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PART |

FI NANCI AL | NFORVATI ON

For war d- Looki ng St at enent s

This quarterly report on Form 10-Q contains, and our periodic filings with
the Securities and Exchange Commission (the "SEC') and witten and oral
statenents nade by the Conpany's officers and directors to press, potential
investors, securities analysts and others, wll contain, f orwar d- | ooki ng
statenents within the nmeaning 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-|ooking statenments be
subj ect to the safe harbors created thereby. These forward-1ooking statenents
are not historical facts, but rather are predictions and generally can be
identified by use of statenments 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 similar inport. Simlarly, statenents that describe or
contain information related to matters such as our intent, belief, or
expectation with respect to financial performance, clains resolution under the
Plan (as defined below), cash availability and cost-cutting neasures are
forward-1|ooking statenments. These forward-looking statenents often reflect a
nunber of assunptions and involve known and unknown risks, uncertainties and
other factors that could cause our actual results to differ materially from
those currently anticipated in these forward-looking statenents. In |ight of
these risks and wuncertainties, the forward-looking events mght or mght not
occur, which may affect the accuracy of forward-I|ooking statenents and cause the
actual results of the Conpany to be materially different fromany future results
expressed or inplied by such forward-1ooking statenments

I nportant factors that could cause actual results to differ materially from
those suggested by these witten or oral forward-looking statenments, and could
adversely affect our future financial performance, include the risk factors
di scussed belowin Item2, Mnagenment's Discussion and Analysis of Financia
Condition and Results of Operation. Mny of the risk factors that could affect
the results of the Conpany's operations are beyond our ability to control or
predi ct.

I TEM 1. FI NANCI AL STATEMENTS

THE COVPANY EMERGED FROM CHAPTER 11 BANKRUPTCY PROCEEDI NGS ON AUGUST 12
2002. THE PURPOCSE OF THE COWPANY IS TO SELL, COLLECT OR OTrHERW SE REDUCE TO
MONEY | N AN ORDERLY MANNER THE REMAI NI NG ASSETS OF THE CORPORATI ON.  PURSUANT TO
THE COWANY'S FIRST AMENDED JO NT PLAN OF REORGANI ZATION (THE "PLAN') AND
RESTRI CTI ONS CONTAINED |IN THE COWPANY'S CERTIFICATE OF | NCORPORATIQON, THE
COWPANY | S SPECI FI CALLY PROH BI TED FROM ENGAG NG | N ANY BUSI NESS ACTI VI TI ES
I NCONSI STENT WTH I TS LI M TED BUSI NESS PURPOSE. ACCORDI NGLY, W THI N THE NEXT FEW
YEARS, | T IS ANTI Cl PATED THAT THE COVPANY W LL HAVE REDUCED ALL OF | TS ASSETS TO
CASH AND MADE DI STRI BUTI ONS OF ALL AVAI LABLE CASH TO HOLDERS OF I TS COMMON STOCK
AND CONTI NGENT DI STRI BUTI ON RI GHTS | N THE MANNER AND PRI ORI TI ES SET FORTH IN THE
PLAN. AT THAT PO NT, THE COWANY WLL CEASE OPERATIONS AND NO FURTHER
DI STRIBUTIONS WLL BE MADE. THE COVPANY FILED ON AUGUST 12, 2004 A CERTI FI CATE
OF DI SSOLUTION W TH THE SECRETARY OF STATE OF THE STATE OF DELAWARE TO FORMALLY
EXTI NGUI SH COVDI SCO HOLDI NG COVPANY, I NC.'S CORPORATE EXI STENCE W TH THE STATE
OF DELAWARE EXCEPT FOR THE PURPOSE OF COVPLETI NG THE W ND- DOAN CONTEMPLATED BY
THE PLAN
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Condi sco Hol di ng Conpany, Inc.
CONSCLI DATED STATEMENTS OF EARNI NGS (LGOSS) (UNAUDI TED)
(in mllions except per share data)

Three nont hs ended

Decenmber 31
2004 2003
Revenue
Leasi ng
Operating . ..o $ -- $ 7
Direct financing ........ ... ... . -- 1
Sal BS-tYPe . -- 1
Total leasing ....... .., -- 9
Sal S . 2 21
Agere |l ease participation payment ...................... 2 7
Sl P reCOVeIY .o 5 -
Sale of properties ...... ... . -- 2
[ 1= 8 7
Total revenue . ... ... ... 17 46
Costs and expenses
Leasi ng
Operating ... -- 4
Sal BS-tYPe .ot -- 1
Total leasing ....... ..., -- 5
Sal B8 L 1 17
Selling, general and administrative .................... 6 6
Contingent distribution rights ......................... 3 -
Wite-down of equity securities ........................ -- --
Bad debt expense ........ ... (2) (5)
Total costs and expenses ................oiiuunn... 8 23
Earni ngs (1 oss) from continuing operations before income
taxes (benefit) ... ... . . . 9 23
Income taxes (benefit) ...... ... . . . . . . . . -- (3)
Earni ngs (loss) fromcontinuing operations ............. 9 26
Earni ngs (1 oss) from discontinued operations, net of
A o -- (12)
Net  arni NQS ...ttt $ 9 $ 14
Basi c earnings (loss) per common share:
Earnings (loss) fromcontinuing operations ........... $2.20 $6.16
Earni ngs (1 oss) from discontinued operations ......... 0.04 (2.87)
Net  arNi NS ottt $2.24 $3.29
Di | uted earnings (loss) per common share:
Earnings (loss) fromcontinuing operations ........... $2.20 $6.16
Earni ngs (1 oss) from discontinued operations ......... 0.04 (2.87)
Net  arNi NS et e e e e e $2.24 $3.29

See acconpanying notes to consolidated financial statenents.
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Condi sco Hol di ng Conpany, Inc.
CONSOLI DATED BALANCE SHEETS

(in mllions except share data)
(Unaudi t ed) (Audi t ed)
Decenber 31, Sept enber 30,
2004 2004
ASSETS
Cash and cash equivalents ....................... $ 145 $ 157
Cash - legally restricted ....................... 11 10
Receivables, net ........ ... . . . .. . . . . . . . . .. .. ... 5 4
Inventory of equipment ................. ... ...... 2 1
Leased assets:
Direct financing and sales-type ............... - 1
Operating (net of accumul ated depreciation) ... - 2
Net leased assets .............. .. - 3
Equity securities ......... ... 14 14
Assets of discontinued operations ............... 4 5
Qher assets ... .. 4 4
$ 185 $ 198
LI ABI LI TIES AND STOCKHOLDERS' EQUI TY
Accounts payable ........ ... $ 1 $ 2
INCOMB 1aAXeS ... e 7 6
Liabilities related to assets of
di scontinued operations ........................ 1 1
Deferred inCome ......... ... ... - 2
OQher liabilities:
Accrued conpensation ............. .. ... ... 8 12
Contingent distribution rights ................ 57 70
O her 2 2
Total other liabilities ...................... 67 84
76 95
St ockhol ders' equity:
Common stock $.01 par val ue. Authorized
10, 000, 000 shares; issued 4,200, 000 shares
4,034, 553 shares outstanding at
Decenber 31, 2004 (4,196, 022 at
Septenber 30, 2004) .......... ... - -
Additional paid-in capital .................... 109 109
Accumul at ed ot her conprehensive income ........ 11 10
Retained deficit .......... ... ... ... ... ...... (7) (16)

Conmmon stock held in treasury, at cost; 165, 447
shares at Decenber 31, 2004 and 3, 978

Septenber 30, 2004 ...... ... ... ... (4) -
Total stockholders' equity ................ 109 103
$ 185 $ 198

See acconpanyi ng notes to consolidated financial statenents.
-5-
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Condi sco Hol di ng Conpany, Inc.

CONSOLI DATED STATEMENTS OF CASH FLOWS ( UNAUDI TED)

(in mllions)

For the three nonths ended Decenber 31, 2004 and 2003

Cash flows from operating activities:
Operating | ease and other |leasing receipts ...............
Sal es of equipment . ...... ... ...
Note receivable receipts ....... . ... . .
VArrant proceeds . .... ... ..
QL her revenue ... ... ...
Collections and recoveries .......... ...
Selling, general and administrative expenses .............
Contingent distribution rights paynents ..................
[ NCOMB L AXEBS ..o e e e e

Net cash provided (used) by continuing operations ......
Net cash provided (used) by discontinued operations ....

Net cash provided (used) by operating activities .......

Cash flows frominvesting activities:
Equi prent purchased for leasing ..........................
Equi prent purchased for |easing by discontinued operations
O her

Net cash used in investing activities ..................

Cash flows fromfinancing activities:
Cash used by discontinued operations .....................
Common stock purchased and placed in treasury ............
Di vi dends paid on Common Stock ...........................
Decrease (increase) in legally restricted cash ...........
QL her

Net cash used in financing activities ..................

Net increase (decrease) in cash and cash equivalents ........
Cash and cash equivalents at beginning of period ............

Cash and cash equivalents at end of period ..................

See acconpanying notes to consolidated financial statenents.
-6-
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Condi sco Hol di ng Conpany, Inc.

CONSOLI DATED STATEMENTS OF CASH FLOWS ( UNAUDI TED) -- CONTI NUED
(in mllions)

For the three nonths ended Decenber 31, 2004 and 2003

2004 2003
Reconci liation of earnings (loss) from
continui ng operations to net cash provided by
operating activities:
Earni ngs (loss)from continuing operations ............ $ 9 $ 26
Adj ustments to reconcile earnings (loss) from
continui ng operations to net cash provided by
operating activities
Leasing costs, primarily depreciation and
anortization .......... . . . - 5
Leasi ng revenue, primarily principal portion
of direct financing and sal es-type | ease rentals - 9
Cost of sales .......... .. . 1 17
Technol ogy services costs, prinarily
depreciation and anortization ................. - 1
INCOMB TaAXeS . ... e - 22
Princi pal portion of notes receivable ............ - 1
Selling, general, and adm nistrative expenses .... (1) (32)
Contingent distribution rights ................... (12) (8)
O her, net ... ... (5) (1)
Net cash provided (used) by continuing operations (8) 40
Net cash provided (used) by discontinued operations (1) 8
Net cash provided (used) by operating activities $ (9 $ 48

See acconpanyi ng notes to consolidated financial statenents.
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COMDI SCO HOLDI NG COVPANY, | NC
NOTES TO CONSCLI DATED FI NANCI AL STATEMENTS ( UNAUDI TED)
Decenber 31, 2004 and 2003

The following discussion and analysis should be read in conjunction wth
"Managenent's Discussion and Analysis of Financial Condition and Results of
Qperations” included in Item 2 below and in the Conpany's Annual Report on Form
10-K for the fiscal year ended Septenber 30, 2004, and with the Consolidated
Financial Statenents and related notes in the Conmpany's Annual Report on Form
10-K for the fiscal year ended Septenber 30, 2004.

1. Reor gani zat i on

On July 16, 2001, Comdisco, 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., enmerged from bankruptcy under
a confirnmed pl an of reor gani zati on (the First Amended Joint Plan of
Reorgani zation (the "Plan")) that becane effective on August 12, 2002 (the
"Effective Date"). For financial reporting purposes only, however, the effective
date for inplenmentation of fresh-start reporting was July 31, 2002

Condi sco Hol di ng Conpany, Inc. was forned on August 8, 2002 for the purpose
of selling, collecting or otherwise reducing to noney in an orderly nanner the
renmai ni ng assets of the Conpany and all of its direct and indirect subsidiaries,
including Condisco, Inc. The Conpany's business purpose is limted to the



orderly sale or run-off of all its remmining assets. Pursuant to the Plan and
restrictions contained inits certificate of incorporation, the Conpany is
specifically prohibited fromengaging in any business activities inconsistent
with its limted business purpose.

2. Basi s of Presentation

In this quarterly report on Form 10-Q references to "the Conpany,"”
"Condi sco Holding," "we," "us" and "our" nean Condi sco Hol ding Conpany, Inc.,

its consolidated subsidiaries, including the forner Condisco @4 obal Holding
Conpany, Inc., Condisco, Inc., the forner Condisco Donestic Holding Conpany,
Inc. and Condisco Ventures, 1Inc., and its predecessors, except in each case
where the context indicates otherwi se. References to "Condisco, Inc." nmean

Condi 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
i ndi cat es ot herwi se.

Due to the Conpany's reorganization and inplenentation of fresh-start
reporting, the consolidated financial statements for the Successor conpany,
presented herein, are not conparable to those of the Predecessor conpany,
presented in prior filings with the SEC

Certain reclassifications, including those for discontinued operations,
have been made in the 2004 fiscal year financial statements to conformto the
2005 fiscal year presentation.

3. Di sconti nued Operations

Because of the sale of assets, anmpunts in the consolidated financial
statenents and related notes for all periods shown have been restated to account
for the US Leasing operations, International Leasing and Gernman operations (the
"German Leasing Subsidiary") as discontinued operations. "lInternational Leasing"
refers to the Conpany's fornmer 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

Revenue and net earnings fromdiscontinued operations for the three nonths
ended Decenber 31, 2004 were nonminal. The following is summary financial
infornmation for the Conpany's discontinued operations for the three nonths ended
Decenber 31, 2003:

<TABLE>
<CAPTI ON>
Ger man
International Leasing
US Leasing Leasi ng Subsi diary Total

<S> <c> <c> <c> <c>
Revenue $ 7 $ 1 8 - $ 8
Earni ngs (1 oss) from discontinued operations:

Before incone taxes $ (7) $ 1 3 (6) $ (12

I ncone taxes - - - -

Net earnings (I oss) $ (7) $ 1 3 (6) $ (12)
</ TABLE>
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4. Recei vabl es

Recei vabl es include the foll owing as of Decenber 31, 2004 and Septenber 30,



2004 (in mllions):

Decenber 31, Sept enber 30
2004 2004
Not es $ 1 $ 2
Account s 1 1
SI P recovery 1 -
O her 3 2
Total receivables 6 5
Al l owance for credit |osses (1) (1)
Tot al $ 5 $ 4
SIP recovery
In February 1998, pursuant to Condisco, Inc.'s Shared Investrment Plan
("SIP"), senior nanagers of Condisco, Inc. (the "SIP participants") took out
full recourse, personal loans (the "SIP Loans") to purchase approximtely siXx
mllion shares of Condisco, Inc.'s comon stock. In connection therewith

Condi sco, |Inc. executed a guaranty dated February 2, 1998 (the "Quaranty")
providing a guaranty of the loans in the event of default by the SIP
participants to the | enders under the SIP (the "SIP Lenders"). On Novenber 29

2001, the SIP Lenders filed a master proof of claimin the Condisco, Inc

Bankruptcy in the amount of $133 million ("SIP Guaranty daint).

On Decenber 22, 2004, Condisco settled the Guaranty on the SIP Loans. As
part of the settlenment, the individual notes signed by the SIP participants were
assigned to either the Conpany or the litigation trust. The notes assigned to
the Conpany relate to individual SIP participants who settled with the Conpany
prior to the settlenent wth the SIP Lenders. During the three nonths ended
Decenber 31, 2004, Condisco recorded approximately $5 million of SIP recovery
revenue consisting primarily of restricted cash currently held by the Conpany
and $1 mllion of receivable for the balance of the notes assigned to the
Conpany. Condisco expects the restricted cash to be released to the Conpany in
the second quarter of fiscal 2005

Al | owance

The allowance for credit |osses includes the Conpany's estimte of the
amounts expected to be uncol |l ectabl e on specific accounts.

5. Equity Securities

W ndspeed Acquisition Fund GP, LLC ("W ndspeed") manages the Conpany's
investnents in equity securities. Wndspeed receives fixed and declining
managenent fees. Additionally, after the Conpany has realized a specified
amount, Wndspeed will share in the net receipts at various percentages

Realized gains or losses are recorded on the trade date based upon the
di fference between the proceeds and the cost basis determ ned using the specific
identification nethod. Net realized gains are included in other revenue in the
consol i dated statenents of earnings (loss).

Mar ket abl e equity securities:

The Conpany's available-for-sale security holdings were as follows (in
mllions):

G oss G oss
unrealized unrealized Mar ket
Cost gai ns | osses val ue
Sept enber 30, 2004 $ 1 3 8 $ - $ 9
Decenber 31, 2004 $ 1 % 8 $ - $ 9

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 6 of Notes to Consolidated Financial
Statenents). At Decenber 31, 2004, the Conpany held securities of four
publicly-traded conpanies: Blue Nile, Inc., Cytokinetics, Inc., Theravance, Inc.
and Volterra Sem conductor Corporation. Each of these hol dings are subject to
| ock-up periods, which restrict the Conpany's ability to sell in the near term

The Conpany's practice is to work in conjunction with Wndspeed to sell its
mar ket abl e equity securities upon the expiration of the |ock-up period utilizing
various timng strategi es which seek to maxinmize the return to the Conpany.

-0-
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Equity investnents in private conpanies:

The Conpany's policy for equity investnents in privately held conpanies,
which are non-quoted investnents, is, in consultation with Wndspeed, to
regul arly review the assunptions underlying the operating performance and cash
flow forecasts in assessing the carrying values. The Conpany identifies and
records inpairnment |osses on equity securities when narket and custoner specific
events and circunstances indicate the carrying value mght be inpaired. All

wite-downs are considered pernanent impairnments for financial reporting
pur poses.
6. St ockhol ders' Equity

Wien t he Conpany energed from bankruptcy, 4,200,000 shares of Common Stock
were issued. As of Decenber 31, 2004, the Conpany had 4, 034,553 shares of Conmmobn
St ock outstandi ng and 165, 447 shares of Conmon Stock held in treasury.

St ockhol ders' equity consists of the following (in mllions):

<TABLE>
<CAPTI ON>
Addi ti onal Accunul at ed Conmon
Conmon paid-in ot her conpre- Retained stock in
st ock capi tal hensi ve i ncone  earnings treasury Tot al

<S> <c> <c> <c> <c> <c> <c>
Bal ance at Septenber 30, 2004 $ - $ 109 $ 10 $ (16) $ - $ 103
Net incone 9 9
Transl ati on adj ust ment 1 1
Change in unrealized gain - -

Total conprehensive incone 10
Li qui dati ng di vi dend - - -
Conmon Stock placed in treasury (4)
(4
Bal ance at Decenber 31, 2004 $ - $ 109 $ 11 $ (7) $ (4) $ 109
</ TABLE>

In Novenber 2004, in connection wth the settlement of the Ventures

conpensation dispute, the Conpany received fromthe Disputed Cains Reserve
31,681 shares of Conmon Stock which were placed in treasury stock.

I n Decenber 2004, in connection wth the settlenent of the SIP CGuaranty
Claim the Conpany received fromthe Disputed C ains Reserve 129, 788 shares of
Common Stock which were placed in treasury stock. The shares were in partial
paynent of a pre-bankruptcy receivabl e of Condisco, Inc. set-off by the claimnt
agai nst amounts due the claimant under the SIP Guaranty (see Note 4 of Notes to
Consol i dated Financial Statenents).

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

Three nmont hs
ended Decenber 31,



2004 2003

Foreign currency translation adjustnents $ 1 $ 1
Unreal i zed gains (|l osses) on securities:
Unreal i zed hol ding gains (losses) arising

during the period 3 (2)
Recl assi fication adjustnent for gains
i ncluded in earnings before income taxes (3) (1)

Net unrealized gains (losses), before
i ncome taxes - (3)
I ncone taxes - -

Net unrealized gains (losses) - (3)

O her conprehensive inconme (I oss) 1 (2)

Net ear ni ngs 9 14

Total conprehensive incone $ 10 $ 12
-10-
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7. O her Financial |nformation

Legally restricted cash is conprised of the followi ng at Decenber 31,
and Septenber 30, 2004 (in mllions):

Decenber 31, Sept enber 30,

2004 2004
I ncentive conpensation escrows $ 6 $ 6
SI P Recovery 3 3
Hel d by W ndspeed 2 1
$ 11 $ 10

O her assets consists of the following (in mllions):

Decenber 31, Sept enber 30,

2004 2004
Deferred costs $ 3 $ 3
O her 1 1
$ 4 $ 4

O her liabilities consists of the following (in mllions):

Decenber 31, Sept enber 30,
2004 2004

Accrued conpensati on $ 8 $ 12

CDRs 57 70
O her:

Taxes ot her than incone 1 1

O her 1 1

Total O her 2 2

$ 67 $ 84

2004

The Iliability for accrued conpensation includes payroll and estimated



amounts payabl e under the Conpany's Bankruptcy court approved conpensation
pl ans.

In December 2004, the Conpany made a cash paynent of $.0982 per CDR (an
aggregate distribution of approximately $15 mllion) to CDR hol ders.

8. Fi nanci al Informati on by Business Segnent and Geographic Area

The followi ng table presents total revenue by geographic |ocation based on
the location of the Conpany's offices (in nillions):

Three nont hs
ended Decenber 31,

2004 2003
North Anerica $ 16 $ 30
Eur ope 1 16
Tot al $ 17 $ 46

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

Decenber 31, Sept enber 30,
2004 2004
Tot al Tot al
Asset s Cash Assets Cash
North Anerica $ 180 $152 $ 191 3162
Eur ope 5 4 7 5
Tot al $ 185 $156 $ 198 3167

-11-
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| 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 Septenmber 30, 2004, and with the information
under the heading "Mnagenent's Discussion and Analysis of Financial Condition
and Results of Operations” in our Annual Report on Form 10-K for the fiscal year
ended Sept enber 30, 2004.

THE COVPANY EMERGED FROM CHAPTER 11 BANKRUPTCY PROCEEDI NGS ON AUGUST 12,
2002. THE PURPOCSE OF THE COWPANY IS TO SELL, COLLECT OR OTrHERW SE REDUCE TO
MONEY | N AN ORDERLY MANNER THE REMAI NI NG ASSETS OF THE CORPORATI ON.  PURSUANT TO
THE COWANY'S FIRST AMENDED JO NT PLAN OF REORGANI ZATION (THE "PLAN') AND
RESTRI CTI ONS CONTAINED |IN THE COWPANY'S CERTIFICATE OF | NCORPORATION, THE
COWPANY | S SPECI FI CALLY PROH BI TED FROM ENGAG NG | N ANY BUSI NESS ACTI VI TI ES
I NCONSI STENT WTH | TS LI M TED BUSI NESS PURPOSE. ACCORDI NGLY, W THI N THE NEXT FEW
YEARS, | T IS ANTI Cl 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 COMMON STOCK
AND CONTI NGENT DI STRI BUTI ON RI GHTS | N THE MANNER AND PRI ORI TI ES SET FORTH IN THE
PLAN. AT THAT PO NT, THE COWANY WLL CEASE OPERATIONS AND NO FURTHER
DI STRIBUTIONS WLL BE MADE. THE COVPANY FILED ON AUGUST 12, 2004 A CERTI FI CATE
OF DI SSOLUTION W TH THE SECRETARY OF STATE OF THE STATE OF DELAWARE TO FORMALLY
EXTI NGUI SH COVDI SCO HOLDI NG COVPANY, I NC.'S CORPORATE EXI STENCE W TH THE STATE
OF DELAWARE EXCEPT FOR THE PURPOSE OF COWPLETI NG THE W ND- DOAN CONTEMPLATED BY
THE PLAN.

Cener al



W nd- Down of Operations

Si nce energi ng from bankruptcy proceedi ngs on August 12, 2002, the Conpany
has, pursuant to the Plan, focused on the nonetization of its remaining assets.
Ther ef ore, 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
per f or mance.

The Conpany has reduced, and expects to continue to reduce, the size and
conplexity of its organizational and systenms infrastructure concurrently with
the nonetization of its assets.

On  August 12, 2004, Randolph |[|. Thornton's appointment as |Initia
Di sbursing Agent becane effective. As Initial Disbursing Agent, he assuned the
roles and responsibilities perforned by the former Board of Directors and
of ficers of the Conpany, including all nmeasures which are necessary to conplete
the administration of the reorganized debtors' Plan and Chapter 11 cases.

See "Risk Factors Relating to the Conpany--Uncertainties Relating to the
W nd-down of Operations."

Overvi ew

On July 16, 2001, Condisco, Inc. and 50 of its donestic subsidiaries
voluntarily filed for bankruptcy.

Condi sco Hol di ng Conmpany, Inc., as the successor conpany to Condisco, Inc.
energed from bankruptcy under a confirmed plan of reorganization that was
effective on August 12, 2002. |In accordance with the Plan, Comdisco Holding
becanme the successor to Condisco, Inc

Since the Conpany energed from Chapter 11 bankruptcy proceedi ngs on August
12, 2002, the Conpany's business activities have been limted 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 limted business purpose. Since energing from bankruptcy, the Conpany
has not engaged in any new leasing or financing activities, except for
previously existing custoner commitnments and the restructuring of existing
equi pnent | eases and | oans to maxim ze the value of the Conpany's assets. See
"Ri sk Factors Relating to the Conpany--Uncertainties Relating to the Bankruptcy
Plan and the Linmited Business Plan."

The Conpany's revenues are generated prinmarily by sales of equi pment from
inventory, off-lease sales, the sale of equity securities, interest income on
cash bal ances and, for the three nonths ended Decenber 31, 2004, one-tine events
such as its participation interest in certain Agere |ease paynents, the SIP
recovery and other settlenents. 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 limted business purpose, this
trend is expected to continue. The Conpany's expenses are prinmarily cost of
equi pnent sold, CDRs, and selling, general and adninistrative expense (including
| egal costs associated with the administration and/or [litigation of Disputed
Clainms). As a result of the w nd-down of operations, the Conpany expects
continued declines in total costs and expenses, subject to volatility in the
amount of expense associated with the liability for CDRs.
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Al'l funds generated fromthe Conpany's remai ning 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 Conmpany's Common Stock and to neke
distributions with respect to the CDRs in the manner and priorities set forth in
the Plan. Payments to CDR holders resulting fromrecent clains resolution were
$15 million in the three nonths ended Decenber 31, 2004.

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 Claims. The outcone and the timng of the resolution



of the remaining Disputed Clains will inpact both the timng and the anmpunt 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
C ains on the distributions.

The Conpany has naterial restrictions on its ability, and does not expect,
to nake significant investnents in new or 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 Conmpany wll have reduced all of its assets to cash, substantially or
conpletely resolved the Disputed Cains in the bankruptcy estate of Condisco
Inc. and nmade distributions of all available cash to holders of its Common Stock
and CDRs in the manner and priorities set forth in the Plan. At that point, the
Conmpany will cease operations and no further distributions will be made.

The Conpany's assets at Decenber 31, 2004 consist primarily of cash
recei vabl es 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 likely provide future cash flows
in excess of the current carrying value of these assets

Collections and recoveries: The Conpany has potential collections on
accounts that are in default and recoveries on accounts previously
witten off. A substantial nunmber of such recoveries involve prior
| essees or debtors now in bankruptcy and in whose respective case the
Conpany has filed and is pursuing a claimto nmaxim ze its recovery. It is
the Conpany's expectation that actual collections and recoveries will
exceed the approximately $1.0 nmillion receivable amunt reflected in the
Conpany's financial statenents as of Decenber 31, 2004 (see Note 4 of
Notes to Consolidated Financial Statenents). The anount and timnng of
such collections and recoveries, if any, are subject to the risk factors
discussed in "Risk Factors Relating to the Conpany--Uncertainties in
Col | ections and Recoveries."

Equity Securities: The Conpany carries its comon stock and preferred
stock investnments in public conpanies at fair nmarket value and in private
conpanies at the lower of cost or estimated fair nmarket value inits
financial statenents. Any warrants held by the Conpany in private
conpani es are carried at zero value (collectively, "Equity |nvestnents").
Any wite-downs in the carrying value of such Equity Investnents in
private conpanies are considered permanent for financial reporting

purposes. See "Critical Accounting Policies". It is the Conpany's
expectation that the ampbunt wultimately realized on Equity Investnents
will, in the aggregate, exceed the ambunt reflected in the financia

statements as of Decenber 31, 2004. The Conpany estimates that the
realizabl e value, net of fees and sharing with Wndspeed, at Decenber 31

2004 for its common stock, preferred stock and warrants in private
conpani es was approxi mately $22 million. The follow ng table summarizes
the changes in the value of the Conpany's equity securities since
Sept enber 30, 2004:

Public Private
Conpani es(1) Conpani es (2)

Sept enber 30, 2004 estinated

real i zabl e val ue $ 9 $ 20
Real i zed- - net of fees (3) -
Increase in unrealized estinmated val ue (3) 3 2

Decenber 31, 2004 estinated
real i zabl e val ue $ 9 $ 22

(1) Carrying value of public conpanies for financial statenents. See Note
5 of Notes to Consolidated Financial Statenents

(2) Carrying value of private conpanies for financial statements is cost,
or approximately $5 million

(3) Net of fees and sharing with W ndspeed.



The Conpany's estimate was nmade in consultation wth Wndspeed
Acqui sition Fund GP, LLC ("W ndspeed"), a professional managenment group
whi ch the Conpany engaged to nanage the Conpany's Equity Investnents on
an ongoi ng basis in February 2004. However, there is no assurance as to
the timng or the amunt the Conmpany wll ultimately realize on the
Equity Investnents. The Conpany's expectations are subject to the risk
factors discussed in "Risk Factors Relating to the Conpany--Current
Mar ket Conditions Have Made It Difficult and May Continue to Make It
Difficult for the Conpany to Tinely Realize on the Value of Its Varrant
and Equity Securities" and "Conpany Exposed to Asset Concentration Risk."
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Critical Accounting Policies

The Conpany's consolidated financial statenments are prepared in accordance
with accounting principles generally accepted in the United States of America.
The preparation of these financial statenments requires Condisco to use estinates
and assunptions that affect reported anounts of assets and liabilities, revenues
and expenses and disclosure of contingent assets and liabilities. These
estimates are subject to known and unknown risks, wuncertainties and other
factors that could materially inpact the amounts reported and disclosed in the
consol i dated financial statements

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 judgment
areas in the application of its accounting policies:

o CDRs and CDR Liability: The Plan entitles holders of Condisco
Holding's CDRs to share at increasing percentages in the proceeds
realized fromthe nonetization of the 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 methodol ogy for estimating the amount due to
CDR holders following the provisions of Statenent of Financial and
Accounting Standards No. 5, "Accounting For Contingencies" ("SFAS No
5"). Under SFAS No. 5, a liability nmust be booked that is probable and
reasonably estimabl e as of the bal ance sheet date

The anmount due to CDR holders is based on the anmount and timnng of
distributions nade to forner creditors of the Conmpany's predecessor

Condi sco, Inc., and is inpacted by both the value received fromthe
orderly sale or run-off of Condisco Hol ding's assets and the
resolution of Disputed Cains still pending in the bankruptcy estate

of Condi sco, |nc

The Conpany is not able to definitively estimate either the ultinmate
value to be received for the remaining assets or the final resolution
of the remaining Disputed Clainms. 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 remmining asset value, reduced for estimated operating
expenses and increased for the estimated fair market value of the
remai ning property held for sale.

In addition, the liability for CDRs is calculated assuming D sputed
Clainms are either: 1) allowed at the anpunt estimated for the Disputed
Claim or; 2) allowed at an approved anmount where a settlenent
agreenent or Bankruptcy court order exists ("Approved Cains"). Any
estimates exceeding the Approved C ains woul d be consi dered di sal | owed
for purposes of the COR liability. The anpbunts due to CDR hol ders will
be greater to the extent that Disputed Cdains are disallowed. The
di sal lomance of a Disputed Claimresults in a distribution fromthe
Disputed Cdains Reserve to previously allowed creditors that is
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entirely in excess of the m nimum percentage recovery threshold, above
which recoveries to general unsecured creditors are shared with CDR
hol ders. In contrast, the allowance of a Disputed Claimresults in a
distribution to a newWy allowed creditor that is only partially in
excess of the m ni num percentage recovery threshol d.

Estimated Disputed Cdains consisted of $289 nmillion as of Septenber
30, 2004. On Novenber 15, 2004, a distribution fromthe Disputed
Cains Reserve in connection with approximtely $85 nillion of
estimated Disputed Cains was nmade to creditors, which consisted of
approxi mat el y $30 mllion of «claims allowed and paid to new
claimholders and approximately $55 million of clainms disallowed
resulting in the associated funds being redistributed to all unsecured
creditors through a suppl enental distribution. After the distribution,
the remaining estimated Disputed Cains totaled approximtely $204
mllion.

Since the Novenber 15, 2004 distribution, $183 nillion of the $204
mllion remaining estimated D sputed Cdains have been allowed or
disallomed in full or in part by the Conpany either through a
settlement with certain parties, or the issuance of a Bankruptcy court
order, leaving only $21 million unresolved at the date of this filing

These $21 million in estimated Disputed Cainms have been considered
allowed for purposes of the COR liability. |If the $21 mllion is
ultimately ruled as disallowed, the CORIliability would increase by
approxi mately $8 million.

$62 million of the approxinately $183 nmillion of Approved Cains are
expected to be wultimately disallowed. A portion of the $62 million
estimated Disputed Clains are under appeal as of the date of this
filing. Any detrinental ruling to the Conpany under appeal nmay
materially reduce the COR liability as of Decenber 31, 2004 and could
negatively inpact future CDR distributions. |If the $62 nillion is
ultimately ruled as allowed, the CODR liability would be reduced by
-14-

approxi mately $25 million.

The remaining $121 million of the approximately $183 nillion relates
to the settlement between the Conpany and the bank group relating to
its unconditional guaranty on the Shared Investment Plan ("SIP"). On
Decenber 9, 2004, the Bankruptcy court approved this settlenent. Wile
the settlement resulted in an Allowed Caimof $133 nmillion, the SIP
Lenders agreed to receive a reduced cash anmount of approximately $123
mllion, which is net of an approximately $3 mllion off-set due
Condi sco. The SIP Lenders waived their rights to any consideration in
excess of the $123 nmillion cash paynment. On Decenber 22, 2004,
Condi sco paid the $123 nmillion cash paynent fromthe Disputed C ains
Reserve. On January 11, 2005, the $3 mllion off-set was paid to
Comdi sco in the formof 129, 788 shares of Commbn Stock at the Decenber
21, 2004 closing market value and an approxi mately $0.3 million cash
paynment. Both the shares and cash were released fromthe D sputed
Clainms Reserve. The equivalent claim anpunt relating to the cash
paynent and off-set was $121 million. The excess between the estimated
Di sputed Caimof $135 nillion and the equival ent clai manount of $121
milionis $14 mllion, which the Conpany expects to release fromthe
Di sputed Clains Reserve on its next Quarterly Distribution

In addition, on Novenber 10, 2004, the Bankruptcy court ordered the
Conpany not to distribute $10 million fromthe Di sputed C ai ns8 Reserve
pending the Bankruptcy court's ruling on Wlls Fargo's notion to
reinstate its claim On Novenber 17, 2004, the Bankruptcy court issued
an order that denied Wlls Fargo's motion to reinstate its claim
Wells Fargo has filed an appeal fromthis order, but the Bankruptcy
court's Novenber 10, 2004 Oder restricting a distribution has
expired. The Conpany anticipates releasing the $10 nmllion fromthe
Di sputed C ainms Reserve on its next Quarterly Distribution



These two itenms total $24 million in claimanmunt and were considered
as part of the $62 million of estimated Disputed Clainms ultimtely
di sall omed for purposes of the CDR liability. Any funds associated
with the $24 million in claim amunt will be released for the benefit
of all Cass G4 creditors. Wiuen and if released fromthe Disputed
Claims Reserve, current common shareholders not holding clains as
Class C-4 creditors will not receive any funds associated with the $24

mllion in claimanount.
o] Equity Investments |In Private Conpanies: Equity investments in
private conpanies consist primarily of snall investments in over two

hundred private conpani es that are non-quoted securities. The Conpany
carries its common stock and preferred stock investments in private
conpanies at the | ower of cost or estimated fair market value in the
financial statenents. MWarrants in non-public conpanies are carried at
zero value. The Conpany, in consultation w th Wndspeed, regularly
estimates the value of investnents in private conpanies and adjusts
carrying value when narket and custoner specific events and
circunstances indicate that such assets night be inpaired. A
wite-downs are considered per manent impai rnents for financia
reporting purposes. On February 23, 2004, the Conpany announced t hat
its subsidiary, Condisco, Inc., entered into agreenents (collectively,
the "Agreenents") wth Wndspeed for the ongoing managenent and
liquidation of Condisco Ventures, Inc.'s warrant and equity investnent
portfolio. The managenent agreenent includes substantially all of the
Conpany's warrant and equity investnent portfolio. As a result of the
Agreenents, the ongoi ng managenent of the Conpany's equity investnents
in private conpanies will be provided by Wndspeed. The carrying val ue
of the Conpany's equity investnents in private conpani es was
approxi mately $5 mllion at Decermber 31, 2004.

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
general ly accepted in the United States of Anmerica.

Recent Devel oprment s

On Decenber 30, 2004, a lawsuit styled as a class action, was filed by

David Coons in the United States District Court, Northern District of
California, against specific forner nmenbers of the Board of Directors of
Comdi sco, Inc. in which he seeks class action status on behalf of hinself and

certain other fornmer Condi sco enployees who participated in the SIP. The Conpany
has referred the conplaint to its insurance carriers. However, under the terns
and provisions of Condisco Inc.'s First Anmended Joint Plan of Reorganization
certain of the naned defendants nmay be entitled to indemification. |If the
insurance carriers do not provide for the defense of the conplaint, then the
Conpany nmay have to provide for the paynent of |egal fees and other expenses
related to defending some of the defendants under the i ndemi fi cati on
obligation
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Results of Operations

Certain reclassifications have been nade to the prior period financia
statenents to conform to the presentation used in the Decenber 31, 2004
consol i dated financial statenents

Three Months Ended Decenber 31, 2004 Conpared to the Three Mnths Ended
Decenber 31, 2003
Revenue

Changes in total revenue for the three nonths ended Decenber 31, 2004
conpared to the three nonths ended Decenber 31, 2003 were as foll ows:



<t abl e>

<caption>

Three nont hs ended

Decenber 31, Per cent
------------ I ncrease
2004 2003 (Decr ease)

<S> <C <C <C
Leasi ng $ - $ 9 (100%
Sal es 2 21 (90%
Agere | ease participation paynent 2 7 (71%
SIP recovery fromparticipants 5 - 100%
Sal e of properties - 2 (100%
O her:
Sal e of equity hol dings 3 1 200%
I nterest incone 1 1 - %

Recei pt of pre-bankruptcy receivable
set-of f by cl ai mant agai nst anounts

due 3 - 100% Bankruptcy court approved as
part of SIP Guaranty settlenent.
Technol ogy services - 1 (100% Servi ces busi ness had no
custoners after Decenber 31, 2003
Q her 1 4 (75%
Total other revenue 8 7 14%
$ 17 $ 46 (63%
</t abl e>
In February 1998, pursuant to Condisco, Inc.'s Shared Investrment Plan
("SIP"), senior managers of Condisco, Inc. (the "SIP participants") took out
full recourse, personal loans (the "SIP Loans") to purchase approximately siXx
mllion shares of Condisco, Inc.'s comobn stock. In connection therewith
Condi sco, Inc. executed a guaranty dated February 2, 1998 (the "GQuaranty")
providing a guaranty of the loans in the event of default the SIP

Expl anati on of Change

<G

The conpany's renmini ng revenue
generating | eased assets are
nom nal

Asset sales prior to

Sept enber 30, 2004 results in
little renmaining equi pment to
be sol d.

Last paynment received in
Novenber 2004.

Col l ection on notes assigned to
the Conpany. See discussion
bel ow.

Day care facility remains unsold
as of Decenber 31, 2004 (only
remai ni ng property).

Primary remaini ng revenue
generating asset. Managed by
W ndspeed. See "Overview' for
addi tional information.

Interest earned on cash bal ances.

participants to the I enders under the SIP (the "SIP Lenders"). On Novenber 29,

2001, the SIP Lenders filed a master proof of claimin the Condisco

Bankruptcy in the amount of $133 nillion ("SIP Guaranty daint).

I nc.

On Decenber 22, 2004, Condisco settled the Guaranty on the SIP Loans. As
part of the settlenment, the individual notes signed by the SIP participants were
assigned to either the Conpany or the |litigation trust. The notes assigned to
the Conpany relate to individual SIP participants who settled with the Conpany



prior to the settlenent wth the SIP Lenders. During the three nonths ended
Decenber 31, 2004, Condisco recorded approximately $5 million of SIP recovery
revenue consisting primarily of restricted cash currently held by the Conpany
and $1 mllion of receivable for the balance of the notes assigned to the
Conpany. Condisco expects the restricted cash to be released to the Conpany in
the second quarter of fiscal 2005
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Al remaining notes were assigned to the |litigation trust and are
consi dered "Trust Assets"” as defined in the Plan. Under the terns and conditions
of the Trust Agreenent, any funds received on Trust Assets wll not be

distributed to the Conpany. Rather, Trust Assets will be distributed to al
Class C-4 Creditors as required by the Plan. Thus, common shareholders will not
benefit fromany proceeds received on the notes assigned to the litigation
trust. In fact, shareholders nay be negatively inpacted because any paynents
distributed to Cass C4 Creditors fromthe trust will require an associated
payrment due the CDR s from t he Conpany.

Costs and Expenses

Changes in total costs and expenses for the three nonths ended Decenber 31
2004 conpared to the three nonths ended Decenber 31, 2003 were as foll ows:

<t abl e>
<caption>
Three nont hs ended
Decenber 31, Per cent
------------ I ncrease
2004 2003 (Decr ease) Expl anati on of Change
<S> <C <C <C <C
Leasi ng $ - $ 5 (100% The conpany's remnaini ng revenue
generating | eased assets are
nomni nal
Sal es 1 17 (94% Asset sales prior to
Sept enber 30, 2004 results in
little remaining equi pment to
be sold
Sel l'ing, general and adninistrative 6 6 -% First quarter fiscal 2004 selling
general and admi nistrative costs
were $10 mllion, including
approxi mately $4 mllion included
in discontinued operations.
No selling, general and
admi ni strati ve expenses are
i ncluded in discontinued
operations in fiscal 2005
Contingent distribution rights 3 - 100% See "Critical Accounting Policies."
Bad debt expense (2) (5) (60% Fi scal 2005 represents primarily
coll ections and recoveri es.
$ 8 $ 23 (65%
</tabl e>

| ncone Taxes

The Conpany recorded an incone tax benefit of approximately $3 mllion for
the three nmonths ended Decenber 31, 2003 as a result of the wutilization of the
Conpany's deferred tax assets.

Net Earnings (Loss) from Continuing Operations



Net earnings from continuing operations were $9 mllion for the three
nmonths ended Decenber 31, 2004, or $2.20 per share-diluted, conpared to net
earnings from continuing operations of $26 mllion for the three nonths ended
Decenber 31, 2003, or $6.16 per share-dil uted.

Di sconti nued Operations

Net earnings fromdi scontinued operations were nomnal for the three nonths
ended Decenber 31, 2004 conpared to a net |oss from discontinued operations of
$12 million, or $2.87 per share-diluted, for the three nonths ended Decenber 31
2003.

0 US Leasing operations: On Septenmber 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 information technol ogy
| easing business to Bay4 Capital Partners, |Inc. Revenue and expenses were

nom nal for the three nonths ended Decenber 31, 2004. Revenue was $7 million
during the three nonths ended Decenber 31, 2003. Costs and expenses for US
Leasing were $14 nmillion during the three nonths ended Decenber 31, 2003. The
net loss for US Leasing was $7 million for the three nonths ended Decenber 31
2003.

0 Gernman Leasing Subsidiary: On April 30, 2003, the Conmpany announced t hat
it had conpleted the sale of the stock of its German Leasing Subsidiary to
Muni ch- based Conprendium Investnment (Deutschland) GrbH, which is owned by
Conprendi um Investment SA a Swiss corporation. Revenue and expenses were
nom nal for the three nonths ended Decenber 31, 2004. During the three nonths
ended Decenber 31, 2003, the Conpany recorded a $6 million charge against the
note recei vabl e bal ance due fromthe sale. Net |oss was $6 mllion for the three
nmont hs ended Decenber 31, 2003
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o International Leasing: On Cctober 18, 2002, the Conpany announced that it
had sold to Conprendium Finance S.A., Conputer Discount GrbH and the Conpany's
French | easing subsidiaries, Condisco France SA and Pronpdata SNC. The Conpany
sold substantially all of its informati on technol ogy assets in Australia and New
Zealand to Allco pursuant to a sale approved by the Bankruptcy court on Apri
18, 2002. Revenue and expenses were nominal for the three nonths ended Decenber
31, 2004. During the three nonths ended Decenber 31, 2003, revenues were $1
mllion. The revenues related to forei gn exchange gai ns and were noncash.

Net Earni ngs (Loss)

Net earnings were $9 million, or $2.24 per share-diluted, for the three
nont hs ended Decenber 31, 2004 conpared to net earnings of $14 million, or $3.29
per share-diluted, for the three nonths ended Decenber 31, 2003

O f - Bal ance Sheet Arrangenents

The Conpany does not nmintain any off-balance sheet arrangenent s
transactions, obligations or other relationships with unconsolidated entities
that could be expected to have a material ~current or future effect upon the
Conpany's financial condition or results of operations.

Liquidity and Capital Resources

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

of its assets to neet its liquidity needs. Al funds generated fromthe
Conpany's renmining 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 Conmpany's Common Stock and to make distributions wth
respect to the CDRs in the nmanner 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 Decenber 31, 2004, the Conpany had wunrestricted cash and cash
equi valents of approximately $145 nmillion, a decrease of approximately $12
mllion conpared to Septenber 30, 2004. Net cash used by operating activities



for the three nmonths ended Decenber 31, 2004 was $9 million. The primary use of
cash in the three nonths ended Decenber 31, 2004 was a paynent to CDR hol ders.

The Conpany's operating activities during the three nonths ended Decenber
31, 2004 were funded by cash on hand and by cash flows from operations. During
the three nmonths ended Decenber 31, 2004, the Conpany received approximtely $2
mllionin the final payment wth respect to the participation interest in
certain Agere |lease paynents, approximately $2 million from Wndspeed as a
result of the sale of equity securities and approximately $2 nmllion from
recoveries on accounts that had been previously witten off. The Conpany's cash
expenditures are primarily operating expenses (principally professional services
and conpensation), dividends and payrments to CDR hol ders.

The Conpany's current and future liquidity depends on cash on hand, cash
provi ded by operating activities and asset sales. The Conpany expects its cash
on hand and cash flow fromoperations to be sufficient to fund operations and to
meet its obligations (including its obligation to nake paynments to CDR hol ders)
under the Plan for the foreseeable future.

See "Risk Factors Relating to the Conpany--The Conpany's Liquidity is
Dependent on a Nunmber of Factors."

Di vi dends

There were no dividend distributions to stockholders in the three nonths
ended Decenber 31, 2004. Consistent wth past practices, Condisco intends to
treat any future dividend distribution for federal income tax purposes as part
of a series of liquidating distributions in conplete |iquidation of the Conpany.

See "Risk Factors Relating to the Conpany--The Paynent of Dividends and
Distributions and Limted Public Market for Common Stock."

Contingent Distribution R ghts

For financial reporting purposes, the Conpany records CDRs as a liability
and as an operating expense although the CDRs trade over-the-counter.

On Decenber 10, 2004, the Conpany distributed a cash paynent of $.09820 per
contingent distribution right (an aggregate distribution of approximtely $15
mllion) to CDR hol ders of record on Novenber 30, 2004.

Gross cash distributions (including the redenption of its Senior Notes and
Subordi nated Notes and dividends to date) related to general unsecured clains
totaled $3.986 billion through Novenber 15, 2004. The distributions funded
clains allowed on the initial distribution date and the Disputed C ai ns Reserve
where cash and Conmon Stock are being hel d pending the outcone of the remaining
Disputed Clains. A portion of the original Disputed dainms have been all owed
subsequent to the initial distribution date.
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Pursuant to the Rights Agent Agreenent that established the terns of the
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 R ghts Agent Agreenent) nmade to certain forner
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 nmade to the date of the Conpany's
energence from bankruptcy on August 12, 2002. The gross distributions through
Novenber 15, 2004 of approximately $3.685 billion nede to initially allowed
claimhol ders equates to a present value of $3.535 billion. The associated
percent age recovery was approxi mately 97 percent as of Novenber 15, 2004.

See Critical Accounting Policies for a further discussion of CDRs and the
nmet hodol ogy for estimating the CDR liability and the potential inpact of the
resolution of Disputed Clains on liquidity. See "Risk Factors Relating to the
Conpany--The Paynent of Dividends and Distributions, Inpact of Disallowance of
Disputed Clains on the Conpany's bligation To Make Paynents in Respect of
Contingent Distribution Rights, Inpact of Reconsideration and/or Allowance of



Newy Filed Cdains, Late Filed Cdainms or Previously Disallowed dains and
Limted Public Market for Contingent Distribution Rights.”

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 uncertainties not presently known to it or that it currently deens

i mmateri al also may inpair the Conpany's busi ness operations and the
impl enentation of the Plan. If any of the followi ng risks actually occurs, the
Conpany' s busi ness, financi al condi tion, operating results and the

i mpl enentation of the Plan could be materially adversely affected.

Uncertainties Relating to the Bankruptcy Plan and the Linmited Business

Pl an
The Conpany has incurred and will ~continue to incur significant costs
associated with the admnistration of the estate of Condisco, Inc. and in

conpleting the w nd-down of operations. The anpunt of these costs, which are
bei ng expensed as incurred, are expected to have a significant adverse affect on
the results of operations and on the Conpany's cash position.

The Conpany's post-bankruptcy business planis linmted 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 frane for the run-off, general business and econonic
conditions, and other matters, nany of which are beyond the control of the
Conpany and sonme of which nmay not materialize. As a result, the Conpany's
ability to effectively conplete this business plan is inherently wuncertain. In
addition, unanticipated events and circunstances occurring subsequent to the
date of this Report may affect the actual financial results of the Conpany's
operati ons.

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 Company's continuing w nd-down of operations and inplenmentation
of the Order entered by the Bankruptcy court on April 15, 2004 is dependent on

nunerous factors, including the timng and amount of cash received fromthe
nmoneti zation of its assets, the resolution of the renaining Disputed dains, the
ability of the Disbursing Agent to fulfill the positions of the previous Board

of Directors and executive officers and the ability of the Conpany to
effectively consolidate its managenent structure and nmaintain its operations
with limted personnel

Uncertainties in Collections and Recoveries

The Conpany believes that its collections on leases in default and
recoveries on accounts previously witten off will provide future cash flows.
The anmount and timng of such collections and recoveries are dependent upon nany
factors including: the ability of the Conpany to recover and |iquidate any of
its collateral, any offsets or counterclainms that nay 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. Sone of these factors are beyond the contro
of the Conpany.

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

The Conpany's liquidity generally depends on cash on hand and cash provi ded
by operating activities. The Conpany's cash flow fromoperating activities is
dependent on a nunber of variables, including, but not Ilimted to, market
conditions for the sale of equity securities, global economic and politica
conditions, control of operating costs and expenses and the ability of the
Conpany to di spose or otherw se convert to cash its renmmining assets.
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The Paynment of Dividends and Distributions

Al funds generated fromthe Conmpany's renmmining 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 Common 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 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 tinme. The
Conpany has naterial restrictions on its ability, and does not expect or intend,
to nmake any significant investnents in new or additional assets. Accordingly,
the amount of funds potentially available to pay dividends on the Conpany's
Common  Stock and to rmeke distributions with respect to the Contingent
Distribution Rights is limted to the funds (in excess of the Conpany's
liabilities) that may be generated fromthe renmi ning asset portfolios.

I npact of Disallowance of Disputed Cains on the Conpany's Obligation
To Make Paynments 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 made from
the Conpany's available cash-on-hand and not from funds released fromthe
Di sputed dains Reserve. The Conpany expects to mmintain cash reserves
sufficient to make any required paynments on the CDRs. The Conpany's success in
reducing the Disputed dains Reserve through disallowance of D sputed C ains
coul d have a significant negative inpact on the cash available to be distributed
to comon sharehol ders.

| npact of Reconsideration and/or Allowance of Newy Filed Cains, Late
Filed Clainms or Previously Disallowed O ains

The reconsideration and/or allowance by the Bankruptcy court of newy filed
claims, late filed clains, or previously disallowed clains, in full or in part,
may negatively inpact future distributions.

Current Market Conditions Have Made It Difficult and May Continue to
Make it Difficult for the Conmpany To Tinely Realize on the Value of its Warrant
and Equity Securities (collectively, "Equity Securities")

Current nmarket conditions have adversely affected, and may continue to
adversely affect, the opportunities for the acqui si tion/ nerger of the
Internet-related, comunications and other high technol ogy and energi ng growh
conpanies that make up the substantial mgjority of the Conpany's Equity
Securities. Additionally, the public narket 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 initia
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 Conpany, may not be able to generate gains or receive proceeds fromthe sale
of Equity Securities and the Conpany's business and financial results may
suffer. Additionally, |liquidation preferences nmay 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 nay continue to have, an
adverse inpact on the value of the Conpany's Equity Securities. For those Equity
Securities without 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 statenments

The estimated fair market value of the Conpany's -equity securities was
determined in consultation wth Wndspeed based on a variety of factors
including, but not limted to, quoted trading levels for publicly-traded
securities, industry and conpany nultiples, industry acceptance in the market



place, liquidity discounts due to |ock ups, estimated revenue, and custoner,
product and market share growth 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 will be able to realize the estimated fair market value. Furthernore,
the current estimated fair market value is subject to significant concentration
risk, as 73 percent of the estinmated fair market value of the entire portfolio
is concentrated in ten individual conpanies and approxi mately 31 percent of the
estimated amount is in two conpanies.

Conpany Exposed to Asset Concentration Risk

The Conpany's assets are concentrated in certain obligors and asset
managers. A subsidiary of VarTec TelecomlInc. ("VarTec") owes the Conpany $2.7
mllion in paynments through Decenmber 2005. VarTec filed for Chapter 11
bankruptcy protection in Novenber 2004. |In addition, the ongoing managenment and
l'iquidation of the Conpany's warrant and equity investment portfolio, with a net
book value of approximately $14 million at Decenber 31, 2004, is handled by
W ndspeed Acquisition Fund GP, LLC
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| 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 Conpany's net foreign assets.

Limted Public Market for Common Stock

There is currently a linmted public market for the Conpany's Comon St ock.
Hol ders of the Conpany's Common Stock may, therefore, have difficulty selling
their Conmon Stock, should they decide to do so. In addition, there can be no
assurances that such markets wll continue or that any shares of Common Stock
whi ch may be purchased nmay be sold without incurring a loss. Any such market
price of the Comon Stock 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 may not be indicative of the market
price for the Coomobn Stock in the future. Further, the mnmarket price of the
Common Stock may be volatile depending on a nunmber of factors, including the
status of the Conpany's business perfornmance, its limted business purpose,
i ndustry dynami cs, news announcenents or changes in general econonic conditions.

Limted Public Market for Contingent Distribution Rights

There is currently a linmted public market for the Company's Contingent
Distribution Rights. Holders of the Conpany's Contingent Distribution Rights
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 nay be
purchased may be sold w thout 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 may not be indicative of the market
price for the Contingent Distribution Rights in the future. Further, the narket
price of the Contingent Distribution R ghts may be volatile depending on a
nunber of factors, including the status of the Company's business perfornance,
i ndustry dynami cs, news announcenents or changes in general econonic conditions.
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| TEM 3. QUANTI TATI VE AND QUALI TATI VE DI SCLOSURES ABOUT MARKET RI SK

Interest Rate Ri sk and Market Risk

Presently, the Conpany invests its cash and cash equivalents in noney
mar ket and other interest bearing accounts. Such cash and cash equival ents are



essentially the only floating rate assets held by the Conpany. The remaining
assets of the Conpany are fixed rate or non-interest bearing and are, therefore,
subject to a decrease in value if nmarket rates increase. Currently, the Conmpany
does not wuse derivative financial instruments to hedge this risk as the
Conpany' s business purpose is to nonetize all renmmining assets.

At Decenber 31, 2004, the Conpany held securities of four publicly-traded
conpanies: Blue Nile, Inc., Cytokinetics, Inc., Theravance, Inc., and Volterra
Semi conductor Corporation. Each of these holdings are subject to |ock-up
periods, which restrict the Conpany's ability to sell in the near term The
Conpany's practice is to wrk in conjunction with Wndspeed to sell its
mar ket abl e equity securities upon the expiration of the |ock-up period utilizing
various timng strategies which seek to nmaxinize the return to the Conpany.

The Conmpany has equity investnents in private conpanies consi sting
primarily of small investments in private conpanies that are all non-quoted
securities. Comon stock and preferred stock investnents are carried at the
lower of cost or estimated fair market value in the Conpany's financia
statenents. Warrants in non-public conpanies are carried at zero value. These
investnents are subject to significant volatility and are difficult to val ue.

For ei gn Exchange Ri sk

The Conpany's busi ness purpose is limted to the orderly sale or run-off of
all of its remaining assets, including assets denonminated in foreign currencies
Accordi ngly, the Conpany is exposed to the risk of future currency exchange rate
fluctuations, which is accounted for as an adjustnment to stockholders' equity
until realized. Therefore, changes fromreporting period to reporting period in
the exchange rates between various foreign currencies and the U S. Dollar have
had and will continue to have an inpact on the accurmul ated other conprehensive
| oss component of stockhol ders' equity reported by the conpany, and such effect
may be material in any individual reporting period. In addition, exchange rate
fluctuation wll have an inpact on the US dollar value realized fromthe
repatriation of the proceeds fromthe sale or run-off of assets denom nated in
forei gn currencies.

Item 4. Controls and Procedures
Eval uation of Disclosure Controls and Procedures

Randol ph I. Thornton, the sole officer of the Conpany, has evaluated the
ef fecti veness of the Conpany's disclosure controls and procedures (as such term
is defined in Rules 13a-15(e) and 15d-15(e) under the Exchange Act) as of the
end of the period covered by this report. Based on such evaluation, the
Conpany's sole officer has concluded that, as of the end of such period, the
Conpany's disclosure controls and procedures are effective in recording
processing, sunmmarizing and reporting, on a tinmely basis, information required
to be disclosed by the Conpany in the reports that it files or subnmits under the
Exchange Act.

Change in Internal Controls

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 first fiscal quarter that have materially
affected, or are reasonably likely to materially affect, the Conpany's interna
control over financial reporting
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PART |1. OTHER | NFORMATI ON
| TEM 1. LEGAL PROCEEDI NGS

See "Managenent's Discussion and Analysis of Financial Condition and
Results of Operations--Recent Events" for a discussion of a |lawsuit styled as a
class action filed against former nenbers of the Board of Directors of Condisco
I nc.



| TEM 2. UNREG STERED SALES OF EQUI TY SECURI TI ES AND USE OF PROCEEDS
Recent Sal es of Unregistered Securities

None.

Repur chases of Common St ock

The Conpany does not regularly repurchase shares nor does the Conpany have
a share repurchase pl an.

In Novenber 2004, in connection wth the settlement of the Ventures
conpensation dispute, the Conpany received fromthe Disputed Cainms Reserve
31,681 shares of Common Stock which were placed in treasury stock.

In December 2004, in connection wth the settlement of the SIP Quaranty
Claim the Conpany received fromthe D sputed Cains Reserve 129, 788 shares of
Common St ock which were placed in treasury stock. The shares were in partial
payment of a pre-bankruptcy receivable of Condisco set-off by the clainmant
agai nst amounts due to the claimant under the SIP Guaranty.

| TEM 3. DEFAULTS UPON SENI OR SECURI Tl ES
None
| TEM 4. SUBM SSI ON OF MATTERS TO A VOTE OF SECURI TY HOLDERS
None
| TEM 5. OTHER | NFORMATI ON
None
| TEM 6. EXH BI TS
{a} Exhibits
Exhi bit No. Description of Exhibit
3.1 Certificate of |Incorporation of Registrant dated August 8,

2002 and as Anended August 12, 2004 (Incorporated by reference
to Exhibit 3.1 filed with the Conpany's Annual Report of Form
10-K dated Septenber 30, 2004, as filed with the Conm ssion on
Decenber 14, 2004, File No. 0-49968).

3.2 By- Laws of Regi strant, adopt ed as of August 9, 2002
(I'ncorporated by reference to Exhibit 3.2 filed with the
Conpany's Annual Report of Form 10-K dated Septenber 30, 2002,
as filed with the Conmission on January 14, 2003, File No.

0- 49968)

11.1 Statenent re conputation of per share earnings (filed
herew t h).

31.1 Certification of Chief Executive Oficer and Principal
Fi nanci al Oficer, Pursuant to Rule 13a-14(a) and Rule

15d- 14(a) of the Exchange Act, as Adopted Pursuant to Section
302 of the Sarbanes-Oxley Act of 2002 (Filed herewth).

32.1 Certification of the Chief Executive Oficer and Principal
Financial Oficer Pursuant to 18 U S.C. Section 1350, as
Adopt ed Pursuant to Section 906 of the Sarbanes-Oxley Act of
2002 (Furni shed herewith).
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SI GNATURES

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

registrant has duly caused this report

under si gned thereunto duly authori zed.

Dat ed: February 3, 2005
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to be signed on its behalf by the

COVDI SCO HOLDI NG COMPANY, | NC.

By: /s/ Randol ph |I. Thornton
Nane: Randol ph 1. Thornton
Title: Chief Executive Oficer and
Presi dent
(Principal Executive Oficer)
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