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PART |
FI NANCI AL | NFORVATI ON

For war d- Looki ng St at enents

This quarterly report on Form 10-Q contains, and our periodic filings with
the Securities and Exchange Conmmission (the "SEC') and witten and ora
statements made by the Conpany's officers and directors to press, potenti al
investors, securities analysts and others, wll contain, f orwar d- | ooki ng
statements wthin the meaning of Section 27A of the Securities Act of 1933 (the
"Securities Act") and Section 21E of the Securities Exchange Act of 1934 (the
"Exchange Act"), and the Conpany intends that such forward-I|ooking statenents be
subject to the safe harbors created thereby. These forward-looking statements
are not historical facts, but rather are predictions and generally can be
identified by use of statements that include phrases such as "believe,"

"expect," "anticipate," "estimate,"” "intend," "plan," "foresee," "looking
ahead," "is confident," "should be," "will," "predicted,”" "likely" or other
words or phrases of simlar import. Simlarly, statenents that describe or
contain information related to matters such as our intent, belief, or

expectation with respect to financial performance, realization of value from our
equity investrments, recoveries on amounts witten off in prior periods, clains
resol ution under the Plan (as defined below), cash availability and cost-cutting
measures are forward-1ooking statements. These forward-|ooking statenents often
reflect a nunber of assunpti ons and involve known and unknown risks,
uncertainties and other factors that could cause our actual results to differ
materially fromthose currently anticipated in these forward-1ooking statenents.
In light of these risks and uncertainties, the forward-|ooking events m ght or
m ght not occur, which may affect the accuracy of forward-|ooking statenments and
cause the actual results of the Company to be materially different from any
future results expressed or inplied by such forward-1ooking statenents.

I nportant factors that could cause actual results to differ naterially from
those suggested by these witten or oral forward-|ooking statenents, and could
adversely affect our future financial performance, include the risk factors
di scussed in Item 2, Managenent's Discussion and Anal ysis of Financial Condition
and Results of Qperation, below. Many of the risk factors that could affect the
results of the Conpany's operations are beyond our ability to control or
predict.

I TEM 1. FI NANCI AL STATEMENTS

THE COVPANY EMERGED FROM CHAPTER 11 BANKRUPTCY PROCEEDI NGS ON AUGUST 12
2002. THE PURPCSE CF THE COWMPANY |S TO SELL, COLLECT OR OIHERW SE REDUCE TO
MONEY | N AN ORDERLY MANNER THE REMAI NI NG ASSETS COF THE CORPORATI ON.  PURSUANT TO
THE COVPANY' S PLAN OF REORGANI ZATI ON (THE "PLAN') AND RESTRI CTI ONS CONTAI NED I N
THE COWPANY' S CERTI FI CATE OF | NCORPCRATI ON, THE COWMPANY | S SPECI FI CALLY
PROH BI TED FROM ENGAG NG I N ANY BUSINESS ACTIVITIES | NCONSI STENT WTH ITS
LIMTED BUSINESS PURPOSE. ACCCRDINGEY, WTH N THE NEXT FEW YEARS, IT IS
ANTI CI PATED THAT THE COWPANY WLL HAVE REDUCED ALL OF I'TS ASSETS TO CASH AND
MADE DI STRIBUTIONS OF ALL AVAILABLE CASH TO HOLDERS CF | TS COVMON STOCK AND
CONTI NGENT DI STRIBUTION RIGHTS IN THE MANNER AND PRIORITIES SET FORTH I N THE
PLAN. AT THAT PO NT, THE COWPANY WLL CEASE OPERATIONS AND NO FURTHER
DI STRI BUTI ONS W LL BE MADE

AS A RESULT OF THE REORGANI ZATION AND THE | MPLEMENTATI ON OF FRESH- START
REPORTI NG AS FURTHER DESCRI BED HEREIN, THE COMPANY'S RESULTS OF OPERATI ONS
AFTER JULY 31, 2002 ARE NOT COMPARABLE TO RESULTS REPCRTED I N PRI OR PERI ODS FOR
COMVDI SCO, I NC



Wnd-down of Operations: Resignation of Board of Directors and Oficers
and assunption of responsibilities by the Disbursing Agent

On April 15, 2004, the Bankruptcy court entered an order (the "Oder")
granting the notion (the "Mdtion") that was filed on February 17, 2004 by the
Conpany in furtherance of the Plan. A copy of the Mdotion was furnished to the
SEC on a Form 8-K pursuant to Item9 on February 18, 2004. The Conpany al so
included a copy of the Mition inits Report to Stakeholders, dated WMarch 2,
2004, that was distributed to holders of: the Conpany's comon stock, contingent
distribution rights ("CDRs"), and disputed clainms remaining in the bankruptcy
and al so certain other interested parties.

- 3-
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Pursuant to and in furtherance of the Oder, on August 12, 2004, the
following will occur:

0 The officers of the Conpany, including Ronald C. Mshler who has served as
Chai rman, Chief Executive Oficer and President of the Conpany since August
2002, will resign their respective officer positions.

o0 The Board of Directors wll appoint Randolph |. Thornton, as Chief
Executive O ficer, President and Secretary of Condisco Holding Conpany,
I nc.

0 The Conpany will file a Certificate of Amendnent to the Certificate of
I ncorporation of Comdi sco Hol ding Conpany, |Inc. (the "Certificate") wth
the State of Del aware anending the Conpany's Certificate to provide for a
Board of Directors consisting of one menber.

0 Four of the five individuals serving on the Board of Directors (Ronald C
M shler (chairman), Jeffrey A Brodsky, Robert M Chefitz and WIliam A
Mclntosh) wll resign their position as Directors. Randolph |I. Thornton
will not resign and will continue as sole director.

0 Randolph 1. Thornton's appointnent as Initial D sbursing Agent wll
becone effective. As Initial Disbursing Agent, he will assune the roles and
responsibilities perforned by the fornmer Board of Directors and officers of
the Conpany, including all neasures which are necessary to conplete the
adm ni stration of the reorgani zed debtors' Plan and Chapter 11 cases.

Subsequently, pursuant to and in furtherance of the O der, the Conpany wll
file, on August 12, 2004, a Certificate of Dissolution wth the Secretary of
State of the State of Delaware to formally extinguish Condi sco Hol di ng Conpany,
Inc.'s corporate existence with the State of Del aware except for the purpose of
compl eting the wi nd-down contenpl ated by the Pl an.

W nd- down of Operations: Managenent |ncentive Conpensation Plans and End of Term
desi gnation

Fol | owi ng the Conpany's energence from bankruptcy on August 12, 2002, the
Conpany's operations were reorganized into four reportabl e business units. These
busi ness units were: (i) US Leasing, which included | easing operations in the US
and Canada and was managed by Condisco, |Inc.; (ii) European IT Leasing, which
was managed by Condi sco d obal Hol di ng Conpany, Inc.; (iii) Ventures, which was
managed by Condisco Ventures, |Inc.; and (iv) the Corporate Asset Managenent
group (the "CAM group"). The Conpany's CAM group was responsible for the sale
and run-off of certain assets held by Condisco dobal Holding Conmpany, Inc.,
Comdi sco, Inc. and their subsidiaries that renained after certain pre-enmergence
asset sales. The CAM group's operations were managed through Condi sco, Inc. For
busi ness segnment reporting purposes, the CAM group also included various



corporate assets and liabilities managed by Condisco Holding Conpany, Inc.
corporate staff.

Each of the business wunits' nmanagenent teans participated in Bankruptcy
court-approved Conpensation Plans. Wiile the award opportunities differed for
each of these units, the nanagenent incentive plan ("MP"), as a whole, was
i ntended to provide adequate conpensation for retention of key enpl oyees and an
incentive to maxi m ze the value of each business unit's assets for the benefit
of all stakeholders. The MP included two conponents: Seniannual Performance
Bonuses and Upside Sharing opportunities for specified enployees. For purposes
of the Upside Sharing plans, the Board of Directors determined that the business
units had substantially conpleted their business unit objectives and decl ared
End of Term (as defined in the Conpensation Plans) for US Leasing as of My 31,
2004 and for Condi sco Ventures and CAM group as of April 30, 2004 and authorized
paynents to be nmade to participants in the respective business wunit Upside
Sharing Plans. Paynments to eligible participants in US Leasing were nmade in July
2004. Paynents to eligible participants for Condi sco Ventures and the CAM group
were conpleted in June 2004. The European IT Leasing wunit's conpensation plan
did not include an Upside Sharing conponent.

W nd- down of Operations: Consolidation of Business Units

As a result of the substantial w nd-down of operations, the declaration of
End of Term for purposes of each business units' managenent incentive plan and
the consolidation of the nmanagenent structure, the Conpany believes that
busi ness segnent results have beconme substantially irrelevant and, accordingly,
the Conpany has consolidated its business wunits and has ceased to report
i ndependent business segnment results beginning with this quarterly report on
Form 10- Q
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Condi sco Hol di ng Conpany, Inc.

CONSOLI DATED STATEMENTS OF EARNI NGS (LOSS) (UNAUDI TED)
(in mllions except per share data)

<TABLE>
<CAPTI ON>
Three nonths ended N ne nonths ended
June 30, June 30,
2004 2003 2004 2003
<s> <c> <c> <c> <c>
Revenue
Leasi ng
Oper ating $ 1 $ 24 $ 13 $ 115
Di rect financing - 1 1 3
Sal es-type - 2 1 4
Total |easing 1 27 15 122
Sal es 17 38 42 70
Technol ogy services - 2 1 12
Agere | ease participation paynent 1 - 25 -
Sal e of properties - - 5 -
Forei gn exchange gain (I o0ss) (1) 6 - 22
O her 3 4 13 13
Total revenue 21 77 101 239
Costs and expenses
Leasi ng
Oper ating 1 21 7 98
Sal es-type - 2 1 4
Total |easing 1 23 8 102
Sal es 16 32 33 68
Technol ogy services - 1 1 7
Selling, general and adm nistrative 6 18 25 53
Contingent distribution rights 3 22 4 38
Wite-down of equity securities 1 7 1 15
Bad debt expense (2) (27) (10) (74)
I nt er est - 1 - 25
Total costs and expenses 25 77 62 234
Earni ngs from conti nui ng operations before i ncone
taxes (benefit) (4) - 39 5
I ncone taxes (benefit) (2) (1) (10) -
Earni ngs from conti nui ng operations (2) 1 49 5
Earni ngs (loss) fromdi scontinued operations, net of
t ax 10 39 (9) 80

Net ear ni ngs $ 8 $ 40 $ 40 $ 85



Basi ¢ earnings (loss) per comon share:

Earni ngs from conti nui ng operations
Earnings (loss) fromdiscontinued operations

Net earni ngs

Diluted earnings (loss) per common share:

Earni ngs from conti nui ng operations
Earni ngs (loss) from di sconti nued operations

Net earni ngs

See accompanyi ng notes to consolidated financial

</t abl e>
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Conmdi sco Hol di ng Conpany, I nc.
CONSQOLI DATED BALANCE SHEETS
(in mllions except share data)

(Unaudi t ed)
June 30,
2004
ASSETS
Cash and cash equival ents $ 169
Cash - legally restricted 19
Recei vabl es, net 4
I nventory of equi pnent -
Leased assets:
Direct financing and sal es-type 3
Operating (net of accumul ated depreciation) 2
Net | eased assets 5
Equity securities 13
Assets of discontinued operations 8
O her assets 1
$ 219
LI ABI LI TIES AND STOCKHOLDERS' EQUITY
Accounts payabl e $ 4
Accrued i ncone taxes 43
Liabilities related to assets of
di sconti nued operations 1
Def erred i ncone 2
QO her liabilities:
Accrued conpensation 23
Contingent distribution rights 25
O her 3
Total other liabilities 51
101
St ockhol ders' equity:
Common stock $.01 par val ue. Authorized
10, 000, 000 shares; issued 4,200,000 shares.
4,196, 022 shares outstandi ng at June 30, 2004
and 4, 197,100 at Septenber 30, 2003 -
Addi tional paid-in capital 110
Accunul at ed ot her conprehensive incone 8
Ret ai ned ear ni ngs -
Conmon stock held in treasury, at cost; 3,978
shares at June 30, 2004 and 2,900 at
Sept enber 30, 2003 -
Total stockholders' equity 118
$ 219

See acconpanyi ng notes to consolidated financial statenents.

-6-
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Conmdi sco Hol di ng Conpany, I nc.

CONSOLI DATED STATEMENTS OF CASH FLOAS ( UNAUDI TED)
(in mllions)

For the nine nonths ended June 30, 2004 and 2003

Cash flows fromoperating activities:

perating | ease and other |easing receipts $

Lease portfolio sales

Sal es of equi pnent

Sal es costs

Technol ogy services receipts

Technol ogy services costs

Not e receivabl e receipts

Warrant proceeds

O her revenue

Selling, general and adm nistrative expenses
Contingent distribution rights paynents
I nt er est

I ncone taxes

Net cash provided by continuing operations
Net cash provided by discontinued operations

Net cash provided by operating activities

Cash flows frominvesting activities:
Equi pnent purchased for | easing
Not es receivabl e
Equity investnents
Equi prent purchased for |easing by discontinued operations
O her

Net cash used in investing activities

Cash flows from financing activities:
Cash used by di scontinued operations
Net decrease in notes and term notes payabl e
Di vi dends paid on Common Stock
Decrease (increase) in legally restricted cash
O her

Net cash used in financing activities

Net increase (decrease) in cash and cash equival ents
Cash and cash equival ents at begi nning of period

Cash and cash equival ents at end of period $

See acconpanyi ng notes to consolidated financial statenents.
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Condi sco Hol di ng Conpany, Inc.

CONSOLI DATED STATEMENTS OF CASH FLOWS ( UNAUDI TED)
(in mllions)
For the nine nonths ended June 30, 2004 and 2003

Reconciliation of earnings from
continui ng operations to net cash provided by
operating activities:

Earni ngs from conti nui ng operations

Adj ustments to reconcil e earnings from
continui ng operations to net cash provided by
operating activities:

Leasing costs, prinmarily depreciation and

anortization

Leasing revenue, primarily principal portion

of direct financing and sal es-type | ease rentals

Cost of sales

Technol ogy services costs, prinarily
depreciation and anortization

I nt er est

I ncone taxes

Pri nci

Sel l'ing,

pal

portion of notes receivable

general, and administrative expenses

Contingent distribution rights
Lease portfolio sales

O her,

net

Net
Net

Net

cash provided by continuing operati

-- CONTI NUED

ons

cash provided by discontinued operations

cash provided by operating activiti

See acconpanyi ng notes to consolidated financial
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COVDI SCO HOLDI NG COVPANY, | NC
NOTES TO CONSOLI DATED FI NANCI AL STATEMENTS ( UNAUDI TED)
June 30, 2004 and 2003

The following discussion and analysis should be read in conjunction wth
"Managenment's Discussion and Analysis of Financial Condition and Results of
Operations” included in Item2 bel ow and in the Conpany's Annual Report on Form
10-K for the fiscal year ended Septenber 30, 2003, and with the Consolidated
Financial Statements and related notes in the Conmpany's Annual Report on Form
10-K for the fiscal year ended Septenmber 30, 2003.

1. Reor gani zati on

On July 16, 2001, Condisco, Inc. ("Predecessor") and 50 of its donestic
subsidiaries filed voluntary petitions for relief under Chapter 11 of the United
States Bankruptcy Code in the United States Bankruptcy Court for the Northern
District of Illinois, Eastern Division (the Bankruptcy court) (consolidated case
nunber 01-24795) (the "Filing"). Condisco Holding Conpany, Inc., as the
successor conpany ("Successor") to Condisco, Inc., energed from bankruptcy under
a confirned pl an of reorgani zation (the First Amended Joint Plan of
Reorgani zation (the "Plan")) that becanme effective on August 12, 2002 (the
"Effective Date"). For financial reporting purposes only, however, the effective
date for inplenentation of fresh-start reporting was July 31, 2002

I mpl enentation of the Plan resulted in the reorgani zati on of Condi sco, Inc.
and its domestic and foreign subsidiaries into Condisco Holding Conpany, Inc.
and three new primary subsidiaries: (i) Comdisco G obal Hol di ng Conpany, Inc. (a
di rect wholly-owned subsidiary of Comdi sco Hol di ng Conpany, Inc.), which became
responsible for the management of the sale and run-off of the Company's
reorgani zed European |IT Leasing operations and assets; (ii) Condisco, Inc. (a
di rect wholly-owned subsidiary of Comdi sco Hol di ng Conpany, Inc.), which became
responsible for the management of the sale and run-off of the Company's
reorgani zed US Leasing operations and assets; and (iii) Condi sco Ventures, Inc.
(whi ch becanme a direct wholly-owned subsidiary of Condisco, Inc.), which becane
responsi bl e for the nanagenent of the sale and run-off of the Conpany's venture
financing operations and assets ("Ventures"). The Conpany's Corporate Asset
Management group (" CAM group") becane responsible for the sale and run-off of
certain assets held by Condi sco d obal Hol di ng Conmpany, Inc., Condisco, Inc. and
their subsidiaries that remained after certain pre-enmergence bankruptcy asset
sales. The CAM group's operations were managed through Condisco, Inc. For
busi ness segment reporting purposes, the CAM group also included various
corporate assets and liabilities managed by Conmdi sco Holding Conpany, |Inc.
corporate staff. |Inplementation of the Plan also resulted in the reorgani zation
of Prism Communication Services, Inc. and its subsidiaries ("Prisnm); as a
consequence, Prism becane a direct wholly-owned subsidiary of Condi sco Donestic
Hol ding Company, Inc., which is itself a direct wholly-owned subsidiary of
Condi sco, Inc. On February 26, 2004, the Bankruptcy court entered an order
closing the fully adm nistered Prismcases effective March 5, 2004.

Condi sco Hol di ng Company, Inc. was fornmed on August 8, 2002 for the purpose
of selling, collecting or otherwise reducing to noney in an orderly manner the
remai ni ng assets of the Conpany and all of its direct and indirect subsidiaries,
including Condisco, Inc. As nore fully described in the Plan, the Conpany's
business purpose is limted to the orderly sale or run-off of all its renmining
assets. Pursuant to the Plan and restrictions contained in its certificate of
incorporation, the Conpany is specifically prohibited from engaging in any
busi ness activities inconsistent with its |linmted business purpose. Prior to the
bankruptcy, Condisco, Inc. provided technology services worldwide to help its
custoners nmaxim ze technology functionality, predictability and availability,
while freeing themfromthe conplexity of managing their technol ogy. Condisco,
Inc. offered leasing to key vertical industries, including sem conductor



manuf act uri ng and el ectronic assenbl y, heal t hcar e, t el econmuni cati on,
pharmaceutical, biotechnol ogy and manufacturing. Through its Condi sco Ventures
group, Condisco, Inc. provided equipnent I|easing and other financing and
services to venture capital-backed conpanies

Consummation of the Plan resulted in (i) the distribution of cash totaling
approximately $2.2 billion; (ii) the issuance of variable rate senior secured
notes due 2004 in aggregate principal anmount of $400 mnillion (the "Senior
Notes"); (iii) the issuance of 11% subordinated secured notes due 2005 in
aggregate princi pal anount of $650 million (the "Subordinated Notes"); (iv) the
i ssuance of 4.2 mllion shares of new conmmn stock ("Conmon Stock"); (v) the
i ssuance of contingent distribution rights (the "CDRs") to holders of the

<page>
Predecessor conpany's comon stock; and (vi) the cancellation of the Predecessor
conmpany's notes, notes payabl e, compbn stock and stock options.

Consummation of the Plan resulted in the election of a new Board of
Directors for the Conpany (the "Board"). The Board is conprised of five menbers.
The managenent director and Chairman is Ronald C. Mshler, Chief Executive
Oficer. The four additional menbers of the Board are Jeffrey A Brodsky, Robert
M Chefitz, WIlliam A MlIntosh and Randol ph I. Thornton. (See Item 1 "W nd-down
of Operations: Resignation of Board of Directors and Oficers and assunption of
responsibilities by the Disbursing Agent" regarding anticipated changes in the
composition of the Board of Directors).

2. Basis of Presentation

In this quarterly report on Form10-Q references to "the Conpany," "
Condi sco Hol ding," "we," "us" and "our" mean Condi sco Hol di ng Conpany, Inc., its
consol i dated subsidiaries, including Condisco dobal Holding Conmpany, Inc.,
Condi sco, |Inc., Condisco Donestic Hol di ng Conpany, Inc. and the former Condi sco
Ventures, Inc., and its predecessors, except in each case where the context
i ndi cates otherwi se. References to "Condisco, Inc." nmean Comdi sco, Inc. and its
subsidiaries, other than the Prismentities, prior to the Conpany's energence
from bankruptcy on August 12, 2002, except where the context indicates
ot herw se.

Due to the Company's reorganization and inplenentation of fresh-start
reporting effective on July 31, 2002, the consolidated financial statements for
the Successor company, presented herein, are not conparable to those of the
Predecessor conmpany presented in filings with the SEC for periods prior to July
31, 2002.

Certain reclassifications, including those for discontinued operations,
have been nade in the 2003 financial statenents to conform to the 2004
present ati on.

3. Di sconti nued Operations

Because of the sale of assets described in Note 4 of Notes to Consolidated
Fi nancial Statenents, anmounts in the consolidated financial statenments and

related notes for all periods shown have been restated to account for the US
Leasing operations, International Leasing and Gernan |easing operations (the
"Gernman Leasing Subsidiary") as discontinued operations. "International Leasing"

refers to the Conpany's forner French, Swiss, Austrian, Australian and New
Zeal and | easi ng operations. The Conpany sold the stock of its French, Sw ss and
Austrian subsidiaries and sold the assets of its Australian and New Zeal and
operations. Each of the aforenentioned transactions resulted froman extensive
offering and conpetitive bidding process run by the Conpany's independent



i nvest ment banking firm

Following is summary financial information for the Conpany's discontinued
operations for the three and nine nmonths ended June 30, 2004 and 2003 (in
mllions):

<TABLE>
<CAPTI ON>
Three nont hs ended Ni ne mont hs ended
June 30, 2004 June 30, 2004
Ger man Ger man
I nter- Leasi ng I nter- Leasi ng
us national Sub- us national Sub-
Leasi ng Leasi ng sidiary Total Leasing Leasing sidiary Tota
<S> <Cc> <Cc> <Cc> <Cc> <Cc> <Cc> <Cc> <Cc>
Revenue $ 21 % - $ - $ 21 $ 30 % 1 % 2 $ 33

Ear ni ngs (I oss)

from di sconti nued
oper ati ons:
Before inconme taxes $ 10 $ - $ - $ 10 $ (4) $ 1 $ (6) $ (9)
I ncone taxes - - - - - - - -

Net earnings (| o0ss) $ 10 $ - $ - $ 10 $ (4) % 1 3 (6) $ (9
</ TABLE>
<PAGE>
<TABLE>
<CAPTI ON>
Three nont hs ended Ni ne nont hs ended
June 30, 2003 June 30, 2003
Ger man Ger man
I nter- Leasi ng Inter- Leasing
us nat i onal Sub- us nati onal Sub-

Leasi ng Leasi ng sidiary Total Leasing Leasing sidary Tot a
<s> <c> <c> <c> <c> <c> <c> <c> <c>
Revenue $ 5  $ - $ 1 $ 56 $ 170 % 2 $ 80 $ 252
Gin on sale $ - $ 7 $ 24 $ 31 % - 3% 7 $ 24 $ 31

Earni ngs from
di scont i nued
operati ons:

Before i ncone taxes $ (3) $ 7 $ 25 $ 29 % 27 % 9 $ 37 $ 73
I nconme taxes (10) - - (10) (10) - 3 (7)
Net ear ni ngs $ 7% 7 $ 25 $ 39 % 37 $ 9 $ 34 $ 80

</ TABLE>



4, Sal e of Assets
US Leasi ng

On June 27, 2003, the Board of Directors approved a plan to sel
substantially all of the assets of US Leasing and authorized nmanagenent to enter
into negotiations for the purpose of conpleting a sale transaction. On August
25, 2003, the Conpany announced that it had agreed to sell its U S information
technol ogy | easi ng business to Bay4 Capital Partners, LLC ("Bay4"). On Septenber
9, 2003, the Conpany conpleted the sale to Bay4. Under the terns of the asset
purchase agreenment, and after conpletion of the post closing adjustnments to the
purchase price in October 2003, the Conpany received approximately $19.4 mllion
in cash, and Bay4 assuned approximately $21.3 million in secured nonrecourse
debt to third parties. The Conpany retained a secured non-recourse interest of
approximately $27.3 million in certain other leases. |n addition, the Conpany
received a note in the amount of approximately $39.9 nillion payable prinmarily
fromthe realization of the residual value of the assets (the "residual note").
Furthernore, the note evidenced the Conpany's right to share in the proceeds, if
any, realized fromthe assets beyond the stated anount of the note.

Through May 13, 2004, the Conpany had received approximately $29 mllion of
paynents on the residual note. On May 13, 2004, the renmmining residual note
bal ance and the Company's right to share were settled wth Bay4 for $16.5
mllion. The Conpany realized a gain of approximately $6 mllion as a result of
this transaction in the current quarter

In April 2004, Bay4 paid Condisco approximately $15 million in paynent of
principal on the Conpany's retained secured non-recourse interest in certain
| eases purchased by Bay4. The remaining principal balance, which is included in
assets of discontinued operations-US |easing, was approxinmately $5 mllion at
June 30, 2004.

On Septenber 30, 2003, the Conpany conpleted the sale of its Canadi an
informati on technol ogy |easing assets to Bay4 Capital Partners, |Inc. Under the
terns of the asset purchase agreenent the Conpany received approximately 1.6
mllion Canadian dollars (approximately $1.2 million as of Septenber 30, 2003).

European | T Leasing

On Cctober 18, 2002, the Company announced that it had sold Conputer
Di scount GnbH, a | easing subsidiary of Condisco, Inc. fornerly known as Condi sco
Austria @GrbH, to the Austrian conpany PH Hol ding GrbH. Under the terns of the
purchase agreenment, PH Hol ding GivbH agreed to pay euro 7 mllion (approxi mtely
US $8.6 million as of Septenber 30, 2002) for 100 percent of the stated share
capital of Conputer Discount GrH As part of the deal, PH Holding GrbH agreed
to continue to oversee the liquidation of Condisco Ceska Republika S. RO, a
whol | y-owned Czech subsidiary of Computer Discount GrbH, which was conpl eted on
August 14, 2002. On Cctober 18, 2002, the Company announced that it had sold
Conprendium Finance S. A, formerly known as Condisco (Switzerland) S A, a
| easing subsidiary of Condisco d obal Holding Company, Inc., to Conprendi um
Investments S. A, a Swiss conpany. Pursuant to the terns of the sal e agreenent,
the Company received CHF 13.0 mllion (approximately US. $8.7 mllion as of
Sept enber 30, 2002). On Cctober 18, 2002, the Conpany announced that it, along
with Condi sco d obal Holding Conpany, Inc., had entered into an agreenent for
the sale of the stock of the Conpany's French |easing subsidiaries, Condisco
France SA and Pronodata SNC, to Econocom G oup SA/NV. Condi sco France S. A was a
whol | y-owned subsidiary of Comdi sco d obal Hol di ng Conpany, Inc. and Pronpdata
SNC was a whol | y-owned subsidiary of Comdi sco France S. A The sal e of the French
| easing subsidiaries closed on Decenber 23, 2002 and the Conpany received the
proceeds in the anmpunt of approximtely euro 69 mllion (U S. $70 mllion).
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On April 30, 2003, the Conpany announced that it had conpleted the sal e of
the stock of its leasing subsidiary in Germany to Minich-based Conprendi um
I nvestment (Deutschland) GirbH, which is owned by Conprendium |nvestnents S. A
(" Conprendiunt'), a Swi ss conpany. Under the ternms of the Anended Share Purchase
Agreenment, Condi sco received approximately euro 285 mllion (approxi mtely $316
mllion) at closing, and four additional paynents totaling up to approximtely
euro 38 nillion over the 42 nonths following closing, dependent upon specific
portfolio performance criteria. On March 31, 2004, the Conpany accepted a
di scount ed prepaynent by Conprendi um of the four renaining paynments due fromthe
sale. The Conpany received 30.5 nmillion euros in lieu of four payments of 9.5
mllion euros each, scheduled for paynent in April 2004, April 2005, WMy 2006
and Decenber 2006. The four additional paynents would have been subject to
reduction if certain custoners exercised contractual term nation provisions. The
Conpany recorded a charge of approximately $2 mllion ($0.47 per share) in the
three nmonths ended March 31, 2004 to reflect the difference between the prepaid
anmount and the carrying value of the four schedul ed paynents. In accordance with
Statement of Financial Accounting Standards No. 144, "Accounting for the
| mpai rment or Disposal of Long-Lived Assets,"” the Conpany recorded a charge of
$6 mllion ($1.46 per share) in the first quarter of fiscal 2004 to reduce cost
in excess of fair value to reflect the difference between carrying value and
estimated proceeds froma sale or early buy-out.

For financial reporting purposes, at Septenber 30, 2003, the four
addi ti onal paynents di scussed above were included in the bal ance sheet as assets
of discontinued operations. The results of operations of the Company's GCernan
Leasing Subsidiary for the three and nine nonths ended June 30, 2004 and 2003
are included in the statenent of earnings (loss) as discontinued operations.

Cor porate Asset Managenent

On January 7, 2004, the Conpany conpleted the sale of its participation
interest in certain Agere Systens, Inc. ("Agere") |ease paynents. The aggregate
purchase price was approximately $18 million. Approximately $15 mllion was
received in cash and the remuining $3 million was placed in escrow pending the
resol ution of post-closing adjustments, if any, to be made over the next year
Approximately $1.2 mllion of the remmining $3 mllion placed in escrowin
January 2004 was received by the Conmpany on May 12, 2004.

The participation interest was included in Condisco's June 30, 2004 and
Sept enber 30, 2003 bal ance sheets in receivables at the present value of the

m nimum paynments, or approximately $2 million and $24 mllion, respectively,
and, in alike anmount, in deferred incone. During the three and ni ne nonths
ended June 30, 2004, the Conpany received approximately $1 mllion and $25
mllion ($9 mllion in payments prior to the sale, $15 nmillion fromthe sale
and $1 mllion fromthe escrow in May 2004), respectively, in paynents wth
respect to the participation interest. Al proceeds related to the participation
interest have and will be reflected in Condisco's earnings when received.

The Conpany conpleted the sale of its former Availability Solutions
facility in Eching, Germany in March 2004 for approximately $2.5 nmillion. The
Conpany recorded a $2.5 mnillion gain during the three nonths ended March 31,
2004 as a result of the sale.

The Conpany conpleted the sale of its Carlstadt property in Novenber 2003
for approximately $2.2 mllion of which approximately $1.5 million was placed in
escrow pending resolution of an unrelated New Jersey state tax issue. On Apri
28, 2004, the Conpany and the State of New Jersey settled the unrelated state
tax issue and the $1.5 mllion in escrow has been received by the Conpany. The
Conmpany recorded a $2.2 million gain during the three nonths ended December 31,
2003 as a result of the sale.



The only remaining property owned by the Conpany at June 30, 2004 was a
day-care facility adjacent to the Conpany's headquarters, with an estimated fair
mar ket val ue of less than $1 mllion

5. Interest-Bearing Liabilities

Upon energence, the Conpany's general unsecured creditors received, and the
Di sputed O ains Reserve was funded with, their pro-rata share of an initial cash
distribution of approximately $2.2 billion. 1In addition, general unsecured
creditors received, and the Disputed Cdains Reserve was funded wth, their
pro-rata share of two separate note issuances: the Senior Notes in aggregate
principal ampunt of $400 million with an interest rate of three nonth LIBOR plus
3% and the Subordi nated Notes in aggregate principal anpbunt of $650 million with
an interest rate of 11%

On October 21, 2002, the Conmpany redeemed the entire $400 mllion
out st andi ng principal amount of its Senior Notes. On April 28, 2003, the Conpany
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made the final redenption of its Subordi nated Notes. The Seni or and Subordi nat ed
Notes were redeened at 100% of their principal anmount plus accrued and unpaid
interest from August 12, 2002 to their respective redenption dates.

The average daily borrow ngs outstanding during the nine nmonths ended June
30, 2004 were nominal. This conpares to average daily borrow ngs during the nine
nont hs ended June 30, 2003 of approxinmately $502 nmillion, wth a contractua
wei ght ed average interest rate of 8.68%

6. Recei vabl es

Recei vables include the followi ng as of June 30, 2004 and Septenber 30,
2003 (in mllions):

June 30, Sept ember 30,
2004 2003

Not es $ 2 $ 27
Account s 4 17
O her - 8
Total receivabl es 6 52
Al l owance for credit |osses (2) (11)
Tot al $ 4 $ 41

Not es

Certain paynents due fromthe Agere escrow are included in the balance
sheet in Notes at the present value of the nininmum |ease paynents, or
approximately $2 mllion and $24 mllion at June 30, 2004 and Septenber 30,
2003, respectively and, in a like anmount, in Deferred income. As paynents are
received, the Conpany records earnings equal in anmount to the paynent received
See Note 4 of Notes to Consolidated Financial Statenents.

At Septenmber 30, 2003, Ventures had notes receivable of approximately $2.6

mllion. No Ventures notes were outstanding as of June 30, 2004. As part of a
Ventures note transaction, the Conpany customarily received warrants to purchase
an equity interest in its customer, or a conversion option, in each case at a

stated exercise price based on the price paid by other venture capitalists.



Account s

Accounts receivabl e represent | ease rentals, notes receivable and equi pnent
sal es proceeds due but unpaid as of the bal ance sheet date.

O her

Included in other receivables at June 30, 2004 is approximately $1.1
mllion of estimated collections on Ventures |eases currently in default, offset
by a foreign VAT payable of approximately $1.3 mllion

Al | owance

The allowance for credit [|osses includes nanagenent's estinmate of the
anounts expected to be lost on specific accounts and for | osses on other as of
yet unidentified accounts, including estimated |osses on future non-cancel able
| ease rentals, net of estimated recoveries from remarketing of related | eased
equiprment. In estimating the reserve conponent for unidentified |osses inherent
within the recei vabl es and |ease portfolio, managenent assesses the
collectability of its specific receivables and leases and also relies on
hi stori cal experience, adjusted for any known trends, including industry trends,
in the portfolio.

Changes in the allowance for credit |osses for the nine nmonths ended

June 30, 2004 and 2003 were as follows (in mllions):
2004 2003

Bal ance at begi nning of period $ 11 $162
Provision for credit |osses (10) (74)
Net credit recoveries (losses) 1 (29)
Bal ance at end of period $ 2 $ 59
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7. Equity Securities

Prior to Filing, the Conpany, primarily through its Ventures group,
provided financing to privately held conpanies, in networking, optica
networ ki ng, software, communications, internet-based and other industries for

whi ch the Conpany received warrants and/or equity positions. The Ventures group
al so nade direct investnents in equity securities.

Mar ket abl e equity securities:

Vent ur es’ avai |l abl e-for-sal e security holdings were as follows (in
mllions):
G oss G oss
unrealized unrealized Mar ket
Cost gai ns | osses val ue
June 30, 2004 $ - $ 7 $ - $ 7
Sept enber 30, 2003 $ 1 % 11 $ - $ 12

Changes in the valuation of available-for-sale securities are included as
changes in the wunrealized holding gains (losses) in accunulated ot her
conprehensive incone (loss) (see Note 8 of Notes to Consolidated Financial
St atenment s). At June 30, 2004, the Conpany held securities of four
publicly-traded conpanies, Blue Nle, Inc., Atheros Conmunications, Inc.,



Cytokinetics, Inc. and NuVasive, 1Inc. Each of these holdings are subject to

| ock-up periods, which retrict the Conpany's ability to sell in the near term
At  Septenmber 30, 2003, the Conpany held securities of one publicly-traded
conmpany, iPass, Inc. ("iPass"). The Conpany sold its holdings of iPass comon

stock in February 2004. The narket value of the Conpany's holdings of iPass
common stock of approximately $11 mllion at Septermber 30, 2003 declined to
approximately $7 million at the tine of its sale in February 2004. The Conpany's
practice is to sell its marketable equity securities upon the expiration of the
| ock-up period. The | ock-up period for iPass expired in |late January 2004.

Realized gains or losses are recorded on the trade date based upon the
di fference between the proceeds and the cost basis deternined using the specific
identification method. Net realized gains are included in other revenue in the
consol idated statements of earnings (loss). A gain of approximately $7 million
fromthe sale of the Conpany's holdings in iPass is included in other revenue in
the consolidated statenents of earnings (loss) for the nine nonths ended June
30, 2004.

Equity investnents in private conpanies

On February 23,2004, the Conpany announced that its subsidiary, Condisco,

Inc., entered into agreenents (collectively, the "Agreenments") with W ndspeed
Acqui sition Fund GP, LLC ("W ndspeed") for the ongoing managenent and
l'iquidation of Condisco Vent ur es, Inc.'s warrant and equity investnent

portfolio. The managenent agreenent includes substantially all of the Conpany's
warrant and equity investnment portfolio. Wndspeed will be entitled to certain
fixed and declining nmanagenent fees. Additionally, after the Conpany has
realized a specified ambunt, Wndspeed will share in the net receipts at various
percentages. Copies of the Amended and Restated Limted Liability Conpany
Agreenent of Condi sco Ventures Fund A LLC (the former Condi sco Ventures, Inc.),
dated as of February 20, 2004 by and anong Condisco, Inc., Wndspeed and
Comdi sco Ventures Fund B, LLC and the Linmited Liability Conpany Agreenent of
Comdi sco Ventures Fund B, LLC, dated as of February 20, 2004, by and amnong
Condi sco, |Inc., Wndspeed and W ndspeed Acquisition Fund, L.P. were filed with
the SEC on a Form 8-K pursuant to Item5 on February 23, 2004. As a result of
the Agreenments, the ongoing managenent of the Conpany's equity investnments in
private conpanies is being provided by W ndspeed.

The Conpany's policy for equity investnents in privately held comnpanies,
which are non-quoted investments, 1is, in consultation with Wndspeed, to
regularly review the assunptions wunderlying the operating performance and cash
flow forecasts in assessing the carrying values. The Conpany identifies and
records inpairment |osses on equity securities when market and customer specific
events and circunstances indicate the carrying value mght be inmpaired. Al

wite-downs are considered permanent impairments for financial reporting
purposes. Wite-downs of equity securities totaled $1 million for three and nine
nmont hs ended June 30, 2004, conpared to $7 mllion and $15 mllion recorded in

the three and ni ne nonths ended June 30, 2003, respectively.
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8. St ockhol ders' Equity

When t he Conpany energed from bankruptcy, 4,200,000 shares of Combn Stock
were issued. As of June 30, 2004, the Conpany had 4,196,022 shares of Common
St ock outstanding and 3,978 shares of Commbn Stock held in treasury.

Al'l shares of the Predecessor conpany's conmmpbn stock were cancelled on
August 12, 2002. The Predecessor conpany's common stockhol ders were entitled to



distributions of CDRs under the Plan if they properly conpleted a transnitta
form and surrendered shares of the Predecessor conpany's comobn stock to Mellon
Investor Services LLC prior to August 12, 2003. Approximately five hundred
t housand CDRs were forfeited because hol ders of Conmdi sco, |Inc. common stock did
not exchange their cancelled shares for CDRs prior to the deadline prescribed in
the Plan. More information on the CDRs can be found in a Registration Statenent
on Form8-A filed by the Conmpany on August 12, 2002 with the SEC and in two
Bankruptcy Court orders entered in respect of the CDRs (incorporated by
reference to Exhibits 99.3 and 99.4 filed with the Conpany's Quarterly Report on
Form 10-Q as filed with the SEC on May 14, 2003).

From Septenmber 30, 2003 to June 30, 2004, the Conpany distributed

appr oxi mat el y $99 mllion in dividends on its Comon Stock, i ncl udi ng
approximately $48.3 million in May 2004. Condisco intends to treat the dividend
distributions for federal incone tax purposes as a series of |iquidating

distributions in complete Iiquidation of the Conpany.

St ockhol ders' equity consists of the following (in mllions):
<TABLE>
<CAPTI ON>
Addi ti onal Accunul at ed
Conmon pai d-in ot her conpre-
St ock capital hensi ve i ncone
<s> <c> <c> <c>
Bal ance at Septenber 30, 2003 $ - $ 169 $ 13
Net ear ni ngs
Transl ati on adj ust nent (1)
(1)
Change in unrealized gain (4)
(4)
Total conprehensive incone
Li qui dati ng divi dend (59)
(99)
Bal ance at June 30, 2004 $ - $ 110 $ 8
</ TABLE>
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Ret ai ned
ear ni ngs Tota

<C>
- $ 182
40 40
35
(40)
- $ 118



Total conprehensive incone (loss) consists of the following (in

mllions):
<TABLE>
<CAPTI ON>
Three nont hs Ni ne nont hs
ended June 30, ended June 30,
2004 2003 2004 2003

<s> <c> <c> <c> <c>
Forei gn currency translation adjustnents $ (1) $(38) $ (1) $ (4)
Unreal i zed gains (|l osses) on securities:

Unreal i zed hol ding gains (losses) arising

during the period 7 1 5 2

Recl assi fication adjustment for gains

i ncluded in earnings before incone taxes (1) (1) (9) (2)
Net unrealized gains (losses), before

i ncone taxes 6 - (4) -
I ncone taxes - - - -
Net unrealized gains (| osses) 6 - (4) -
O her conprehensive inconme (| o0ss) 5 (38) (5) (4)
Net earni ngs 8 40 40 85
Tot al conprehensive incone $ 13 $ 2 $ 35 $ 81
</ TABLE>
9. O her Financial Information

Legally restricted cash represents cash and cash equivalents that are
restricted solely for use as collateral supporting letters of credit, cash and
cash equivalents related to the Conpany's enpl oyee incentive conpensation pl ans,
and cash and cash equivalents held in escrowor in simlar accounts as a result
of the various proposed or conpleted asset sales. Legally restricted cash is
conprised of the following at June 30, 2004 and Septenber 30, 2003 (in
mllions):

June 30, Sept enber 30,

2004 2003
SunGard escrow $ - $ 1
Letter of credit - 3
I ncentive conpensati on escrows 18 37
O her 1 1
$ 19 $ 42

In November 2003, the Conpany and SunGard resolved all disputed natters
associated wth the SunGard escrow and, as a result, the Company received
$763,000. The Conmpany's exposure at Septenber 30, 2003 on the letter of credit
was elimnated in Novenmber 2003 by the customer prepaying the obligation
underlying the letter of credit. The decrease in the incentive conpensation
escrow is primarily the result of payments, approved by the Board of Directors,
made during the nine nmonths ended June 30, 2004 under the Conpany's Bankruptcy
court approved conpensation pl ans.



O her assets consist of the following (in millions):

June 30, Sept ember 30,

2004 2003
Def erred costs $ - $ 5
Prepai d expenses - 2
Deposits on rent - 1
O her 1 3
$ 1 $ 11
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O her liabilities consist of the following (in mllions):
June 30, Sept ember 30,
2004 2003
Accrued conpensation $ 23 $ 62
25 44
O her:
Cust omer advances, deposits - 7
Taxes ot her than incone 1 2
Accrued professional services - 1
Due SunGard - 1
O her 2 1
Tot al ot her 3 12
$ 51 $ 118
The liability for accrued conpensation includes payroll and estinated
anounts payable wunder the Conpany's Bankruptcy court approved conpensation
pl ans. The decrease in the accrued conpensation liability from$62 mllion at

Sept enmber 30, 2003 to $23 million at June 30, 2004 is primarily the result of
paynents nade by the Conpany under its Bankruptcy court approved nanagenent
incentive conpensation plans. (See Item 1 "W nd-down of Operations: Managenent
Incentive Conpensation Plans and End of Term designation").

From Cctober 2003 to June 2004, the Company made paynents to hol ders of
CDRs totaling approximately $23 mllion. CDR expense was approxinately $4
mllion in the nine nonths ended June 30, 2004. Accordingly, the liability for
CDRs has decreased from$44 nmillion to $25 nmillion from Septenber 30, 2003 to
June 30, 2004, respectively.

Managenent has adopted a nethodol ogy for estimating the anbunt due to CDR
hol ders following the provisions of Statement of Financial and Accounting
St andards No. 5, Accounting For Contingencies ("SFAS No. 5"). Under SFAS No. 5,
a liability nmust be booked that is probable and reasonably estinmable as of the
bal ance sheet date.

The anount due to CDR holders is based on the amunt and tinming of
distributions nade to forner creditors of the Conpany's predecessor, Condisco,

Inc., and is inpacted by both the value received fromthe orderly sale or
run-of f of Conmdisco Holding's assets and on the resolution of Disputed dains
still pending in the bankruptcy estate of Condisco, |nc.

The Conpany is not able to definitively estimte either the ultimte val ue



to be received for the remaining assets or the final resolution of remaining
Di sputed dainms. Accordingly, the Conpany does not forecast these outconmes in
calculating the liability. Instead, the liability calculation uses the Conpany's
book equity value as the basis for renmining asset value, reduced for estinated
operating expenses and increased for two itenms which did not inpact book equity
for financial reporting purposes at June 30, 2004: the estimated fair narket
val ue of the remmining property held for sale, and the participation interest in
certain |ease rental paynents due from Agere. See Notes 4 and 6 of Notes to
Consolidated Financial Statenents for further discussion of these itens. In
addition, the liability for CDRs is calculated as if all remaining D sputed
Clains are all owed. The anpbunts due to CDR holders will be greater to the extent
that Disputed Cainms are disallowed. The disallowance of a Disputed Caim
results in a distribution fromthe Disputed C ains Reserve to previously allowed
creditors that is entirely in excess of the mninmum percentage recovery
t hreshol d, above which recoveries to general unsecured creditors are shared with
CDR holders. In contrast, the allowance of a Disputed Caim results in a
distribution to a newWy allowed creditor that is only partially in excess of the
m ni mum per cent age recovery threshol d.

<page>

The remmining estimated Disputed Cdains in the bankruptcy estate of
Comdi sco, Inc. were $289 million at June 30, 2004. The Conpany does not expect
the Disputed Cains Reserve to change with the next scheduled quarterly
distribution on August 16, 2004. Two groups of Disputed Cdains (related to the
Shared Investnment Plan and a Ventures' conpensation plan dispute) represent
approximately 78 percent of the remaining aggregate estimated anount. The
portion of the COR liability that is based on the resolution of Disputed dains
assumes the entire $289 mllion of estimated Disputed Cains are allowed.
Utilizing the June 30, 2004 assunptions, if the liability had been cal cul ated as
if the entire $289 mllion of estinmated Disputed Cains are disallowed, the
incremental expense for the nine nonths ended June 30, 2004 would have been
approxi mately $110 mllion.

G oss cash distributions related to general unsecured clains total ed $3.983
billion through August 12, 2004. The distributions funded clains allowed on the
initial distribution date and the Disputed O ai ns Reserve, where cash and Common
Stock are being held pending the outcone of the remaining Disputed Cainms. A
portion of the original Disputed dainms have been allowed subsequent to the
initial distribution date.

Pursuant to the Rights Agent Agreement that established the terns of CDRs
distributed in accordance with the Plan, the Conpany agreed to provide
information in its annual and quarterly reports regarding the Present Val ue of
Distributions (as defined in the Rights Agent Agreenent) made to certain former
creditors of Condisco, Inc. The Present Value of Distributions calculation
requires the Conpany to discount the cash distributions to the initially allowed
cl ai mhol ders fromthe date the distribution is made to the date of the Conpany's
energence from Bankruptcy on August 12, 2002. The gross distributions through
August 12, 2004 of approximately $3.632 billion made to initially allowed
cl ai mhol ders equates to a present value of $3.498 billion. The associated
percent age recovery was approximately 96.4 percent as of August 12, 2004.



10. Fi nanci al Information by Segnent and Geographic Area

The Conpany has consolidated its business wunits and has ceased to report
i ndependent business segnment results beginning with this quarterly report on
Form 10- Q

The followi ng table presents total revenue by geographic |ocation based on
the |l ocation of the Company's offices (in mllions):

Thr ee nont hs N ne nont hs

ended June 30, ended June 30,

2004 2003 2004 2003
North America $ 11 $ 40 $ 71 $159
Eur ope 10 37 30 77
Pacific Rm - - - 3
Tot al $ 21 $ 77 $101 $239

The following table presents total assets and cash by geographic |ocation
based on the |ocation of the Conpany's offices (in mllions):

June 30, Sept ember 30,
2004 2003

Tot al Tot al
Asset s Cash Assets Cash
North America $ 206 $177 $ 286 $128
Eur ope 12 10 84 10
Pacific Rm 1 1 3 1
Tot al $ 219 $188 $ 373 $139
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I TEM 2.  MANAGEMENT' S DI SCUSSI ON  AND ANALYSI S OF FI NANCI AL CONDI TI ON AND
RESULTS OF OPERATI ONS

The following discussion and analysis should be read in conjunction wth
the Consolidated Financial Statements and related notes included elsewhere in
this Quarterly Report on Form 10-Q and in the Conpany's Annual Report on Form
10-K for the fiscal year ended Septenber 30, 2003, and with the infornmation
under the heading "Mnagenent's Discussion and Anal ysis of Financial Condition
and Results of Qperations" in our Annual Report on Form 10-K for the fiscal year
ended Septenber 30, 2003.

THE COVPANY EMERGED FROM CHAPTER 11 BANKRUPTCY PROCEEDI NGS ON AUGUST 12
2002. THE PURPCSE CF THE COWMPANY |S TO SELL, COLLECT OR OTHERW SE REDUCE TO
MONEY | N AN ORDERLY MANNER THE REMAI NI NG ASSETS OF THE CORPORATI ON.  PURSUANT TO
THE COVPANY' S PLAN OF REORGANI ZATI ON AND RESTRI CTI ONS CONTAI NED I N THE COVPANY' S
CERTI FI CATE OF | NCORPORATION, THE COWANY IS SPECIFICALLY PRCH BITED FROMV
ENGAG NG I N ANY BUSINESS ACTIVITIES |INCONSISTENT WTH ITS LIMTED BUSI NESS
PURPOSE. ACCORDI NALY, WTH N THE NEXT FEW YEARS, |IT IS ANTICIH PATED THAT THE
COVPANY W LL HAVE REDUCED ALL OF I TS ASSETS TO CASH AND MADE DI STRI BUTI ONS OF
ALL AVAI LABLE CASH TO HOLDERS OF I TS COMWON STOCK AND CONTI NGENT DI STRI BUTI ON
RIGHTS IN THE MANNER AND PRIORITIES SET FORTH I N THE PLAN. AT THAT PO NT, THE
COVPANY W LL CEASE OPERATI ONS AND NO FURTHER DI STRI BUTI ONS W LL BE MADE

AS A RESULT OF THE REORGANI ZATION AND THE | MPLEMENTATI ON OF FRESH- START
REPORTI NG AS FURTHER DESCRI BED HEREIN, THE COMPANY'S RESULTS OF OPERATI ONS
AFTER JULY 31, 2002 ARE NOT COMPARABLE TO RESULTS REPORTED IN PRI OR PERI CDS FCOR
COVDI SCO, | NC

W nd- Down of Operations: Reductions in assets, revenues, cash flows
and enpl oyees since energing from bankruptcy

Si nce energing from bankruptcy proceedi ngs on August 12, 2002, the Conpany
has, pursuant to the Plan, focused on the nonetization of its renmaining assets.
The Conmpany's asset base has decreased by approximately 91 percent to $219
mllion at June 30, 2004 from $2.341 billion at Septenmber 30, 2002, and has
decreased by 41 percent from $373 mllion at September 30, 2003. At June 30,
2004, assets other than cash were approximately $31 million. Total revenue and
net cash provided by operating activities have decreased by 58 percent and 88
percent, respectively, during the nine nonths ended June 30, 2004 as comnpared to
the prior year period. The Company expects total revenue and net cash provided
by operating activities to continue to decrease until the w nd-down of its
operations is conpleted; however, the Company cannot accurately predict the net
anount to be realized, or the timng of such realization, fromthe continued
moneti zation of its assets. Therefore, conparisons of quarter-to-quarter or
year-to-year results of operations should not be relied upon as an indication of
the Conpany's future perfornmance.

The Conpany has reduced, and expects to continue to reduce, the size and
complexity of its organizational and systens infrastructure concurrently with
the nonetization of its assets. As of August 1, 2004, the Conpany had a total of
25 enpl oyees, a decrease of approximately 96 percent from approximtely 600
enpl oyees upon energence from bankruptcy proceedings on August 12, 2002. On
January 6, 2004, the Bankruptcy court approved an order granting authority for
the Conpany to migrate fromits |l egacy mainfrane-based information systemto a
simplified, alternative information systemwhich the Conpany conpl eted by Apri
30, 2004.



W nd-down of COperations: Resignation of Board of Directors and
Oficers and assunption of responsibilities by the Di sbursing Agent

On April 15, 2004, the Bankruptcy court entered an order (the "Oder")
granting the notion (the "Mdtion") that was filed on February 17, 2004 by the
Conpany in furtherance of the Plan. A copy of the Mdotion was furnished to the
SEC on a Form 8-K pursuant to Item9 on February 18, 2004. The Conpany al so
included a copy of the Mition inits Report to Stakeholders, dated WMarch 2,
2004, that was distributed to holders of: the Conpany's comon stock, contingent
distribution rights ("CDRs"), and disputed clainms remaining in the bankruptcy
and al so certain other interested parties.

Pursuant to and in furtherance of the Order, on August 12, 2004, the
following will occur:

0 The officers of the Conpany, including Ronald C. M shler who has served as
Chai rman, Chief Executive Oficer and President of the Conpany since August
2002, will resign their respective officer positions.

0 The Board of Directors wll appoint Randolph |[I. Thornton, as Chief
Executive Oficer, President and Secretary of Conmdisco Holding Conpany,
I nc.

0 The Company will file a Certificate of Amendnent to the Certificate of
I ncorporation of Condisco Holding Conpany, 1Inc. (the "Certificate") wth
the State of Del aware anending the Conpany's Certificate to provide for a
Board of Directors consisting of one nmenber.
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0 Four of the five individuals serving on the Board of Directors (Ronald C
M shler (chairman), Jeffrey A Brodsky, Robert M Chefitz and WIliam A
Mclntosh) wll resign their position as Directors. Randolph |I. Thornton
will not resign and will continue as the sole director.

0 Randolph 1. Thornton's appointnent as Initial D sbursing Agent wll
becone effective. As Initial Disbursing Agent, he will assune the roles and
responsibilities perforned by the former Board of Directors and officers of
the Conpany, including all neasures which are necessary to conplete the
adm ni stration of the reorgani zed debtors' Plan and Chapter 11 cases.

Subsequently, pursuant to and in furtherance of the O der, the Conpany wll
file, on August 12, 2004, a Certificate of Dissolution wth the Secretary of
State of the State of Delaware to formally extinguish Condi sco Hol di ng Conpany,
Inc.'s corporate existence with the State of Del aware except for the purpose of
compl eting the wi nd-down contenpl ated by the Pl an.

W nd-down of Operations: Managenent |Incentive Conpensation Plans and
End of Term designation

Fol | owi ng the Conpany's energence from bankruptcy on August 12, 2002, the
Conpany's operations were reorganized into four re portable business units.
These business units were: (i) US Leasing, which included |easing operations in
the US and Canada and was managed by Condisco, |Inc.; (ii) European IT Leasing,
whi ch was managed by Condi sco G obal Holding Conpany, |Inc.; (iii) Ventures,
whi ch was managed by Condisco Ventures, 1Inc.; and (iv) the Corporate Asset
Managenent group ("CAM group"). The Conpany's CAM group was responsi ble for the
sale and run-off of certain assets held by Comdisco G obal Holding Conpany,

Inc., Condisco, Inc. and their subsidiaries that remmined after certain
pre-enmergence asset sales. The CAMgroup's operations were nanaged through
Condi sco, |Inc. For business segnment reporting purposes, the CAM group al so

i ncluded various corporate assets and liabilities managed by Condi sco Hol di ng
Conpany, Inc. corporate staff.



Each of the business wunits' nmanagenent teans participated in Bankruptcy
court-approved Conpensation Plans. Wiile the award opportunities differed for
each of these units, the nanagenent incentive plan ("MP"), as a whole, was
i ntended to provide adequate conpensation for retention of key enpl oyees and an
incentive to maxi m ze the value of each business unit's assets for the benefit
of all stakeholders. The MP included two conponents: Seniannual Performance
Bonuses and Upside Sharing opportunities for specified enployees. For purposes
of the Upside Sharing plans, the Board of Directors determined that the business
units had substantially conpleted their business unit objectives and decl ared
End of Term (as defined in the Conpensation Plans) for US Leasing as of My 31,
2004 and for Condi sco Ventures and CAM group as of April 30, 2004 and authorized
paynents to be nmade to participants in the respective business unit Upside
Sharing Plans. Paynments to eligible participants in US Leasing were nmade in July
2004. Paynents to eligible participants for Condi sco Ventures and the CAM group
were conpleted in June 2004. The European I T Leasing unit's conpensation plan
did not include an Upside Sharing conponent.

W nd- down of Operations: Consolidation of Business Units

As a result of the substantial w nd-down of operations, the declaration of
End of Term for purposes of each business units' managenent incentive plan and
the consolidation of the nmanagenent structure, the Conpany believes that
busi ness segnent results have beconme substantially irrelevant and, accordingly,
the Conpany has consolidated its business wunits and has ceased to report
i ndependent business segnment results beginning with this quarterly report on
Form 10- Q
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Overvi ew

Bankruptcy: On July 16, 2001, Comdisco, Inc. and 50 of its domestic

subsidiaries voluntarily filed for bankruptcy. Prior to the bankruptcy,
Condi sco, |Inc. provided technology services worldwi de to help its custoners
maxi m ze technology functionality, predictability and availability, while
freeing themfromthe conplexity of managing their technology. Condisco, Inc.
| eased information technology equipnent to a variety of industries and nore
specialized equipnent to key vertical industries, including sem conductor
manuf act uri ng and el ectronic assenbl y, heal t hcar e, t el econmuni cati ons,
pharmaceutical, biotechnology and manufacturing. Through its Ventures group,
Condi sco, |Inc. provided equipnent |easing and other financing and services to

venture capital -backed conpani es

Emer gence from Bankruptcy: Conmdi sco Hol di ng Conpany, Inc., as the successor

company to Comdi sco, Inc., energed from bankruptcy wunder a confirnmed plan of
reorgani zation that was effective on August 12, 2002. |In accordance wth the
Pl an, Condi sco Hol di ng became the successor to Condi sco, Inc.

Si nce the Conpany energed from Chapter 11 bankruptcy proceedi ngs on August
12, 2002, the Conmpany's business activities have been linited to the orderly
sale or run-off of all of its existing asset portfolios. Pursuant to the Plan
and restrictions contained in its certificate of incorporation, the Conpany is
specifically prohibited fromengaging in any business activities inconsistent
with its Iimted business purpose. Since energing frombankruptcy, the Conpany
has not engaged in any new leasing or financing activities, except for
previously existing custonmer commtnents and to restructure existing equi pnent
| eases and | oans to nmaxinm ze the val ue of the Conmpany's assets.

The Conpany's revenues are generated primarily by its existing | ease base,
sal es of equipnent frominventory, off-|lease sales, its participation interest
in certain Agere | ease paynents, sale of equity securities and fromrecoveries
on periously witten-off accounts. Because of the Conpany's declining assets,
revenue has declined significantly in the current year period conpared to the
year earlier period and, because of the Conpany's |imted business purpose, this



trend is expected to continue. The Conpany's expenses are prinmarily depreciation
of leased equipnment, cost of equipnment sold, CDRs, and selling, general and
adm ni strative expense (including |legal costs associated with the admnistration
and/or litigation of Disputed Cains). As a result of the wnd-down of
operations, the Conpany expects continued declines in total costs and expenses,
subject to volatility in the anbunt of the expense associated with the liability
for CDRs.

Al funds generated fromthe Conpany's renmining assets are required by the
Plan to be used to satisfy liabilities of the Conpany and, to the extent funds
are available, to pay dividends on the Conpany's Common Stock and to nake
distributions with respect to the CDRs in the nmanner and priorities set forth in
the Plan. Dividends paid on Common Stock and paynents to CDR hol ders were $99
mllion and $23 nmillion, respectively, in the nine nonths ended June 30, 2004.
Because of the conposition and nature of its asset portfolios, the Conpany
expects to generate funds fromthe sale or run-off of its asset portfolios at a
decreasing rate over tine.

The Company is required to maintain sufficient cash reserves for the
potential CDR liability associated with the eventual allowance or disall owance
of the remaining Disputed Cainms. The outconme and the timng of the resolution
of the remaining Disputed Cains will inmpact both the tim ng and the amount of
future dividends and CDR paynents. See "Critical Accounting Policies" and "Ri sk
Factors Relating to the Conpany" for a discussion of the inpact of Disputed
Clainms on the distributions.

The Conpany has material restrictions onits ability, and does not expect,
to mmke significant investnents in newor additional assets. The Conpany
continually evaluates opportunities for the orderly sale and run-off of its
remai ni ng assets. Accordingly, within the next few years, it is anticipated that

the Conpany will have reduced all of its assets to cash and nade distributions
of all available cash to holders of its Common Stock and CDRs in the manner and
priorities set forthinthe Plan. At that point, the Conpany wll cease
operations and no further distributions will be nade.
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The Conpany's assets at June 30, 2004 consist primarily of cash,
recei vabl es, |eased assets and equity securities. The Conpany believes that its

collections on | eases in default, recoveries on accounts previously witten off,
and proceeds fromthe disposition of equity securities will provide future cash
flows in excess of the current carrying value of these assets.

Col l ections and recoveries: The Conpany has potential collections on
accounts that are in default and recoveries on accounts that had been
previously witten off. A substantial nunber of such recoveries involve
prior lessees or debtors who are nowin bankruptcy and in whose
respective case the Conpany has filed and is pursuing a claimto naximze
its recovery. It is nanagenent's expectation that actual collections and
recoveries will exceed the approximately $1.1 million receivable amunt
reflected in the Conpany's financial statenents as of June 30, 2004 (see
Note 6 of Notes to Consolidated Financial Statenents). The anount and
timng of such collections and recoveries, if any, are subject to the
risk factors discussed in this "Mnagenent's Discussion and Anal ysis of
Financial Condition and Results of Operations, Risk Factors Relating to
the Conpany", entitled "Uncertainties in Collections and Recoveries."

Equity Securities: The Conmpany carries its common stock and preferred
stock investnents in public conpanies at fair market value and in private
companies at the lower of cost or estimated fair narket value inits
financial statenents. Any warrants held by the Conpany in private
compani es are carried at zero value (collectively "Equity Investments").
Any wite-downs in the carrying value of such Equity Investments in



private conpanies are considered permanent for financial reporting
purposes. See Note 7 of Notes to Consolidated Financial Statenents and
"Critical Accounting Policies". It is nmanagenent's expectation that the
amount ultimately realized on Equity Investments will, in the aggregate,
exceed the anmount reflected in the financial statements as of June 30,
2004. The Conpany estinmates that the realizable value, net of fees and
sharing with Wndspeed (see discussion below), at June 30, 2004 for its
common stock, preferred stock and warrants in private conpanies was
appr oxi mat el y $25 mllion. The Conpany' s estimate was nmmde in
consultation wth Wndspeed Acquisition Fund GP, LLC ("W ndspeed"), a
prof essi onal managenent group which the Conpany engaged to nmanage the
Conpany's Equity Investnents on an ongoing basis in February 2004.
However, there is no assurance as to the timing or the anobunt the Conpany
will ultimtely realize on the Equity I nvest ment s. Managenent ' s
expect ati ons are subject to the risk factors discussed in this
"Managenent's Discussion and Analysis of Financial Condition and Results
of Operations, Risk Factors Relating to the Conpany", entitled "Current
Mar ket Conditions Have Made It Difficult and May Continue to Make It
Difficult for the Company to Tinely Realize on the Value of Its Wrrant
and Equity Securities."

Critical Accounting Policies

The Conpany's consolidated financial statenents are prepared in accordance
with accounting principles generally accepted in the United States. The
preparati on of these financial statenments requires Condisco to use estimtes and
assunptions that affect reported anounts of assets and liabilities, revenues and
expenses and di sclosure of contingent assets and liabilities. These estinates
are subject to known and unknown risks, uncertainties and other factors that
could materially inpact the anmounts reported and di sclosed in the consolidated
financial statenents.

The SEC issued Financial Reporting Release No. 60, "Cautionary Advice
Regarding Disclosure About Critical Accounting Policies" which reconmends that
conpani es provide additional disclosure and analysis of those accounting
policies considered nost critical

The Conpany believes the following to be anong the nost critical judgnent
areas in the application of its accounting policies:

0 CDRs and CDR Liability: The Plan entitles holders of Condisco Holding s
CDRs to share at increasing percentages in the proceeds realized fromthe
Conpany's assets based upon the present value of distributions nade to the
general unsecured creditors in the bankruptcy estate of Condisco, Inc.

Managenent has adopted a nethodol ogy for estimating the anbunt due to CDR
hol ders following the provisions of Statenment of Financial and Accounting
St andards No. 5, Accounting For Contingencies ("SFAS No. 5"). Under SFAS

No. 5, a liability nust be booked that is probable and reasonably
estinmabl e as of the bal ance sheet date.

The anount due to CDR holders is based on the anobunt and timng of
distributions made to former «creditors of the Company's predecessor,
Condi sco, Inc., and is inpacted by both the value received fromthe orderly
sal e or run-off of Condisco Holding' s assets and the resolution of D sputed
Clains still pending in the bankruptcy estate of Condisco, Inc.
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The Conpany is not able to definitively estimte either the ultimte val ue
to be received for the remaining assets or the final resolution of the
remai ni ng Di sputed C ains. Accordingly, the Conpany does not forecast these
outconmes in calculating the liability. Instead, the liability calculation
uses the Conpany's book equity value as the basis for remaining asset



val ue, reduced for estimted operating expenses and increased for two itens
whi ch did not inpact book equity for financial reporting purposes at June
30, 2004: the estimated fair market value of the renmining property held
for sale, and the participation interest in certain |lease rental paynents
due from Agere. See Notes 4 and 6 of Notes to Consolidated Financial
Statements for further discussion of these items. |In addition, the
liability for CDRs is calculated as if all remaining Disputed Cains are
all owned. The ampunts due to CDR holders will be greater to the extent that
Disputed Cains are disallowed. The disallowance of a Disputed Caim
results in a distribution fromthe D sputed ains Reserve to previously
allowed creditors that is entirely in excess of the mnimm percentage
recovery threshold, above which recoveries to general unsecured creditors
are shared with CDR holders. In contrast, the allowance of a Disputed C aim
results in a distribution toa newmMy allowed creditor that is only
partially in excess of the mninum percentage recovery threshol d.

The remaining estimated Disputed Cdainms in the bankruptcy estate of
Condi sco, Inc. were $289 mllion at June 30, 2004. The Conpany does not
expect the Disputed Cains Reserve to change wth the next schedul ed
quarterly distribution on August 16, 2004. Two groups of Disputed d ains
(related to the Shared Investnent Plan and a Ventures' conpensation plan
di spute) represent approximately 78 percent of the remmining aggregate
estimated anmpunt. The portion of the CDR liability that is based on the
resolution of Disputed Cains assunes the entire $289 mllion of estimated
D sputed Clains are allowed. Uilizing the June 30, 2004 assunptions, if
the liability had been calculated as if the entire $289 nmillion of
estimated Disputed Cainms are disallowed, the incremental expense for the
ni ne nont hs ended June 30, 2004 woul d have been approximately $110 mllion

Equity Investnents In Private Conpanies: Equity investments in private
conpanies consist primarily of small investnments in over two hundred
private conpani es that are non-quoted securities. The Conpany carries its
common stock and preferred stock investnents in private conpanies at the
| ower of cost or estimated fair market value in the financial statenents.
Warrants in non-public conpanies are carried at zero value. The Conpany, in
consultation with Wndspeed, regularly estimtes the value of investnents
in private conpanies and adjusts carrying value when nmarket and custoner
specific events and circunstances indicate that such assets night be
i mpaired. All wite-downs are considered pernmanent i mpairments for
financial reporting purposes. On February 23, 2004, the Conpany announced
that its subsidiary, Condisco, Inc., entered into agreenents (collectively,
the "Agreenents") with Wndspeed for the ongoing managenent and |iqui dation
of Condi sco Ventures, Inc.'s warrant and equity investment portfolio. The
managenment agreenent includes substantially all of the Conpany's warrant
and equity investment portfolio. As a result of the Agreenents, the ongoing
managenment of the Conpany's equity investnents in private conpanies wll be
provided by Wndspeed. The carrying value of the Conmpany's Equity
Investnents in Private Conpanies was approximtely $6 mllion at June 30,
2004.

Taxes: The Company uses the asset and liability nethod to account for
incone taxes. Deferred tax assets and liabilities are recognized for the
future tax consequences attributable to differences between the financial
statement carrying anounts of existing assets and liabilities and their
respective tax basis. The measurenent of deferred tax assets is reduced, if
necessary, by a valuation allowance for any tax benefits of which future
realization is not nore likely than not.

The Conpany operates within nmultiple taxing jurisdictions and is subject to
audit in these jurisdictions. |n managenent's opi nion, adequate provisions



for income taxes have been nmade for taxes estimated to be payable in all
jurisdictions. The accrued tax liabilities resulting fromtax expense
recorded in previous periods have been evaluated by nanagement in
accordance with FASB No. 5, "Accounting for Contingencies." Accordingly,
the wultimate anobunt paid nay be nore or less than the accrued tax
liabilities recorded within the financial statenents.

0 Residual Value of Rental Equipnent: Direct financing and sal es-type | eased
assets consist of the present value of the future mininumlease paynments
plus the present value of the residual (collectively referred to as the
"Net Investnent"). Residual is the estimated fair market value of the
equi prent on |l ease at lease termnation. Revenue on operating |eases

consists of the contractual |ease paynments which is recognized on a
straight-line basis over the |l ease term Costs and expenses are principally
depreci ati on of the equi prent . Depreci ation is recognized on a

straight-line basis over the |lease termto the Conpany's estimate of the
equi prent's fair market value at |ease termination, commonly referred to as

"residual value." In estimating the equipnent's fair value at |ease
term nation, the Conpany relies on historical experience by equi pnent type
and manuf act ur er and, where avai l abl e, val uations by independent

apprai sers, adjusted for known trends. The Conpany's estinmates are revi ewed
continuously to ensure reasonabl eness; however, the anounts the Conpany
will ultimately realize could differ from the anpbunts assumed in
determining the fair market value of the equi pnent at |ease termnation
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0 Fresh-Start Reporting: Upon enmergence from bankruptcy proceedings, the
Conpany adopt ed fresh-start reporting which resulted in nmaterial
adjustnents to the historical carrying amounts of the Conpany's assets and
liabilities. Fresh-start reporting was applied in accordance with SOP 90-7,
which required the Conpany to allocate the reorganization value to its
assets and liabilities based upon their estimated fair value in accordance
with the procedures specified by Statenent of Financial and Accounting
St andards No. 141, Business Conbinations ("SFAS No. 141"). The fair val ues
of the assets as deternmned for fresh-start reporting were based on
estimates of anticipated future cash flows of assets discounted at rates
consistent with the discount rates used in the Plan. Liabilities existing
at the Plan confirmation date were stated at the present val ues of anobunts
to be paid discounted at appropriate rates. Deferred taxes were reported in
conformance with existing generally accepted accounting principles. Debt
i ssued in connection wth the Plan was recorded at the stated value. The
difference between the net fair value of the assets and the liabilities
existing at the confirmation date (excluding restructured debt in
accordance wth the Plan) and the reorganization value is "Excess of the
Net Fair Value Over Reorganization Value." "Excess of the Net Fair Val ue
Over Reorgani zation Value" was subject to the provisions of SFAS No. 141
Under SFAS No. 141, the excess of the net fair value was used to reduce
certain assets, as defined by SFAS No. 141 (generally | ong-1ived
non-financial assets), to zero. Any excess net fair value remaining after
the reduction was recogni zed as an extraordi nary gain. The determni nation of
the net fair values of the assets and liabilities was subject to
significant estimation and assunptions. Actual results could differ from
the estinmtes made.

o Allowance for Doubtful Accounts: The Conpany maintains an allowance for
doubtful accounts. This allowance reflects nanagenent's estinmate of the
anmount of the Conpany's receivables that it will be unable to collect and
is based on current trends and historical collection experience. The
estimate could require adjustnents based on changing ci rcunst ances,
including changes in the econony or in the particular circunstances of
i ndi vi dual custoners. Accordingly, the Conpany may be required to increase
or decrease the all owance.



The above listing is not intended to be a conprehensive list of all the
Conpany's accounting policies. Please refer to the Conpany's consolidated
financial statenents and notes thereto which contain the Conpany's significant
accounting policies and other disclosures required by accounting principles
generally accepted in the United States of America.

Basis of Presentation

Comdi sco, Inc. and fifty of its donmestic subsidiaries filed voluntary
petitions for relief under Chapter 11 of the United States Bankruptcy Code in
the Bankruptcy Court on July 16, 2001. Prior to energing from Chapter 11 on
August 12, 2002, Condisco, |Inc. operated its business as a debtor-in-possession
subject to the jurisdiction of the Bankruptcy Court. The reorganized Conpany
adopted fresh-start reporting and gave effect to its enmergence as of July 31,
2002 for financial reporting purposes.

Under fresh-start reporting, the final consolidated balance sheet as of
July 31, 2002 becane the basis for the opening consolidated bal ance sheet of the
reorgani zed Conpany. Since fresh-start reporting has been reflected in the
acconpanyi ng consol i dated bal ance sheets as of March 31, 2004 and Septenber 30,
2003, the consolidated balances as of those dates are not conparable in certain
material respects to any such balance sheet for any period prior to July 31,
2002. In addition, Comdisco, Inc.'s results of operations prior to July 31, 2002
are not conparable to the Conpany's results of operations after its energence
from bankruptcy due to the adoption of fresh-start reporting.

Recent Devel opnents

See Item 2 "General" for a discussion of the w nd-down of operations.

Results of Operations

Certain reclassifications have been nade to the prior period financia
statenents to conformto the presentation used in the June 30, 2004 consoli dated
financial statenments.

Three Months Ended June 30, 2004 Conpared to the Three Mnths Ended
June 30, 2003

Tot al Revenue

Total revenue decreased 73 percent to $21 million for the three nonths
ended June 30, 2004 from$77 million for the three nmonths ended June 30, 2003.
The decrease is due to lower revenues fromall of the Conpany's operations.
Since Septenber 30, 2002, the Conpany has nonetized a substantial anount of
assets (portfolio sales, sales of stock in subsidiaries (see Note 4 of Notes to
Consolidated Financial Statenments) and mid-term off-lease sales to existing
custoners). Furthernmore, the Conpany's business purpose is limted to selling,
collecting, or otherwise reducing to money in an orderly manner the renmaining
assets of the Conpany. Since energing from bankruptcy, the Conmpany has not
engaged in any new |easing or financing activities, except for previously
exi sting custoner commtnents and to restructure existing equipnment | eases and
| oans to nmexinize the value of the Conpany's assets. Accordingly, the Conpany
expects continued declines in total revenue as its asset base continues to
decl i ne.

Total Leasi ng Revenue

Total leasing revenue is conprised of three revenue conponents: (i)
operating |lease revenue; (ii) direct financing |ease revenue; and (iii)
sal es-type |ease revenue. Total |easing revenue from operations decreased 96



percent to $1 million for the three nonths ended June 30, 2004 from $27 mllion
for the three nonths ended June 30, 2003. The decrease is primarily due to the
continued orderly run-off of the | ease base, the absence of any significant new
busi ness volume and the sale of |eased assets rather than the extension of
existing | eases or the re-leasing of the Conpany's inventory of equipnent.

Sal es Revenue

The Conpany generates sales revenue fromtwo sources: (a) the sale of
equi pnent fromits inventory; and (b) the sale of equiprment to the | essee either
at original lease termination or during the original |ease. G ven the Conpany's
limted business pur pose, it generally conducts these types of sales
transactions rather than extending existing |leases or re-leasing its inventory
of equipnent. Revenue fromsales decreased 55 percent to $17 nmillion for the
three nonths ended June 30, 2004 from $38 mllion for the three nonths ended
June 30, 2003. Sales revenue in the three nonths ended June 30, 2004 is
primarily due to a md-term off-lease sale with Cable & Wreless Plc for al
equi pnent on | ease as of March 31, 2004 for 6.925 mllion GBP, which was
approximately its net book value. The anmount was converted into $12.1 million
and repatriated to the U S. The sale was conpleted April 29, 2004.

Technol ogy Servi ces Revenue

Revenues from technol ogy services were nomnal and $2 million for the three
mont hs ended June 30, 2004 and 2003, respectively.

Agere | ease participation paynent

During the three nonths ended June 30, 2004, the Conpany recorded $1
mllion of revenue fromits interest in certain |ease rental paynents from
Ager e.

O her Revenue

G her revenue decreased 25 percent to $3 nmillion for the three nonths ended
June 30, 2004 from%$4 mllion for the three nonths ended June 30, 2003. The
conmponents of other revenue were as follows (in mllions):

Three nont hs
ended June 30,

2004 2003
Sal e of equity hol di ngs $ 1 $ 1
I nterest income on notes - 1
| nvest nent i ncone - -
O her 2 2
Total other revenue $ 3 $ 4

Interest incone on notes was nomnal in the current quarter conpared to $1
mllion for the three nonths ended June 30, 2003. The decrease is due to the
decl i ning nunber and anpbunt of notes receivable. Qher includes interest earned
on cash balances, a refund fromthe State of Illinois froman overpaynent of
sal es taxes and ot her m scel |l aneous receipts.

Total Costs and Expenses

Total operating costs and expenses decreased 68 percent to $25 mllion for
the three nonths ended June 30, 2004 from $77 mllion for the three nonths ended
June 30, 2003. The Conmpany expects total costs and expenses to continue to
decline in the near term subject to volatility in the anount of the expense



associated with the liability for CDRs, as conpared to fiscal 2003, as a result
of continued declines in assets, the consolidation of its nanagenent structure
into a single business unit and the appointnent of a disbursing agent to fulfill
the roles of the Board of Directors and executive officers of the Conpany.

Total Leasing Costs and Expenses

Total |easing costs and expenses decreased 96 percent to $1 mllion for the
three nonths ended June 30, 2004 from $23 mllion for the three nobnths ended
June 30, 2003. Total |easing costs and expenses are conprised of two conponents:
(i) operating |ease costs and expenses and (ii) sales-type |ease costs and
expenses. The decreases are primarily due to the continued orderly run-off of
the | ease base, the absence of significant new business volune and the sale of
| easing assets rather than the extension of existing | eases or the re-I|easing of
the Company's inventory of equiprent.

Sal es Costs and Expenses

Sal es costs and expenses decreased 50 percent to $16 nmillion for the three
mont hs ended June 30, 2004 from $32 nmillion for the three nonths ended June 30,
2003. The decrease in the current year period conpared to the prior year period
reflects the decline in equipnent avail able for sale.

Technol ogy Services Costs and Expenses

Services costs were nomnal for the three nonths ended June 30, 2004
conpared to $1 mllion for the three nonths ended June 30, 2003.

Selling, General and Adm nistrative Expenses

Selling, general and administrative expenses decreased 67 percent to $6
mllion for the three nonths ended June 30, 2004 from $18 nillion for the three
nmont hs ended June 30, 2003. The follow ng table summuarizes selling, general and
adm ni strative expenses (in mllions):

Thr ee nont hs
ended June 30,

2004 2003
Conpensation and benefits $ 3 $ 9
Qut si de professional services 3 6
O her expenses - 3
$ 6 $ 18

The decrease in conpensation and benefits in the current year conpared to
the year earlier period reflects the continued reduction in personnel. Qutside
prof essional fees for the three nmonths ended June 30,2004 include genera
corporate professional fees as well as legal fees incurred primarily for clains
still pending in the bankruptcy estate. The decrease in outside professiona
services is consistent wth the reduction of assets of the Conmpany, and the
reduction of disputed clains.

Contingent Distribution R ghts

The Conpany recorded $3 million of expense associated with the liability
for CDRs in the three nonths ended June 30, 2004 conpared to $22 mllion for the
three nonths ended June 30, 2003. See "Critical Accounting Policies" and
"Liquidity and Capital Resour ces- - Cont i ngent Distribution Rights" for a
di scussion of the COR liability.



Wite-down of Equity Securities

The charge for wite-down of equity securities for the three nonths ended
June 30, 2004 was $1 million conpared to $7 million for the three nonths ended
June 30, 2003. The decrease reflects the overall reduction in the carrying val ue
of the Conpany's privately-held equity securities, market conditions and
managenent's assessnent of the ability of the portfolio conpanies to neet their
business plans (see "Critical Accounting Policies" for a discussion of equity
investrments in private conpanies)

Bad Debt Expense

Bad debt expense was $(2) mllion for the three nonths ended June 30, 2004
and $(27) mllion for the three nmonths ended June 30, 2003. The negative
provisions are primarily due to better than anticipated collection results
during the three nonths ended June 30, 2004 and 2003 on the Conpany's assets,
improving market and econonmic conditions (including continued |owinterest
rates) and nanagenent's estimte of the reserves necessary for the Company's
remai ning assets as of June 30, 2004. See Note 6 of Notes to Consolidated
Fi nanci al Statenents.

I nterest Expense

Interest expense was nominal during the three nonths ended June 30, 2004
conpared to $1 million for the three nonths ended June 30, 2003. The decrease in
the current year period conpared to the year wearlier periodis due to |ower
average daily borrowi ngs during the current year period.

| nconme Taxes

During the quarter ended June 30, 2004, the Conpany nmade significant
progress in the settlenent of certain incone tax liabilities with certain globa
tax authorities, including authorities in Canada and Europe. In addition, the
Conpany and the Internal Revenue Service have settled certain inconme tax matters
for years through 2001. Accordingly, an incone tax benefit of $2 nmillion was
recorded for the three nonths ended June 30, 2004.
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Earni ngs from Conti nui ng Operations

Loss from continuing operations was $2 nillion for the three nonths ended
June 30, 2004, or $0.41 per share-diluted, conpared to earnings from continuing
operations of $1 mllion for the three nonths ended June 30, 2003, or $0.24 per
share-diluted

Di sconti nued Operations

Earnings from discontinued operations were $10 mllion, or $2.29 per
share-diluted, for the three months ended June 30, 2004 conpared to earnings
fromdi scontinued operations of $39 million, or $9.25 per share-diluted, for the
three nonths ended June 30, 2003. The results of operations for US Leasing
operations, the German Leasing Subsidiary and International Leasing have been
classified as discontinued operations and prior year periods have been restated.

0 US Leasing operations: On Septenber 9, 2003, the Conpany conpleted the
sale of its U S. information technology I|easing business to Bay4. On
Septenber 30, 2003, the Conpany completed the sale of its Canadian
informati on technology |easing business to Bay4 Capital Partners, Inc.
Revenue was $21 mllion during the three nonths ended June 30, 2004
conmpared to $55 mllion during the three nmonths ended June 30, 2003. Costs
and expenses for US Leasing were $11 nmillion during the three nonths ended
June 30, 2004 conpared to $58 mllion during the three nonths ended June



30, 2003. The net earnings for US Leasing were $10 nillion for the three
nonths ended June 30, 2004 conpared to net earnings of $7 mllion for the
three nonths ended June 30, 2003. On May 13, 2004, the renmmining residua

note balance and the Conpany's right to share were settled with Bay4 for
$16.5 mllion. The Conpany realized a gain of approximately $6 mllion as a
result of this transaction in the third quarter of fiscal 2004.See Note 4
of Notes to Consolidated Financial Statements for a description of the
Conpany's US Leasing assets as of June 30, 2004.

0 German Leasing Subsidiary: On April 30, 2003, the Conpany announced that
it had conpleted the sale of the stock of its German Leasing Subsidiary to
Muni ch- based Conprendi um I nvestment (Deutschland) GrbH, which is owned by
Conprendi um Investrment SA, a Swiss corporation. On March 31, 2004, the
Conpany accepted a discounted prepaynment by Comprendium of the four
remai ning paynments due fromthe sale. The Conpany received 30.5 mllion
euros in lieu of four paynments of 9.5 million euros each, scheduled for
payment in April 2004, April 2005, My 2006 and Decenber 2006. The four
additional payments would have been subject to reduction if certain
customers exercised contractual term nation provi si ons. The Conpany
recorded a charge of approximately $2 nillion ($0.47 per share) in the
three nonths ended March 31, 2004 to reflect the difference between the
prepai d anmount and the carrying value of the four schedul ed paynents. (see
Note 4 of Notes to Consolidated Financial Statenents). Revenue was nom na
for the three nmonths ended June 30, 2004, conpared to $1 mllion for the
three nonths ended June 30, 2003. Costs and expenses for these operations
were nominal in the three nonths ended June 30, 2004 and 2003. Net earnings
were nomnal for the three months ended June 30, 2004 conpared to net
earnings of $25 mllion for the three nonths ended June 30, 2003.

o International Leasing: On Cctober 18, 2002, the Conpany announced that it
had sol d Conprendi um Fi nance S. A. (fornmerly known as Condi sco (Switzerl and)
S.A), Conput er Di scount GrbH and the Conpany's French | easi ng
subsidiaries, Condisco France SA and Pronobdata SNC. The Conpany sold
substantially all of its information technology assets in Australia and New
Zealand to Allco pursuant to a sale approved by the Bankruptcy court on
April 18, 2002. During the three nonths ended June 30, 2004 revenues and
net earnings were nomnal conpared to net earnings of $7 mllion for the
three nmonths ended June 30, 2003.

Net Ear ni ngs

Net earnings were $8 million, or $1.88 per share-diluted, for the three
nmont hs ended June 30, 2004 conpared to net earnings of $40 million, or $9.49 per
share-diluted, for the three nonths ended June 30, 2003.

Ni ne Mont hs Ended June 30, 2004 Conpared to the N ne Mnths Ended June 30, 2003
Total Revenue

Total revenue decreased 58 percent to $101 mllion for the nine nonths
ended June 30, 2004 from$239 mnmllion for the nine months ended June 30, 2003.
Since Septenber 30, 2002, the Company has nonetized a substantial anount of
assets through portfolio sales, sales of stock in subsidiaries (see Note 4 of
Notes to Consolidated Financial Statements) and nid-term off-lease sales to
existing customers. Furthernore, the Conpany's business purpose is linmted to
selling, collecting, or otherwise reducing to money in an orderly manner the
remai ni ng assets of the Company. Since emnerging from bankruptcy, the Conpany has
not engaged in any new | easing or financing activities, except for previously
exi sting custoner commtnents and to restructure existing equipment |eases and
| oans to maxim ze the value of the Conpany's assets. Accordingly, the Conpany
expects continued declines in total revenue throughout the w nd-down of its
operations as its asset base continues to decline.
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Total Leasing Revenue

Total Ileasing revenue is conprised of three revenue conponents: (i)
operating |ease revenue; (ii) direct financing |ease revenue; and (iii)
sal es-type |ease revenue. Total |easing revenue from operations decreased 88
percent to $15 mllion for the nine nonths ended June 30, 2004 from $122 million
for the nine nonths ended June 30, 2003. The decrease is primarily due to the
continued orderly run-off of the | ease base, the absence of any significant new
busi ness volunme and the sale of |eased assets rather than the extension of
existing | eases or the re-leasing of the Conpany's inventory of equi pnent.

Sal es Revenue

The Conpany generates sales revenue fromtwo sources: (a) the sale of
equi pnent fromits inventory; and (b) the sale of equiprment to the | essee either
at original lease termination or during the original |ease. Gven the Conmpany's
limted business pur pose, it generally conducts these types of sales
transactions rather than extending existing |leases or re-leasing its inventory
of equipnent. Revenue fromsales decreased 40 percent to $42 nmillion for the
nine nonths ended June 30, 2004 from $70 nillion for the nine nonths ended June
30, 2003.

Technol ogy Servi ces Revenue

Revenues from technology services were $1 million and $12 mllion for the
ni ne nmont hs ended June 30, 2004 and 2003, respectively.

Agere | ease participation paynent

During the nine nonths ended June 30,2004, the Conpany recorded $9 million
of revenue fromits interest in certain | ease rental paynments from Agere and an
additional $16 mllion fromthe cash portion of the sale of its remining
participation interest.

The aggregate purchase price for its remaining participation interests was

approximately $18 mllion. Approxinately $15 mllion was received in cash and
the remaining $3 mllion was placed in escrow pending the resolution of
post-closing adjustnents, if any, to be nmade over the next year. Approximtely
$1.2 mllion of the remuining $3 million placed in escrowin January 2004 was
received by the Conpany on May 12, 2004. See Notes 4 and 6 of Notes to
Consol i dat ed Fi nanci al St at enent s for information on the Agere |ease

partici pation paynents
Sal e of properties

The Conpany conpleted the sale of its Carlstadt property in Novenber 2003
for approximately $2.2 mllion of which approximately $1.5 mllion was placed in
escrow pending resolution of an wunrelated New Jersey state tax issue. The
Conmpany recorded a $2.2 million gain during the three nonths ended December 31,
2003 as a result of the sale. On April 28, 2004, the Conpany and the State of
New Jersey settled the unrelated state tax issue and the $1.5 mllion in escrow
has been received by the Conpany.

The Company conpleted the sale of its former Availability Solutions
facility in Eching, Germany in March 2004 for approximately $2.5 mllion. The
Company recorded a $2.5 mllion gain during the three nonths ended March 31,
2004 as a result of the sale. See Note 4 of Notes to Consolidated Financial
Statenments for additional information about the property sales.
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O her Revenue

The conponents of other revenue were as follows (in mllions):

Ni ne nont hs
ended June 30,

2004 2003
Sal e of equity hol di ngs $ 9 $ 2
I nterest inconme on notes - 7
I nvest nent i ncone - -
O her 4 4
Total other revenue $ 13 $ 13

The revenue fromthe sale of equity holdings for the nine nonths ended June
30, 2004 is primarily fromthe sale of the Company's holdings in iPass, Inc.
during the three nonths ended March 31, 2004.

Interest income on notes was nominal in the nine nmonths ended June 30, 2004
conpared to $7 mllion for the nine nonths ended June 30, 2003. The decrease is
due to the declining nunmber and anpbunt of notes receivable.

Total Costs and Expenses

Total operating costs and expenses decreased 74 percent to $62 mllion for
the nine nonths ended June 30, 2004 from $234 mllion for the nine nonths ended
June 30, 2003. The Conpany expects total costs and expenses to continue to
decline, subject to volatility in the anbunt of the expense associated with the
liability for CDRs, as conpared to fiscal 2003, as a result of continued
declines in assets, the consolidation of its managenent structure into a single
busi ness unit and the appointnment of a disbursing agent to fulfill the rol es of
the Board of Directors and executive officers of the Conpany.

Total Leasing Costs and Expenses

Total |easing costs and expenses decreased 92 percent to $8 nmillion for the
ni ne nonths ended June 30, 2004 from $102 nillion for the nine nonths ended June
30, 2003. Total l|easing costs and expenses are conprised of two conponents: (i)
operating | ease costs and expenses and (ii) sal es-type | ease costs and expenses.
Qperating and sal es-type |ease costs declined in all business segnments in the
current year period conpared to the prior year period. The decreases are
primarily due to the continued orderly run-off of the | ease base, the absence of
significant new business volune and the sale of |easing assets rather than the
extension of existing |eases or the re-leasing of the Conpany's inventory of
equi pnent .

Sal es Costs and Expenses

Sal es costs and expenses decreased 51 percent to $33 mllion for the nine
nonths ended June 30, 2004 from $68 mllion for the nine nonths ended June 30,
2003.

Technol ogy Services Costs and Expenses

Services costs were $1 mllion for the nine nonths ended June 30, 2004
conpared to $7 mllion for the nine nonths ended June 30, 2003.
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Selling, General and Adm nistrative Expenses

Selling, general and admnistrative expenses decreased 53 percent to $25
mllion for the nine nonths ended June 30, 2004 from $53 mllion for the nine
mont hs ended June 30, 2003. The follow ng table summarizes selling, general and
adm ni strative expenses (in mllions):

Ni ne nont hs
ended June 30,

2004 2003
Conpensation and benefits $ 14 $ 27
Qut si de professional services 9 24
O her expenses 2 2
$ 25 $ 53

Conpensation and benefits for the nine nonths ended June 30,2004 i ncl udes
estimated anounts payable under the Bankruptcy court approved Upside Sharing
Pl ans. The decrease in conpensati on and benefits in the current year conpared to
the year earlier period reflected the continued reduction in personnel, offset
by costs associated with the Upside Sharing Plans. Qutside professional fees for
the ni ne nonths ended June 30, 2004 include general corporate professional fees
as well as legal fees incurred primarily for <clains still pending in the
bankruptcy estate. The decrease in outside professional services is consistent
with the reduction of assets of the Conpany, and the reduction of disputed
cl ai ns.

Contingent Distribution R ghts

The Conpany recorded $4 nmillion of expense associated with the liability
for CDRs in the nine nonths ended June 30, 2004 conpared to $38 mllion for the
nine nonths ended June 30, 2003. See "Critical Accounting Policies" and
"Liquidity and Capital Resour ces- - Cont i ngent Distribution Rights" for a
di scussion of the COR liability.

Wite-down of Equity Securities

The charge for wite-down of equity securities decreased 93 percent to $1
mllion for the nine nonths ended June 30, 2004 from $15 mllion for the nine
mont hs ended June 30, 2003. The decrease reflects the overall reduction in the
carrying value of the Company's privately-held equity securities, nmarket
conditi ons and managenent's assessnment of the ability of the portfolio conpanies
to meet their business plans (see "Critical Accounting Policies" for a
di scussion of equity investnents in private conpanies).

Bad Debt Expense

Bad debt expense was $(10) million for the nine nonths ended June 30, 2004
and $(74) mllion for the nine nonths ended June 30, 2003. The negative
provisions are primarily due to better than anticipated collection results
during the nine nmonths ended June 30, 2004 and 2003 on the Conpany's assets,
i nproving market and econonmic conditions (including continued |owinterest
rates) and nanagenent's estimte of the reserves necessary for the Conpany's
remai ning assets as of June 30, 2004 (See Note 6 of Notes to Consolidated
Fi nanci al Statenents).

I nt erest Expense

Interest expense was nominal during the nine nonths ended June 30, 2004



conpared to $25 million for the nine nonths ended June 30, 2003. The decrease in
the current year period conpared to the year wearlier periodis due to |ower
average daily borrowi ngs during the current year period.

| ncone Taxes

During the nine nonths ended June 30, 2004, the Conpany made significant
progress in the settlenent of certain incone tax liabilities with certain globa
tax authorities, including authorities in Canada and Europe. In addition, the
Conpany and the Internal Revenue Service have settled certain inconme tax matters
for years through 2001. Accordingly, an inconme tax benefit of $10 nmillion was
recorded for the nine nonths ended June 30, 2004.

In October 2003, the Conpany's United Kingdom subsidiary received a tax
refund of approximately GBP 15 nillion relating to the 2002 tax year. The WK
Inland Revenue has one year to challenge and propose any adjustnments to this
refund. The Conpany expects to recogni ze any benefit of this refund when Inland
Revenue conpletes its review.
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Ear ni ngs from Conti nui ng Operations

Earnings from continuing operations were $49 nillion for the nine nonths
ended June 30, 2004, or $11.75 per share-diluted, conpared to earnings of $5
mllion for the nine nonths ended June 30, 2003, or $1.12 per share-dil uted.

Di sconti nued Operations

Loss from discontinued operati ons was $9 nillion, or $2.38 per
share-diluted, for the nine nonths ended June 30, 2004 conpared to earni ngs of
$80 mllion, or $19.13 per share-diluted, for the nine nonths ended June 30,
2003. The results of operations for US Leasing operations, the German Leasing
Subsidiary and International Leasing have been classified as discontinued
operations and prior year periods have been restated.

0 US Leasing operations: On Septenber 9, 2003, the Conpany conpleted the sale
of its U S. information technology |easing business to Bay4. On Septenber
30, 2003, the Conpany conpleted the sale of its Canadian infornmation
technol ogy | easi ng business to Bay4 Capital Partners, Inc. Revenue was $30
mllion during the nine nonths ended June 30, 2004 conpared to $170 million
during the nine nonths ended June 30, 2003. Costs and expenses for US
Leasing were $34 nillion during the nine nonths ended June 30, 2004
conpared to $143 million during the nine nonths ended June 30, 2003. The
net loss for US Leasing was $4 mllion for the nine nonths ended June 30,
2004 conpared to net earnings of $37 million for the nine nonths ended June
30, 2003. See Notes 4 and 10 of Notes to Consolidated Financial Statenents
for a description of the Conpany's US Leasing assets as of June 30, 2004.

0 German Leasing Subsidiary: On April 30, 2003, the Conmpany announced t hat
it had conpleted the sale of the stock of its Gernman Leasing Subsidiary to
Muni ch- based Conprendi um I nvestment (Deutschland) GrbH, which is owned by
Conprendi um Investnment SA, a Swiss corporation. On March 31, 2004, the
Conpany accepted a discounted prepaynent by Conprendium of the four
remai ning paynments due fromthe sale. The Conpany received 30.5 nmillion
euros in lieu of four paynents of 9.5 nmillion euros each, scheduled for
paynent in April 2004, April 2005, My 2006 and Decenber 2006. The four
additional paynments would have been subject to reduction if certain
customers exercised contractual termnation provi si ons. The Company
recorded a charge of approximately $2 mllion ($0.47 per share) in the
three nonths ended March 31, 2004 to reflect the difference between the
prepaid anmount and the carrying value of the four scheduled paynents.
During the three nonths ended Decenber 31, 2003, the Conpany recorded a $6



mllion charge against the note receivable balance due fromthe sale (see
Note 4 of Notes to Consolidated Financial Statenents). Revenue was $2
mllion for the nine nonths ended June 30, 2004 conpared to $104 nillion
for the nine nonths ended June 30, 2003. Costs and expenses for these
operations were $8 million for the nine nonths ended June 30, 2004 conpared
to $67 mllion for the nine nonths ended June 30, 2003. Net |oss was $6
mllion for the nine nonths ended June 30, 2004 conpared to net earnings of
$34 mllion for the nine nonths ended June 30, 2003.

o International Leasing: On Cctober 18, 2002, the Conmpany announced that it
had sol d Conprendi um Fi nance S. A. (formerly known as Condi sco (Switzerl and)
S A), Conput er Di scount GrbH and the Company's French | easi ng
subsidiaries, Condisco France SA and Pronpbdata SNC. The Conpany sold
substantially all of its information technol ogy assets in Australia and New
Zealand to Allco pursuant to a sale approved by the Bankruptcy Court on
April 18, 2002. During the nine nonths ended June 30, 2004 revenues and net
earnings were $1 mllion. The revenues relate primarily to foreign exchange
gains and are noncash. Revenues and net earnings were $9 mllion during
t he nine nonths ended June 30, 2003.

Net Ear ni ngs

Net earnings were $40 million, or $9.37 per share-diluted, for the nine
nmont hs ended June 30, 2004 conpared to net earnings of $85 mllion, or $20.25
per share-diluted, for the nine nonths ended June 30, 2003.

O f - Bal ance Sheet Arrangenents

The Conpany does not maintain any off-balance sheet arrangenents,
transactions, obligations or other relationships with wunconsolidated entities
that would be expected to have a material current or future effect upon the
Conpany's financial condition or results of operations.
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Liquidity and Capital Resources

The Conpany nust rely on cash generated fromthe orderly sale and run-off

of its assets to neet its liquidity needs. Al funds generated fromthe
Conpany's remmining asset portfolios are required by the Plan to be used to
satisfy liabilities of the Conpany and, to the extent funds are available, to

pay dividends on the Conpany's Comon Stock and to nmake distributions wth
respect to the CDRs in the manner and priorities set forth in the Plan. Because
of the conposition and nature of its asset portfolios, the Conpany expects to
generate funds fromthe sale or run-off of its asset portfolios at a decreasing
rate over tine.

At June 30, 2004, the Conpany had unrestricted cash and cash equival ents of
approximately $169 million, an increase of approximately $72 mllion conpared to
Septenber 30, 2003. Net cash provided by operating activities for the nine
nonths ended June 30, 2004 was $154 nillion. Net cash wused in investing
activities of $2 mllion for the nine nonths ended June 30, 2004 was primarily
related to tax paynents.

The Conpany's operating activities during the nine nmonths ended June 30,
2004, including mniml capital expenditures, were funded by cash flows from
operations (primarily |lease and sale receipts). During the nine nonths ended
June 30, 2004, the Company received proceeds froma nunber of non-recurring
events including: approximately $46 mllion fromBay4 in settlenent of the
Company's sale of US Leasing, approxinately $38 mllion from Conprendium as
final settlement of the note fromthe sale of the Conpany's German subsidiary,
$25 mllion in paynents wth respect to the participation interest in certain



Agere | ease paynments including the proceeds fromthe sale of its interest (see
Note 4 of Notes to Consolidated Financial Statenents), $9 million fromthe sale
of equity securities and approximately $3 million fromthe sale of properties.
The Conpany's cash expenditures are primarily operating expenses (principally
conmpensation and professional services), dividends and paynments to CDR hol ders.

The Conpany's current and future liquidity depends on cash on hand, cash
provided by operating activities and asset sales. As of August 5, 2004, the
Conmpany's unrestricted cash balances exceeded $163 mllion. The decrease in

unrestricted cash balances from June 30, 2004 reflects the decreasing cash fl ow
fromthe run-off of the Conpany's asset portfolios and operating cash paynents,
principally Canadian tax paynents, in July 2004.

The Conpany expects its cash on hand and cash flow from operations to be
sufficient to fund operations and to neet its obligations (including its
obligation to nake paynents to CDR hol ders) under the Plan for the foreseeable
future. The Conpany is required to maintain sufficient cash reserves for the
potential CDR liability associated with the eventual allowance or disall owance
of the remaining Disputed Cains. The outcone and the timng of the resolution
of the remaining Disputed Cains will inpact both the timng and the anmpbunt of
future dividends and CDR paynents. See "Critical Accounting Policies" and "Ri sk
Factors Related to the Conpany" for a discussion of the inpact of Disputed
Clains on the distributions.

The Conpany's cash flow fromoperating activities is dependent on a nunber
of variables, including, but not limted to, tinmely paynment by its custoners,
gl obal econonic conditions and controlling operating costs and expenses.

Di vi dends

In Decenmber 2003 and May 2004, the Conmpany distributed approximately $50
mllion and $49 mllion, respectively, in the formof a dividend to stockhol ders
paid on the Conpany's Common Stock. Condisco intends to treat the dividend
distributions for federal income tax purposes as a series of |iquidating
distributions in conplete liquidation of the Conpany.

Contingent Distribution Rights

For financial reporting purposes, the Conpany accrues an operating expense
for CDRs although the CDRs trade over-the-counter.

I n Decenber 2003, the Conpany distributed a cash paynent of $.0514 per CDR
(an aggregate distribution of approximately $8 mllion) to CDR hol ders of record
on December 1, 2003

In March 2004, the Conpany distributed a cash paynent of $.0187 per CDR (an
aggregate distribution of approximately $2.8 million). The aggregate paynent of
approximately $2.8 million was primarily an incremental payment related to the
amended present value of the distributions to the initially allowed genera
unsecured creditors in the bankruptcy estate of Condisco, Inc. disclosed in a
Form 8-K/A filed with the SEC on Decenber 16, 2003.

In May 2004, the Conpany distributed a cash paynent of $.0781 per CDR (an
aggregate paynent of approximately $12 mllion) to CDR holders of record on
April 26, 2004.
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G oss cash distributions related to general unsecured clains totaled $3.983
billion through August 12, 2004. The distributions funded clains allowed on the
initial distribution date and the Disputed C ains Reserve where cash and Comon
Stock are being held pending the outcone of the remaining Disputed Cainms. A
portion of the original Disputed dainms have been all owed subsequent to the



initial distribution date.

Pursuant to the Rights Agent Agreenent that established the terns of the
CDRs distributed in accordance wth the Plan, the Conpany agreed to provide
information in its annual and quarterly reports regarding the Present Val ue of
Distributions (as defined in the Rights Agent Agreenent) made to certain fornmer
creditors of Condisco, |Inc. The Present Value of Distributions calculation
requires the Conpany to discount the cash distributions to the initially allowed
clai mhol ders fromthe date the distribution is made to the date of the Conpany's
energence from bankruptcy on August 12, 2002. The gross distributions through
August 12, 2004 of approximately $3.632 billion made to initially allowed
clai mhol ders equates to a present value of $3.498 billion. The associated
percentage recovery was approximately 96.4 percent as of August 12, 2004.

See Critical Accounting Policies and Note 9 of Notes to Consolidated
Financial Statements for a further discussion of CDRs and the nethodol ogy for
estimating the CDR liability and the potential inpact of the resolution of
Disputed Cdainms on liquidity. See Risk Factors--Inmpact of Disallowance of
Di sputed Cdainms on the Company's Obligation To Make Paynents in Respect of
Contingent Distribution Rights and Inpact of Reconsideration and Potentia
Al'l owance of Newy Filed Clains or Late Filed Cdaims or Previously Disallowed
Cl ai ns.

Ri sk Factors Relating to the Conpany

The following risk factors and other information included in this Quarterly
Report on Form 10-Q shoul d be carefully considered. The risks and uncertainties
descri bed bel ow are not the only ones the Conpany confronts. Additional risks
and wuncertainties not presently known or currently deened immterial also nmay
i mpair the Conpany's business operations and the inplenentation of the Plan. If
any of the followi ng risks actually occurs, the Conpany's business, financial
condition, operating results and the inplenentation of the Pl an could be
materially adversely affected.

Uncertainties Relating to the Bankruptcy Pl an

The results of the Conpany's operations may be affected by (i) the
reluctance of custonmers and third parties to do business with a conpany recently
energed from bankruptcy proceedings; (ii) the ability of the Conpany to retain
enpl oyees; (iii) limtations inposed by the Plan's focus on the orderly run-off
or sale of assets; and (iv) third party conpetitive pressures

In addition, the Conpany has incurred and wll <continue to incur
significant costs associated with its reorganization and inplenentation of the
Plan. The amobunt of these costs, which are being expensed as incurred, are
expected to have a significant adverse affect on the results of operations.

I nherent Uncertainty of Linmited Business Plan

The Conpany's post-bankruptcy business planis limted to an orderly
run-off or sale of its remaining assets. Pursuant to the Plan and restrictions
contained inits certificate of incorporation, the Conpany is specifically
prohibited from engaging in any business activities inconsistent wthits
limted business plan. This business plan is based on nunmerous assunptions
including the anticipated future perfornance of the Conpany in running off its
operations, the tine franme for the run-off, general business and econonic
conditions, and other matters, many of which are beyond the control of the
Conpany and sone of which nay not nmaterialize. As a result, the Conpany's
ability to effectively inplement this business plan is inherently uncertain. 1In
addition, wunanticipated events and circunstances occurring subsequent to the
date of this Quarterly Report may affect the actual financial results of the
Conpany' s operations.



Uncertainties Relating to the Wnd-down of Operations

The Conpany has reduced the size and conplexity of its organizational and
systens infrastructure concurrently wth the nonetization of its assets. The
success of the Conpany's continuing w nd-down of operations and inplenentation
of the Order entered by the Bankruptcy court on April 15, 2004 is dependent on

nunerous factors, including the timng and anount of cash received fromthe
nmoneti zation of its assets, the resolution of the remaining D sputed Cains, the
ability of the D sbhursing Agent to fulfill the positions of the current Board of

Directors and executive officers and the ability of the Conpany to effectively
consolidate its nanagenent structure and maintain its operations wth limted
per sonnel
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Uncertainties in Collections and Recoveries

The Company believes that its collections on |leases in default and
recoveries on accounts previously witten off will provide future cash flows.
The amount and timing of such collections and recoveries are dependent upon many
factors including: the ability of the Conpany to recover and |iquidate any of
its collateral, any offsets or counterclains that nmay be asserted agai nst the
Conpany and the ability of a | essee or debtor or its respective estate to pay
the claimor any portion thereof. Some of these factors are beyond the contro
of the Conpany.

The Conpany's Liquidity is Dependent on a Nunber of Factors

The Conmpany's liquidity generally depends on cash provided by operating
activities. The Conpany's cash flow from operating activities is dependent on a
nunber of wvariables, including, but not Ilimted to, tinmely paynent by its
custoners, global economc and political conditions, control of operating costs
and expenses and the ability of the Conpany to dispose of its assets. The
Conpany's renmai ning | ease funding obligations are immterial.

The Payment of Dividends and Distributions

Al funds generated fromthe Conmpany's remaining asset portfolios are
required by the Plan to be used to satisfy Iliabilities of the Conpany and, to
the extent funds are available, to pay dividends on the Company's Comon Stock
and to make distributions with respect to the Contingent Distribution Rights in
the manner and priorities set forth in the Plan. Because of the composition and
nature of its asset portfolios, the Conpany expects to generate funds fromthe
sale or run-off of its asset portfolios at a decreasing rate over tine. The
Conpany has material restrictions on its ability, and does not expect or intend,
to nmake any significant investments in new or additional assets. Accordingly,
the amount of funds potentially available to pay dividends on the Conpany's
Conmmon Stock and to rmake distributions wth respect to the Contingent
Distribution Rights is limted to the funds (in excess of the Conpany's
liabilities) that may be generated fromthe remai ning asset portfolios.

I npact of Disallowance of Disputed Cains on the Conpany's bligation
To Make Paynents in Respect of Contingent Distribution Rights

Because the present value of distributions to certain former creditors of
Condi sco, |Inc. reached a threshold |evel of percentage recovery established
pursuant to the Plan, holders of CDRs are entitled to receive specified paynents
fromthe Conpany. Al paynents by the Conpany in respect of CDRs are nade from
the Conpany's available cash-on-hand and not from funds released fromthe
Di sputed Cainms Reserve. The Conpany expects to naintain cash reserves
sufficient to nake any required paynments on the CDRs. The Conpany's success in



reducing the Disputed Cainms Reserve through disallowance of Disputed dains
could have a significant negative inpact on the cash available to be distributed
to common sharehol ders.

I mpact of Reconsideration and/or Alowance of Newy Filed Cainms, Late
Filed Clains or Previously Disallowed d ains

The reconsi deration and/or allowance by the Bankruptcy court of newy filed
clains, late filed claims, or previously disallowed claims, in full or in part,
may negatively inmpact future distributions.
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Current Market Conditions Have Made It Difficult and May Continue to
Make it Difficult for the Conpany To Tinely Realize on the Value of its Warrant
and Equity Securities (collectively, "Equity Securities")

Current market conditions have adversely affected, and may continue to
adversely affect, the opportunities for the acqui si tion/ merger of the
Internet-related, conmunications and other high technol ogy and energi ng growh
conpanies that nake up the substantial majority of the Conpany's Equity
Securities. Additionally, the public market for high technology and other
energing growh conpanies is extrenely volatile. Such volatility has adversely
affected, and may continue to adversely affect, the ability of the Conpany to
realize value fromits Equity Securities. Exacerbating these conditions is the
fact that the Equity Securities held by the Conpany are subject to |ockup
agreenents restricting its ability to sell until several nonths after an initial
public offering. Wthout an available liquidity event, the Conpany is unable to
sell its Equity Securities. As a result, the Conpany, or Wndspeed on behal f of
the Company, may not be able to generate gains or receive proceeds fromthe sale
of Equity Securities and the Conpany's business and financial results nmay
suffer. Additionally, liquidation preferences may continue to be offered by
conpanies in the Conpany's portfolio to parties wlling to lend to such
conpani es. The liquidation preferences have had, and may continue to have, an
adverse inpact on the value of the Conpany's Equity Securities. For those Equity
Securities wthout a public trading narket, the realizable value of the
Conpany's Equity Securities nay prove to be lower than the «carrying value
currently reflected in the financial statenents.

The estimated fair market value of the Conpany's equity securities was
determined in consultation with Wndspeed based on a variety of factors,

including, but not limted to, quoted trading levels for publicly-traded
securities, industry and company multiples, industry acceptance in the nmarket
place, liquidity discounts due to |ock ups, estimated revenue, and customner,

product and market share growh by the respective conpanies in the portfolio.
Substantially all of these factors are outside the control of the Conpany and
are subject to significant volatility. There can be no assurance that the
Conpany wll be able to realize the estimted fair market value at or even
renotely close to the estimated anount. Furthernmore, the current estinmated fair
mar ket value is subject to significant concentration risk, as 94 percent of the
estimated fair market value of the entire portfolio is concentrated in |ess than
twenty individual conpanies and approximtely one-third of the estimted anount
is in one conpany.

Conpany Exposed to Asset Concentration Risk

The Conpany's asset concentrations expose the Conpany to additional risk in
that the inability of the obligor to neet its obligations to the Conpany could
significantly negatively inpact the Conpany's future cash fl ow.



I npact of Interest Rates and Forei gn Exchanges Rates

Increases in interest rates would negatively inpact the value of certain of
the Conpany's assets and a strengthening of the US dollar would negatively
i npact the value of the Company's net foreign assets.

Li mted Public Market for Commopn Stock

There is currently a limted public market for the Conpany's Common Stock
Hol ders of the Conpany's Common Stock may, therefore, have difficulty selling
their Common Stock, should they decide to do so. In addition, there can be no
assurances that such markets wll continue or that any shares of Conmpbn Stock
whi ch may be purchased may be sold without incurring a |loss. Any such narket
price of the Commopn Stock nay not necessarily bear any relationship to the
Conpany's book val ue, assets, past operating results, financial condition or any
other established criteria of value, and nmay not be indicative of the narket
price for the Coomon Stock in the future. Further, the market price of the
Conmon Stock may be volatile depending on a nunber of factors, including the
status of the Conpany's business performance, its limted business purpose,
i ndustry dynam cs, news announcenents or changes in general econom c conditions.

Limted Public Market for Contingent Distribution Rights

There is currently a limted public market for the Conpany's Contingent
Distribution R ghts. Holders of the Conpany's Contingent Distribution R ghts
may, therefore, have difficulty selling their Contingent Distribution Rights,
shoul d they decide to do so. In addition, there can be no assurances that such
markets will continue or that any Contingent Distribution R ghts which may be
purchased nmay be sold wthout incurring a loss. Any such market price of the
Contingent Distribution Rights may not necessarily bear any relationship to the
Conpany's book val ue, assets, past operating results, financial condition or any
other established criteria of value, and nmay not be indicative of the narket
price for the Contingent Distribution Rights in the future. Further, the market
price of the Contingent Distribution R ghts may be volatile depending on a
nunber of factors, including the status of the Conpany's business perfornance,
i ndustry dynam cs, news announcenents or changes in general econom c conditions.

Remar keting Results Are Uncertain

Quarterly operating results and cash fromthe sale of assets depend
substantially wupon remarketing transactions, which are difficult to forecast
accurately. The sustained decrease in corporate technology equipnent spending
may have a negative imnpact on equi prent values and remarketing results. There
can be no assurance that the Company will be able to remarket its assets at
expected or historical |evels.

The Conpany is Affected By Product and Market Devel opnent

The markets for the Conpany's principal products are characterized by
rapidly changi ng t echnol ogy, frequent new product announcenent s and
enhancenments, evolving industry standards and custoner denands and decli ning
prices. These rapidly changing market conditions could adversely affect the
Conpany' s busi ness.

The Conpany's Investnments in Certain Industries My Cause Business
and Broader Financial Results to Suffer

The Conpany has significant exposures to conpanies engaged in the
tel econmuni cations, electronics and other high-technology industries that have
been severely negatively inpacted by the recent econom c downturn. To the extent
that these conpanies are unable to neet their business plans, or are unable to
obtain funding at reasonable rates to execute their business plans, there could



be an increase in the Conpany's credit |osses. There can be no assurance that
the economic and operating environment for these industries wll rebound to
| evel s seen prior to the econonmic downturn, nor that the environnent for these
industries will not continue to deteriorate.

O her

O her uncertainties include general business conditions, ability to sel
assets, reductions in technology budgets and related spending plans and the
i mpact of workforce reductions on the Conpany's operations.
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Item 3. Quantitative and Qualitative Disclosures about Market Risk

There has been no material change during the nine nonths ended June 30,
2004 fromthe disclosures about interest rate and nmarket risk provided in the
Conpany's Annual Report on Form 10-K for the year ended Septenber 30, 2003. See
Note 7 of Notes to Consolidated Financial Statenments for a discussion of the
changes in and the realization of gains on the Conpany's hol ding of iPass comon
st ock.

The Conmpany's exposure to the risk of future currency exchange rate
fluctuations, which is accounted for as an adjustnent to stockholders' equity
until realized, has been significantly reduced since Septenber 30, 2003 as a
result of the acceptance by the Conpany of a discounted prepaynent by
Conprendi um |nvestnents S. A on March 31, 2004 of the four renmmining paynents
due from the sale of the German Leasing Subsidiary and the subsequent
repatriation in April 2004 of the funds received. See Note 4 of Notes to
Consol i dated Financial Statenents. On April 29, 2004, the Conpany's exposure to
the risk of future currency exchange rate fluctuations was further reduced by
the conpletion of a md-term off-lease sale with Cable & Wreless Plc for al
equi prent on | ease as of March 31, 2004

ltem 4. Control s and Procedures
Di scl osure Controls and Procedures

The Conpany's managenent, wth the participation of the Conpany's Chief
Executi ve Oficer and Principal Fi nanci al Oficer, has evaluated the
ef fectiveness of the Conpany's disclosure controls and procedures (as such term
is defined in Rules 13a-15(e) and 15d-15(e) wunder the Exchange Act) as of the
end of the period covered by this report. Based on such evaluation, the
Conpany's Chi ef Executive Oficer and Principal Financial Oficer have concl uded
that, as of the end of such period, the Conpany's disclosure controls and
procedures are effective in recording, processing, summarizing and reporting, on
atinly basis, information required to be disclosed by the Conpany in the
reports that it files or subnmits under the Exchange Act.

Internal Controls Over Financial Reporting

There have not been any changes in the Conpany's internal control over
financial reporting (as such termis defined in Rules 13a-15(f) and 15d-15(f)
under the Exchange Act) during the fiscal quarter to which this report relates
that have materially affected, or are reasonably likely to materially affect,
the Conpany's internal control over financial reporting.

<PAGE>



PART I'l. OTHER | NFORVATI ON

| TEM 1. LEGAL PROCEEDI NGS
None
| TEM 2. CHANGES I N SECURI TI ES AND USE OF PROCEEDS
None
| TEM 3. DEFAULTS UPON SENI OR SECURI TI ES
None
| TEM 4. SUBM SSI ON OF MATTERS TO A VOTE OF SECURI TY HOLDERS
None
| TEM 5. OTHER | NFORNMATI ON
None
| TEM 6. EXH BI TS AND REPCRTS ON FORM 8- K
{a} Exhibits
Exhi bit No. Description of Exhibit
o é- -1- o -O-e;;l-lzl-;:;i'; ;1- ;)1: - I- ;1;:;); |-o;)r ation of Registrant dated August 8, 2002

(I'ncorporated by reference to Exhibit 3.1 filed wth the
Conpany's Annual Report of Form 10-K dated Septenber 30, 2002,
as filed with the Comm ssion on January 14, 2003, File No.
0- 49968) .

3.2 By- Laws of Registrant, adopted as of August 9, 2002
(Incorporated by reference to Exhibit 3.2 filed wth the
Conpany's Annual Report of Form 10-K dated Septenber 30, 2002,
as filed with the Commission on January 14, 2003, File No.
0- 49968) .

11.1 Statenment re conputation of per share earnings
(filed herewi th).

31.1 Certificate of Chief Executive Oficer Pursuant to Rule 13a-14
and Rul e 15d-14 of the Exchange Act, as Adopted Pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002 (filed herewith).

31.2 Certificate of Principal Financial Oficer Pursuant to
Rul e 13a-14 and Rul e 15d-14 of the Exchange Act, as Adopted
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002
(filed herewth).

32.1 Certification of Chief Executive Oficer and Principal
Fi nancial Oficer Pursuant to 18 U S.C Section 1350, as
Adopt ed Pursuant to Section 906 of the Sarbanes-Oxl ey Act of
2002 (filed herew th).

{b} Reports on Form 8-K

Since the beginning of the third quarter of fiscal 2004, the Conpany filed
the following current reports:

On April 13, 2004, the Conmpany filed a Current Report on Form 8-K dated
April 13, 2004. Pursuant to Item5 of its Report, the Conpany reported that it



had i ssued a press release announcing the discounted prepaynment by Conprendi um
Investments S. A of the remaining paynents due fromthe sale of the conpany's
German leasing subsidiary. The Report added the press release as an exhibit
pursuant to ltem 7.

On April 16, 2004, the Conmpany filed a Current Report on Form 8-K dated
April 16, 2004. Pursuant to Item5 of its Report, the Conpany reported that the
Bankruptcy court entered an order (the "Order") granting the Mtion. Also
pursuant to Item5 of its Report, the Conpany reported that on April 16, 2004,
the conpany had issued a press release announcing that its Board of Directors
had decl ared a cash dividend of $11.50 per share on the outstanding shares of
its Coormon Stock, payable on May 6, 2004 to common stockhol ders of record on
April 26, 2004. The Conpany al so announced that it would nake a cash payment of
$.0781 per right on its CDRs, payable on May 6, 2004 to CDR holders of record on
April 26, 2004. The Report added the press release as an exhibit pursuant to
Item 7.

On May 18, 2004, the Conpany filed a Current Report on Form 8-K, dated My
18, 2004. Pursuant to Item 12 of its Report, the Conpany reported that it had
i ssued a press release on May 14, 2004 announcing its financial results for its
second fiscal quarter ended March 31, 2004. The Report furnished the press
rel ease as an exhibit pursuant to Item 12.
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SI GNATURES

Pursuant to the requirenments of the Securities Exchange Act of 1934, the

registrant has duly caused this report

under si gned thereunto duly authorized.

Dat ed: August 12, 2004

to be

signed on its behalf by the

COVDI SCO HOLDI NG COVPANY, | NC

By: /s/ David S. Reynol ds

Nane:
Title:

David S. Reynol ds

Seni or Vi ce President

and Controller

(Principal Financial Oficer)
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