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As of February 1, 2004, there were 4,068,924 shares of the registrant's common
stock, par value $0.01 per share, outstanding.
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(1) These items are omitted in part or in whole because the registrant will file
a definitive Proxy Statement pursuant to Regulation 14A under the Securities
Exchange Act of 1934 involving the election of directors with the Securities and
Exchange Commission not later than 120 days after December 31, 2003, which is
incorporated by reference herein. See "Executive Officers of the Registrant" for
information relating to executive officers of the registrant.

Certain statements contained herein constitute forward-looking
statements as such term is defined in Section 27A of the Securities Act of 1933,
as amended, and Section 21E of the Securities Exchange Act of 1934, as amended.
Forward-looking statements are not guarantees of performance. The Company's
future results, financial condition and business may differ materially from
those expressed in these forward-looking statements. You can find many of these
statements by looking for words such as "believes," "expects," "anticipates,"
"intends," "plans" or similar expressions in this Annual Report on Form 10-K.
These forward-looking statements are subject to numerous assumptions, risks and
uncertainties. Many of the factors that will determine these items are beyond
the Company's ability to control or predict. Factors that might cause such a
material difference include, but are not limited to: (a) the substantial doubt
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about the Company's ability to continue as a going concern and its limited
financial resources; (b) restrictions on the Company's business and future
opportunities; (c) dependence upon Vornado Realty Trust; (d) the substantial
influence of the Company's controlling stockholders and conflicts of interest;
(e) the bankruptcy of the Company's Jjoint venture partner in AmeriCold

Logistics, Crescent Operating, Inc.; (f) risks associated with potential
investments and the ability to manage those investments; (g) competition; (h)
dependence on key personnel; (i) potential anti-takeover effects of the
Company's charter documents and Stockholder Protection Rights Plan and
applicable law; (j) dependence on distributions from subsidiaries; (k) potential
costs of compliance with environmental laws; (1) changes in the general economic

climate; and (m) government regulations.

For these forward-looking statements, the Company claims the protection
of the safe harbor for forward-looking statements contained in the Private
Securities Litigation Reform Act of 1995. You are cautioned not to place undue
reliance on the forward-looking statements, which speak only as of the date of
this Annual Report on Form 10-K or the date of any document incorporated by
reference. All subsequent written and oral forward-looking statements
attributable to the Company or any person acting on the Company's behalf are
expressly qualified in their entirety by the cautionary statements contained or
referred to in this paragraph. The Company does not undertake any obligation to
release publicly any revisions to the forward-looking statements to reflect
events or circumstances after the date of this Annual Report on Form 10-K.

—2—

PART T.
ITEM 1. BUSINESS
GENERAL

On October 16, 1998, Vornado Realty L.P. (the "Operating Partnership"),
a subsidiary of Vornado Realty Trust ("Vornado"), made a distribution of one
share of common stock of Vornado Operating Company, a Delaware corporation (the
"Company"), for each 20 units of limited partnership interest of the Operating
Partnership (including the units owned by Vornado) held of record as of the
close of business on October 9, 1998, and Vornado, in turn, made a distribution
of the common stock it received to the holders of its common shares of
beneficial interest.

The Company was incorporated on October 30, 1997 as a wholly owned
subsidiary of Vornado. In order to maintain its status as a real estate
investment trust ("REIT") for federal income tax purposes, Vornado is required
to focus principally on investments in real estate assets. Accordingly, Vornado
is prevented from owning certain assets and conducting certain activities that
would be inconsistent with its status as a REIT. The Company was formed to own
assets that Vornado could not itself own and conduct activities that Vornado
could not itself conduct. The Company is intended to function principally as an
operating company, in contrast to Vornado's principal focus on investments in
real estate assets. The Company is able to do so because it is taxable as a
regular "C" corporation rather than as a REIT.

The Company operates businesses conducted at properties it leases from
Vornado or entities partially owned by Vornado, as contemplated by the
agreement, dated as of October 16, 1998, between the Company and Vornado (the
"Vornado Agreement"), referred to below. The Company expects to rely on Vornado
to identify business opportunities for the Company and currently expects that
those opportunities will relate in some manner to Vornado and its real estate
investments rather than to unrelated businesses.
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The principal executive offices of the Company are located at 210 Route
4 East, Paramus, New Jersey 07652, and its telephone number at that location is
(201) 587-7721.

ABILITY TO CONTINUE AS A GOING CONCERN

Substantial doubt exists as to the Company's ability to continue as a
going concern and its ability to discharge its liabilities in the normal course
of business. The Company has incurred losses since its inception and, in the
aggregate, its investments have not generated sufficient cash flow to pay all of
the Company's expenses. The Company estimates that it has adequate borrowing
capacity under its credit facility with Vornado to meet its cash needs until
December 31, 2004. However, the principal, interest and fees outstanding under
the line of credit come due on such date. The Company currently has no external
sources of financing except this facility.

The Company's other potential source of cash is its investment in
AmeriCold Logistics. However, AmeriCold Logistics has also reported losses since
inception and, at December 31, 2003, the Company's 60% share of AmeriCold
Logistics' partners' deficit was $45,643,000, which includes $49,436,000 of
deferred rent (rent recognized as expense but not paid in cash) to its landlord,
the Vornado REIT/Crescent REIT Partnership (the "Landlord"). AmeriCold Logistics
anticipates that in 2004, the Landlord will restructure the leases to provide
additional cash flow to AmeriCold Logistics. Notwithstanding the foregoing, the
Landlord is under no obligation to restructure the leases and there can be no
assurance that it will do so. In the absence of the anticipated lease
restructuring or other options, AmeriCold Logistics will not have the ability to
distribute funds to the Company and in turn, the Company will not have resources
sufficient to repay its $25,394,000 loan from Vornado or the ability to continue
as a going concern.

VORNADO AGREEMENT AND CHARTER PURPOSE CLAUSES

Pursuant to the Vornado Agreement, among other things, (i) Vornado
will, under certain circumstances, offer the Company an opportunity to become
the lessee of certain real property owned now or in the future by Vornado (under
mutually satisfactory lease terms) and (ii) the Company will not make any real
estate investment or other REIT-Qualified Investment unless it first offers
Vornado the opportunity to make such investment and Vornado has rejected that
opportunity.

More specifically, the Vornado Agreement requires, subject to certain
terms, that Vornado provide the Company with an opportunity (a "Tenant
Opportunity") to become the lessee of any real property owned now or in the
future by Vornado if Vornado determines, in its sole discretion, that,
consistent with Vornado's status as a REIT, it is required to enter into a
master lease arrangement with respect to such property and that the Company is
qualified

to act as lessee thereof. In general, a master lease arrangement is an
arrangement pursuant to which an entire property or project (or a group of
related properties or projects) is leased to a single lessee. Under the Vornado
Agreement, the Company and Vornado will negotiate with each other on an
exclusive basis for 30 days regarding the terms and conditions of the lease in
respect of each Tenant Opportunity. If a mutually satisfactory agreement cannot
be reached within the 30-day period, Vornado may for a period of one year
thereafter enter into a binding agreement with respect to such Tenant
Opportunity with any third party on terms no more favorable to the third party
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than the terms last offered to the Company. If Vornado does not enter into a
binding agreement with respect to such Tenant Opportunity within such one-year
period, Vornado must again offer the Tenant Opportunity to the Company in
accordance with the procedures specified above prior to offering such Tenant
Opportunity to any other party.

In addition, the Vornado Agreement prohibits the Company from making
(i) any investment in real estate (including the provision of services related
to real estate, real estate mortgages, real estate derivatives or entities that
invest in the foregoing) or (ii) any other REIT-Qualified Investment, unless it
has provided written notice to Vornado of the material terms and conditions of
the investment opportunity and Vornado has determined not to pursue such
investment either by providing written notice to the Company rejecting the
opportunity within ten days from the date of receipt of notice of the
opportunity or by allowing such ten-day period to lapse. As used herein,
"REIT-Qualified Investment" means an investment from which at least 95% of the
gross income would qualify under the 95% gross income test set forth in Section
856 (c) (2) of the Internal Revenue Code of 1986, as amended (the "Code") (or
could be structured to so qualify), and the ownership of which would not cause
Vornado to violate the asset limitations set forth in Section 856 (c) (4) of the
Code (or could be structured not to cause Vornado to violate the Section
856 (c) (4) limitations); provided, however, that "REIT-Qualified Investment" does
not include an investment in government securities, cash or cash items (as
defined for purposes of Section 856(c) (4) of the Code), money market funds,
certificates of deposit, commercial paper having a maturity of not more than 90
days, bankers' acceptances or the property transferred to the Company by the
Operating Partnership. The Vornado Agreement also requires the Company to assist
Vornado in structuring and consummating any such investment which Vornado elects
to pursue, on terms determined by Vornado. In addition, the Company has agreed
to notify Vornado of, and make available to Vornado, investment opportunities
developed by the Company or of which the Company becomes aware but is unable or
unwilling to pursue.

Under the Vornado Agreement, Vornado provides the Company with certain
administrative, corporate, accounting, financial, insurance, legal, tax, data
processing, human resources and operational services. Also, Vornado makes
available to the Company, at Vornado's offices, space for the Company's
principal corporate office. For these services, the Company compensates Vornado
in an amount determined in good faith by Vornado as the amount an unaffiliated
third party would charge the Company for comparable services and reimburses
Vornado for certain costs incurred and paid to third parties on behalf of the
Company. For such services, the Company incurred $330,000, $330,000 and $371,000
in the years ended December 31, 2003, 2002 and 2001, respectively.

Vornado and the Company each have the right to terminate the Vornado
Agreement if the other party is in material default of the Vornado Agreement or
upon 90 days written notice to the other party at any time after December 31,
2003. In addition, Vornado has the right to terminate the Vornado Agreement upon
a change in control of the Company.

The Company's restated certificate of incorporation (the "Charter")
specifies that one of its corporate purposes is to perform under the Vornado
Agreement and, for so long as the Vornado Agreement remains in effect, prohibits
the Company from making any real estate investment or other REIT-Qualified
Investment without first offering the opportunity to Vornado in the manner
specified in the Vornado Agreement.

VORNADO OPERATING L.P. AND INTERSTATE PROPERTIES
The Company holds its assets and conducts its business through Vornado

Operating L.P., a Delaware limited partnership ("Company L.P."). The Company is
the sole general partner of and, as of December 31, 2003, owned a 90.1%
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partnership interest in Company L.P. All references to the "Company" refer to
Vornado Operating Company and its subsidiaries, including Company L.P.

Interstate Properties, a New Jersey general partnership ("Interstate"),
and its three partners —-- Steven Roth (Chairman of the Board and Chief Executive
Officer of Vornado and the Company), David Mandelbaum (a trustee of Vornado) and
Russell B. Wight, Jr. (a trustee of Vornado and a director of the Company) --
beneficially owned, in the aggregate, a 9.9% limited partnership interest in
Company L.P. and 7.9% of the common stock of the Company as of December 31,
2003. Interstate has the right to have its limited partnership interest in
Company L.P. redeemed by Company L.P. either for (i) cash in an amount equal to
the fair market value, at the time of redemption,
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of 447,017 shares of common stock or (ii) 447,017 shares of common stock, in
each case as selected by the Company and subject to customary anti-dilution
adjustments.

TEMPERATURE CONTROLLED LOGISTICS BUSINESS ("AMERICOLD LOGISTICS")

(Data in this section with respect to AmeriCold Logistics represents 100% of
AmeriCold Logistics, in which the Company holds a 60% interest, unless otherwise
specified)

In October 1997, a partnership (the "Vornado REIT/Crescent REIT
Partnership" or the "Landlord") in which Vornado has a 60% interest and Crescent
Real Estate Equities Company ("Crescent") has a 40% interest acquired each of
AmeriCold Corporation and URS Logistics, Inc. In June and July 1998, the Vornado
REIT/Crescent REIT Partnership acquired the assets of Freezer Services, Inc. and
the Carmar Group.

On March 11, 1999, the Company and Crescent Operating, Inc. ("COPI")
formed the "Vornado Crescent Logistics Operating Partnership" (which does
business under the name "AmeriCold Logistics") to purchase all of the non-real

estate assets of the Vornado REIT/Crescent REIT Partnership for $48,723,000, of
which the Company's 60% share was $29,234,000. The purchase price was proposed
by the Landlord. The Boards of Directors of both the Company and COPI approved
the transaction after concluding that the price was the fair market value at the
time of the transaction. To fund its share of the purchase price, the Company
utilized $4,647,000 of cash and borrowed $18,587,000 under its Revolving Credit
Agreement with Vornado. The Company paid the balance of $6,000,000 on March 7,
2000.

Subject to confirmation of a plan of reorganization under Chapter 11 of
the United States Bankruptcy Code, COPI is expected to transfer its interest in
AmeriCold Logistics to an entity to be owned by the shareholders of Crescent.
The shareholders of COPI approved the plan of reorganization on March 6, 2003.
It is uncertain whether this plan will be confirmed and what effect, if any,
this plan and the proposed change in ownership will have on the operation and
management of AmeriCold Logistics.

AmeriCold Logistics, headquartered in Atlanta, Georgia, has
approximately 5,800 employees and operates 102 temperature controlled warehouse
facilities nationwide with an aggregate of approximately 546 million cubic feet
of refrigerated, frozen and dry storage space. Of the 102 warehouses, AmeriCold
Logistics leases 87 temperature controlled warehouses with an aggregate of
approximately 441 million cubic feet of space from the Landlord, and manages 15
additional warehouses containing approximately 105 million cubic feet of space.
AmeriCold Logistics provides the food industry with refrigerated warehousing and
transportation management services. Refrigerated warehouses are comprised of
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production, distribution and public facilities. Production facilities typically
serve one or a small number of customers, generally food processors, which are
located nearby. These customers store large quantities of processed or partially
processed products in the facilities until they are shipped to the next stage of
production or distribution. Distribution facilities primarily warehouse a wide
variety of customers' finished products until future shipment to end-users. Each
distribution facility generally services the surrounding regional market. Public
facilities generally serve the needs of local and regional customers under
short-term agreements. Food manufacturers and processors use these facilities to
store capacity overflow from their production facilities or warehouses.
AmeriCold Logistics' transportation management services include freight routing,
dispatching, freight rate negotiation, backhaul coordination, freight bill
auditing, network flow management, order consolidation and distribution channel
assessment. AmeriCold Logistics' temperature controlled logistics expertise and
access to both frozen food warehouses and distribution channels enable its
customers to respond quickly and efficiently to time-sensitive orders from
distributors and retailers.

AmeriCold Logistics' customers consist primarily of national, regional
and local food manufacturers, distributors, retailers and service organizations.
A breakdown of AmeriCold Logistics' largest customers follows:

Percentage of 2003
Revenue

oe

H.J. Heinz & Co.

ConAgra Foods, Inc.

Philip Morris Companies, Inc.
Sara Lee Corp.

General Mills, Inc.

Tyson Foods, Inc.

Schwan Corporation

McCain Foods, Inc.

J.R. Simplot Co.

Nippon Suisan

Other 3

=

O NN B B DD 00w O

Total 100%

AmeriCold Logistics faces national, regional and local competition.
Breadth of service, warehouse locations, customer mix, warehouse size, service
performance and price are major competitive factors.

Management of AmeriCold Logistics

On February 23, 2004, AmeriCold Logistics announced that Alec Covington
resigned as President and Chief Executive Officer, effective March 31, 2004, to
take an opportunity in an unrelated industry. A search to identify a successor
is under way. In the interim, Mike O'Connell, who has been with AmeriCold
Logistics for over ten years, has been promoted to be in charge of all
operations and, until a successor is in place, will report to Anthony
Cossentino, Chief Financial Officer.

Anthony Cossentino became the Chief Financial Officer of AmeriCold
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Logistics in September 2003. Mr. Cossentino was formerly the President and Chief
Executive Officer of Jazz Photo Corp., a privately-held designer, importer and
distributor of photographic equipment. Prior thereto, from January 1995 to May
2001, he was the Chief Financial Officer of CS Integrated LLC, a provider of
logistics services with over 100 temperature controlled warehouses throughout
the United States and Europe and a wholly-owned subsidiary of ProLogis. Mr.
Cossentino, a certified public accountant, replaced Jonathan C. Daiker, who
resigned from the position of Chief Financial Officer effective June 2003.

AmeriCold Logistics' Leases with the Landlord

AmeriCold Logistics entered into leases with the Landlord covering 87
of the warehouses used in this business. The leases, which commenced in March
1999, as amended, generally have 15-year terms with two five-year renewal
options and provide for the payment of fixed base rent and percentage rent based
on revenue from customers. The leases provide for fixed base rents of
approximately $136,000,000 in 2000, $137,000,000 per annum from 2001 through
2003, $140,000,000 per annum from 2004 through 2008, $145,000,000 per annum for
2009, $142,000,000 per annum for 2010, and $139,000,000 per annum from 2011
through February 2014. Percentage rent for each lease is based on a specified
percentage of revenues in excess of a specified base amount. The aggregate base
revenue amount under five of the six leases is approximately $350,000,000, and
the weighted average percentage rate is approximately 36% through 2003,
approximately 38% from 2004 through 2008 and approximately 40% from 2009 through
February 2014. The aggregate base revenue amount under the sixth lease is
approximately $32,000,000 through 2001, and approximately $26,000,000 from 2002
through February 2014, and the percentage rate is 24% through 2001, 37.5% from
2002 through 2006, 40% from 2007 through 2011 and 41% from 2012 through February
2014. The fixed base rent for each of the two five-year renewal options is
equal, generally, to the greater of the fair market rent at that time and the
fixed base rent for the immediately preceding lease year plus 5%.

On February 22, 2001, AmeriCold Logistics' leases with the Landlord
were restructured to, among other things, (i) reduce 2001 contractual rent to
$146,000,000, (ii) reduce 2002 contractual rent to $150,000,000 (plus additional
contingent rent in certain circumstances), (iii) increase the Landlord's share
of annual maintenance capital expenditures by $4,500,000 to $9,500,000 effective
January 1, 2000 and (iv) extend the deferred rent period to December 31, 2003
from March 11, 2002.

AmeriCold Logistics is required to pay for all costs arising from the
operation, maintenance and repair of the properties, including all real estate
taxes and assessments, utility charges, permit fees and insurance premiums, as
well as property capital expenditures in excess of $9,500,000 annually.

AmeriCold Logistics has the right to defer the payment of 15% of annual
fixed base rent and all percentage rent until December 31, 2004 to the extent
that available cash, as defined in the leases, is insufficient to pay such rent.
Pursuant thereto, AmeriCold Logistics' deferred rent liability at December 31,
2003, net of the waived rent discussed below, is as follows:

(amounts in thousands) Total (1)
Deferred during 2003 $ 41,811
Deferred during 2002 32,248
Aggregate deferral at December 31, 2001 8,335
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(1) The Company does not guarantee AmeriCold Logistics' deferred rent liability.
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In the three months ended December 31, 2001, AmeriCold Logistics
reversed $25,469,000 of the rent expense recorded in 2001. This resulted from
the Landlord waiving its rights to collect this portion of the rent. Further,
the Landlord waived $14,343,000 of the rent expense recorded by AmeriCold
Logistics in 2000; AmeriCold Logistics recorded this amount as income in the
three months ended December 31, 2001. The aggregate amount waived by the
Landlord of $39,812,000 (of which the Company's share is $23,887,000) represents
a portion of the rent due under the leases, which AmeriCold Logistics deferred
in such years.

On January 23, 2002, four of the leases with the Landlord were combined
into one lease. This did not affect total contractual rent due under the
combined leases.

On March 2, 2004, AmeriCold Logistics and the Landlord extended the
deferred rent period in AmeriCold Logistics' leases with the Landlord to
December 31, 2005 from December 31, 2004. The parties previously extended the
deferred rent period to December 31, 2004 from December 31, 2003 on March 7,
2003.

Severance and Relocation Costs

In the year ended December 31, 2001, AmeriCold Logistics recorded a
charge of $8,895,000 (of which the Company's share is $5,337,000) comprised of
(i) severance and relocation costs associated with a management restructuring
and (ii) expenses arising from the consolidation of a portion of the corporate
office in Portland, Oregon into AmeriCold Logistics' Atlanta, Georgia
headquarters. Severance related charges were for the termination of 199
employees, located primarily in the Atlanta and Portland offices. In 2002,
AmeriCold Logistics reduced the charge by $949,000 (of which the Company's share
is $569,000). AmeriCold Logistics' liability for severance at December 31, 2003
was $497,000; the remaining 50 of the 199 original employees are expected to be
terminated in 2004.

Dispositions

On December 31, 2002, Vornado and Crescent formed a new joint venture
(the "Quarry Company") in which Vornado holds a 44% interest and Crescent holds
a 56% interest. This new joint venture acquired AmeriCold Logistics' Carthage,
Missouri and Kansas City, Kansas limestone quarries for $20,000,000, the
appraised value. The purchase price consisted of $8,929,000 in cash and the
cancellation of $11,071,000 of notes owed by AmeriCold Logistics to Crescent.
AmeriCold Logistics recognized a gain of $2,225,000 (of which the Company's
share is $1,335,000). AmeriCold Logistics used $8,800,000 of the cash proceeds
to repay a portion of its loans from the Company. The Company recognized a gain
on the repayment from AmeriCold Logistics of $8,608,000 as the loans were
previously reduced by equity in losses of AmeriCold Logistics. Additionally,
AmeriCold Logistics entered into a management agreement with the Quarry Company
to manage and operate the quarries for an annual management fee of approximately
$200,000 plus all direct expenses incurred as operator of the quarries. The
agreement is for a term of one year and automatically renews for additional
one-year periods unless terminated by either party. The Company used the
$8,800,000 repayment from AmeriCold Logistics and $700,000 of its cash to repay
$7,685,000 of principal and $1,815,000 of interest and commitment fees under the
Revolving Credit Agreement with Vornado.
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On December 31, 2002, AmeriCold Logistics sold, without recourse,
accounts receivable of $5,720,000 to the Quarry Company for $5,600,000 in cash.
AmeriCold Logistics recognized a loss of $120,000 on the sale (of which the
Company's share is $72,000) .

On March 28, 2003, AmeriCold Logistics sold, without recourse, accounts
receivable of $6,640,000 to the Quarry Company for $6,500,000 in cash. AmeriCold
Logistics recognized a loss of $140,000 on the sale.

On January 20, 2004, AmeriCold Logistics sold, without recourse,
accounts receivable of $6,120,000 to the Quarry Company for $6,000,000 in cash.
AmeriCold Logistics recognized a loss of $120,000 on the sale. AmeriCold
Logistics also agreed to act as agent to collect the accounts receivable. The
Company does not believe that any significant servicing asset or liability
exists.

Cash Resources

At December 31, 2002, the Company's investments in and advances to
AmeriCold Logistics were fully absorbed by the Company's share of comprehensive
losses of AmeriCold Logistics. AmeriCold Logistics has reported losses since its
inception and, at December 31, 2003, the Company's share of AmeriCold Logistics'
partners' deficit was $45,643,000, which includes $49,436,000 of deferred rent
(rent recognized as expense but not paid in cash) to the Landlord. On March 2,
2004, AmeriCold Logistics and the Landlord extended the deferred rent period to
December 31, 2005 from December 31, 2004. Based on its right to defer rent, the
management of AmeriCold Logistics anticipates it will have sufficient cash flows
to operate at least through December 31, 2004. AmeriCold Logistics anticipates
that in 2004, the Landlord will restructure the leases to provide additional
cash flow to

AmeriCold Logistics. Notwithstanding the foregoing, the Landlord is under no
obligation to restructure the leases and there can be no assurance that it will
do so. In the absence of the anticipated lease restructuring or other options,
AmeriCold Logistics will not have the ability to distribute funds to the Company
and in turn, the Company will not have resources sufficient to repay its
$25,394,000 loan from Vornado due December 31, 2004.

Terms of the Vornado Crescent Logistics Operating Partnership

Vornado is the day-to-day liaison to the management of AmeriCold
Logistics. AmeriCold Logistics pays Vornado an annual fee of $487,000, which is
based on the temperature controlled logistics operating assets acquired by
AmeriCold Logistics on March 11, 1999. This fee increases by an amount equal to
1% of the cost of new acquisitions, including transaction costs. AmeriCold
Logistics provides financial statement preparation, tax and similar services to
the Vornado REIT/Crescent REIT Partnership. For such services, AmeriCold
Logistics has received fees of $276,000, $273,000 and $268,000 in 2003, 2002 and
2001, respectively.

The Company must obtain COPI's approval for specified matters involving
AmeriCold Logistics, including approval of the annual budget, requiring
specified capital contributions, entering into specified new leases or amending
existing leases, selling or acquiring specified assets and any sale, liquidation
or merger of AmeriCold Logistics. If the partners fail to reach an agreement on
certain matters during the period through October 30, 2007, the Company may set
a price at which it commits to either buy COPI's investment, or sell its own,
and COPI will decide whether to buy or sell at that price. If the partners fail
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to reach agreement on such matters after October 30, 2007, either party may set
a price at which it commits to either buy the other party's investment, or sell
its own, and the other party will decide whether to buy or sell at that price.

Neither partner may transfer its rights or interest in the partnership
without the consent of the other partner. The partnership will continue for a
term through October 30, 2027, except as the partners may otherwise agree.

EMPLOYEES

At December 31, 2003, the Company had no employees. The Company expects
that, when it acquires specific assets or business operations, the subsidiaries
of the Company making such acquisitions will have their own employees. AmeriCold
Logistics, in which the Company has a 60% interest, has approximately 5,800
employees.

AVAILABLE INFORMATION

Copies of the Company's Annual Report on Form 10-K, Quarterly Reports
on Form 10-Q, Current Reports on Form 8-K, and amendments to those reports, as
well as filings on Forms 3, 4 and 5 regarding officers, directors or 10%
beneficial owners of the Company, filed or furnished pursuant to Section 13(a),
15(d) or 1l6(a) of the Securities Exchange Act of 1934, are available free of
charge through the Company's website (www.vornadoopco.com) as soon as reasonably
practicable after they are electronically filed with, or furnished to, the
Securities and Exchange Commission. The Company also has made available, on the
website, copies of the Company's Audit Committee charter and "Code of Ethics for
Senior Financial Officers." In the event of any changes to these items, changed
copies will be made available on the website.

RISK FACTORS

Set forth below are the risks and certain factors that may adversely
affect the Company's business and operations. This section contains
forward-looking statements. Refer to the qualifications and limitations on
forward-looking statements on page 2.

ABILITY TO CONTINUE AS A GOING CONCERN AND LIMITED FINANCIAL RESOURCES

Substantial doubt exists as to the Company's ability to continue as a
going concern and its ability to discharge its liabilities in the normal course
of business. The Company has incurred losses since its inception and, in the
aggregate, its investments have not generated sufficient cash flow to pay all of
the Company's expenses. The Company estimates that it has adequate borrowing
capacity under its credit facility with Vornado to meet its cash needs until
December 31, 2004. However, the principal, interest and fees outstanding under
the line of credit come due on such date. The Company currently has no external
sources of financing except this facility.

The Company's other potential source of cash is its investment in
AmeriCold Logistics. However, AmeriCold Logistics has also reported losses since
inception and, at December 31, 2003, the Company's 60% share of AmeriCold
Logistics' partners' deficit was $45,643,000, which includes $49,436,000 of
deferred rent (rent recognized as expense but not paid in cash) to the Landlord,
the Vornado REIT/Crescent REIT Partnership.

_8_
AmeriCold Logistics anticipates that in 2004, the Landlord will restructure the

leases to provide additional cash flow to AmeriCold Logistics. Notwithstanding
the foregoing, the Landlord is under no obligation to restructure the leases and
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there can be no assurance that it will do so. In the absence of the anticipated
lease restructuring or other options, AmeriCold Logistics will not have the
ability to distribute funds to the Company and in turn, the Company will not
have resources sufficient to repay its $25,394,000 loan from Vornado or the
ability to continue as a going concern.

RESTRICTIONS ON THE COMPANY'S BUSINESS AND FUTURE OPPORTUNITIES

The Vornado Agreement and the Charter prohibit the Company from making
any real estate investment or other REIT-Qualified Investment unless it first
offers Vornado the opportunity to make such investment and Vornado has rejected
that opportunity. See "Item 1. Business —-- Vornado Agreement and Charter Purpose
Clauses." Because of the provisions of the Vornado Agreement and the Charter,
the nature of the Company's business and the opportunities it may pursue are
significantly restricted.

DEPENDENCE UPON VORNADO

The Company expects to rely on Vornado to identify business
opportunities for the Company, and the Company currently expects that those
opportunities will relate in some manner to Vornado and its real estate
investments rather than to unrelated businesses. There can be no assurance that
Vornado will identify opportunities for the Company or that any opportunities
that Vornado identifies will be within the Company's financial, operational or
managerial parameters. Vornado is required under the Vornado Agreement to
provide the Company with an opportunity to become the lessee of real property
acquired by Vornado only if Vornado determines in its sole discretion that,
consistent with Vornado's status as a REIT, it is required to enter into a
master lease arrangement with respect to such property and that the Company is
qualified to act as lessee thereof. Moreover, the Company is entitled to enter
into such a master lease arrangement with Vornado only if the Company and
Vornado are able to agree on mutually satisfactory lease terms.

If in the future Vornado should cease to qualify as a REIT and
thereafter acquire a property, Vornado would have the right under the Vornado
Agreement to lease the property to any person or entity pursuant to any type of
lease (including a master lease arrangement) or to operate the property itself,
in either case without offering the Company an opportunity to become a lessee
thereof. The Company, however, would remain subject to all of the limitations on
its operations contained in the Charter and the Vornado Agreement. Accordingly,
if Vornado should cease to qualify as a REIT, it could have a material adverse
effect on the Company.

If in the future, Vornado should sell any property which is leased to
the Company, it is possible that the new owner might refuse to renew the lease
upon the expiration of its term.

SUBSTANTIAL INFLUENCE OF CONTROLLING STOCKHOLDERS AND CONFLICTS OF INTEREST

As of December 31, 2003, Interstate and its three partners —-- Steven
Roth (Chairman of the Board and Chief Executive Officer of Vornado and the
Company), David Mandelbaum (a trustee of Vornado) and Russell B. Wight, Jr. (a
trustee of Vornado and a director of the Company) —-- beneficially owned, in the
aggregate, 11.7% of the outstanding Vornado common shares of beneficial interest
(excluding shares issuable on conversion of units of the Operating Partnership
for this purpose) and beneficially owned, in the aggregate, a 9.9% limited
partnership interest in Company L.P. and 7.9% of the common stock of the
Company. Because of the foregoing, Messrs. Roth, Mandelbaum and Wight and
Interstate (collectively, the "Interstate Parties") have substantial influence
over the Company and Vornado and on the outcome of any matters submitted to the
Company's stockholders or Vornado's shareholders for approval.
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Four of the members of the Company's Board of Directors (including
Mr. Roth and Michael D. Fascitelli) are members of Vornado's Board of
Trustees, and certain members of senior management of the Company hold
corresponding positions with Vornado. Members of the Company's Board and senior
management may have different percentage equity interests in the Company and in
Vornado. Moreover, the Interstate Parties engage in a wide variety of activities
in the real estate business. Thus, members of the Board and senior management of
the Company and Vornado and the Interstate Parties may be presented with
conflicts of interest with respect to certain matters affecting the Company,
such as determinations of which of such entities or persons, if any, may take
advantage of potential business opportunities, decisions concerning the business
focus of such entities (including decisions concerning the types of properties
and geographic locations in which such entities make investments), potential
competition between business activities conducted, or sought to be conducted, by
such entities or persons (including competition for properties and tenants),
possible corporate transactions (such as acquisitions) and other strategic
decisions affecting the future of such parties.

—9—

BANKRUPTCY OF THE COMPANY'S JOINT VENTURE PARTNER, CRESCENT OPERATING, INC.

Subject to confirmation of a plan of reorganization under Chapter 11 of
the United States Bankruptcy Code, COPI is expected to transfer its interest in
AmeriCold Logistics to an entity to be owned by the shareholders of Crescent.
The shareholders of COPI approved the plan of reorganization on March 6, 2003.
It is uncertain whether this plan will be confirmed and what effect, if any,
this plan and the proposed change in ownership will have on the operation and
management of AmeriCold Logistics.

RISKS ASSOCIATED WITH POTENTIAL INVESTMENTS AND ABILITY TO MANAGE THOSE
INVESTMENTS AND COMPETITION

Although the Company currently expects that the opportunities it
pursues will relate in some manner to Vornado and its real estate investments
rather than to unrelated businesses, it 1is possible that they will not. In
addition, whether or not such opportunities relate in some manner to Vornado and
its real estate investments, the businesses in which it engages may require a
wide range of skills and qualifications, and there is no assurance that the
Company's management or employees will have, or that the Company will be able to
hire and retain employees with, such skills and qualifications. There also is no
assurance that the opportunities the Company pursues will be integrated, perform
as expected or contribute significant revenues or profits to the Company, and
there is a risk that the Company may realize substantial losses with respect
thereto. The industries in which the Company will compete may be subject to
government regulation and restrictions, some of which may be significant and
burdensome. The businesses with which it will compete may be better capitalized
or have other features that will make it difficult for the Company to compete
effectively.

ABSENCE OF DIVIDENDS ON COMMON STOCK

The Company intends to use its available funds to cover cash flow
deficits and, therefore, does not anticipate the payment of any cash dividends
on its common stock in the foreseeable future. Payment of dividends on the
common stock 1is prohibited under the Revolving Credit Agreement until all
amounts outstanding thereunder have been paid in full and the commitment
thereunder is terminated.

The Company may also be unable to pay dividends under Delaware law.
Under the Delaware General Corporation Law, a corporation may pay dividends only
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out of its surplus or, when there is no surplus, out of its net profits for the
fiscal year in which the dividend is declared and/or the preceding fiscal year.
The Company has a stockholders' deficit, has not had any net profits since its

commencement of operations and may never have profits.

DEPENDENCE ON KEY PERSONNEL

The Company is dependent on the efforts of Steven Roth, the Chairman of
the Board and Chief Executive Officer of the Company, and Michael D. Fascitelli,
the President of the Company. While the Company believes that it could find
replacements for these key personnel, the loss of their services could have an
adverse effect on the operations of the Company.

POTENTIAL ANTI-TAKEOVER EFFECTS OF CHARTER DOCUMENTS, STOCKHOLDER PROTECTION
RIGHTS PLAN AND APPLICABLE LAW

The Charter, the Company's bylaws and Stockholder Protection Rights
Plan, and applicable sections of the Delaware General Corporation Law contain
provisions that may make the acquisition of control of the Company more
difficult without the approval of the Company's Board.

DEPENDENCE ON DISTRIBUTIONS FROM SUBSIDIARIES

Substantially all of the Company's assets consist of its partnership
interests in Company L.P., of which the Company is the sole general partner.
Substantially all of Company L.P.'s properties and assets are held through
subsidiaries. Any right of the Company to participate in any distribution of the
assets of any indirect subsidiary of the Company upon the liquidation,
reorganization or insolvency of such subsidiary (and any consequent right of the
Company's security holders to participate in those assets) will be subject to
the claims of the creditors (including AmeriCold Logistics' deferred rent
obligation to the Landlord) and preferred holders of equity, if any, of Company
L.P. and such subsidiary, except to the extent the Company has a recognized
claim against such subsidiary as a creditor of such subsidiary. In addition, in
the event that claims of the Company as a creditor of a subsidiary are
recognized, such claims would be subordinate to any security interest in the
assets of such subsidiary and any indebtedness of such subsidiary senior to that
held by the Company.

-10-

POTENTIAL COSTS OF COMPLIANCE WITH ENVIRONMENTAL LAWS

Under various federal and state laws, a current or previous owner or
operator of real estate (including the Company as lessee of real estate) may be
required to investigate and cleanup certain hazardous or toxic substances
released at a property, and may be held liable to a governmental entity or to
third parties for property damage or personal injuries and for investigation and
cleanup costs incurred by those parties because of the contamination. Such laws
often impose liability without regard to whether the owner or operator knew of
the release of such hazardous substances or caused the release. The presence of
contamination or the failure to remediate contamination may adversely affect the
owner's ability to sell or lease real estate or to borrow using the real estate
as collateral or the operator's ability to sell or finance the operations. Other
laws and regulations govern indoor and outdoor air quality, including those that
can require abatement or removal of asbestos-containing materials in the event
of damage, demolition, renovations or remodeling. The laws also govern emissions
of and exposure to asbestos fibers in the air. Air emissions and wastewater
discharges and the operation and removal of certain underground storage tanks
are also regulated by federal and state laws. The maintenance and removal of
lead paint and certain electrical equipment containing polychlorinated biphenyls
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are also regulated by federal and state laws. In connection with the ownership,
operation and management of its properties, including the properties it leases
from Vornado or manages for others, the Company could be held liable for the
costs of remedial action, or other compliance expenditures, with respect to such
regulated substances or tanks and related claims for personal injury, property
damage or fines. Further, properties that AmeriCold Logistics leases or manages
are subject to a variety of environmental laws and regulations in each of the
jurisdictions in which it operates governing, among other things, soil and
groundwater contamination, the use, handling and disposal of hazardous
substances, air emissions, wastewater discharges, and employee health and
safety.

ITEM 2. PROPERTIES

Under the Vornado Agreement, Vornado makes available to the Company, at
Vornado's offices, space for the Company's principal corporate offices, for
which the Company compensates Vornado in an amount determined in good faith by
Vornado as the amount an unaffiliated third party would charge the Company for
comparable space. The Company believes that such facilities will be adequate to
meet its expected requirements for the coming year.

ITEM 3. LEGAL PROCEEDINGS

The Company is from time to time involved in legal actions arising in
the ordinary course of business. In the opinion of management, after
consultation with legal counsel, the outcome of such matters will not have a
material effect on the Company's financial condition, results of operations or
cash flows.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

No matters were submitted to a vote of security holders during the
fourth quarter of the year ended December 31, 2003.

11—

EXECUTIVE OFFICERS OF THE REGISTRANT

The following is a list of the names, ages, principal occupations and
positions of the executive officers of the Company and the position held by such
officers during the past five years. Officers are appointed by and serve at the
discretion of the Board of Directors.

Steven Roth, age 62, has been Chairman of the Board and Chief Executive
Officer of the Company since incorporation. Mr. Roth has been Chairman of the
Board and Chief Executive Officer of Vornado Realty Trust ("Vornado") since May
1989 and Chairman of the Executive Committee of the Board of Vornado since April
1980. Since 1968, he has been a general partner and more recently, the Managing
General Partner of Interstate Properties. In March 1995, he became Chief
Executive Officer of Alexander's, Inc. ("Alexander's"). Mr. Roth is also a
director of Alexander's and Capital Trust, Inc.

Michael D. Fascitelli, age 47, has been President and a director of the
Company since incorporation. Mr. Fascitelli has been President and a trustee of
Vornado, and a director of Alexander's, since December 1996. He has been
President of Alexander's since August 2000. From December 1992 to December 1996,
Mr. Fascitelli was a partner at Goldman Sachs & Co. in charge of its real estate
practice.

Joseph Macnow, age 58, has been Executive Vice President and Chief
Financial Officer of the Company since June 2002. Prior thereto, he was
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Executive Vice President - Finance and Administration of the Company since
incorporation. Mr. Macnow has been Executive Vice President - Finance and
Administration of Vornado since January 1998 and its Chief Financial Officer
since March 2001. From 1985 to January 1998, he was Vice President and Chief
Financial Officer of Vornado. Mr. Macnow has been Executive Vice President and
Chief Financial Officer of Alexander's since June 2002. Prior thereto, he was
Executive Vice President - Finance and Administration of Alexander's since March
2001. From August 1995 to March 2001, he was Vice President and Chief Financial
Officer of Alexander's.

Neither Mr. Roth, Mr. Fascitelli nor any other member of management is
committed to spending a particular amount of time on the Company's affairs, nor
do any of them devote their full time to the Company. Mr. Roth, Mr. Fascitelli
and the other members of management devote such time and efforts as they deem
reasonably necessary to conduct the operations of the Company while continuing
to devote a material amount of their time and efforts to the management and
properties of Vornado, Alexander's and other businesses.

—-12-

PART IT.
ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY AND RELATED STOCKHOLDER MATTERS

The American Stock Exchange suspended trading in the Company's common
stock as of the close of business on July 11, 2003. Effective July 14, 2003, the
Company's common stock began trading over the counter under its newly assigned
ticker symbol, VOOC. On July 24, 2003, the Securities and Exchange Commission
issued an order to approve the removal of the Company's common stock from
listing on the American Stock Exchange. Effective July 25, 2003, the Company's
common stock was eligible for trading on the OTC Bulletin Board. Trading of the
Company's common stock through market makers may involve decreased liquidity and
risks not present when common stock is traded on a securities exchange. The
transfer agent and registrar for the common stock is Wachovia Bank, N.A.

Set forth below are the high and low sales prices (prior to July 12,
2003) and the high and low bid quotations (July 12, 2003 and thereafter) for the
common stock for each quarterly period in the years ended December 31, 2003 and
2002. The over-the-counter market quotations reflect inter-dealer prices,
without retail markup, markdown or commission, and may not necessarily represent
actual transactions. These over-the-counter quotations are publicly available on
the website, www.nasdaqg.com.

Year Ended Year Ended
December 31, 2003 December 31, 2002
Quarter High Low High Low
First........oiiiiin.. $ 0.58 $ 0.20 $ 1.24 S 0.35
Second. ... 0.90 0.13 2.15 0.70
Third...... ..o, 0.60(1) 0.05(1) 0.85 0.40
Fourth.................. 0.70 0.34 0.70 0.22

(1) The high and low prior to July 12, 2003 are $0.60 and $0.46, respectively;
thereafter, the high and low are $0.55 and $0.05, respectively.

The approximate number of record holders of the common stock of the
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Company at February 29, 2004 was 900.

No cash dividends have been declared or paid in respect of the common
stock. Payment of any dividends on the common stock is prohibited under the
Revolving Credit Agreement with Vornado Realty Trust until all amounts
outstanding thereunder are paid in full and the commitment thereunder is
terminated. Additionally, the Company intends to use its available funds to
cover cash flow deficits and, therefore, does not anticipate the payment of any
cash dividends on the common stock for the foreseeable future. The declaration
of dividends is subject to the discretion of the Board, subject to applicable
law. Under the Delaware General Corporation Law, a corporation may pay dividends
only out of its surplus or, when there is no surplus, out of its net profits for
the fiscal year in which the dividend is declared and/or the preceding fiscal
year. The Company has a stockholders' deficit, has not had any net profits since
its commencement of operations and may never have profits.

Information relating to compensation plans under which equity
securities of the Company are authorized for issuance is set forth under Part
III, Item 12 of this Form 10-K and such information is incorporated herein by
reference.

-13-

ITEM 6. SELECTED FINANCIAL DATA

The following table sets forth selected financial and operating data.
This data should be read in conjunction with the consolidated financial
statements and notes thereto and "Item 7. Management's Discussion and Analysis
of Financial Condition and Results of Operations" in this Annual Report on Form
10-K. This data may not be comparable to, or indicative of, future operating
results.

Year Ended December 31

2003 2002 2001
REVENUES
Interest INCOME ... iii it itneennennnn S 3,523 S 2,346 S 7,293 S
EXPENSES
General and administrative ............ 1,118,134 1,053,241 1,896,822
Organization costs .......iiiiiiinna... - - -
1,118,134 1,053,241 1,896,822
(1,114,611) (1,050,895) (1,889,529)
Interest and debt expense to Vornado
Realty TruSt v vv v i i ittt it iieeeennnns (1,559,899) (1,998,550) (2,422,337)
Income (loss) from AmeriCold
Logistics (1) (2) (3) (4) v ieeenennnnn. 1,889,960 (7,301,784) (2,331,105)
Loss from marketable securities ........... —— —— (777,630)
Loss from Transportal Network ............. - - -
Gain on sale of investment in Charles
E. Smith Commercial Realty L.P. ....... - - -
Loss before minority interest ............. (784,550) (10,351,229) (7,420,601)

Minority interest(5) ... —= —= —=
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NET LOSS ittt ittt ittt et iiiiinannn $ (784,550) $(10,351,229) $ (7,420,601)

Net loss per share - basic and diluted .... S (0.19) S (2.54) S (1.82)

Balance sheet data:

Total assets ...ttt $ 1,356,628 S 649,587 $ 19,110,923
Note, interest, and fees payable

to Vornado Realty Trust .............. 25,394,254 23,834,355 31,434,682
Stockholders' (deficit) equity ........ (24,217,550) (23,433,000) (12,899,024)

(1) The Company did not record $21,779,000 its 60% share of AmeriCold
Logistics' net loss of $36,298,000 for the year ended December 31, 2003, as
the Company's investments in and advances to AmeriCold Logistics were fully
absorbed by the Company's share of comprehensive losses of AmeriCold
Logistics at December 31, 2002. The income from AmeriCold Logistics for the
year ended December 31, 2003 represents interest and the recovery from
repayments of loans previously reduced by equity in losses.

(2) The year ended December 31, 2002 includes the Company's $1,335,000
share of AmeriCold Logistics' $2,225,000 gain on its sale of its Carthage,
Missouri and Kansas City, Kansas limestone quarries and a recovery of
$8,608,000 from the $8,800,000 repayment of loans to AmeriCold Logistics
previously reduced by equity in losses.

(3) The year ended December 31, 2001 includes the Company's $23,887,000
share of $39,812,000 of deferred rent waived by AmeriCold Logistics'
Landlord, as defined below, and the Company's $5,337,000 share of AmeriCold
Logistics' charge of $8,895,000 for severance and relocation costs.

(4) On March 11, 1999, the Company and Crescent Operating, Inc. formed the
"Vornado Crescent Logistics Operating Partnership" (which does business
under the name "AmeriCold Logistics") to purchase all of the non-real
estate assets of the Vornado REIT/Crescent REIT Partnership (the
"Landlord"). AmeriCold Logistics leases 87 temperature controlled
warehouses from the Landlord, which continues to own the real estate. The
Company's results of operations reflect 60% of the losses of AmeriCold
Logistics from March 11, 1999 until December 31, 2002 (see footnote (1)
above) .

(5) During the year ended December 31, 2000, the minority interest was fully
absorbed by losses.

No cash dividends have been declared or paid in respect of the
Company's common stock, par value $0.01 per share.

_14_
ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS
OVERVIEW
Management's Discussion and Analysis of Financial Condition and Results
of Operations considers the Company's consolidated financial statements for the
years ended December 31, 2003, 2002 and 2001.

ABILITY TO CONTINUE AS A GOING CONCERN

Substantial doubt exists as to the Company's ability to continue as a
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going concern and its ability to discharge its liabilities in the normal course
of business. The Company has incurred losses since its inception and, in the
aggregate, its investments have not generated sufficient cash flow to pay all of
the Company's expenses. The Company estimates that it has adequate borrowing
capacity under its credit facility with Vornado Realty Trust ("Vornado") to meet
its cash needs until December 31, 2004. However, the principal, interest and
fees outstanding under the line of credit come due on such date. The Company
currently has no external sources of financing except this facility.

The Company's other potential source of cash is its investment in
AmeriCold Logistics. However, AmeriCold Logistics has also reported losses since
inception and, at December 31, 2003, the Company's 60% share of AmeriCold
Logistics' partners' deficit was $45,643,000, which includes $49,436,000 of
deferred rent (rent recognized as expense but not paid in cash) to its landlord,
the Vornado REIT/Crescent REIT Partnership (the "Landlord"). AmeriCold Logistics
anticipates that in 2004, the Landlord will restructure the leases to provide
additional cash flow to AmeriCold Logistics. Notwithstanding the foregoing, the
Landlord is under no obligation to restructure the leases and there can be no
assurance that it will do so. In the absence of the anticipated lease
restructuring or other options, AmeriCold Logistics will not have the ability to
distribute funds to the Company and in turn, the Company will not have resources
sufficient to repay its $25,394,000 loan from Vornado or the ability to continue
as a going concern.

CRITICAL ACCOUNTING POLICIES

The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires
management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at
the date of the financial statements and the reported amounts of revenues and
expenses during the reporting periods. Actual results could differ from those
estimates. Set forth below is a summary of the accounting policies that
management believes are critical to the preparation of the consolidated
financial statements. The summary should be read in conjunction with the more
complete discussion of the Company's significant accounting policies included in
Note 3 to the consolidated financial statements in this Annual Report on Form
10-K.

Investments in and Advances to AmeriCold Logistics

The Company's 60% interest in AmeriCold Logistics is currently
accounted for under the equity method of accounting as Crescent Operating, Inc.
("COPI"), the Company's partner in AmeriCold Logistics, has substantive
participating rights. The investments in and advances to AmeriCold Logistics are
recorded initially at cost and subsequently adjusted for the Company's share of
comprehensive income or loss and cash distributions or principal repayments from
AmeriCold Logistics. The interest earned on the advances to AmeriCold Logistics
is recorded as a component of income or loss from AmeriCold Logistics. The
Company does not record comprehensive losses in excess of the cost of its
investments in and advances to AmeriCold Logistics, as the Company is not liable
for the obligations of, or otherwise committed to provide additional financial
support to, AmeriCold Logistics. The Company did not record its 60% share of
AmeriCold Logistics' net loss for the year ended December 31, 2003 as the
Company's investments in and advances to AmeriCold Logistics were fully absorbed
by the Company's share of comprehensive losses of AmeriCold Logistics at
December 31, 2002. In addition, the Company's share of other comprehensive
losses of AmeriCold Logistics not recorded at December 31, 2003 was $6,882,000.
The Company will record its share of future comprehensive income from AmeriCold
Logistics only for the portion of such income that exceeds its share of
comprehensive losses not previously recorded. The Company's method of accounting
for AmeriCold Logistics will change in the fourth quarter of 2004 (see "Recently

19



Edgar Filing: VORNADO OPERATING CO - Form 10-K

Issued Accounting Standards" below). The Company's exposure to losses from
AmeriCold Logistics is limited to its investments in and advances to AmeriCold
Logistics.

—-15-

Recently Issued Accounting Standards

In January 2003, the Financial Accounting Standards Board ("FASB")
issued FASB Interpretation ("FIN") No. 46, Consolidation of Variable Interest
Entities, an interpretation of ARB No. 51. FIN No. 46 required the consolidation
of an entity by an enterprise if (i) that enterprise, known as a "primary
beneficiary," has an interest that will absorb a majority of the entity's
expected losses if they occur, receive a majority of the entity's expected
residual returns if they occur, or both and (ii) the entity is a variable
interest entity. An entity is a variable interest entity if (a) the total equity
investment at risk in the entity is not sufficient to permit the entity to
finance its activities without additional subordinated financial support from
other parties or (b) the equity investors do not have the characteristics of a
controlling financial interest in the entity. The initial determination of
whether an entity is a variable interest entity shall be made as of the date at
which an enterprise became involved with the entity and reconsidered as of the
date that one of three triggering events described in FIN No. 46 occurs.

The Company previously disclosed that its investments in AmeriCold
Logistics met the criteria for consolidation under FIN No. 46 and it would
consolidate AmeriCold Logistics beginning July 1, 2003 by restating its prior
period consolidated financial statements. However, in October 2003, FASB issued
FASB Staff Position No. FIN 46-6, Effective Date of FASB Interpretation No. 46,
Consolidation of Variable Interest Entities. This position allowed public
entities to defer the date for implementing FIN No. 46, except certain required
disclosures, until the end of the first interim or annual period ending after
December 15, 2003 if certain conditions apply. The Company concluded that
AmeriCold Logistics qualified for deferral and elected to implement FIN No. 46
on December 31, 2003. However, on December 24, 2003, FASB issued a revision to
FIN No. 46 to, among other things, clarify some of the provisions of FIN No. 46.
The revision allows a public entity which is a small business issuer, as defined
in Regulation S-B, that has not previously applied FIN No. 46 to implement the
revision no later than the end of the first interim or annual period ending
after December 15, 2004. The Company meets the criteria of the small business
issuer definition and has elected to implement the revision on December 31,
2004. The Company is evaluating its implementation alternatives (i.e.,
restatement of its previously issued consolidated financial statements or a
cumulative effect adjustment). Had AmeriCold Logistics been consolidated as of
December 31, 2003, the Company's accumulated deficit and accumulated other
comprehensive loss would have increased to $99, 955,000 and $15,363,000,
respectively.

RESULTS OF OPERATIONS
Years Ended December 31, 2003 and 2002

The Company had a net loss of $785,000 for the year ended December 31,
2003, compared to a net loss of $10,351,000 for the prior year, a decrease of
$9,566,000. The Company did not record $21,779,000, its 60% share of AmeriCold
Logistics' net loss of $36,298,000 for the year ended December 31, 2003, as the
Company's investments in and advances to AmeriCold Logistics were fully absorbed
by the Company's share of the comprehensive losses of AmeriCold Logistics at
December 31, 2002. In the year ended December 31, 2002, the Company recorded its
share of AmeriCold Logistics' net loss of $29,766,000, or $17,980,000.
Additionally, the Company recognized $896,000 and $8,608,000 as income in the
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respective periods. These amounts represent repayments from AmeriCold Logistics
of its loans from the Company that were previously reduced by equity in losses
of AmeriCold Logistics.

General and administrative expenses were $1,118,000 for the year ended
December 31, 2003, compared to $1,053,000 for the prior year, an increase of
$65,000. The increase resulted primarily from higher insurance costs and
professional fees.

Interest and debt expense to Vornado was $1,560,000 for the year ended
December 31, 2003, compared to $1,999,000 for the prior year, a decrease of
$439,000. The decrease resulted from interest calculated at lower LIBOR rates on
a lower average outstanding balance due to the December 2002 $7,685,000
principal payment made following the quarry sale, as discussed below.

The following represents the components of the Company's income (loss)
from AmeriCold Logistics:

For The Year Ended December 31,

(amounts in thousands) 2003 2002
EQUILY 2N 10SS . ittt ittt ettt ettt eeneaeeenns $ - $  (17,980)
Interest ON 10ANS. .t i ittt ittt neeeeeeneenns 994 2,070
Recovery from repayments of loans
previously reduced by equity in losses... 896 8,608
$ 1,890 $ (7,302)
_16_

The Company did not record $21,779,000, its 60% share of AmeriCold
Logistics' net loss of $36,298,000 for the year ended December 31, 2003, as the
Company's investments in and advances to AmeriCold Logistics were fully absorbed
by the Company's share of the comprehensive losses of AmeriCold Logistics at
December 31, 2002 and as the Company is not liable for the obligations of, or
otherwise committed to provide additional financial support to, AmeriCold
Logistics. In the year ended December 31, 2002, the Company recorded its share
of AmeriCold Logistics' net loss of $29,766,000, or $17,980,000. The decreases
in interest earned on the Company's loans to AmeriCold Logistics were
attributable to lower average loans outstanding in the current year. The
$896,000 and $8,608,000 recognized as income in the respective periods represent
repayments from AmeriCold Logistics of its loans from the Company that were
previously reduced by equity in losses of AmeriCold Logistics.

On December 31, 2002, Vornado and Crescent Real Estate Equities Company
("Crescent") formed a new joint venture (the "Quarry Company") in which Vornado
holds a 44% interest and Crescent holds a 56% interest. This new Jjoint wventure
acquired AmeriCold Logistics' Carthage, Missouri and Kansas City, Kansas
limestone quarries for $20,000,000, the appraised value. The purchase price
consisted of $8,929,000 in cash and the cancellation of $11,071,000 of notes
owed by AmeriCold Logistics to Crescent. AmeriCold Logistics recognized a gain
of $2,225,000 (of which the Company's share is $1,335,000). AmeriCold Logistics
used $8,800,000 of the cash proceeds to repay a portion of its loans from the
Company. The Company recognized a gain on the repayment from AmeriCold Logistics
of $8,608,000 as the loans were previously reduced by equity in losses of
AmeriCold Logistics. Additionally, AmeriCold Logistics entered into a management
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agreement with the joint venture to manage and operate the quarries for an
annual management fee of approximately $200,000 plus all direct expenses
incurred as operator of the quarries. The agreement is for a term of one year
and automatically renews for additional one-year periods unless terminated by
either party. The Company used the $8,800,000 repayment from AmeriCold Logistics
and $700,000 of its cash to repay $7,685,000 of principal and $1,815,000 of
interest and commitment fees under its Revolving Credit Agreement with Vornado.

To keep the Company's stockholders knowledgeable about the Company's
sole investment, a discussion of AmeriCold Logistics' results of operations is
included below. The amounts discussed below in "AmeriCold Logistics' Results of
Operations for the Years Ended December 31, 2003 and 2002" exclude the interest
income of $994,000 and $2,070,000 and gains of $896,000 and $8,608,000 recorded
by the Company in the years ended December 31, 2003 and 2002, respectively.

AmeriCold Logistics' Results of Operations for the Years Ended December 31, 2003
and 2002

The following is a discussion of the results of operations of AmeriCold
Logistics, the Company's investee in the temperature controlled logistics
business. See "Item 1. Business - Temperature Controlled Logistics Business
("AmeriCold Logistics')" for a discussion of the business. The data below
represents 100% of this business, in which the Company holds a 60% interest. For
the purpose of the discussion below, "Leased Operations" refer to operations at
warehouses leased by AmeriCold Logistics and "Other Operations" refer to (1)
warehouses managed by AmeriCold Logistics for the accounts of customers
("Managed Warehouses"), (ii) Transportation Management Services, which includes
freight routing, dispatching, freight rate negotiation, backhaul coordination,
and distribution channel assessments, and (iii) Quarry Operations. In December
2002, AmeriCold Logistics sold its quarries to a Jjoint venture owned 44% by
Vornado and 56% by Crescent, the owners of the Landlord. Additionally, AmeriCold
Logistics agreed to manage and operate the quarries for an annual management fee
of approximately $200,000 plus all direct expenses incurred as the operator.

Certain prior year amounts in this discussion were reclassified to
conform to the current year presentation.

Rev