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Registration No. 333-140030

and 333-140465
20,000,000 Ordinary Shares

Cellcom Israel Ltd.
Ordinary Shares

        This is an initial public offering of ordinary shares of Cellcom Israel Ltd.
      The selling shareholders identified in this prospectus are offering 20,000,000 ordinary shares to be sold in the
offering. We will not receive any of the proceeds from the offering.
      Prior to this offering, there has been no public market for the ordinary shares. The initial public offering price per
ordinary share is $20.00. We have been authorized to list our ordinary shares on the New York Stock Exchange under
the symbol �CEL.�

 See �Risk Factors� on page 10 to read about factors you should consider before buying the ordinary shares.

 Neither the Securities and Exchange Commission nor any other regulatory body, including any state
securities regulators, has approved or disapproved of these securities or passed upon the accuracy or adequacy
of this prospectus. Any representation to the contrary is a criminal offense.

Per Share Total

Initial public offering price $ 20.00 $ 400,000,000
Underwriting discounts and commissions $ 1.30 $ 26,000,000
Proceeds, before expenses, to the selling shareholders $ 18.70 $ 374,000,000

      To the extent that the underwriters sell more than 20,000,000 ordinary shares, the underwriters have the option to
purchase up to an additional 3,000,000 ordinary shares from the selling shareholders at the initial public offering price
less the underwriting discount.

      The underwriters expect to deliver the shares against payment in New York, New York on February 9, 2007.
Bookrunners

Goldman, Sachs & Co. Citigroup Deutsche Bank Securities

Joint-Lead Manager
Merrill Lynch & Co.

Co-Managers
Jefferies & Company William Blair & Company

February 5, 2007
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      In this prospectus, �Cellcom,� the �Company,� �we,� �us� and �our� refer to Cellcom Israel Ltd. and its subsidiaries. The
terms �NIS� refers to new Israeli shekel, and �dollar,� �USD� or �$� refers to U.S. dollars.
      You should rely only on the information contained in this prospectus and in any free writing prospectus which we
file with the Securities and Exchange Commission. We have not authorized anyone to provide you with information
different from that contained in this prospectus or such free writing prospectus. The selling shareholders are offering
to sell, and seeking offers to buy, ordinary shares only in jurisdictions where offers and sales are permitted. The
information contained in this prospectus is accurate only as of the date of this prospectus, regardless of the time of
delivery of this prospectus or of any sale of the ordinary shares.
      Until March 2, 2007, all dealers that effect transactions in these securities, whether or not participating in this
offering, may be required to deliver a prospectus. This is in addition to the dealers� obligation to deliver a prospectus
when acting as underwriters and with respect to their unsold allotments or subscriptions.
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PRESENTATION OF FINANCIAL INFORMATION
      We prepare our consolidated financial statements in accordance with accounting principles generally accepted in
Israel, or Israeli GAAP, and, unless otherwise indicated, all financial data and discussions related to such data are
based upon financial statements prepared in accordance with Israeli GAAP. The principal differences between the
accounting principles applied by us under Israeli GAAP and generally accepted accounting principles in the United
States, or U.S. GAAP, are discussed in note 28 to our consolidated annual financial statements included elsewhere in
this prospectus.
      Unless we indicate otherwise, U.S. dollar translations of the NIS amounts presented in this prospectus are
translated using the rate of NIS 4.302 to $1.00, the representative rate of exchange as of September 30, 2006 as
published by the Bank of Israel.

TRADEMARKS
      We have proprietary rights to trademarks used in this prospectus which are important to our business. We have
omitted the �®� and �tm� designations for certain trademarks, but nonetheless reserve all rights to them. Each trademark,
trade name or service mark of any other company appearing in this prospectus belongs to its respective holder.

INDUSTRY AND MARKET DATA
      This prospectus contains information about our market share, market position and industry data. Unless otherwise
indicated, this statistical and other market information is based on statistics prepared by the Ministry of
Communications of Israel, the Ministry of Finance of Israel, the Central Bureau of Statistics of Israel, the
Organization for Economic Cooperation and Development, or OECD, and Pyramid Research.
      Industry publications generally state that the information they contain has been obtained from sources believed to
be reliable, but the accuracy and completeness of such information is not guaranteed. We have not independently
verified the accuracy of market data and industry forecasts contained in this prospectus that were taken or derived
from these industry publications.

ii
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PROSPECTUS SUMMARY
 This summary highlights information contained elsewhere in this prospectus. This summary may not contain all of

the information that you should consider before deciding to invest in our ordinary shares. You should read this entire
prospectus carefully, including the �Risk Factors� section and the consolidated financial statements and the notes to
those statements.

CELLCOM
General
      We are the leading provider of cellular communications services in Israel in terms of number of subscribers,
revenues and EBITDA for the nine months ended September 30, 2006. Upon launch of our services in 1994, we
offered significantly lower prices for cellular communications services than the incumbent provider and transformed
the nature of cellular telephone usage in Israel, turning it into a mass market consumption item. We surpassed the
incumbent cellular operator and became the market leader in terms of number of subscribers in 1998 and, despite the
entry of two additional competitors, we have continued since then to have the highest number of subscribers. As of
September 30, 2006, we provided services to approximately 2.83 million subscribers in Israel with an estimated
market share of 34.4%. Our closest competitors had market shares of 31.9% and 28.7%, respectively. In the
nine-month period ended September 30, 2006, we generated revenues of NIS 4.2 billion ($974 million), EBITDA of
NIS 1.4 billion ($322 million), and operating income of NIS 762 million ($177 million). See note 3 to the �Summary
Consolidated Financial and Other Data� for a definition of EBITDA. We incurred significant debt in late 2005 and
early 2006, which has resulted in increased financial expenses for us. Our long-term debt at September 30, 2006 was
approximately NIS 3.3 billion ($767 million).
      We offer a broad range of cellular services through our cellular networks covering substantially all of the
populated territory of Israel. These services include basic and advanced cellular telephone services, text and
multimedia messaging services and advanced cellular content and data services. We also offer landline transmission
and data services to business customers and telecommunications operators and, since July 2006, we offer landline
telephony services to selected businesses.
Our History
      We hold one of the four general licenses to provide cellular telephone services in Israel. Our cellular license was
granted by the Ministry of Communications in 1994 and is valid until 2022.
      Our principal founding shareholders were Discount Investment Corporation Ltd., or DIC, a subsidiary of IDB
Holding Corporation Ltd., or IDB, which prior to September 2005 indirectly held approximately 25% of our share
capital, and BellSouth Corporation and the Safra brothers of Brazil, which together indirectly held approximately
69.5% of our share capital and voting rights in respect of an additional 5.5% of our share capital. IDB acquired the
stakes of BellSouth and the Safra brothers in September 2005 and, following the sale of minority stakes to four groups
of investors in 2006, IDB currently indirectly holds 78.5% of our share capital and voting rights in respect of an
additional 5.5% of our share capital.
      Following the acquisition by IDB in 2005, IDB put in place a new management team, including Ami Erel, the
Chairman of our Board of Directors, who had previously been President and CEO of Bezeq � The Israeli
Telecommunications Corporation Ltd., or Bezeq, the incumbent landline provider, Amos Shapira, our Chief Executive
Officer, who had been CEO of Kimberly-Clark�s Israeli subsidiary and El Al Airlines, and Tal Raz, our Chief
Financial Officer, one of the founders and formerly a director of Partner Communications Ltd., or Partner, one of our
principal

1
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competitors. Our new management team has already implemented a series of initiatives to drive revenues. In addition,
between September 2005 and September 2006, while increasing the number of positions in units that deal directly
with our customers (such as sales and service), which we call customer-facing positions, our new management
reduced our overall workforce by over 2%, primarily through the elimination of over 16% of positions in units that do
not deal directly with our customers, which we call non-customer facing positions. Contracts with our main suppliers
were also renegotiated to reduce costs. Our management structure has also been rationalized by providing
customer-facing executives with a direct reporting line to our CEO and through the merging of technology sub-units.
Following the implementation of these initiatives, our revenues and operating income increased by approximately 9%
and 24%, respectively, and our general and administrative expenses decreased by 5% in the first nine months of 2006
compared to the first nine months of 2005.
      Our new management also faces a number of challenges. We operate in a highly regulated and competitive
industry. Compliance with the provisions of our licenses and applicable laws and regulations governing our operation,
as well as our need to comply with possible future changes to our license and applicable legislation, limits our
freedom to conduct our business and can adversely affect our results of operations and financial condition. We may
face claims of being in violation of regulatory requirements, including as to the implementation of number portability.
We also face intense competition. Further, companies in our industry are exposed to a number of legal claims,
including class actions, and recent legislation has made it easier to assert class actions. See �Risk Factors.�
Competitive Strengths
      We believe that the following competitive strengths will enable us to maintain and enhance our position as the
leading provider of cellular communications services in Israel:

� Unique combination of leading market position and strong operational momentum. In the last year, we have
achieved market-leading subscriber and revenue growth while steadily strengthening our operating margins.

� Strong and distinctive own brand. Our established brand enjoys strong recognition in Israel. Since 2004, we have
made the enhancement of our image among consumers a top priority and have invested substantial resources to
position Cellcom as a local cellular company.

� Transmission infrastructure and landline services. We have an advanced fiber-optic transmission infrastructure
that consists of approximately 1,300 kilometers of inland fiber-optic cable, which, together with our
complementary microwave-based infrastructure, connects the majority of our cell sites and provides for
substantially all of our backhaul services. Our transmission infrastructure significantly reduces our operational
reliance on Bezeq, the incumbent landline operator in Israel, while also saving us substantial
infrastructure-leasing cash costs.

� Strategic relationship with a leading group of local and international shareholders. Our ultimate parent
company, IDB, is one of the largest business groups in Israel. We enjoy access, through our management services
agreement, to the senior management of the IDB group, who are some of the most experienced managers in
Israel. In 2006, our shareholder base was broadened as a result of IDB�s sale of minority stakes to a series of
highly regarded international and local financial investors, including affiliates of Goldman Sachs, Bank Leumi,
Migdal Group and the First International Bank of Israel.

� Strong management team. Since IDB acquired control of us in September 2005, we have put in place a team of
seasoned managers with significant experience and solid track records in previous managerial positions.

2
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� Strong cash flow generation. We have a proven track record of strong financial performance and profitability
with cash operating margins that have been higher than those of our principal competitors. This performance has
allowed us to distribute dividends to our shareholders.

      Notwithstanding our strengths, we face intense competition in our industry from competitors with strong market
shares, and our results of operations may be adversely affected by measures that we take to maintain our market share.
Business Strategy
      Our goal is to strengthen our position as the leading cellular provider in Israel. The principal elements of our
business strategy are:

� Maximize customer satisfaction, retention and growth. Our growth strategy is focused on retaining our
subscribers and expanding the selection of services and products we offer to our subscribers in order to enhance
customer satisfaction and increase average revenues per user, or ARPU. In addition to providing quality customer
service, we also strive to retain our subscribers and attract new subscribers by offering them advanced handsets,
handset upgrades, attractive calling plans and value-added services. In 2006, we introduced a �churn lab� that
identifies subscribers at high risk of churn and seeks to preemptively approach them with tailored solutions to
maintain their satisfaction with our services.

� Grow and develop our Internet, content and data services. The usage of cellular content and data services in
Israel is currently relatively low compared to western European countries and we believe that we have significant
growth potential in this field. We intend to continue to invest in the deployment of our high speed UMTS/
HSDPA network, which covered 80% of the populated territory of Israel at the end of 2006. We also plan to
expand our content and data services, products and capabilities through in-house expertise and strategic
relationships with leading cellular content providers.

� Grow roaming revenues. We have experienced steady growth in roaming revenues since 2003 and believe that
roaming presents an important source of future revenue and profit growth for us. We currently have GSM
roaming agreements with over 450 operators in 167 countries, of which 45 operators in 27 countries are also 3G
operators, and we aim to increase our number of relationships.

� Further develop and strengthen the Cellcom brand. External market surveys that we have commissioned indicate
that brand recognition has become an increasingly important factor in subscriber selection of, and loyalty to, a
cellular operator. Due to our extensive efforts in the past few years, we believe that we have established the
Cellcom brand as one of the most recognized and respected consumer brands in Israel. We plan to continually
enhance our brand through maintaining our high network quality, the provision of innovative products and
services, quality customer service and investments in advertising and promotional campaigns.

� Optimize our cost structure. We intend to continue our efforts to control costs so that we can improve
profitability while also improving the quality of our services. We intend to continue to focus on identifying
further opportunities to manage our costs without reducing the quality of our service.

� Capitalize on our existing infrastructure to selectively provide landline telephony services. Our 1,300 kilometer
inland fiber-optic network and our microwave infrastructure provide us with the ability to offer cost-efficient
landline telecommunications solutions. We hold a license to operate a landline service in Israel and, since July
2006, we offer our landline telephony service to selected businesses.

3
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      However, as we operate in a highly regulated industry, compliance with our licenses and applicable laws and
regulations may limit our freedom to conduct our business and implement our strategies, and may thereby adversely
affect our results of operations and financial condition.
Additional Information
      Our principal executive offices are located at 10 Hagavish Street, Netanya, Israel 42140 and our telephone number
is (972) 52-999-0052. Our website is www.cellcom.co.il. Information in or connected to our website is not part of this
prospectus.

4
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THE OFFERING
The offering 20,000,000 ordinary shares offered by the selling shareholders.

Ordinary shares to be
outstanding after this offering

97,500,000 ordinary shares

Over-allotment option The selling shareholders have granted the underwriters a 30-day option to purchase
up to 3,000,000 ordinary shares to cover over- allotments.

Use of proceeds We will not receive any proceeds from the offering.

Dividend policy Our Board of Directors has adopted a dividend policy to distribute each year at least
75% of our annual net income, subject to applicable law, our license and our
contractual obligations (which currently limit distribution of dividends) and
provided that such distribution would not be detrimental to our cash needs or to any
plans approved by our Board of Directors. Dividend payments are not guaranteed
and our Board of Directors may decide, in its absolute discretion, at any time and
for any reason, not to pay dividends. See �Dividend Policy.� We currently expect that
the quarterly dividend we will declare for the first quarter of 2007, which may be
funded out of a combination of net income, existing retained earnings and/or a
portion of the approximately NIS 280 million of retained earnings described under
�Operating and Financial Review and Prospects � Overview � New Israeli accounting
standard affecting measurement of fixed assets,� will be NIS 1.4 per share. Any
dividends must be declared by our Board of Directors, which will take into account
the factors set out above. The amount of dividends per share we will pay for the
first quarter does not necessarily reflect dividends that will be paid for future
quarterly periods, which can change at any time in accordance with the policy
described under �Dividend Policy.�

New York Stock Exchange
symbol

�CEL�

      Unless we specifically state otherwise, the information in this prospectus:
       � does not take into account the sale of up to 3,000,000 ordinary shares which the underwriters have the option to
purchase from the selling shareholders to cover over-allotments;
       � does not take into account the exercise of any options to purchase ordinary shares, approximately 2.4 million of
which are outstanding as of November 5, 2006 at an exercise price of $12.60 per share;
       � gives effect to a 10-for-1 share split and a distribution of approximately 84.5 ordinary shares to all shareholders
for each outstanding ordinary share, both of which were effected on October 12, 2006 in order to avoid the need to
issue fractional shares upon option exercise; and
       � assumes the amendment of our articles of association upon the completion of this offering.

5
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SUMMARY CONSOLIDATED FINANCIAL AND OTHER DATA
      You should read the following summary consolidated financial data in conjunction with the section of this
prospectus entitled �Operating and Financial Review and Prospects� and our consolidated financial statements and the
notes thereto included elsewhere in this prospectus.
      We prepare our consolidated financial statements in accordance with Israeli GAAP. The summary information
also includes certain items in accordance with U.S. GAAP. Israeli GAAP differs in certain significant respects from
U.S. GAAP. For a summary of the principal differences, see note 28 to our consolidated annual financial statements
included elsewhere in this prospectus.
      Pursuant to Israeli GAAP, until December 31, 2003, we prepared our financial statements on the basis of historical
cost adjusted for the changes in the general purchasing power of Israeli currency, the NIS, based upon changes in the
Israeli consumer price index, or Israeli CPI. Accordingly, among other things, non-monetary items (such as fixed
assets) were adjusted based on the changes in the Israeli CPI from the Israeli CPI published for the month in which the
transaction relating to the asset took place up to the Israeli CPI at the date of the balance sheet. Starting January 1,
2004, the adjustment of financial statements for the impact of the changes in the purchasing power of the Israeli
currency was discontinued. The adjusted amounts included in the financial statements as of December 31, 2003
constitute the starting point for the nominal financial report as of January 1, 2004. Any additions made from
January 1, 2004 are included at their nominal values.
      For your convenience, the following tables also contain U.S. dollar translations of the NIS amounts presented as of
September 30, 2006, translated using the rate of NIS 4.302 to $1.00, the representative rate of exchange on
September 30, 2006, as published by the Bank of Israel.

Year Ended December 31, Nine Months Ended September 30,

2003 2004 2005 2005 2006 2006 (In $)

(In NIS millions, except per share data)
Income Statement
Data:
Revenues 5,261 5,600 5,114 3,845 4,191 974
Cost of revenues 3,075 3,302 3,133 2,264 2,470 574

Gross profit 2,186 2,298 1,981 1,581 1,721 400
Selling and marketing
expenses 613 661 623 453 473 110
General and
administrative expenses 682 684 656 512 486 113

Operating income 891 953 702 616 762 177
Financial income
(expenses), net (216) (45) 24 13 (128) (30)
Other income
(expenses), net 1 1 (11) (10) (1) 0
Income tax 245 292 232 201 243 56

Net income 431 617 483 418 390 91

Basic and diluted net
income per share 4.42 6.33 4.95 4.29 4.00 0.93

97,500,000 97,500,000 97,500,000 97,500,000 97,500,000 97,500,000
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Weighted average
ordinary shares
outstanding
Dividends declared per
share(1) � � 34.87 � 4.41 1.03
U.S. GAAP Income
Statement Data(2):
Net income 441 620 491 460 374 87
Basic and diluted
earnings 4.52 6.36 5.04 4.72 3.84 0.89
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Year Ended December 31, Nine Months Ended September 30,

2003 2004 2005 2005 2006 2006 (In
$)

(In NIS millions, except per share data)
Other Data:
EBITDA(3) 1,890 1,914 1,643 1,320 1,429 332
Subscribers (end of period)(4) 2,300 2,450 2,603 2,554 2,828 �
Period churn rate(5) 27.3% 19.9% 15.0% 10.5% 12.4% �
ARPU (in NIS)(6) 162 174 151 154 152 35
Average monthly usage per
subscriber (in minutes of use, or
MOU)(7) 316 334 321 326 336 �

As of September 30, 2006

(In NIS millions)
Balance Sheet Data:
Cash 118
Working capital 180
Total assets 5,014
Shareholders� equity 184
U.S. GAAP Data(2):
Total assets 9,085
Shareholders� equity 4,018

(1) All dividends declared were paid in cash in the first nine months of 2006.

(2) Under U.S. GAAP, DIC�s acquisition of our shares in 2005 is treated as a purchase that requires a revaluation of
our assets and liabilities, leading to increased amortization expense of intangible assets, offset by decreased
depreciation expense of tangible assets under U.S. GAAP. In addition, we were required to push down certain DIC
debt and the interest expense relating to such debt incurred to finance the acquisition until it was repaid in early
2006, leading to increased financial expense under U.S. GAAP. See note 28 to our consolidated financial
statements. As a result of this accounting treatment, U.S. GAAP data presented for the year ended and as at
December 31, 2005 and for the nine months ended and as at September 30, 2006 are not comparable with the data
presented for the previous periods.

(3) EBITDA is a non-GAAP measure and is defined as income before financial income (expenses), net; other income
(expenses), net; income tax; depreciation and amortization. We present EBITDA as a supplemental performance
measure because we believe that it facilitates operating performance comparisons from period to period and
company to company by backing out potential differences caused by variations in capital structure (most
particularly affecting our interest expense given our recently incurred significant debt), tax positions (such as the
impact on periods or companies of changes in effective tax rates or net operating losses or, most recently, our
provision for tax expenses) and the age of, and depreciation expenses associated with, fixed assets (affecting
relative depreciation expense and, until December 31, 2003, the effects of adjusting for changes in the general
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purchasing power of the Israeli currency as discussed above). EBITDA should not be considered in isolation or as
a substitute for operating income or other statement of operations or cash flow data prepared in accordance with
GAAP as a measure of our profitability or liquidity. EBITDA does not take into account our debt service
requirements and other commitments, including capital expenditures, and, accordingly, is not necessarily
indicative of amounts that may be available for discretionary uses. In addition, EBITDA, as presented in this
prospectus, may not be comparable to similarly titled measures reported by other companies due to differences in
the way that these measures are calculated.
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     The following is a reconciliation of net income to EBITDA:

Nine Months
Year Ended Ended

December 31, September 30,

2003 2004 2005 2005 2006

(In NIS millions)
Net income 431 617 483 418 390
Financial expense (income), net 216 45 (24) (13) 128
Other expenses (income) (1) (1) 11 10 1
Income taxes 245 292 232 201 243
Depreciation and amortization 999 961 941 704 667

EBITDA 1,890 1,914 1,643 1,320 1,429

(4) Subscriber data refer to active subscribers. Until June 30, 2006, we had a three-month method of calculating our
subscriber base, which means that we deduct subscribers from our subscriber base after three months of no
revenue generation or activity on our network by or in relation to both the post-paid and pre-paid subscriber. We
now believe that waiting six months to deduct subscribers is preferable since many subscribers that were inactive
for three months become active again before the end of six months. As a result, commencing July 1, 2006, we
adopted a six-month method of calculating our subscriber base, but have not restated our prior subscriber data
presented in this table to reflect this change. The six-month method is, to the best of our knowledge, consistent
with the methodology used by other cellular providers in Israel. This change in methodology resulted in an
increase of our number of reported subscribers by approximately 80,000 compared to the prior methodology and
affected our other key performance indicators accordingly.

     We also revised our subscriber calculation methodology in 2003 and 2005 but in each case have not restated prior
subscriber data to conform to the new presentation. We estimate that the change in methodology in 2003 led to a
decrease in our reported subscriber numbers of approximately 300,000 and the change in methodology in 2005 led to
an increase in our reported subscriber numbers of approximately 84,000.
(5) Churn rate is defined as the total number of voluntary and involuntary permanent deactivations in a given period

expressed as a percentage of the number of subscribers at the beginning of the period. Involuntary permanent
deactivations relate to subscribers who have failed to pay their arrears for the period of six consecutive months.
Voluntary permanent deactivations relate to subscribers who terminated their use of our services.

(6) Average monthly revenue per subscriber (ARPU) is calculated by dividing revenues from cellular services for the
period by the average number of subscribers during the period and by dividing the result by the number of months
in the period. Revenues from inbound roaming services are included even though the number of subscribers in the
equation does not include the users of those roaming services. Inbound roaming services are included because
ARPU is meant to capture all service revenues generated by a cellular network, including roaming services.
Revenues from sales of extended warranties are included because they represent recurring revenues generated by
subscribers, but revenues from sales of handsets, repair services and transmission services are not. We, and
industry analysts, treat ARPU as a key performance indicator of a cellular operator because it is the closest
meaningful measure of the contribution to service revenues made by an average subscriber.

     We have set out below the calculation of ARPU for each of the periods presented:

Nine Months Ended
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Year Ended December 31, September 30,

2003 2004 2005 2005 2006 2006 (In $)

(In NIS millions, except number of subscribers and months)
Revenues 5,261 5,600 5,114 3,845 4,191 974

less revenues from
equipment sales 498 646 565 406 477 111
less other revenues* 22 21 38 26 43 10
adjustments to the Israeli
CPI** (62) � � � � �

Revenues used in ARPU
calculation (in NIS millions) 4,803 4,933 4,511 3,413 3,671 853
Average number of
subscribers 2,477,316 2,368,919 2,489,453 2,467,596 2,675,807 2,675,807
Months during period 12 12 12 9 9 9
ARPU (in NIS, per month) 162 174 151 154 152 35

  * Other revenues includes revenues from repair services and transmission services.

8
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** Pursuant to Israeli GAAP, until December 31, 2003, we prepared our financial statements on the basis of
historical cost adjusted for the changes in the general purchasing power of Israeli currency, the NIS, based upon
changes in the Israeli CPI. We reverse these adjustments in presenting ARPU.

     If the methodology of calculating our subscriber base had not changed in July 2006, ARPU for the nine months
ended September 30, 2006 would have been NIS 154, which is equal to ARPU for the corresponding period in 2005.
(7) Average monthly minutes of use per subscriber (MOU) is calculated by dividing the total billable minutes (of

outgoing and incoming calls from other networks, excluding roaming usage) during the month, by the average
number of subscribers during such month, and by dividing the sum of such results for all months in the reported
period by the number of months in the period. If the methodology of calculating our subscriber base had not
changed in July 2006, MOU for the nine months ended September 30, 2006 would have been 339 minutes, which
represents an increase of 4.0% compared with the corresponding period in 2005.

9
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RISK FACTORS
 You should carefully consider the following risks and all of the other information set forth in this prospectus

before deciding to invest in our ordinary shares. If any of the following risks actually occurs, our business, financial
condition or results of operations would be likely to suffer. In such case, the trading price of our ordinary shares
could decline, and you may lose all or part of your investment.
Risks Related to our Business

We operate in a heavily regulated industry, which can harm our results of operations.
      A substantial part of our operations is subject to the Israeli Communications Law, 1982, the Israeli Wireless
Telegraph Ordinance (New Version), 1972, the regulations promulgated thereunder and the license for the provision
of cellular services that we received from the Ministry of Communications in accordance with the Communications
Law. The interpretation and implementation of the provisions of our general license, as well as our other licenses, are
not certain and disagreements have arisen and may arise in the future between the Ministry of Communications and
us. The Communications Law and regulations thereunder grant the Ministry of Communications extensive regulatory
and supervisory authority with regard to our activities, as well as the authority to impose substantial sanctions in the
event of a breach of our licenses. In the event that we materially violate the terms of our licenses, the Ministry of
Communications has the authority to revoke them.
      Our general license is valid until February 2022. It may be extended for additional six-year periods upon our
request to the Ministry of Communications and confirmation from the Ministry of Communications that we have
complied with the provisions of our license and the applicable law, have continuously invested in the improvement of
our service and network and have demonstrated the ability to do so in the future. Our other licenses are also limited in
time. However, our licenses may not be extended when necessary, or, if extended, the extensions may be granted on
terms that are not favorable to us. In addition, the Ministry of Communications may modify our licenses without our
consent and in a manner that could limit our freedom to conduct our business.
      Further, our business and results of operations could be materially and adversely affected by new legislation and
decisions by our regulators that:

� reduce tariffs, including interconnect and roaming tariffs, limit our ability to vary charging units or otherwise
intervene in the pricing policies for our products and services;

� regulate the termination of predefined term agreements, including requiring us to disconnect subscribers once the
initial term expires;

� impose new safety or health-related requirements;

� impose additional restrictions on the construction and operation of cell sites;

� impose restrictions on the provision of content services;

� limit or otherwise intervene with the services or products that we may sell; or

� set higher service standards.
      See �Regulatory Matters � Our Principal License.�
      If we fail to compensate for lost revenues resulting from past or future legislative or regulatory changes with
alternative sources of income, our results of operations may be materially adversely affected.
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We may face claims of being in violation of the law and our license requiring the implementation of number
portability and the terms of our license governing the method of charging for SMS messages.

      As a result of an amendment to the Communications Law in March 2005, cellular and landline telephone operators
were required to implement number portability by September 1, 2006. Number portability would permit our
subscribers to change to another network operator without having to change their telephone numbers. Despite efforts
to introduce the requisite technology and coordinate the transition to number portability by September 1, 2006,
currently none of the cellular or landline operators has implemented number portability. We, Pelephone
Communications Ltd., or Pelephone, and Partner have filed a petition with the Israeli High Court of Justice for the
issuance of an order to the Government of Israel and the Ministry of Communications to show cause for their failure
to act immediately in order to initiate an amendment to the Communications Law postponing the deadline for the
implementation of number portability. If a reasonable extension to the deadline is not effected or other adequate relief
is not granted, we may be exposed to substantial sanctions and legal claims, including class actions by subscribers.
See �Business � Legal Proceedings � Purported class actions� for additional details on a purported class action filed
against us in that respect.
      In 2005, our license was amended to regulate charging for SMS messages sent outside our network, which, under
one interpretation of the amendment, may lead to claims of our not being in compliance with our license. To date, we
have fulfilled the license requirements, even under this potential interpretation, with respect to SMS messages sent to
subscribers of one other cellular operator. However, due to technological difficulties which we and our competitors
face and have not yet been resolved, we may face claims, if such interpretation of the amendment prevails, of not
having implemented the amendment with respect to SMS messages sent to subscribers of two other operators. We had
notified the Ministry of Communications of our technological inability to fully implement the amendment, if it is so
interpreted. The Ministry of Communications had proposed an amendment to our license to resolve this problem,
which we believe is unsatisfactory because it does not change the charging criteria but mainly proposes certain
customer notification requirements. Until such time as the cellular operators develop the necessary interfaces or our
license is amended, we may be exposed, if such an interpretation prevails, to substantial sanctions and legal claims.

We may not be able to obtain permits to construct and operate cell sites.
      We depend on our network of cell sites to maintain and enhance network coverage for our subscribers. In addition,
where necessary, we provide certain subscribers with bi-directional amplifiers, also known as �repeaters,� to remedy
weak signal reception in indoor locations. Some of these repeaters are located outdoors on rooftops. We also deploy
and operate microwave sites as part of our transmission network. The construction and operation of these various
facilities are highly regulated and require us to obtain various consents and permits. See �Regulatory Matters � Permits
for Cell Site Construction.�
      We have experienced difficulties in obtaining some of these consents and permits, particularly in obtaining
building permits for cell sites from local planning and building authorities. As of September 30, 2006, we operated
approximately 10.5% of our cell sites without building permits or applicable exemptions. Although, in relation to
approximately 6.5% of our cell sites we are in the process of seeking to obtain building permits or to modify them to
satisfy applicable exemptions, we may not be able to obtain all the necessary permits or make the necessary
modifications. Approximately 23% of our cell sites operate without building permits in reliance on an exemption from
the requirement to obtain a building permit, mainly for radio access devices. Our reliance upon the exemption for
radio access devices has been unsuccessfully challenged by local planning and building authorities in the courts.
However, such challenges, and other claims asserting that those cell sites do not meet other legal requirements
continue. In addition, we
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operate other cell sites in a manner that is not fully compatible with the building permits issued for these cell sites
which may, in some cases, constitute grounds for termination of their lease agreements or claims for breach of such
agreements. Our rooftop microwave sites and repeaters operate in reliance upon an exemption from the requirement to
obtain a building permit. Substantially all of our outdoor microwave sites are rooftops. It is unclear whether other
types of repeaters require a building permit. Our reliance on an exemption from the requirement to obtain building
permits for the microwave sites and repeaters has not, to date, been subject to judicial challenge. Operation of a cell
site or other facility without a building permit or not in accordance with other legal requirements may result in the
issuance of a demolition order for the cell site or other facility or the bringing of criminal charges against us and our
officers and directors. Certain of our cell sites have been subject to demolition orders. In addition, criminal charges
have been brought against us and our officers and directors in connection with cell sites that were alleged to have been
constructed without the required permits. Currently 27 cell sites are the subject of criminal proceedings; demolition
orders have been granted with respect to eight cell sites while the remaining 19 cell sites are the subject of further
litigation. Certain of our officers and directors are also named in a number of these criminal proceedings as
defendants. Should any of our officers or directors be found guilty of an offence, although this has not occurred to
date, they may face monetary penalties and a term of imprisonment. Our sites may be the subject of further demolition
orders and we or our officers and directors may face further criminal charges.
      Pursuant to the Israeli Non-Ionizing Radiation Law, 2006, which is effective, for the most part, as of January 1,
2007, the granting or renewal of an operating permit by the Ministry of Environmental Protection for a cell site or
other facility is subject to the receipt of a building permit or the facility being exempt from the requirement to obtain a
building permit. Should we fail to obtain building permits for our cell sites or other facilities, including in the event
that our reliance upon an exemption from the requirement to obtain building permits for these cell sites and other
facilities is found invalid, the Ministry of Environmental Protection will not grant or renew our operating permits for
those cell sites and other facilities. Operating a cell site or a facility without an operating permit could subject us and
our officers and directors to criminal, administrative and civil liability.
      The draft Non-Ionizing Radiation Regulations published by the Ministry of Environmental Protection in
November 2006 propose additional restrictions in relation to the operation of cell sites and other facilities. If these
restrictions are adopted in their current draft format, they will, among other things, limit our ability to construct new
sites and renew operating permits for a number of our existing sites, specifically in residential areas.
      If we are unable to obtain or renew building or other consents and permits for our existing sites or other facilities,
we will be required to demolish or relocate these cell sites and facilities. Our inability to relocate cell sites or other
facilities in a timely manner could adversely affect our existing network resulting in the loss of subscribers, prevent us
from meeting the network coverage and quality requirements contained in our license and adversely impact our
network build-out, all of which may have a material adverse result on our results of operations and financial condition.

We may be required to indemnify certain local planning and building committees in respect of claims against
them.

      Under the Israeli Planning and Building Law, 1965, by approving a building plan, local planning and building
committees may be held liable to compensate for depreciation of properties included in or neighboring the approved
plan.
      In January 2006, the law was amended to require an applicant, as a precondition to obtaining a cell site
construction permit from a planning and building committee, to provide a letter to the committee indemnifying it for
possible depreciation claims. To date, we have

12

Edgar Filing: Cellcom Israel Ltd. - Form 424B1

Table of Contents 20



Table of Contents

provided over 35 indemnification letters to local planning and building committees. Calls upon our indemnities may
have a material adverse effect on our financial condition and results of operations. Further, if we are required to make
substantial payments under the indemnity letters, it could trigger a default under our credit facility. We may also
decide to demolish or relocate existing cell sites to less favorable alternatives and to construct new cell sites in
alternative, less suitable locations or not at all, due to the obligation to provide indemnification. As a result, our
existing service may be impaired or the expansion of our network coverage could be limited.
      In addition, local planning and building committees have sought to join cellular operators, including us, as
defendants in depreciation claims made against them even though indemnification letters were not provided. We were
joined as defendants in a small number of cases. It is possible that the joining of cellular operators to similar claims
will continue despite the absence of an indemnification letter. This practice increases the risk that we may be exposed
to material liability as a result of depreciation claims.
      Finally, should the Israeli Planning and Building Law, 1965 be construed or amended to allow a longer period of
limitation for depreciation claims than the current limitation period of three years from approval of the building plan,
our potential exposure to depreciation claims would increase.

Alleged health risks relating to non-ionizing radiation generated from cell sites and cellular
telecommunications devices may harm our prospects.

      Handsets, accessories and various types of cell sites are known to be sources of non-ionizing radiation emissions.
While, to the best of our knowledge, the handsets that we market comply with the applicable legislation that relate to
acceptable �specific absorption rate,� or SAR, levels, we rely on the SAR levels published by the manufacturers of these
handsets and do not perform independent inspections of the SAR levels of these handsets. As the manufacturers�
approvals refer to a prototype handset, we have no information as to the actual level of SAR of the handsets
throughout the lifecycle of the handsets, including in the case of handset repair. See �Regulatory Matters � Handsets.�
Concerns regarding cell sites have already caused us difficulties in obtaining or renewing leases for cell sites. If health
concerns over non-ionizing radiation increase, any adverse findings in new studies of non-ionizing radiation are
published or if non-ionizing radiation levels are found to be higher than the standards set for handsets and cell sites,
consumers may be discouraged from using cellular handsets and regulators may impose additional restrictions on the
construction and operation of cell sites or handset usage. See the discussion of the draft Non-Ionizing Radiation
Regulations above in �We may not be able to obtain permits to construct and operate cell sites.� As a result, we may
experience increased difficulty in obtaining leases for new cell site locations or renewing leases for existing locations
(although, in total we have experienced renewal problems with less than 5% of our cell site leases each year); we may
be exposed to property depreciation claims; we may lose revenues due to decreasing usage of our services; we may be
subject to increased regulatory costs; and we may be subject to health-related claims for substantial sums. We have
not obtained insurance for these potential claims. An adverse outcome to, or settlement of, any litigation against us or
any other provider of cellular services could have a material adverse effect on our results of operations, financial
condition or prospects.

We face intense competition in all aspects of our business.
      The Israeli cellular telephone market is highly competitive. We compete for subscribers with three other cellular
operators. While we enjoy the largest market share, estimated to be 34.4% as of September 30, 2006, two of our
competitors, Partner and Pelephone, enjoy estimated market shares of 31.9% and 28.7% respectively, with MIRS
Motorola Communications Ltd., or MIRS, estimated to have a market share of 5%. The current competitive pressure
in the Israeli market results primarily from the highly penetrated state of the market. See �The Telecommunications
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Industry in Israel.� This means that market growth is limited and cellular operators compete intensely to retain their
own subscribers and attract those of their competitors.
      Any of the following developments in our market is expected to increase competition further and may result in a
loss of subscribers, increased subscriber acquisition and retention costs and ultimately reduced profitability for us:

� the implementation of number portability, as it would eliminate one of the deterrents to switching between
cellular operators;

� Pelephone�s offering of certain services jointly with its parent company, Bezeq, the incumbent landline operator;
although Bezeq and Pelephone may not offer integrated or combined packages of cellular and landline telephone
and other telecommunication services currently, the Ministry of Communications has stated that once Bezeq�s
share of the Israeli landline telephone market falls below 85% (Bezeq does not publish its market share), it would
be permitted to offer certain services jointly with its subsidiaries subject to regulatory limitations;

� the entry into the Israeli cellular market by mobile virtual network operators, or MVNOs, could increase
competition and thus may adversely affect our revenues; the government has authorized an examination of the
desirability of introducing MVNO operation in Israel; the findings and recommendations are expected to be
published in May 2007; and

� a proposed amendment to the Israeli Restrictive Trade Practices Law, 1988 to grant the Commissioner of
Restrictive Trade Practices broader authority to take action against oligopolies where there is insufficient
competition, including the authority to issue orders to remove or to ease entry or transfer barriers, should the
Commissioner conclude that this would increase competition; if the Commissioner were to decide that the Israeli
cellular market was oligopolistic and insufficiently competitive, this could limit our freedom to manage our
business, increase the competitive pressures that we face and adversely affect our results of operations.

We could be subject to legal claims due to the inability of our information systems to fully support our calling
plans.

      In order to attract and retain the maximum number of subscribers in our highly competitive market, we design
specific calling plans to suit the preferences of various subscriber groups. We require sophisticated information
systems to record accurately subscriber usage pursuant to the particular terms of each subscriber�s plan as well as
accurate database management and operation of a very large number of calling plans. From time to time, we have
detected some discrepancies between certain calling plans and the information processed by our internal information
systems, such as applying an incorrect rebate or applying an incorrect tariff to a service resulting in a higher charge.
We have invested substantial resources to refine and improve our information and control systems and ensure that our
new calling plans are appropriately processed by our information systems; we have also taken steps to remedy the
identified discrepancies and have established reserves where the discrepancies are quantifiable. Despite our substantial
investments, we may experience discrepancies in the future due to the multiplicity of our plans and the scope of the
processing tasks. Further, while we invest substantial efforts in monitoring our employees and third-party distributors
and dealers that market our services, it is possible that some of our employees, distributors or dealers may offer terms
and make (or fail to make) representations to existing and prospective subscribers that do not fully conform to
applicable law, our license or the terms of our calling plans. As a result of these discrepancies, we may be subject to
subscribers� claims, including class action claims, and substantial sanctions for breach of our license that may
materially adversely affect our results of operations.
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We are exposed to, and currently are engaged in, a variety of legal proceedings, including class action lawsuits.
      We provide services to millions of subscribers on a daily basis. As a result of the scope and magnitude of our
operations we are subject to the risk of a large number of lawsuits, including class action suits by consumers with
respect to billing and other practices. These actions may be costly to defend and could result in significant judgments
against us. The Israeli Class Actions Law, 2006 and the 2005 amendment to the Israeli Consumer Protection Law,
1981 include provisions that expand the causes of action for which a class of litigants may bring suit, including with
regard to any damages allegedly incurred prior to the effective date of these laws, reducing the minimal requirements
for certification of a class action lawsuit and reducing the qualifications required to be a lead plaintiff in a class action
lawsuit. These laws may increase the number of requests for approval of class actions against us, our legal exposure
and our legal costs in defending against such suits, which as a result may materially and adversely affect our financial
results. Currently, we are engaged in a number of purported class action suits as a defendant, some of which are for
substantial amounts. For a summary of certain material legal proceedings, see �Business � Legal Proceedings.�
      We are subject to the risk of intellectual property rights claims against us, including in relation to innovations we
develop ourselves. These claims may require us to initiate or defend protracted and costly litigation, regardless of the
merits of these claims. If any of these claims succeed, we may be forced to pay damages or may be required to obtain
licenses for the infringing product or service. If we cannot obtain all necessary licenses on commercially reasonable
terms, we may be forced to stop using or selling the products and services, which could adversely affect our ability to
provide certain services and products.

We may be subject to increased regulation in respect of handset sales.
      The Ministry of Communications is considering adopting changes to the licenses of the cellular operators that
would prohibit cellular operators from offering calling plans that include handset subsidies to subscribers who
purchase their handsets from the operators, unless the same terms are also offered to subscribers who purchase their
handsets elsewhere. If such proposed changes are adopted, this would impair our ability to offer handsets to our
subscribers at subsidized prices or in conjunction with attractive calling plans. This may lead to difficulties in selling
advanced handsets that have the potential to generate high content-related revenues, which in turn may reduce our
potential revenues or require higher subscriber acquisition costs and adversely affect our results of operations.

We rely on interconnecting telecommunications providers and could be adversely affected if these providers fail
to provide these services without disruption and on a consistent basis.

      Our ability to provide commercially viable cellular telephone services depends upon our ability to interconnect
with the telecommunications networks of landline, cellular telephone and international operators in Israel in order to
complete calls between our subscribers and parties on a landline or other cellular telephone network, as well as third
parties abroad. All landline, cellular telephone and international operators in Israel are required to provide
interconnection to, and not to discriminate against, any other licensed telecommunications operator in Israel. We have
no control over the quality and timing of the investment and maintenance activities that are necessary for these entities
to provide us with interconnection to their respective telecommunications networks. The failure of these or other
telecommunications providers to provide reliable interconnections to us on a consistent basis could have an adverse
effect on our business, financial condition or results of operations.
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There are certain restrictions in our license relating to the ownership of our shares.
      Our license restricts ownership of our ordinary shares and who can serve as our directors as follows:

� our founding shareholder, DIC (or its transferee or transferees, if approved in advance by the Ministry of
Communications as �founding shareholders�), must own at least 26% of each of our means of control;

� Israeli citizens and residents among our founding shareholders (or their approved transferees) must own at least
20% of our outstanding share capital and each of our other means of control (DIC has agreed to comply with this
requirement);

� a majority of our directors must be Israeli citizens and residents;

� at least 20% of our directors must be appointed by Israeli citizens and residents among our founding
shareholders; and

� we are required to have a committee of our Board of Directors that deals with matters relating to state security,
which must be comprised of at least four directors (including an external director) having the requisite security
clearance by Israel�s General Security Service.

      If these requirements are not complied with, we could be found to be in breach of our license and our license could
be changed, suspended or revoked.
      In addition, our license provides that, without the approval of the Ministry of Communications, no person may
acquire or dispose of shares representing 10% or more of our outstanding share capital. Further, our directors and
officers and any holder of ordinary shares representing 5% or more of our outstanding share capital may not own 5%
or more of Bezeq or any of our competitors or serve as a director or officer of such a company, subject to certain
exceptions which require the prior approval of the Ministry of Communications.
      To ensure that an unauthorized acquisition of our shares would not jeopardize our license, our articles of
association provide that any shares acquired without approval required under our license will not be entitled to voting
rights.
      If our service is to be determined by the Israeli Government to be an �essential service�, the Prime Minister and the
Ministry of Communications could impose additional limitations including a heightened requirement of Israeli
ownership of our ordinary shares.
      Although our articles of association contain certain provisions that are aimed at reducing the risk that holdings or
transfers of our ordinary shares will contravene our license, we cannot entirely control these and other matters
required by our license, the violation of which could be a basis for suspending or revoking our license. See �Regulatory
Matters � Our Principal License.�

We may be adversely affected by the significant technological and other changes in the cellular
communications industry.

      The cellular market is known for rapid and significant technological change. Our current technologies, including
our 3.5G technologies, may be overtaken rapidly, requiring us to invest in alternative technologies to remain
competitive. Further, technologies such as satellite-based personal communications services, wireless broadband
access services such as WiMAX, and other technologies that have the capacity to handle cellular calls may enter our
market and compete with traditional cellular providers, thus further intensifying the competition we face requiring us
to reduce prices, thus adversely affecting our results of operations.
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If we cannot obtain or maintain favorable roaming arrangements our services may be less attractive or less
profitable.

      We rely on agreements to provide roaming capability to our subscribers in many areas outside Israel. As of
September 30, 2006, we had roaming arrangements with over 450 cellular providers in 167 countries around the
world. However, as we cannot control the quality of the service that they provide, it may be inferior to the quality of
service that we provide. Equally, our subscribers may not be able to use some of the advanced features that they enjoy
when making calls on our network. Some of our competitors may be able to obtain lower roaming rates than we do
because they may have larger call volumes or because of their affiliations with other international cellular operators. If
our competitors� providers can deliver a higher quality or a more cost effective roaming service, then subscribers may
migrate to those competitors and our results of operation could be adversely affected. Further, we may not be able to
compel providers to participate in our technology migration and enhancement strategies. As a result, our ability to
implement technological innovations could be adversely affected if these overseas providers are unable or unwilling to
cooperate with the further development of our network or if they cease to provide services comparable to those we
offer on our network.
      In addition, in 2006, the European Union declared that it is considering regulating roaming tariffs. To our
knowledge, following such declaration, several operators in Europe agreed to reduce roaming tariffs among
themselves. Should such operators decide to reduce roaming tariffs with us as well, this could reduce the revenues we
derive from our roaming services and adversely affect our profitability and results of operations.

Our substantial debt increases our exposure to market risks, may limit our ability to incur additional debt that
may be necessary to fund our operations and could adversely affect our financial stability.

      As of September 30, 2006, our total indebtedness was approximately NIS 3,588 million ($834 million). Our credit
facility and the indentures governing our debentures currently permit us to incur additional indebtedness, subject to
maintaining certain financial ratios and other restrictions contained in our credit facility. Our substantial debt could
adversely affect our financial condition by, among other things:

� increasing our vulnerability to adverse economic, industry or business conditions, including increases in
prevailing interest rates, particularly because our debentures are linked to the Israeli CPI, and our credit facility
bears interest at a variable rate;

� limiting our flexibility in planning for, or reacting to, changes in our industry and the economy in general;

� requiring us to dedicate a substantial portion of our cash flow from operations to service our debt, thus reducing
the funds available for operations and future business development; and

� limiting our ability to obtain additional financing to operate, develop and expand our business.
Our freedom to operate our business is limited as a result of certain restrictive covenants contained in our credit
facility and our indentures.

      Our credit facility contains a number of restrictive covenants that limit our operating and financial flexibility.
These covenants include, among other things, limitations on liens (also contained in the indentures governing our
debentures), on the incurrence of indebtedness, on the provision of loans and guarantees and on acquisitions,
dispositions of assets, mergers and other changes of control. Our credit facility also contains covenants regarding
maintaining certain levels of financial ratios during the term of the facility, including as a condition to the distribution
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of dividends. Our ability to continue to comply with these and other obligations depends in part on the future
performance of our business. Such obligations may hinder our ability to finance our future operations or the manner in
which we operate our business. In particular, any non-compliance with performance-related covenants and other
undertakings of our credit facility and debentures could result in an acceleration of our outstanding debt under our
credit facility and debentures and restrict our ability to obtain additional funds, which could have a material adverse
effect on our business, financial condition or results of operations. Further, our inability to maintain the financial
ratios required under our credit facility for the distribution of dividends may limit our ability to distribute dividends.

Our business results may be affected by currency fluctuations, by our currency hedging positions and by
changes in the Israeli Consumer Price Index.

      A substantial amount of our cash payments are incurred in, or linked to, non-NIS currencies. In particular, in 2005
and the nine months ended September 30, 2006, payments in U.S. dollars or linked to the U.S. dollar represented
approximately 19% and 27%, respectively, of total cash outflow. These payments included capital expenditures, cell
site rental fees, payments to equipment suppliers and, in 2006, payments of principal and interest on our credit facility.
As almost all of our cash receipts are in NIS, any devaluation of the NIS against those non-NIS currencies in which
we make payments, particularly the U.S. dollar, will increase the NIS cost of our non-NIS denominated or linked
expenses and capital expenditures.
      We engage in currency hedging transactions to reduce the impact on our cash flows and results of operations of
these currency fluctuations. We recognize freestanding derivative financial instruments as either assets or liabilities in
our balance sheet and we measure those instruments at fair value. However, accounting for changes in the fair value of
a derivative instrument, such as a currency hedging instrument, depends on the intended use of the derivative
instrument and the resulting designation. For a foreign exchange derivative instrument designated as a cash flow
hedge, the effective portion of the derivative instrument is initially reported as a component of our shareholders� equity
and subsequently recognized in our income statement as the hedged item affects earnings. For derivative instruments
that are not designated as cash flow hedges, changes in fair value are recognized in our income statement without any
reference to the change in value of the related budgeted expenditures. These differences could result in fluctuations in
our reported net income on a quarterly basis.
      Further, since the principal amount of, and interest that we pay on, our debentures are linked to the Israeli CPI, any
increase in the Israeli CPI will increase our financial expenses and could adversely affect our results of operations.

We may not be able to fulfill our dividend policy in the future.
      In February 2006, we adopted a dividend policy targeting a payout ratio of at least 75% of our net income under
Israeli GAAP in each calendar year, subject to any applicable law, our license and contractual obligations and
provided that such distribution would not be detrimental to our cash needs or to any plans approved by our Board of
Directors. Our credit facility limits our ability to pay dividends, including by limiting our distribution of dividends in
respect of any financial year so that any distributions based on retained earnings accumulated since January 1, 2006,
do not exceed the lesser of (a) 75% of our aggregate net income from January 1, 2006 to the date of distribution and
(b) the aggregate �eligible dividend amount� from January 1, 2006 to the date of distribution, the �eligible dividend
amount� being the lesser of (i) our net income for each financial year and (ii) the excess of free cash flow over 110% of
total debt service for each financial year. In addition, we are also permitted to make distributions out of the expected
approximately NIS 280 million ($65.1 million) adjustment to retained earnings referred to below in �Operating and
Financial Review and Prospects � Overview � New Israeli accounting standard affecting measurement of fixed assets.�
Our license requires that we and our 10%

18

Edgar Filing: Cellcom Israel Ltd. - Form 424B1

Table of Contents 26



Table of Contents

shareholders maintain at least $200 million of combined shareholders� equity. See �Operating and Financial Review and
Prospects � Liquidity and Capital Resources � Debt service.� Dividend payments are not guaranteed and our Board of
Directors may decide, in its absolute discretion, at any time and for any reason, not to pay dividends.
      Further, our dividend policy, to the extent implemented, will significantly restrict our cash reserves and may
adversely affect our ability to fund unexpected capital expenditures as well as our ability to make interest and
principal repayments on our debentures and term loan. As a result, we may be required to borrow additional money or
raise capital by issuing equity securities, which may not be possible on attractive terms or at all.
      If we are unable to fulfill our dividend policy, or pay dividends at levels anticipated by investors, the market price
of our shares may be negatively affected and the value of your investment may be reduced.

We rely on a limited number of suppliers for key equipment and services.
      We depend upon a small number of suppliers to provide us with key equipment and services. For example, Nokia
Israel provides our network system based on GSM/ GPRS/ EDGE technology, our UMTS/ HSDPA core system and
related products and services; LM Ericsson Israel supplies our radio access network and related products and services
based on UMTS/ HSDPA technology; Amdocs Israel provides us with services with respect to the operating of, and
the implementation of developments to, our billing system; and Be�eri Printers provides our printing supplies and
invoices as well as the distribution, packaging and delivery of invoices and other mail to the postal service distribution
centers. In addition, we lease a portion of our transmission capacity from Bezeq, the incumbent landline operator.
Bezeq has experienced labor disputes, including stoppages, during the recent privatization process and liberalization
of the landline market, and additional disruptions, stoppages and slowdowns may be experienced in the future. If these
suppliers fail to provide equipment or services to us on a timely basis, we may be unable to provide services to our
subscribers in an optimal manner until an alternative source can be found and our license may be at risk of revocation
for failure to satisfy the required service standards.

We are a member of the IDB group of companies, one of Israel�s largest business groups. This may limit our
ability to expand our business, to acquire other businesses or to borrow money from Israeli banks.

      We are an indirect subsidiary of IDB, one of Israel�s largest business groups. Other subsidiaries of IDB also
operate in the Israeli communication market: Barak and Netvision provide high speed Internet and international
telephone services and Globcall provides wireline and landline communication services. As a result, conflicts of
interest may arise between us and other IDB group companies. Due to the limited size of the Israeli market and due to
the high level of regulation of the Israeli market, in particular in the communications market, our being a member of
the IDB group of companies may limit our ability to expand our business in the future, to form joint ventures and
strategic alliances and conduct other strategic transactions with other participants in the Israeli communications
market.
      In addition, pursuant to the �Guidelines for Sound Bank Administration� issued by the Israeli Supervisor of Banks,
the amount that an Israeli bank may lend to one group of borrowers and to each of the six largest borrowers of such
banking corporation is limited. Since we are a member of IDB�s group of borrowers, these guidelines may limit the
ability of Israeli banks to lend money to us, although this has not occurred to date.
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Risks Relating to Operating in Israel

We conduct our operations in Israel and therefore our results may be adversely affected by political, economic
and military instability in Israel.

      Our operations, our network and some of our suppliers are located in Israel. Accordingly, political, economic and
military conditions in Israel may directly affect our business. Since the establishment of the State of Israel in 1948, a
number of armed conflicts have taken place between Israel and its Arab neighbors. Any hostilities involving Israel or
the interruption or curtailment of trade within Israel or between Israel and its trading partners could adversely affect
our operations and could make it more difficult for us to raise capital. Since September 2000, terrorist violence in
Israel has increased significantly and negotiations between Israel and Palestinian representatives have effectively
ceased. The establishment in 2006 of a government in the Palestinian Authority by representatives of the Hamas
militant group has created additional unrest and uncertainty in the region. Further, Israel was recently engaged in an
armed conflict with Hezbollah, a Lebanese Islamist Shiite militia group, which involved thousands of missile strikes
and disrupted most day-to-day civilian activity in northern Israel. Any armed conflicts, terrorist activities or political
instability in the region would likely negatively affect business conditions and could harm our results of operations,
including following termination of such conflicts due to a decrease in the number of tourists visiting Israel.
      In addition, in the event that the State of Israel relinquishes control over certain territories currently held by it to
the Palestinian Authority, we will not be able to provide service from our cell sites located in Israeli populated areas
and on connecting roads in these territories. This may result in the loss of subscribers and revenues and in a decrease
in our market share.

Our freedom and ability to conduct our operations may be limited during periods of national emergency.
      The Communications Law grants the Prime Minister of Israel the authority, for reasons of state security or public
welfare, to order a telecommunications license holder to provide services to security forces, to perform
telecommunication activities or to establish a telecommunications facility as may be required for the security forces to
carry out their duties. Further, the Israeli Equipment Registration and IDF Mobilization Law, 1987, also permits the
registration of engineering equipment and facilities and the taking thereof for the use of the Israel Defense Forces.
This law further sets the payment for use and compensation for damages caused to the operator as a result of such
taking. Our general license also permits the Israeli Government, during national emergencies or for reasons of national
security, to take all necessary actions in order to ensure state security, including taking control of our network, and
requires us to cooperate with such actions. If national emergency situations arise in the future and if we are to be
subject during such time to any of the foregoing actions, this could adversely affect our ability to operate our business
and provide services during such national emergencies and adversely affect our business operations.

Provisions of Israeli law and our license may delay, prevent or impede an acquisition of us, which could prevent
a change of control.

      Israeli corporate law regulates mergers, requires tender offers for acquisitions of shares above specified thresholds,
requires special approvals for transactions involving directors, officers or significant shareholders and regulates other
matters that may be relevant to these types of transactions. For example, a merger may not be completed unless at
least 50 days have passed from the date that a merger proposal was filed by each merging company with the Israel
Registrar of Companies and at least 30 days from the date that the shareholders of both merging companies approved
the merger. In addition, a majority of each class of securities of the target
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company is required to approve a merger. Further, the provisions of our license require the prior approval of the
Ministry of Communication for changes of control in our Company.
      Furthermore, Israeli tax considerations may make potential transactions unappealing to us or to our shareholders
whose country of residence does not have a tax treaty with Israel exempting such shareholders from Israeli tax. For
example, Israeli tax law does not recognize tax-free share exchanges to the same extent as U.S. tax law. With respect
to mergers, Israeli tax law allows for tax deferral in certain circumstances but makes the deferral contingent on the
fulfillment of numerous conditions, including a holding period of two years from the date of the transaction during
which sales and dispositions of shares of the participating companies are restricted. Moreover, with respect to certain
share swap transactions, the tax deferral is limited in time, and when the time expires, tax then becomes payable even
if no actual disposition of the shares has occurred.
      These provisions could delay, prevent or impede an acquisition of us, even if such an acquisition would be
considered beneficial by some of our shareholders.

It may be difficult to enforce a U.S. judgment against our officers, our directors and us or to assert
U.S. securities law claims in Israel.

      We are incorporated in Israel. All of our executive officers and directors reside outside the United States and all of
our assets are located outside the United States. Therefore, it may be difficult to enforce a judgment obtained in the
United States, against us or any of these persons, in U.S. or Israeli courts based on the civil liability provisions of the
U.S. federal securities laws. Additionally, it may be difficult for you to enforce civil liabilities under U.S. federal
securities laws in original actions instituted in Israel. See �Enforceability of Civil Liabilities� for additional discussion
on your ability to enforce a civil claim against us, our executive officers or directors.
Risks Relating to this Offering

We are controlled by a single shareholder who can significantly influence matters requiring shareholders�
approval.

      Following the completion of this offering DIC will hold, directly and indirectly, approximately 59% of our
outstanding share capital. Pursuant to a shareholders agreement among DIC and certain of our minority shareholders,
who in the aggregate own 5.5% of our ordinary shares, DIC has been granted voting rights in respect of those shares.
In addition to DIC�s shareholdings and such additional voting rights, it has the right to appoint the 20% of our directors
that we are required by our license and articles of association to have appointed by Israeli citizens and residents
among our founding shareholders. Accordingly, subject to legal limitations, DIC has control over all matters requiring
shareholder approval, including the election and removal of our directors and the approval of significant corporate
transactions. This concentration of ownership could delay or prevent proxy contests, mergers, tender offers,
open-market purchase programs or other purchases of our ordinary shares that might otherwise give our shareholders
the opportunity to realize a premium over the then-prevailing market price for our ordinary shares.
      Further, as a foreign private issuer, we will be exempt from the application of the NYSE rules requiring the
majority of the members of our Board of Directors to be independent and requiring our Board of Directors to establish
independent nomination and compensation committees. Accordingly, our minority shareholders will be denied the
protection intended to be afforded by these corporate governance standards.
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Our share price may be extremely volatile and you may not be able to resell your shares at or above the initial
public offering price.

      Prior to this offering, there has been no public market for our ordinary shares in the United States or elsewhere.
Negotiations between the underwriters and us will determine the initial public offering price and an active trading
market for our shares may never develop or be sustained following this offering. As a result, the price determined by
the underwriters and us may not be indicative of future market prices. Further, the stock market has from time to time
experienced significant price and volume fluctuations. For example, any active trading market that does develop for
our shares may depend, in part, on the research and reports that securities or industry analysts publish about our
business or us. If no securities or industry analysts commence coverage of our Company, the trading price for our
shares would be negatively affected. In the event we obtain securities or industry analyst coverage, if one or more of
the analysts who covers us downgrades our shares, our share price would likely decline. If one or more of these
analysts ceases to cover us or fails to publish regular reports on us, interest in the purchase of our shares could
decrease, which could cause our share price or trading volume to decline. As a result of these factors, after this
offering you might be unable to resell your shares at or above the initial public offering price.

A substantial number of our ordinary shares could be sold into the public market shortly after this offering,
which could depress our share price.

      The market price of our ordinary shares could decline as a result of sales by our existing shareholders of ordinary
shares in the market after this offering or the perception that these sales could occur. Once a trading market develops
for our ordinary shares, most of our shareholders will have an opportunity to sell their shares for the first time,
following the expiration of the lock-up period agreed to between these shareholders and the underwriters. These
factors could also make it difficult for us to raise additional capital by selling shares. Specifically, upon completion of
this offering we will have 97,500,000 ordinary shares outstanding. This includes the 20,000,000 shares that the selling
shareholders are selling in this offering, which may be resold in the public market immediately thereafter. The
remaining shares will be able to be sold after this offering as described in the �Shares Eligible for Future Sale� section of
this prospectus. See �Shares Eligible for Future Sale� for more information regarding these factors. In addition, we will
have 2,500,000 shares reserved for issuance upon the exercise of outstanding options; the options are subject to
vesting schedules but vesting will be accelerated upon certain events including any sale by IDB that leads to any
reduction in IDB�s ownership below 50.01%.

We will incur increased costs as a result of being a U.S. public company.
      As a public company, we will incur significant legal, accounting, reporting and other expenses that we did not
incur before listing on the NYSE. We expect the rules and regulations to which we will be subject as an NYSE-listed
company to increase our legal and financial compliance costs and to make some activities more time-consuming and
costly. We also expect these rules and regulations may make it more difficult and more expensive for us to obtain
director and officer liability insurance and we may be required to accept reduced policy limits and coverage or incur
substantially higher costs to obtain the same or similar coverage. As a result, we may experience more difficulty
attracting and retaining qualified individuals to serve on our Board of Directors or as executive officers. We cannot
predict or estimate the amount of additional costs we may incur as a result of these requirements or the timing of such
costs.
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We have not yet evaluated our internal control over financial reporting in compliance with Section 404 of the
Sarbanes-Oxley Act.

      Following the completion of this offering, we will be required to comply with the internal control evaluation and
certification requirements of Section 404 of the Sarbanes-Oxley Act by the end of our 2007 fiscal year. We have only
recently begun the process of determining whether our existing internal control over financial reporting systems is
compliant with Section 404. If it is determined that we are not in compliance with Section 404, we may be required to
implement new internal control procedures and re-evaluate our financial reporting. We may experience higher than
anticipated operating expenses as well as outside auditor fees during the implementation of these changes and
thereafter. Further, we may need to hire additional qualified personnel in order for us to be compliant with
Section 404. If we are unable to implement these changes effectively or efficiently, it could harm our operations,
financial reporting or financial results and could result in our conclusion that our internal controls over financial
reporting are not effective.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS
      We have made statements under the captions �Prospectus Summary,� �Risk Factors,� �Operating and Financial Review
and Prospects,� �Business� and in other sections of this prospectus that are forward-looking statements. In some cases,
you can identify these statements by forward-looking words such as �may,� �might,� �will,� �should,� �expect,� �plan,� �anticipate,�
�believe,� �estimate,� �predict,� �potential� or �continue,� the negative of these terms and other comparable terminology. These
forward-looking statements, which are subject to risks, uncertainties and assumptions about us, may include
projections of our future financial performance, our anticipated growth strategies and anticipated trends in our
business. These statements are only predictions based on our current expectations and projections about future events.
There are important factors that could cause our actual results, level of activity, performance or achievements to differ
materially from the results, level of activity, performance or achievements expressed or implied by the
forward-looking statements, including those factors discussed under the caption entitled �Risk Factors.� You should
specifically consider the numerous risks outlined under �Risk Factors.�
      Although we believe the expectations reflected in the forward-looking statements contained in this prospectus are
reasonable, we cannot guarantee future results, level of activity, performance or achievements. Moreover, neither we
nor any other person assumes responsibility for the accuracy and completeness of any of these forward-looking
statements. We assume no duty to update any of these forward-looking statements after the date of this prospectus to
conform our prior statements to actual results or revised expectations, except as otherwise required by law.
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EXCHANGE RATE INFORMATION
      The following table shows, for each of the months indicated, the high and low exchange rates between the NIS and
the U.S. dollar, expressed as NIS per U.S. dollar and based upon the daily representative rate of exchange as published
by the Bank of Israel:

Month High Low

(NIS) (NIS)
August 2006 4.408 4.357
September 2006 4.394 4.297
October 2006 4.302 4.238
November 2006 4.331 4.247
December 2006 4.234 4.176
January 2007 4.260 4.187

      The following table shows, for periods indicated, the average exchange rate between the NIS and the U.S. dollar,
expressed as NIS per U.S. dollar, calculated based on the average of the representative rate of exchange on the last day
of each month during the relevant period as published by the Bank of Israel:

Year Average

(NIS)
2002 4.736
2003 4.512
2004 4.483
2005 4.503
2006 4.442

      As of February 5, 2007, the daily representative rate of exchange between the NIS and the U.S. dollar as published
by the Bank of Israel was NIS 4.254 to $1.00.
      The effect of exchange rate fluctuations on our business and operations is discussed in �Operating and Financial
Review and Prospects � Quantitative and Qualitative Disclosures about Market Risk.�
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USE OF PROCEEDS
      We will not receive any proceeds from this offering.

DIVIDEND POLICY
      Our board of directors adopted a dividend policy to distribute each year at least 75% of our annual net income
determined under Israeli GAAP, subject to applicable law, our license and our contractual obligations and provided
that such distribution would not be detrimental to our cash needs or to any plans approved by our Board of Directors.
Our Board will consider, among other factors, our expected results of operation, including changes in pricing and
competition, planned capital expenditure for technological upgrades and changes in debt service needs, including due
to changes in interest rates or currency exchange rates, in order to reach its conclusion that a distribution of dividends
will not prevent us from satisfying our existing and foreseeable obligations as they become due. In addition, there is
an agreement among the controlling shareholders of IDB, our ultimate parent company, to target a dividend
distribution of at least 50% of its distributable gains each year. Dividend payments are not guaranteed and our Board
of Directors may decide, in its absolute discretion, at any time and for any reason, not to pay dividends. For example,
our Board may determine that our cash needs for debt service, capital expenditures or operations may increase and
that it would not be prudent to distribute dividends. Accordingly, you should not expect that any particular amount
will be distributed by us as dividends at any time, even if we have previously made dividend payments in such
amount.
      Our ability to pay dividends is subject to limitations under our credit facility and Israeli law:

 Credit facility. Our credit facility limits our ability to pay dividends, including by limiting our distribution of
dividends in respect of any financial year so that any distributions based on retained earnings accumulated since
January 1, 2006, do not exceed the lesser of (a) 75% of our aggregate net income from January 1, 2006 to the date of
distribution and (b) the aggregate �eligible dividend amount� from January 1, 2006 to the date of distribution, the
�eligible dividend amount� being the lesser of (i) our net income for each financial year and (ii) the excess of free cash
flow over 110% of total debt service for each financial year. In addition, we are also permitted to make distributions
out of the expected approximately NIS 280 million ($65.1 million) adjustment to retained earnings referred to below
in �Operating and Financial Review and Prospects � Overview � New Israeli accounting standard affecting measurement
of fixed assets.� Once we have made the required principal repayment under the facility that is due on March 9, 2010,
the aforesaid limitation may be replaced, at our option, with a new limitation on dividend distributions such that
dividends to be distributed for the period between March 9, 2010 and the final repayment date may not exceed the
difference between (a) the forecasted cash, cash equivalents and free cash flow (as defined in the facility, such forecast
to be pre-approved by the lenders) for the period ending on the final repayment date (not to exceed our free cash flow
for the equivalent period in the previous financial year), and (b) 110% of total debt service for the period commencing
on the proposed dividend payment date and ending upon final repayment date.

 Israeli Law. Israeli law provides that dividends may only be paid out of cumulative retained earnings or out of
retained earnings over the prior two years, provided that there is no reasonable concern that the payment of the
dividend will prevent us from satisfying our existing and foreseeable obligations as they become due. Further, our
license requires that we and our 10% or more shareholders maintain at least $200 million of combined shareholders�
equity. DIC�s shareholders� equity was NIS 4.859 billion ($1.13 billion) at September 30, 2006.
      Prior to 2006, we had not distributed dividends. In January 2006, we distributed a dividend in the amount of NIS
1.7 billion ($395 million). In February 2006, we adopted our current dividend policy. From then through the date of
this prospectus, we have distributed additional dividends in
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an aggregate amount of NIS 2.13 billion ($495 million), which, together with our distribution in January 2006,
constitutes substantially all of our retained earnings from inception to December 31, 2005 and, for the first six months
of 2006, substantially 75% of our net income in accordance with Israeli GAAP consistent with the new policy. Our
Board of Directors has not yet determined the amount of dividends to be paid with respect to the third or fourth
quarter of 2006. Our net income in the third quarter of 2006 under Israeli GAAP was NIS 120 million ($27.9 million).
In addition, when we publish financial statements for the three-month period ended March 31, 2007, our retained
earnings will be retroactively increased (effective January 1, 2007) by approximately NIS 280 million ($65.1 million)
as a result of a change in Israeli accounting standards (see �Operating and Financial Review and Prospects � New Israeli
accounting standard affecting measurement of fixed assets�). Our Board of Directors will make a determination as to
the dividend payments to be made with respect to the second half of 2006 and the first quarter of 2007, and from such
increase in retained earnings following finalization of our financial results for the first quarter of 2007. In making the
determination, our Board will take into account the considerations set forth above.
      Had our existing policy been in effect for prior periods, we believe we would have been financially able to
distribute 75% of our net income each year since 2003. Our principal cash needs, aside from operations, are debt
service and capital expenditures. In each year since 2003, our cash generated by operating activities (which reflects a
deduction for interest expense), less capital expenditures, was substantially in excess of 75% of our net income. Our
cash generated by operating activities is higher than our net income because:

� we incur substantial non-cash depreciation and amortization expense that reduces our net income; and

� we have not typically required significant working capital; our customers generally pay us within 45 days of the
end of each monthly billing cycle in which the service was provided, while most of our service providers accept
payment on a delayed basis.

      The following table compares our cash flow from operating activities less cash used in investing activities to
amounts that may have been distributed had our existing policy been in effect at all times since January 1, 2003.

Nine Months
Ended

Year Ended December 31, September 30,

2003 2004 2005 2006

(In NIS millions)
Net cash provided by operating activities 1,393 1,471 1,272 1,067
Net cash used in investing activities (508) (852) (619) (511)

Cash available for dividends(1) 885 619 653 556
Dividend distribution pursuant to current policy(2) 323 463 362 293

(1) We have not deducted cash used to make principal repayments of debt in determining cash available for dividends
as we have been able to access the debt markets as needed in the past to refinance any existing debt coming due,
and we anticipate that we will continue to be able to do so.

(2) Calculated as 75% of net income. Does not take into account contractual or other restrictions that may have been
in effect at such times.

     Based on our current expectations, we expect that we will continue for at least the next twelve months to generate
net cash from operating activities in excess of 75% of our net income. However, our performance in future periods
will depend on a variety of factors described under �Risk Factors,� many of which are beyond our control, including
changes in the regulatory environment and competition.
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      We intend to declare dividends in NIS and convert them for payment in US$ based upon the daily representative
rate of exchange as published by the Bank of Israel prior to the distribution date.
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      We currently expect that the quarterly dividend we will declare for the first quarter of 2007, which may be funded
out of a combination of net income, existing retained earnings and/or a portion of the approximately NIS 280 million
of retained earnings described under �Operating and Financial Review and Prospects � Overview � New Israeli
accounting standard affecting measurement of fixed assets,� will be NIS 1.4 per share. Any dividends must be declared
by our Board of Directors, which will take into account the factors set out above. The amount of dividends per share
we will pay for the first quarter does not necessarily reflect dividends that will be paid for future quarterly periods,
which can change at any time in accordance with the policy set out above.
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CAPITALIZATION
      The following table sets forth our capitalization as of September 30, 2006. This table should be read in
conjunction with �Operating and Financial Review and Prospects� and our consolidated financial statements and notes
thereto appearing elsewhere in this prospectus.

September 30, 2006

(In NIS millions)
Total debt 3,588
Shareholders� equity:
Ordinary shares, NIS 0.01 par value per share, 300,000,000 shares authorized,
97,500,000 issued and outstanding �
Capital reserve (20)
Retained earnings 204

Total shareholders� equity 184

Total capitalization 3,772
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DILUTION
      Our net tangible book value as of September 30, 2006 was NIS (281) million ($(65.3) million) or NIS (2.88)
($(0.67)) per ordinary share. Net tangible book value per share is determined by dividing our tangible net worth, total
assets, less intangible assets, minus total liabilities, by the aggregate number of ordinary shares outstanding. As we
will not receive any of the proceeds of this offering, our net tangible book value will not be affected by the offering.
The offering of the ordinary shares at the initial public offering price of $20.00 per share represents an immediate
dilution to purchasers of ordinary shares in the offering of $20.67 per share. The following table illustrates this per
share dilution:

NIS $

Assumed initial public offering price 86.04 20.00
Net tangible book value per share as of September 30, 2006 (2.88) (0.67)
Dilution per share to new investors 83.16 20.67

      Dilution is determined by subtracting net tangible book value per share from the initial public offering price per
share.
      The following table sets forth, as of September 30, 2006, the number of ordinary shares purchased, the total
consideration paid and the average price per share paid by our existing shareholders that are affiliated persons in
transactions during the last five years. In addition, the table sets forth the number of ordinary shares to be sold in the
offering by the selling shareholders, the total consideration and the average price per share to be paid by the
purchasers in this offering, at the initial public offering price of $20.00 per share:

Shares Total Consideration Average Price
Purchased Amount per Share

Number NIS $ NIS $

(In millions)
Existing shareholders who are affiliated
persons(1) 67,761,645 6,269(2) 1,370 92.52 20.22
Purchasers in the offering 20,000,000 1,721 400 86.04 20.00

(1) Does not reflect dividends of NIS 39.3 ($9.13) per share paid in 2006.

(2) DIC paid the consideration in U.S. dollars. The consideration amount in NIS was calculated according to the
exchange rate at the transaction date.

     Sales by the selling shareholders in this offering will reduce the number of shares purchased by existing
shareholders who are affiliated persons in the last five years to 48,736,645, or approximately 50.0%, (47.05% if the
over-allotment option is exercised in full).
      The tables above assume no exercise of outstanding share options. At September 30, 2006, there were no ordinary
shares subject to outstanding options or warrants. However, in October and November 2006, we granted options in
respect of approximately 2.4 million ordinary shares to our chairman, officers and senior employees, at an exercise
price of NIS 54.21 ($12.60). We have not reflected the exercise of these options in the tables above. However, given
the option exercise price of NIS 54.21 ($12.60), no further dilution will occur.
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SELECTED CONSOLIDATED FINANCIAL DATA
      You should read the following selected consolidated financial data in conjunction with the section of this
prospectus entitled �Operating and Financial Review and Prospects� and our consolidated financial statements and the
notes thereto included elsewhere in this prospectus.
      The selected data presented below under the captions �Income Statement Data,� and �Balance Sheet Data� for, and as
of the end of, each of the years in the five-year period ended December 31, 2005, are derived from the consolidated
financial statements of Cellcom Israel Ltd. and subsidiaries, which financial statements have been audited by Somekh
Chaikin, an independent registered public accounting firm and a member firm of KPMG International. The
consolidated financial statements as of September 30, 2006 and December 31, 2005 and 2004, and for the nine-month
period ended September 30, 2006 and for each of the years in the three-year period ended December 31, 2005, and the
report thereon, are included elsewhere in this prospectus. The selected data should be read in conjunction with the
consolidated financial statements, the related notes, and the independent registered public accounting firm�s report
which contains emphasis paragraphs regarding the convenience translation of the consolidated financial statements as
of and for the nine-month period ended September 30, 2006 and as of and for the year ended December 31, 2005 into
US dollars solely for the convenience of the reader and, as explained below, reporting periods prior to January 1, 2004
have been adjusted for the changes in the general purchasing power of the Israeli currency.
      The information presented below under the caption �Other Data� contains information that is not derived from the
financial statements.
      Pursuant to Israeli GAAP, until December 31, 2003, we prepared our financial statements on the basis of historical
cost adjusted for the changes in the general purchasing power of Israeli currency, the NIS, based upon changes in the
Israeli CPI. Accordingly, among other things, non-monetary items (such as fixed assets) were adjusted based on the
changes in the Israeli CPI from the Israeli CPI published for the month in which the transaction relating to the asset
took place up to the Israeli CPI at the date of the balance sheet. Starting January 1, 2004, the adjustment of financial
statements for the impact of the changes in the purchasing power of the Israeli currency was discontinued. The
adjusted amounts included in the financial statements as of December 31, 2003 constitute the starting point for the
nominal financial report as of January 1, 2004. Any additions made from January 1, 2004 are included at their
nominal values.
      The selected data presented below for the nine-month period ended September 30, 2005, are derived from the
unaudited consolidated financial statements of Cellcom Israel Ltd. and its subsidiaries included elsewhere in this
prospectus.
      The selected information also includes certain items in accordance with U.S. GAAP. Israeli GAAP differs in
certain significant respects from U.S. GAAP. For a summary of certain significant differences, see note 28 to our
consolidated financial statements included elsewhere in this prospectus.
      For your convenience, the following tables also contain U.S. dollar translations of the NIS amounts presented at
September 30, 2006, translated using the rate of NIS 4.302 to $1.00, the representative rate of exchange on
September 30, 2006 as published by the Bank of Israel.

Year Ended December 31, Nine Months Ended
September 30,

2006
2001 2002 2003 2004 2005 2005 2006 (In $)

(In NIS millions, except per share data)
Income Statement Data:
Revenues 4,960 5,135 5,261 5,600 5,114 3,845 4,191 974
Cost of revenues 2,893 3,111 3,075 3,302 3,133 2,264 2,470 574
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Year Ended December 31, Nine Months Ended September 30,

2006
2001 2002 2003 2004 2005 2005 2006 (In $)

(In NIS millions, except per share data)
Selling and
marketing
expenses 574 651 613 661 623 453 473 110
General and
administrative
expenses 621 678 682 684 656 512 486 113
Operating
income 872 695 891 953 702 616 762 177
Financial
income
(expense), net (15) (5) (216) (45) 24 13 (128) (30)
Other income
(expenses), net 6 (5) 1 1 (11) (10) (1) (0)
Income tax 288 266 245 292 232 201 243 56
Net income 575 419 431 617 483 418 390 91
Basic and
diluted net
income per
share 5.90 4.30 4.42 6.33 4.95 4.29 4.00 0.93
Weighted
average
ordinary shares
outstanding 97,500,000 97,500,000 97,500,000 97,500,000 97,500,000 97,500,000 97,500,000 97,500,000
Dividends
declared per
share(1) � � � � 34.87 � 4.41 �
U.S. GAAP
Data(2):
Net income � � 441 620 491 460 374 87
Basic and
diluted
earnings � � 4.52 6.36 5.04 4.72 3.84 0.89
Other Data:
EBITDA(3) 1,704 1,652 1,890 1,914 1,643 1,320 1,429 332
Capital
expenditures 1,727 1,073 658 739 747 360 313 73
Net cash
provided
(used) by
operating
activities 1,325 1,285 1,393 1,471 1,272 1,000 1,067 248

(1,280) (1,557) (508) (852) (619) (445) (511) (119)
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Net cash
provided
(used) in
investing
activities
Net cash
provided
(used) by
financing
activities (153) 436 (603) (1,068) 1,114 (536) (2,210) (514)
Subscribers(4) 2,262 2,468 2,300 2,450 2,603 2,554 2,828
Period churn
rate(5) 10.5% 11.2% 27.3% 19.9% 15.0% 10.5% 12.4%
ARPU (in
NIS)(6) 177 166 162 174 151 154 152 35

December 31, September 30,

2001 2002 2003 2004 2005 2006

(In NIS millions)
Balance Sheet Data:
Cash 6 171 454 5 1,772 118
Working capital (628) (67) (361) (138) 1,909 180
Total assets 5,639 6,047 5,907 5,311 7,016 5,014
Shareholders� equity 1,694 2,114 2,545 3,161 3,649 184
U.S. GAAP Data(2):
Total assets � � � 5,610 11,100 9,085
Shareholders� equity � � � 3,312 4,490 4,018

(1) All dividends declared were paid in cash in the first nine months of 2006.
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(2) Under U.S. GAAP, DIC�s acquisition of our shares in 2005 is treated as a purchase that requires a revaluation of
our assets and liabilities, leading to increased amortization expense of intangible assets, offset by decreased
depreciation expense of tangible assets under U.S. GAAP. In addition, we were required to push down certain DIC
debt and the interest expense relating to such debt incurred to finance the acquisition until it was repaid in early
2006, leading to increased financial expense under U.S. GAAP. See note 28 to our consolidated financial
statements. As a result of this accounting treatment, U.S. GAAP data presented for the year ended and as at
December 31, 2005 and for the nine months ended and as at September 30, 2006 are not comparable with the data
presented for the previous periods.

(3) EBITDA is a non-GAAP measure and is defined as income before financial income (expenses), net; other income
(expenses), net; income tax; depreciation and amortization. We present EBITDA as a supplemental performance
measure because we believe that it facilitates operating performance comparisons from period to period and
company to company by backing out potential differences caused by variations in capital structure (most
particularly affecting our interest expense given our recently incurred significant debt), tax positions (such as the
impact on periods or companies of changes in effective tax rates or net operating losses or, most recently, our
provision for tax expenses) the age of, and depreciation expenses associated with, fixed assets (affecting relative
depreciation expense and, until December 31, 2003, the effects of adjusting for changes in the general purchasing
power of the Israeli currency as discussed above). EBITDA should not be considered in isolation or as a substitute
for operating income or other statement of operations or cash flow data prepared in accordance with GAAP as a
measure of our profitability or liquidity. EBITDA does not take into account our debt service requirements and
other commitments, including capital expenditures, and, accordingly, is not necessarily indicative of amounts that
may be available for discretionary uses. In addition, EBITDA, as presented in this prospectus, may not be
comparable to similarly titled measures reported by other companies due to differences in the way that these
measures are calculated.

     The following is a reconciliation of net income to EBITDA:

Nine Months
Ended

Year Ended December 31, September 30,

2001 2002 2003 2004 2005 2005 2006

(In NIS millions)
Net income 575 419 431 617 483 418 390
Financial expense (income), net 15 5 216 45 (24) (13) 128
Other expenses (income) (6) 5 (1) (1) 11 10 1
Income taxes 288 266 245 292 232 201 243
Depreciation and amortization 832 957 999 961 941 704 667

EBITDA 1,704 1,652 1,890 1,914 1,643 1,320 1,429

(4) Subscriber data refer to active subscribers. Until June 30, 2006, we had a three-month method of calculating our
subscriber base, which means that we deduct subscribers from our subscriber base after three months of no
revenue generation or activity on our network by or in relation to both the post-paid and pre-paid subscriber. We
now believe that waiting six months to deduct subscribers is preferable since many subscribers that were inactive
for three months become active again before the end of six months. As a result, commencing July 1, 2006, we
adopted a six-month method of calculating our subscriber base, but have not restated our prior subscriber data
presented in this table to reflect this change. The six-month method is, to the best of our knowledge, consistent
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with the methodology used by other cellular providers in Israel. This change in methodology resulted in an
increase of our number of reported subscribers by approximately 80,000 compared to the prior methodology and
affected our other key performance indicators accordingly.
We also revised our subscriber calculation methodology in 2003 and 2005 but in each case have not restated prior
subscriber data to conform to the new presentation. We estimate that the change in methodology in 2003 led to a
decrease in our reported subscriber numbers of approximately 300,000 and the change in methodology in 2005 led
to an increase in our reported subscriber numbers of approximately 84,000.

(5) Churn rate is defined as the total number of voluntary and involuntary permanent deactivations in a given period
expressed as a percentage of the number of subscribers at the beginning of the period. Involuntary permanent
deactivations relate to subscribers who have failed to pay their arrears for the period of six consecutive months.
Voluntary permanent deactivations relate to subscribers who terminated their use of our services.

(6) Average monthly revenue per subscriber (ARPU) is calculated by dividing revenues from cellular services for the
period by the average number of subscribers during the period and by dividing the result by the number of months
in the period. Revenues from inbound roaming services are included even though the number of subscribers in the
equation does not include the users of those roaming services. Inbound roaming services are included because
ARPU is meant to capture all service revenues generated by a cellular network, including roaming services.
Revenues from sales of extended warranties are included because they represent recurring revenues generated by
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subscribers, but revenues from sales of handsets, repair services and transmission services are not. We, and
industry analysts, treat ARPU as a key performance indicator of a cellular operator because it is the closest
meaningful measure of the contribution to service revenues made by an average subscriber.

     We have set out below the calculation of ARPU for each of the periods presented:

Nine Months Ended
September 30,

Year Ended December 31,
2006

2001 2002 2003 2004 2005 2005 2006 (In $)

(In NIS millions, except number of subscribers and months)
Revenues 4,960 5,135 5,261 5,600 5,114 3,845 4,191 974
less revenues
from
equipment
sales 286 502 498 646 565 406 477 111
less other
revenues* 11 10 22 21 38 26 43 10
adjustments
to the Israeli
CPI** 226 (32) (62) � � � � �

Revenues
used in ARPU
calculation (in
NIS millions) 4,437 4,655 4,803 4,933 4,511 3,413 3,671 853
Average
number of
subscribers 2,091,937 2,336,264 2,477,316 2,368,919 2,489,453 2,467,596 2,675,807 2,675,807
Months
during period 12 12 12 12 12 9 9 9
ARPU (in
NIS, per
month) 177 166 162 174 151 154 152 35

* Other revenues includes revenues from repair services and transmission services.
** Pursuant to Israeli GAAP, until December 31, 2003, we prepared our financial statements on the basis of

historical cost adjusted for the changes in the general purchasing power of Israeli currency, the NIS, based
upon changes in the Israeli CPI. We reverse these adjustments in presenting ARPU.

If the change in methodology of calculating our subscriber base had not changed in July 2006, ARPU for the nine
months ended September 30, 2006 would have been NIS 154, which is equal to ARPU for the corresponding period in
2005.
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OPERATING AND FINANCIAL REVIEW AND PROSPECTS
 The following operating and financial review and prospects should be read in conjunction with �Selected

Consolidated Financial Data� and our consolidated financial statements and accompanying notes appearing
elsewhere in this prospectus. Our financial statements have been prepared in accordance with Israeli Generally
Accepted Accounting Principles, or Israeli GAAP, which differ in certain respects from U.S. Generally Accepted
Accounting Principles, or U.S. GAAP. Note 28 to the audited consolidated financial statements provides a description
of the principal differences between Israeli GAAP and U.S. GAAP, as they relate to us, a reconciliation to U.S. GAAP
of income and total shareholders� equity, a description of how operating income under U.S. GAAP was determined, a
condensed financial statement of cash flows under U.S. GAAP and U.S. GAAP supplementary information.

 Pursuant to Israeli GAAP, until December 31, 2003, we prepared our financial statements on the basis of
historical cost adjusted for the changes in the general purchasing power of Israeli currency, the NIS, based upon
changes in the Israeli consumer price index. Accordingly, among other things, non-monetary items (such as fixed
assets) were adjusted based on the changes in the Israeli CPI from the Israeli CPI published for the month in which
the transaction relating to the asset took place up to the Israeli CPI at the date of the balance sheet. Starting
January 1, 2004, the adjustment of financial statements for the impact of the changes in the purchasing power of the
Israeli currency was discontinued. The adjusted amounts included in the financial statements as of December 31,
2003 constitute the starting point for the nominal financial report as of January 1, 2004. Any additions made from
January 1, 2004 are included at their nominal values.

 This discussion contains forward-looking statements. We have based these forward-looking statements on our
current expectations and projections about future events. Our actual results may differ materially from those
anticipated in these forward-looking statements as a result of many important factors, including those set forth under
�Risk Factors� and elsewhere in this prospectus.
Overview

General
      We are the leading provider of cellular communications services in Israel in terms of number of subscribers,
revenues and EBITDA as of September 30, 2006, providing services to approximately 2.8 million subscribers in Israel
with an estimated market share of 34.4%.
      We earn revenues and generate our primary sources of cash by offering a broad range of cellular services through
our network covering substantially all of the populated territory of Israel. These services include basic and advanced
cellular telephone services, text and multimedia messaging services and advanced cellular content and data services.
We also provide international roaming services to our subscribers in 167 countries as of September 30, 2006 as well
as to subscribers of foreign networks visiting Israel. We offer our subscribers a wide selection of handsets of various
leading global manufacturers as well as extended warranty services. We have an advanced 1,300 kilometer fiber-optic
transmission infrastructure. Together with our complementary microwave-based infrastructure, our fiber-optic
infrastructure connects the majority of our cell sites with the remainder connected using supplemental transmission
capacity leased from Bezeq, the incumbent landline operator. Having our own transmission network enables us to
save substantial operating cash lease costs that would be associated with complete reliance on Bezeq�s infrastructure,
although these savings are partially offset by maintenance costs and microwave spectrum fees. It also allows us to sell
transmission and data services to business customers and telecommunications operators. In April 2006, we received a
license to provide landline telephone services in Israel as well and we began to offer these services to selected
businesses in July 2006. While we expect landline telephone services to be a future growth opportunity, we do not
expect material revenues from these services in 2006 or 2007.
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      Our management evaluates our performance through focusing on our key performance indicators: number of
subscribers, churn rate, average minutes of usage per subscriber, or MOU, average revenue per subscriber, or ARPU,
EBITDA (as defined in �� Results of Operations�) and operating income. These key performance indicators are primarily
affected by the competitive and regulatory landscape in which we operate and our ability to adapt to the challenges
posed. We have modified our process for calculating our number of subscribers at various times in the past. This
modification impacts the comparability of our subscriber count and other key performance indicators.
      Our competitive landscape is characterized by a highly penetrated cellular market. Competition is intense and
attracting new subscribers and retaining existing subscribers has become increasingly difficult and costly. The
competition in our market is expected to increase further as a result of the implementation of number portability,
which is likely to occur during 2007, as it will remove a deterrent to switching providers. In the past our revenue
growth has largely resulted from growth in the overall market. Going forward, however, we intend to drive revenue
growth primarily by: maintaining and enhancing our strong brand; retaining our existing subscribers; growing our
ARPU by offering new and advanced services as well as increasing our content and roaming revenues; and attracting
new subscribers, mainly from other cellular operators. In particular, in addition to being an important factor in
selecting a cellular provider, we believe that content and other value-added services are a potential growth engine for
increasing revenues. With the full launch in the third quarter of 2006 of our advanced content services, based on 3.5G
HSDPA technology, we have already started to execute our growth strategy in this area.
      The cellular industry is primarily regulated by the Ministry of Communications. See �Regulatory Matters.� While
our pricing is not generally regulated, certain of our rates are subject to regulation. In particular, the reduction of
interconnect tariffs by the Ministry of Communications in March 2005 and March 2006, which will continue through
2008, has adversely affected our results and requires us to find alternative sources of revenues to compensate for these
reductions. Further, commencing January 1, 2009, the basic airtime charging unit, as well as the interconnect tariff
unit, will decrease from the current 12-second basic charging unit to a one-second basic charging unit. We are
implementing various measures to reduce the impact of this change on our operating results including by offering
attractive calling plans based on other charging units, while allowing customers to switch to a basic (one-second) unit
calling plan, as our license currently permits us to do. Finally, in November 2006, the licenses of Israeli cellular
operators, including us, were amended with respect to the pricing method of calls that terminate in the voice mail of
cellular subscribers. This amendment will come into effect in January 2007. Management believes that if the
amendment had come into effect as of January 1, 2006, its effect on an annual basis in 2006, based upon September
2006 data, would have been to decrease our annual revenue and net income by NIS 70 million and NIS 40-45 million,
respectively.
      The construction and operation of our cell sites and other transmission facilities are highly regulated and require us
to obtain various consents and permits. See �Regulatory Matters � Permits for Cell Site Construction.� We have
experienced difficulties in obtaining some of these consents and permits, particularly in obtaining building permits for
cell sites from local planning and building authorities. See �Risk Factors � We may not be able to obtain permits to
construct and operate cell sites.� However, even though 27 cell sites are currently the subject of criminal proceedings
(with eight cell sites subject to demolition orders), we do not expect that the demolition of these facilities would have
a material impact on our results of operations and financial condition. We are also monitoring the consultation process
with respect to the draft Non-Ionizing Radiation Regulations published by the Ministry of Environmental Protection in
November 2006. However, until the process is complete and final draft regulations are proposed, we will not be in a
position to assess their potential impact on our results of operations and
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financial condition. Moreover, if we are unable to obtain or renew building or other consents and permits for our
existing sites or other facilities, we will be required to demolish or relocate these cell sites and facilities. Our inability
to relocate cell sites or other facilities in a timely manner could adversely affect our existing network resulting in the
loss of subscribers, prevent us from meeting the network coverage and quality requirements contained in our license
and adversely impact our network build-out, all of which may have a material adverse result on our results of
operations and financial condition.
      Our profitability is also affected by other factors, including changes in our cost of revenues and selling, general
and administrative expenses, including depreciation, and finance expenses.
      Following the acquisition by IDB of a majority interest in us in September 2005, IDB brought in a new
management team, including Ami Erel, the Chairman of our Board of Directors, who had been President and CEO of
Bezeq, Amos Shapira, our Chief Executive Officer who has been chief executive officer of Kimberly-Clark�s Israeli
subsidiary and of El Al Airlines, and Tal Raz, our Chief Financial Officer, one of the founders and formerly a director
of Partner, one of our principal competitors. Our new management team has already implemented a series of
initiatives to drive growth, including the continued enhancement of our distinctive brand, greater focus on customer
service and new sales campaigns, including the launch of new content services. In addition, from September 2005 to
September 2006, our new management�s cost-reduction efforts involved the reduction of our overall workforce,
including higher-cost temporary workers, by over 2%, primarily through the elimination of over 16% of non-customer
facing positions. This streamlining has improved our operating cost structure and reduced our general and
administrative expenses. Following implementation of these initiatives, our revenues and operating income increased
by approximately 9% and 24%, respectively, and our general and administrative expenses decreased by 5%, in the
first nine months of 2006 compared to the first nine months of 2005. Notwithstanding these savings and management�s
continued focus on cost cutting initiatives, we expect that selling expenses will continue to increase as a result of sales
commissions paid for new subscribers and increased marketing efforts. Further, the higher cost of 3G enabled
handsets to support our advanced content and data services may increase the costs related to both subscriber
acquisition and subscriber retention.
      Our results are also impacted by currency fluctuations. While substantially all of our revenues are denominated in
NIS, for the nine months ended September 30, 2006, approximately 27% of cash outflow was denominated in, or
linked to, other currencies, mainly U.S. dollars. These payments included capital expenditures, cell site rental fees,
payments to equipment suppliers and, in 2006, payments of principal and interest on our credit facility. Changes to the
Israeli CPI, may also impact our results as our debentures and some of our expenses are linked to the Israeli CPI. Any
devaluation of the NIS against the U.S. dollar or other non-NIS currencies will therefore increase the NIS cost of our
expenses that are not denominated in NIS or are linked to those currencies and any increase in the Israeli CPI will
increase the financial expenses associated with our debentures. We enter into derivative instruments to mitigate the
effect of the various market risks associated with these expenses. See �� Quantitative and Qualitative Disclosures About
Market Risk.�
      Further, we incurred significant debt in late 2005 and in the first half of 2006, which will increase our financial
expenses compared to historical results. We issued approximately NIS 2.0 billion of two series of debentures which
bear interest at the rates of 5.0% and 5.3% and are linked to the Israeli CPI. In addition, in March 2006, we entered
into an unsecured syndicated facility agreement with a number of Israeli and international banks arranged by Citibank
N.A. and Citibank International plc, which provides for a term loan of $280 million and a revolving credit facility of
up to $70 million. In April 2006, we converted part of the outstanding dollar loan into an NIS loan. See �� Liquidity and
Capital Resources � Debt service.�
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      In February 2006, our Board of Directors adopted a policy to distribute at least 75% of our net income as
determined under Israeli GAAP as dividends, subject to compliance with applicable law, our license and contractual
obligations (which currently limit distribution of dividends) and so long as the distribution would not be detrimental to
our cash needs or any plans approved by our Board of Directors. During the first nine months of 2006, we distributed
cash dividends in the aggregate amount of NIS 3.83 billion. Prior to 2006, we had not distributed dividends since our
inception. See �Dividend Policy� and �� Liquidity and Capital Resources � Dividend payments.� In the future, however, our
Board of Directors may determine that our cash needs for debt service, capital expenditures or operations may
increase and that it would not be prudent to distribute dividends.
      Our majority shareholder, DIC, has agreed with some of our other shareholders to endeavor to cause us to
undertake an initial public offering by 2009. We have now decided to become a public company and list our ordinary
shares on the New York Stock Exchange to take advantage of the equity and debt capital raising opportunities
available to a public company in a deep and liquid capital market, to have the ability to use equity based compensation
schemes as a tool to incentivize management to generate positive operating results and to provide access to certain of
our shareholders to exercise their rights under the registration rights agreement.

New Israeli accounting standard affecting measurement of fixed assets
      In September 2006, the Israeli Accounting Standards Board published Israeli Accounting Standard No. 27,
�Property, plant and equipment� which prescribes rules for the presentation, measurement and recognition of fixed
assets and related disclosure. Starting January 1, 2007, when this new standard takes effect, we will retroactively
separate each individual material component of our network that has an estimated useful life that differs from the
dominant asset within the network, mainly transmission equipment such as fiber-optic cables and infrastructure. Then,
each component will be retroactively depreciated over its own useful life. The retroactive application of this standard
is expected to increase our retained earnings as of January 1, 2007 by approximately NIS 280 million and to have the
following effect on our results of operations for all of the periods reported herein.

Year Ended Nine Months Ended
December 31, September 30,

2003 2004 2005 2005 2006

(Unaudited)
(In NIS millions)

Decrease in depreciation expense 46 46 52 39 38
Decrease (increase) in deferred tax expense (17) (4) (2) 2 7
Decrease in capital gain � � (2) (2) (3)
Increase in net income 29 42 48 39 28
Increase in basic and diluted earnings per ordinary shares 0.30 0.43 0.49 0.40 0.29

      It is also expected to have a significant effect on our results of operations for future periods. See �� New Accounting
Standards � Israeli Accounting Standard No. 27, �Property, plant and equipment�.�

Adoption of International Financial Reporting Standards
      In July 2006, the Israeli Accounting Standards Board published Israeli Accounting Standard No. 29, �Adoption of
International Financial Reporting Standards.� The Standard provides that entities that are required to report pursuant to
the Israeli Securities Law, 1968 are to prepare their financial statements for periods beginning as and from January 1,
2008 according to International Financial Reporting Standards, or IFRS. As we are required to report under the
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Securities Law as a result of the listing of our debentures on the Tel Aviv Stock Exchange, we will adopt IFRS as our
financial reporting standard in 2008. As part of this adoption, we intend to include certain balance sheet data as of
December 31, 2007, and income statement data for the year then ended, that will have been prepared according to the
recognition, measurement and presentation principles of IFRS in our annual financial statements for December 31,
2007.

2006 Share Incentive Plan
Additionally, many aspects of these regulations are currently the subject of judicial proceedings and administrative or
legislative proposals.  In March 2010, the FCC submitted its National Broadband Plan to Congress and announced its
intention to initiate approximately 40 rulemakings addressing a host of issues related to the delivery of broadband
services, including video, data, VoIP and other services. The broad reach of these rulemakings could ultimately
impact the environment in which we operate. On December 21, 2010, the FCC enacted new “net neutrality” rules,
regulating the provision of broadband Internet access.  There are also ongoing efforts to amend or expand the federal,
state, and local regulation of some of our cable systems, which may compound the regulatory risks we already face,
and proposals that might make it easier for our employees to unionize.  For example, Congress and various federal
agencies are now considering adoption of significant new privacy restrictions, including new restrictions on the use of
personal and profiling information for behavioral advertising.  In response to recent global data breaches, malicious
activity and cyber threats, as well as the general increasing concerns regarding the protection of consumers’ personal
information, Congress is considering the adoption of new data security and cybersecurity legislation that could result
in additional network and information security requirements for our business.  In the event of a data breach or cyber
attack, these new laws, as well as existing legal and regulatory obligations, could require significant expenditures to
remedy any such breach or attack.   In addition, the Twenty-First Century Communications and Video Accessibility
Act of 2010, which the FCC is now in the process of implementing, includes various provisions intended to ensure
communications services are accessible to people with disabilities.  Certain states and localities are considering new
cable and telecommunications taxes that could increase operating expenses.

Our cable system franchises are subject to non-renewal or termination. The failure to renew a franchise in one or more
key markets could adversely affect our business.

Our cable systems generally operate pursuant to franchises, permits, and similar authorizations issued by a state or
local governmental authority controlling the public rights-of-way.  Many franchises establish comprehensive facilities
and service requirements, as well as specific customer service standards and monetary penalties for
non-compliance.  In many cases, franchises are terminable if the franchisee fails to comply with significant provisions
set forth in the franchise agreement governing system operations.  Franchises are generally granted for fixed terms and
must be periodically renewed.  Franchising authorities may resist granting a renewal if either past performance or the
prospective operating proposal is considered inadequate.  Franchise authorities often demand concessions or other
commitments as a condition to renewal.  In some instances, local franchises have not been renewed at expiration, and
we have operated and are operating under either temporary operating agreements or without a franchise while
negotiating renewal terms with the local franchising authorities.

The traditional cable franchising regime is currently undergoing significant change as a result of various federal and
state actions.  Some of the new state franchising laws do not allow us to immediately opt into favorable statewide
franchising.   In many cases, state franchising laws, and their varying application to us and new video providers, will
result in less franchise imposed requirements for our competitors, who are new entrants, than for us until we are able
to opt into the applicable state franchise.

We cannot assure you that we will be able to comply with all significant provisions of our franchise agreements and
cer ta in  of  our  f ranchisors  have f rom t ime to  t ime a l leged that  we have not  compl ied  wi th  these
agreements.  Additionally, although historically we have renewed our franchises without incurring significant costs,

Edgar Filing: Cellcom Israel Ltd. - Form 424B1

Table of Contents 51



we cannot assure you that we will be able to renew, or to renew as favorably, our franchises in the future.  A
termination of or a sustained failure to renew a franchise in one or more key markets could adversely affect our
business in the affected geographic area.
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Our cable system franchises are non-exclusive. Accordingly, local and state franchising authorities can grant
additional franchises and create competition in market areas where none existed previously, resulting in overbuilds,
which could adversely affect results of operations.

Our cable system franchises are non-exclusive.  Consequently, local and state franchising authorities can grant
additional franchises to competitors in the same geographic area or operate their own cable systems.  In some cases,
local government entities and municipal utilities may legally compete with us without obtaining a franchise from the
local franchising authority.  In addition, certain telephone companies are seeking authority to operate in communities
without first obtaining a local franchise.  As a result, competing operators may build systems in areas in which we
hold franchises.

In a series of recent rulemakings, the FCC adopted new rules that streamline entry for new competitors (particularly
those affiliated with telephone companies) and reduce franchising burdens for these new entrants.  At the same time, a
substantial number of states recently have adopted new franchising laws principally designed to streamline entry for
new competitors, and the franchising laws often provide advantages for these new entrants that are not immediately
available to existing operators.  

Local franchise authorities have the ability to impose additional regulatory constraints on our business, which could
further increase our expenses.

In addition to the franchise agreement, cable authorities in some jurisdictions have adopted cable regulatory
ordinances that further regulate the operation of cable systems.  This additional regulation increases the cost of
operating our business.  Local franchising authorities may impose new and more restrictive requirements.  Local
franchising authorities who are certified to regulate rates in the communities where they operate generally have the
power to reduce rates and order refunds on the rates charged for basic service and equipment.

Tax legislation and administrative initiatives or challenges to our tax positions could adversely affect our results of
operations and financial condition. 

We operate cable systems in locations throughout the United States and, as a result, we are subject to the tax laws and
regulations of federal, state and local governments. From time to time, various legislative and/or administrative
initiatives may be proposed that could adversely affect our tax positions. There can be no assurance that our effective
tax rate or tax payments will not be adversely affected by these initiatives. As a result of state and local budget
shortfalls due primarily to the recession as well as other considerations, certain states and localities have imposed or
are considering imposing new or additional taxes or fees on our services or changing the methodologies or base on
which certain fees and taxes are computed. Such potential changes include additional taxes or fees on our services
which could impact our customers, combined reporting and other changes to general business taxes, central/unit-level
assessment of property taxes and other matters that could increase our income, franchise, sales, use and/or property tax
liabilities. In addition, federal, state and local tax laws and regulations are extremely complex and subject to varying
interpretations. There can be no assurance that our tax positions will not be challenged by relevant tax authorities or
that we would be successful in any such challenge.

Further regulation of the cable industry could cause us to delay or cancel service or programming enhancements, or
impair our ability to raise rates to cover our increasing costs, resulting in increased losses.

Currently, rate regulation is strictly limited to the basic service tier and associated equipment and installation
activities.  However, the FCC and Congress continue to be concerned that cable rate increases are exceeding
inflation.  It is possible that either the FCC or Congress will further restrict the ability of cable system operators to
implement rate increases.  Should this occur, it would impede our ability to raise our rates.  If we are unable to raise
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There has been legislative and regulatory interest in requiring cable operators to offer historically combined
programming services on an á la carte basis.  It is possible that new marketing restrictions could be adopted in the
future. Such restrictions could adversely affect our operations.
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Actions by pole owners might subject us to significantly increased pole attachment costs.

Pole attachments are cable wires that are attached to utility poles.  Cable system attachments to investor-owned public
utility poles historically have been regulated at the federal or state level, generally resulting in favorable pole
attachment rates for attachments used to provide cable service.  In contrast, utility poles owned by municipalities or
cooperatives are not subject to federal regulation and are generally exempt from state regulation.  On April 7, 2011,
the FCC amended its pole attachment rules to promote broadband deployment.  The new order (the "Order") maintains
the basic rate formula applicable to "cable" attachments in the 30 states directly subject to FCC regulation, but reduces
the rate formula previously applicable to "telecommunications" attachments to make it roughly equivalent to the cable
attachment rate.  Although the Order maintains the status quo treatment of cable-provided VoIP service as an
unclassified service eligible for the favorable cable rate, there is still some uncertainty in this area.  The Order also
allows for new penalties in certain cases involving unauthorized attachments that could result in additional costs for
cable operators.  The new Order overall strengthens the cable industry's ability to access investor-owned utility poles
on reasonable rates, terms and conditions.  Electric utilities, however, have filed Petitions for Reconsideration at the
FCC and Petitions for Review in the D.C. Circuit Court of Appeals seeking to modify or overturn the FCC’s
Order.  Charter and other cable operators have intervened in the court proceeding.

Increasing regulation of our Internet service product could adversely affect our ability to provide new products and
services.

In August 2005, the FCC issued a nonbinding policy statement identifying four principles it deemed necessary to
ensure continuation of an “open” Internet that is not unduly restricted by network “gatekeepers.”  In August 2008, the FCC
issued an order concerning one Internet network management practice in use by another cable operator, effectively
treating the four principles as rules and ordering a change in that operator’s network management practices. On April 6,
2010, the United States Court of Appeals for the D.C. Circuit concluded that the FCC lacked jurisdictional authority
and vacated the FCC’s 2008 order. On December 21, 2010, the FCC responded by enacting new “net neutrality” rules
based on three core principles of: (1) transparency, (2) no blocking, and (3) no unreasonable discrimination. The
“transparency” rule requires broadband Internet access providers to disclose applicable terms, performance, and network
management practices to consumers and third party users. The “no blocking” rule restricts Internet access providers
from blocking lawful content, applications, services, or devices. The “no unreasonable discrimination” rule prohibits
Internet access providers from engaging in unreasonable discrimination in transmitting lawful traffic. The new rules
will permit broadband service providers to exercise “reasonable network management” for legitimate management
purposes, such as management of congestion, harmful traffic, and network security. The rules will also permit
usage-based billing, and permit broadband service providers to offer additional specialized services such as
facilities-based IP voice services, without being subject to restrictions on discrimination. These rules do not become
effective until 60 days following the announcement in the Federal Register of the Office of Management and Budget’s
decision regarding the information collection requirements associated with the new rules.  The Office of Management
and Budget did not commence its proceeding regarding the proposed requirements until early July 2011.  Assuming
they become effective, the FCC will enforce these rules based on case-by-case complaints. Although the new rules
encompass both wireline providers (like us) and wireless providers, the rules are less stringent with regard to wireless
providers. The FCC premised the new “net neutrality” rules on its Title I and ancillary jurisdiction.  An initial appeal
filed by Verizon was rejected by the court on procedural grounds, but it is expected that Verizon will refile in due
course.  A legislative review is also possible. The FCC’s new rules, if they withstand such challenges, as well as any
additional legislation or regulation, could impose new obligations and restraints on high-speed Internet providers. Any
such rules or statutes could limit our ability to manage our cable systems to obtain value for use of our cable systems
and respond to operational and competitive challenges.

Changes in channel carriage regulations could impose significant additional costs on us.
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Cable operators also face significant regulation of their channel carriage.  We can be required to devote substantial
capacity to the carriage of programming that we might not carry voluntarily, including certain local broadcast signals;
local public, educational and government access (“PEG”) programming; and unaffiliated, commercial leased access
programming (required channel capacity for use by persons unaffiliated with the cable operator who
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desire to distribute programming over a cable system).    Under FCC regulations, most cable systems are currently
required to offer both an analog and digital version of local broadcast signals.  This burden could increase further if
we are required to carry multiple programming streams included within a single digital broadcast transmission
(multicast carriage) or if our broadcast carriage obligations are otherwise expanded.  Pursuant to recent copyright
legislation, the Copyright Office and the General Accounting Office are now conducting proceedings exploring the
feasibility of phasing out the compulsory copyright license through which cable systems have retransmitted broadcast
programming since 1976.  At the same time, the cost that cable operators face to secure retransmission consent
(separate from copyright authority) for the carriage of popular broadcast stations is increasing significantly.  The FCC
also adopted new commercial leased access rules (currently stayed while under appeal) which dramatically reduce the
rate we can charge for leasing this capacity and dramatically increase our associated administrative burdens.  The FCC
recently adopted amendments, and is currently considering additional amendments, to its program carriage rules that
provide additional rights to programmers dissatisfied with their carriage arrangements with cable and satellite
companies to pursue complaints against these companies at the FCC.  These regulatory changes could disrupt existing
programming commitments, interfere with our preferred use of limited channel capacity, increase our programming
costs, and limit our ability to offer services that would maximize our revenue potential.  It is possible that other legal
restraints will be adopted limiting our discretion over programming decisions.

Offering voice communications service may subject us to additional regulatory burdens, causing us to incur additional
costs.

We offer voice communications services over our broadband network and continue to develop and deploy VoIP
services.  The FCC has declared that certain VoIP services are not subject to traditional state public utility
regulation.  The full extent of the FCC preemption of state and local regulation of VoIP services is not yet clear.
Expanding our offering of these services may require us to obtain certain additional authorizations.  We may not be
able to obtain such authorizations in a timely manner, or conditions could be imposed upon such licenses or
authorizations that may not be favorable to us.  The FCC has extended certain traditional telecommunications carrier
requirements, such as E911, Universal Service fund collection, CALEA, Customer Proprietary Network Information,
number porting and telephone relay requirements to many VoIP providers such as us.  There is a pending FCC
proposal that might extend new inter-carrier compensation rules to VoIP traffic.  Within the next year, the FCC is
likely to change the rules that govern intercarrier compensation payments that Charter pays to other carriers to have
calls terminated to their local telephone subscribers, and that Charter receives from other carriers to terminate calls
made to Charter telephone subscribers.  It is expected that intercarrier compensation revenues and expenses would
both decline as a result of reform, but we cannot predict with certainty the details of these new rules and the extent to
which it could affect Charter's revenues and expenses for its telephone services. Telecommunications companies
generally are subject to other significant regulation which could also be extended to VoIP providers.  If additional
telecommunications regulations are applied to our VoIP service, it could cause us to incur additional costs.
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SELECTED HISTORICAL CONSOLIDATED FINANCIAL DATA

The following tables present summary financial and other data for Charter and its subsidiaries and has been derived
from (i) the audited consolidated financial statements of Charter and its subsidiaries for the year ended December 31,
2010 (Successor Company), the one month ended December 31, 2009 (Successor Company), the eleven months ended
November 30, 2009 (Predecessor Company), and for each of the years in the three year period ended December 31,
2008 (Predecessor Company), incorporated by reference in this prospectus, which have been audited by KPMG LLP,
an independent registered public accounting firm, and (ii) the unaudited condensed consolidated financial statements
of Charter and its subsidiaries for the six months ended June 30, 2011 (Successor Company) and 2010 (Successor
Company), incorporated by reference in this prospectus.  The following information should be read in conjunction
with “Management’s Discussion and Analysis of Financial Condition and Results of Operations,” and the historical
consolidated financial statements and related notes.

Predecessor Successor

Year Ended December 31,

Eleven
Months Ended
November 30,

One Month
Ended

December 31,
Year Ended

December 31, Six Months Ended June 30,
2006 (a)(b) 2007(a) 2008(a) 2009 2009 2010 2010 2011

Statement of
Operations
  Data:
Revenues $5,504 $6,002 $6,479 $6,183 $572 $7,059 $3,506 $3,561
Operating income
(loss) from
  continuing
operations $367 $548 $(614 ) $(1,063 ) $84 $1,024 $505 $539
Interest expense,
net $(1,901 ) $(1,861 ) $(1,905 ) $(1,020 ) $(68 ) $(877 ) $(423 ) $(474 )
Income (loss)
from continuing
  operations
before income
  taxes $(1,479 ) $(1,318 ) $(2,550 ) $9,748 $10 $ 58 $45 $(57 )
Net income (loss)
– Charter
  shareholders $(1,454 ) $(1,534 ) $(2,451 ) $11,364 $2 $(237 ) $(57 ) $(217 )
Basic earnings
(loss) from
  continuing
operations per
  common share $(5.03 ) $(4.17 ) $(6.56 ) $30.00 $0.02 $(2.09 ) $(0.51 ) $(1.95 )
Diluted earnings
(loss) from
  continuing
operations per
  common share $(5.03 ) $(4.17 ) $(6.56 ) $12.61 $0.02 $(2.09 ) $(0.51 ) $(1.95 )

$(4.38 ) $(4.17 ) $(6.56 ) $30.00 $0.02 $(2.09 ) $(0.51 ) $(1.95 )
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Basic earnings
(loss) per
  common share
Diluted earnings
(loss) per
  common share $(4.38 ) $(4.17 ) $(6.56 ) $12.61 $0.02 $(2.09 ) $(0.51 ) $(1.95 )
Weighted-average
shares
  outstanding,
basic 331,941,788 368,240,608 373,464,920  378,784,231  112,078,089 113,138,461 113,066,173 111,234,155
Weighted-average
shares
  outstanding,
diluted 331,941,788 368,240,608 373,464,920  902,067,116  114,346,861 113,138,461 113,066,173 111,234,155

Balance Sheet
Data (end of
period):
Investment in
cable properties $14,505 $14,123 $12,448 $15,391 $15,027 $15,289 $14,933
Total assets $15,100 $14,666 $13,882 $16,658 $15,707 $16,007 $15,809
Total debt
(including debt
  subject to
compromise) $18,962 $19,903 $21,666 $13,322 $12,306 $12,657 $12,620
Note payable –
related party $57 $65 $75 $-- $-- $-- $--
Temporary equity
(c) $198 $215 $241 $-- $-- $12 $--
Noncontrolling
interest  (d) $-- $-- $-- $2 $-- $-- $--
Charter
shareholders
equity
  (deficit) $(6,119 ) $(7,887 ) $(10,506 ) $1,916 $1,478 $1,632 $1,064

(a)  Years ended December 31, 2008, 2007 and 2006 have been restated to reflect the retrospective application of
accounting guidance for convertible debt with cash settlement features.

(b)  In 2006, we sold certain cable television systems in West Virginia and Virginia to Cebridge Connections,
Inc.  We determined that the West Virginia and Virginia cable systems comprise operations and cash flows that
for
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financial reporting purposes meet the criteria for discontinued operations.  Accordingly, the results of operations for
the West Virginia and Virginia cable systems have been presented as discontinued operations, net of tax, for the year
ended December 31, 2006.

(c)  Temporary equity represents nonvested shares of restricted stock and performance shares issued to employees
and, prior to November 30, 2009, Mr. Allen’s previous 5.6% preferred membership interests in our indirect
subsidiary, CC VIII. Mr. Allen’s CC VIII interest was classified as temporary equity as a result of Mr. Allen’s
previous ability to put his interest to the Company upon a change in control. Mr. Allen has subsequently
transferred his CC VIII interest to Charter pursuant to the Plan. 

(d)  Noncontrolling interest, as of December 31, 2009, represents the fair value of Mr. Allen’s previous 0.19% interest
of Charter Holdco on the Effective Date plus the allocation of income for the month ended December 31,
2009.  On February 8, 2010, Mr. Allen exercised his remaining right to exchange Charter Holdco units for shares
of Charter Class A common stock after which Charter Holdco became 100% owned by Charter.

Comparability of the above information from year to year is affected by acquisitions and dispositions completed by
us.  Upon our emergence from bankruptcy, we adopted fresh start accounting. This resulted in us becoming a new
entity on December 1, 2009, with a new capital structure, a new accounting basis in the identifiable assets and
liabilities assumed and no retained earnings or accumulated losses. Accordingly, the consolidated financial statements
on or after December 1, 2009 are not comparable to the consolidated financial statements prior to that date. The
financial statements for the periods ended prior to November 30, 2009 do not include the effect of any changes in our
capital structure or changes in the fair value of assets and liabilities as a result of fresh start accounting.
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THE EXCHANGE OFFER

Terms of the Exchange Offer

General.  We issued the original notes on January 25, 2011 in a transaction exempt from the registration requirements
of the Securities Act of 1933, as amended.

In connection with the sale of original notes, certain holders of the original notes became entitled to the benefits of the
exchange and registration rights agreement, dated January 25, 2011, among us and the purchasers.

Under the exchange and registration rights agreement, we became obligated to file a registration statement in
connection with an exchange offer and to use our reasonable best efforts to have the exchange offer registration
statement declared effective as soon as practicable following January 25, 2011. The exchange offer being made by this
prospectus, if consummated within the required time periods, will satisfy our obligations under the exchange and
registration rights agreement. This prospectus, together with the letter of transmittal, is being sent to all beneficial
holders of original notes known to us.

Upon the terms and subject to the conditions set forth in this prospectus and in the accompanying letter of transmittal,
we will accept for exchange all original notes properly tendered and not withdrawn on or prior to the expiration date.
We will issue $1,000 principal amount of new notes in exchange for each $1,000 principal amount of outstanding
original notes accepted in the exchange offer. Holders may tender some or all of their original notes pursuant to the
exchange offer.

Based on no-action letters issued by the staff of the Securities and Exchange Commission to third parties, we believe
that holders of the new notes issued in exchange for original notes may offer for resale, resell and otherwise transfer
the new notes, other than any holder that is an affiliate of ours within the meaning of Rule 405 under the Securities
Act of 1933, without compliance with the registration and prospectus delivery provisions of the Securities Act of
1933. This is true as long as the new notes are acquired in the ordinary course of the holders’ business, the holder has
no arrangement or understanding with any person to participate in the distribution of the new notes and neither the
holder nor any other person is engaging in or intends to engage in a distribution of the new notes. A broker-dealer that
acquired original notes directly from us cannot exchange the original notes in the exchange offer. Any holder who
tenders in the exchange offer for the purpose of participating in a distribution of the new notes cannot rely on the
no-action letters of the staff of the Securities and Exchange Commission and must comply with the registration and
prospectus delivery requirements of the Securities Act of 1933 in connection with any resale transaction.

Each broker-dealer that receives new notes for its own account in exchange for original notes, where original notes
were acquired by such broker-dealer as a result of market-making or other trading activities, must acknowledge that it
will deliver a prospectus in connection with any resale of such new notes. See “Plan of Distribution” for additional
information.

We shall be deemed to have accepted validly tendered original notes when, as and if we have given oral or written
notice of the acceptance of such notes to the exchange agent. The exchange agent will act as agent for the tendering
holders of original notes for the purposes of receiving the new notes from the issuers and delivering new notes to such
holders.

If any tendered original notes are not accepted for exchange because of an invalid tender or the occurrence of the
conditions set forth under “— Conditions” without waiver by us, certificates for any such unaccepted original notes will be
returned, without expense, to the tendering holder of any such original notes as promptly as practicable after the
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expiration date.

Holders of original notes who tender in the exchange offer will not be required to pay brokerage commissions or fees
or, subject to the instructions in the letter of transmittal, transfer taxes with respect to the exchange of original
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notes, pursuant to the exchange offer. We will pay all charges and expenses, other than certain applicable taxes in
connection with the exchange offer.

Expiration Date; Extensions; Amendment.  We will keep the exchange offer open for not less than 21 business days,
or longer if required by applicable law, after the date on which notice of the exchange offer is mailed to the holders of
the original notes. The term “expiration date” means the expiration date set forth on the cover page of this prospectus,
unless we extend the exchange offer, in which case the term “expiration date” means the latest date to which the
exchange offer is extended.

In order to extend the expiration date, we will notify the exchange agent of any extension by oral or written notice and
will issue a public announcement of the extension, each prior to 5:00 p.m., New York City time, on the next business
day after the previously scheduled expiration date.

We reserve the right

(a)           to delay accepting any original notes, to extend the exchange offer or to terminate the exchange offer and not
accept original notes not previously accepted if any of the conditions set forth under “— Conditions” shall have occurred
and shall not have been waived by us, if permitted to be waived by us, by giving oral or written notice of such delay,
extension or termination to the exchange agent, or

(b)           to amend the terms of the exchange offer in any manner deemed by us to be advantageous to the holders of
the original notes.

Any delay in acceptance, extension, termination or amendment will be followed as promptly as practicable by oral or
written notice. If the exchange offer is amended in a manner determined by us to constitute a material change, we
promptly will disclose such amendment in a manner reasonably calculated to inform the holders of the original notes
of such amendment. Depending upon the significance of the amendment, we may extend the exchange offer if it
otherwise would expire during such extension period.

Without limiting the manner in which we may choose to make a public announcement of any extension, amendment
or termination of the exchange offer, we will not be obligated to publish, advertise, or otherwise communicate any
such announcement, other than by making a timely release to an appropriate news agency.

Procedures for Tendering

To tender in the exchange offers, a holder must complete, sign and date the letter of transmittal, or a facsimile of the
letter of transmittal and mail or otherwise deliver such letter of transmittal or such facsimile or an agent’s message in
connection with a book entry transfer, together with the original notes and any other required documents. To be
validly tendered, such documents must reach the exchange agent before 5:00 p.m., New York City time, on the
expiration date. Delivery of the original notes may be made by book-entry transfer in accordance with the procedures
described below. Confirmation of such book-entry transfer must be received by the exchange agent prior to the
expiration date.

The term “agent’s message” means a message, transmitted by a book-entry transfer facility to, and received by, the
exchange agent, forming a part of a confirmation of a book-entry transfer, which states that such book-entry transfer
facility has received an express acknowledgment from the participant in such book-entry transfer facility tendering the
original notes that such participant has received and agrees to be bound by the terms of the letter of transmittal and
that we may enforce such agreement against such participant.
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The tender by a holder of original notes will constitute an agreement between such holder and us in accordance with
the terms and subject to the conditions set forth in this prospectus and in the letter of transmittal.

Delivery of all documents must be made to the exchange agent at its address set forth below. Holders may also request
their respective brokers, dealers, commercial banks, trust companies or nominees to affect such tender for such
holders.
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The method of delivery of original notes and the letter of transmittal and all other required documents to the exchange
agent is at the election and risk of the holders. Instead of delivery by mail, it is recommended that holders use an
overnight or hand delivery service. In all cases, sufficient time should be allowed to assure timely delivery to the
exchange agent before 5:00 p.m., New York City time, on the expiration date. No letter of transmittal or original notes
should be sent to us.

There will be no fixed record date for determining registered holders of original notes entitled to participate in the
exchange offer.

Any beneficial holder whose original notes are registered in the name of its broker, dealer, commercial bank, trust
company or other nominee and who wishes to tender should contact such registered holder promptly and instruct such
registered holder to tender on its behalf. If such beneficial holder wishes to tender on its own behalf, such registered
holder must, prior to completing and executing the letter of transmittal and delivering its original notes, either make
appropriate arrangements to register ownership of the original notes in such holder’s name or obtain a properly
completed bond power from the registered holder. The transfer of record ownership may take considerable time.

Signatures on a letter of transmittal or a notice of withdrawal, must be guaranteed by a member firm of a registered
national securities exchange or of the National Association of Securities Dealers, Inc. or a commercial bank or trust
company having an office or correspondent in the United States referred to as an “eligible institution”, unless the
original notes are tendered:

         (a)   by a registered holder who has not completed the box entitled “Special Issuance Instructions” or “Special
Delivery Instructions” on the letter of transmittal; or

         (b)   for the account of an eligible institution.

In the event that signatures on a letter of transmittal or a notice of withdrawal are required to be guaranteed, such
guarantee must be by an eligible institution.

If the letter of transmittal is signed by a person other than the registered holder of any original notes listed therein,
such original notes must be endorsed or accompanied by appropriate bond powers and a proxy which authorizes such
person to tender the original notes on behalf of the registered holder, in each case signed as the name or names of the
registered holder or holders appear on the original notes.

If the letter of transmittal or any original notes or bond powers are signed by trustees, executors, administrators,
guardians, attorneys-in-fact, officers of corporations or others acting in a fiduciary or representative capacity, such
persons should so indicate when signing, and unless waived by us, evidence satisfactory to us of their authority so to
act must be submitted with the letter of transmittal.

All questions as to the validity, form, eligibility, including time of receipt, and withdrawal of the tendered original
notes will be determined by us in our sole discretion, which determination will be final and binding. We reserve the
absolute right to reject any and all original notes not properly tendered or any original notes our acceptance of which,
in the opinion of counsel for us, would be unlawful. We also reserve the right to waive any irregularities or conditions
of tender as to particular original notes. Our interpretation of the terms and conditions of the exchange offers,
including the instructions in the letter of transmittal, will be final and binding on all parties. Unless waived, any
defects or irregularities in connection with tenders of original notes must be cured within such time as we shall
determine. None of us, the exchange agent or any other person shall be under any duty to give notification of defects
or irregularities with respect to tenders of original notes, nor shall any of them incur any liability for failure to give
such notification. Tenders of original notes will not be deemed to have been made until such irregularities have been
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cured or waived. Any original notes received by the exchange agent that are not properly tendered and as to which the
defects or irregularities have not been cured or waived will be returned without cost to such holder by the exchange
agent to the tendering holders of original notes, unless otherwise provided in the letter of transmittal, as soon as
practicable following the expiration date.
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In addition, we reserve the right in our sole discretion to:

  (a)    purchase or make offers for any original notes that remain outstanding subsequent to the expiration date or, as
set forth under “— Conditions,” to terminate the exchange offers in accordance with the terms of the registration rights
agreement; and

  (b)    to the extent permitted by applicable law, purchase original notes in the open market, in privately negotiated
transactions or otherwise.

The terms of any such purchases or offers may differ from the terms of the exchange offer.

By tendering, each holder will represent to us that, among other things,

  (a)    the new notes acquired pursuant to the exchange offers are being obtained in the ordinary course of business of
such holder or other person;

  (b)    neither such holder nor such other person is engaged in or intends to engage in a distribution of the new notes;

  (c)    neither such holder or other person has any arrangement or understanding with any person to participate in the
distribution of such new notes; and

  (d)    such holder or other person is not our “affiliate,” as defined under Rule 405 of the Securities Act of 1933, or, if
such holder or other person is such an affiliate, will comply with the registration and prospectus delivery requirements
of the Securities Act of 1933 to the extent applicable.

We understand that the exchange agent will make a request promptly after the date of this prospectus to establish
accounts with respect to the original notes at The Depository Trust Company for the purpose of facilitating the
exchange offers, and subject to the establishment of such accounts, any financial institution that is a participant in The
Depository Trust Company’s system may make book-entry delivery of original notes by causing The Depository Trust
Company to transfer such original notes into the exchange agent’s account with respect to the original notes in
accordance with The Depository Trust Company’s procedures for such transfer. Although delivery of the original notes
may be effected through book-entry transfer into the exchange agent’s account at The Depository Trust Company, an
appropriate letter of transmittal properly completed and duly executed with any required signature guarantee, or an
agent’s message in lieu of the letter of transmittal, and all other required documents must in each case be transmitted to
and received or confirmed by the exchange agent at its address set forth below on or prior to the expiration date.

Withdrawal of Tenders

Except as otherwise provided in this prospectus, tenders of original notes may be withdrawn at any time prior to
5:00 p.m., New York City time, on the expiration date. However, where the expiration date has been extended, tenders
of original notes previously accepted for exchange as of the original expiration date may not be withdrawn.

To withdraw a tender of original notes in the exchange offer, a written or facsimile transmission notice of withdrawal
must be received by the exchange agent as its address set forth in this prospectus prior to 5:00 p.m., New York City
time, on the expiration date. Any such notice of withdrawal must:

      (a)           specify the name of the depositor, who is the person having deposited the original notes to be withdrawn;
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      (b)           identify the original notes to be withdrawn, including the certificate number or numbers and principal
amount of such original notes or, in the case of original notes transferred by book-entry transfer, the name and number
of the account at The Depository Trust Company to be credited;
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      (c)           be signed by the depositor in the same manner as the original signature on the letter of transmittal by
which such original notes were tendered, including any required signature guarantees, or be accompanied by
documents of transfer sufficient to have the trustee with respect to the original notes register the transfer of such
original notes into the name of the depositor withdrawing the tender; and

      (d)           specify the name in which any such original notes are to be registered, if different from that of the
depositor. All questions as to the validity, form and eligibility, including time of receipt, of such withdrawal notices
will be determined by us, and our determination shall be final and binding on all parties. Any original notes so
withdrawn will be deemed not to have been validly tendered for purposes of the exchange offers and no new notes
will be issued with respect to the original notes withdrawn unless the original notes so withdrawn are validly
retendered. Any original notes which have been tendered but which are not accepted for exchange will be returned to
its holder without cost to such holder as soon as practicable after withdrawal, rejection of tender or termination of the
exchange offers. Properly withdrawn original notes may be retendered by following one of the procedures described
above under “— Procedures for Tendering” at any time prior to the expiration date.

 Conditions

Notwithstanding any other term of the exchange offer, we will not be required to accept for exchange, or exchange,
any new notes for any original notes, and may terminate or amend the exchange offers before the expiration date, if
the exchange offers violate any applicable law or interpretation by the staff of the Securities and Exchange
Commission.

If we determine in our reasonable discretion that the foregoing condition exists, we may:

      (1)            refuse to accept any original notes and return all tendered original notes to the tendering holders;

      (2)            extend the exchange offers and retain all original notes tendered prior to the expiration of the exchange
offers, subject, however, to the rights of holders who tendered such original notes to withdraw their tendered original
notes; or

      (3)           waive such condition, if permissible, with respect to the exchange offers and accept all properly tendered
original notes which have not been withdrawn. If such waiver constitutes a material change to the exchange offers, we
will promptly disclose such waiver by means of a prospectus supplement that will be distributed to the holders, and
we will extend the exchange offers as required by applicable law.

Exchange Agent

The Bank of New York Mellon Trust Company, N.A. has been appointed as exchange agent for the exchange offer.
Completed letters of transmittal and any other documents required in connection with surrenders of original notes for
conversion should be directed to The Bank of New York Mellon Trust Company, N.A. addressed as follows:

The Bank of New York Mellon Trust Company, N.A.
c/o Bank of New York Mellon Corporation

Corporate Trust Operations
Reorganization Unit

101 Barclay Street – 7 East
New York, N.Y. 10286

Attn: Ms. Carolle Montreuil
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For Information by:
Telephone: 212-815-5920

Fax: 212-298-1915

32

Edgar Filing: Cellcom Israel Ltd. - Form 424B1

Table of Contents 70



Information Agent

The Bank of New York Mellon Trust Company, N.A. has been appointed as the information agent for the exchange
offer.  We have agreed to pay the information agent reasonable and customary fees for its services and will reimburse
the information agent for its reasonable out-of-pocket expenses.  Any requests for assistance in connection with the
exchange offer or for additional copies of this prospectus or related materials should be directed to the information
agent at the address set forth on the back cover of this prospectus.

Fees and Expenses

We have agreed to bear the expenses of the exchange offer pursuant to the exchange and registration rights agreement.
We have not retained any dealer-manager in connection with the exchange offer and will not make any payments to
brokers, dealers or others soliciting acceptances of the exchange offer. We, however, will pay the exchange agent and
information agent reasonable and customary fees for their services and will reimburse them for their reasonable
out-of-pocket expenses in connection with providing such services.

The cash expenses to be incurred in connection with the exchange offer will be paid by us. Such expenses include fees
and expenses of The Bank of New York Mellon Trust Company, N.A. as exchange and information agent, accounting
and legal fees and printing costs, among others.

Accounting Treatment

The new notes will be recorded at the same carrying value as the original notes as reflected in our accounting records
on the date of exchange. Accordingly, no gain or loss for accounting purposes will be recognized by us. The expenses
of the exchange offer and the unamortized expenses related to the issuance of the original notes will be amortized over
the term of the notes.

Consequences of Failure to Exchange

Holders of original notes who are eligible to participate in the exchange offer but who do not tender their original
notes will not have any further registration rights, and their original notes will continue to be subject to restrictions on
transfer. Accordingly, such original notes may be resold only

•  to us, upon redemption of these notes or otherwise,

•  so long as the original notes are eligible for resale pursuant to Rule 144A under the Securities Act of 1933, to a
person inside the United States whom the seller reasonably believes is a qualified institutional buyer within the
meaning of Rule 144A in a transaction meeting the requirements of Rule 144A,

•  in accordance with Rule 144 under the Securities Act of 1933, or under another exemption from the registration
requirements of the Securities Act of 1933, and based upon an opinion of counsel reasonably acceptable to us,

•  outside the United States to a foreign person in a transaction meeting the requirements of Rule 904 under the
Securities Act of 1933, or

•  under an effective registration statement under the Securities Act of 1933,

in each case in accordance with any applicable securities laws of any state of the United States.
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Regulatory Approvals

We do not believe that the receipt of any material federal or state regulatory approval will be necessary in connection
with the exchange offer, other than the effectiveness of the exchange offer registration statement under the Securities
Act of 1933.

Other

Participation in the exchange offer is voluntary and holders of original notes should carefully consider whether to
accept the terms and condition of this exchange offer. Holders of the original notes are urged to consult their financial
and tax advisors in making their own decision on what action to take with respect to the exchange offer.
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DESCRIPTION OF NOTES

On January 25, 2011, the Issuers issued $300,000,000 in aggregate principal amount of 7.00% senior notes due 2019
(the "original notes").  The original notes formed a part of the same series as the Issuers' outstanding $1,100,000,000
aggregate principal amount of 7.00% senior notes due 2019 issued on January 11, 2011.   The original notes were
issued pursuant to an indenture, dated January 11, 2011 by and among CCO Holdings, LLC, CCO Holdings Capital
Corp., as Issuers, Charter Communications, Inc., as guarantor, and The Bank of New York Mellon Trust Company,
N.A., as trustee (the "Indenture").

This description of notes relates to the 7.00% senior notes due 2019 (the “Notes”) of CCO Holdings, LLC and CCO
Holdings Capital Corp. In this section, we refer to CCO Holdings, LLC and CCO Holdings Capital Corp., which are
the co-obligors with respect to the Notes, as the Issuers, and we sometimes refer to them each as an “Issuer.” We may
also refer to CCO Holdings, LLC as “CCO Holdings” and Charter Communications, Inc., which is the guarantor of the
Notes, as “CCI.” Such references do not include any subsidiaries of such entities. You can find the definitions of certain
terms used in this description under the subheading “— Certain Definitions.” The definitions of terms set forth in this
section "Description of Notes" shall apply in this section.

The Notes will be issued pursuant to the Indenture under which the Issuers previously issued the original notes.  The
Notes will be issued on terms substantially identical to those of the original notes and vote together as a single class on
any matter submitted to noteholders.  The Notes offered hereby have been registered under the Securities Act of 1933
and, therefore, will not bear legends restricting their transfer.  You will not be entitled to any exchange rights with
respect to the Notes.  The terms of the Notes will include those stated in the Indenture and those made part of this
Indenture by reference to the Trust Indenture Act of 1939.

The following description is a summary of the material provisions of the Indenture with respect to the Notes. It does
not restate the Indenture in its entirety. We urge you to read the Indenture because it, and not this description, defines
your rights as holders of the respective Notes. Copies of the Indenture are available as set forth under “— Additional
Information.”

Brief Description of the Notes

The Notes are:

• general unsecured obligations of the Issuers;

•effectively subordinated in right of payment to any future secured Indebtedness of the Issuers, to the extent of the
value of the assets securing such Indebtedness;

•equal in right of payment to our existing senior notes and any future unsubordinated, unsecured Indebtedness of the
Issuers;

• structurally senior to the outstanding senior notes of CCH II, LLC and CCH II Capital Corp.;

• senior in right of payment to any future subordinated Indebtedness of the Issuers;

•structurally subordinated to all indebtedness and other liabilities (including trade payables) of the Issuers’ subsidiaries,
including indebtedness under the Charter Operating credit facilities and the Charter Operating Entities’ senior second
lien notes; and
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•guaranteed on a senior unsecured basis by CCI (which guarantee is structurally junior to all Indebtedness and
liabilities of all of CCI’s Subsidiaries).

Under the circumstances described below under “— Certain Covenants—Investments,” CCO Holdings will be permitted to
designate Subsidiaries as “Unrestricted Subsidiaries.” Unrestricted Subsidiaries will generally not be subject to the
restrictive covenants in the Indenture.
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Principal, Maturity and Interest

The Notes will be issued in denominations of $2,000 and integral multiples of $1,000 in excess of $2,000. The Notes
will mature on January 15, 2019.

Interest on the Notes will accrue at the rate of 7.00% per annum. Interest will be payable semi-annually in arrears on
January 15 and July 15, commencing on January 15, 2012. The Issuers will make each interest payment to the holders
of record of the Notes on the immediately preceding January 1 and July 1. Interest will be computed on the basis of a
360-day year comprised of twelve 30-day months.

Subject to the limitations set forth under “— Certain Covenants—Incurrence of Indebtedness and Issuance of Preferred
Stock,” the Issuers may issue an unlimited principal amount of Additional Notes under the Indenture. The Notes and
any Additional Notes subsequently issued under the Indenture, will be treated as a single class for all purposes of the
Indenture. For purposes of this description, unless otherwise indicated, references to the Notes include the Notes
issued on the Issue Date and any Additional Notes subsequently issued under the Indenture.

Optional Redemption

At any time prior to January 15, 2014, the Issuers may, on any one or more occasions, redeem up to 35% of the
aggregate principal amount of the Notes at a redemption price equal to 107.000% of the principal amount thereof, plus
accrued and unpaid interest to the redemption date, with the net cash proceeds of one or more Equity Offerings;
provided that

(1) at least 65% of the aggregate principal amount of the Notes (including the existing Notes, the Notes offered hereby
and Additional Notes) remain outstanding immediately after the occurrence of such redemption (excluding Notes held
by the Issuers and their Subsidiaries), and

(2) the redemption must occur within 180 days of the date of the closing of such Equity Offering.

At any time and from time to time prior to January 15, 2014, the Issuers may redeem the outstanding Notes, in whole
or in part, at a redemption price equal to 100% of the principal amount thereof plus accrued and unpaid interest, if
any, on such Notes to the redemption date, plus the Make-Whole Premium.

On or after January 15, 2014, the Issuers may redeem all or a part of the Notes upon not less than 30 nor more than
60 days notice, at the redemption prices (expressed as percentages of principal amount of the Notes) set forth below
plus accrued and unpaid interest thereon, if any, to the applicable redemption date, if redeemed during the
twelve-month period beginning on January 15 of the years indicated below:

Year Percentage 
2014 105.250%
2015 103.500%
2016 101.750%
2017 and thereafter 100.000%

Any redemption or notice of any redemption may, at the Issuers’ discretion, be subject to one or more conditions
precedent, including, but not limited to, completion of an Equity Offering, other offering, issuance of Indebtedness, or
other corporate transaction or event. Notice of any redemption in respect thereof may be given prior to the completion
thereof and may be partial as a result of only some of the conditions being satisfied.
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Repurchase at the Option of Holders

Change of Control

If a Change of Control Triggering Event occurs, each holder of Notes will have the right to require the Issuers to
repurchase all or any part (equal to $2,000 or an integral multiple of $1,000 in excess thereof) of that holder’s Notes
pursuant to a “Change of Control Offer.” In the Change of Control Offer, the Issuers will offer a “Change of Control
Payment” in cash equal to 101% of the aggregate principal amount of the Notes repurchased, plus accrued and unpaid
interest thereon, if any, to the date of purchase.

Within ten days following any Change of Control Triggering Event, the Issuers will mail a notice to each holder (with
a copy to the trustee) describing the transaction or transactions that constitute the Change of Control Triggering Event
and offering to repurchase Notes on a certain date (the “Change of Control Payment Date”) specified in such notice,
pursuant to the procedures required by the Indenture and described in such notice. The Issuers will comply with the
requirements of Rule 14e-1 under the Securities Exchange Act of 1934 or any successor rules, and any other securities
laws and regulations thereunder to the extent such laws and regulations are applicable in connection with the
repurchase of the Notes as a result of a Change of Control Triggering Event. To the extent that the provisions of any
securities laws or regulations conflict with the provisions of this covenant, the Issuers’ compliance with such laws and
regulations shall not in and of itself cause a breach of their obligations under such covenant.

On the Change of Control Payment Date, the Issuers will, to the extent lawful:

(1) accept for payment all Notes or portions thereof properly tendered pursuant to the Change of Control Offer;

(2) deposit with the paying agent an amount equal to the Change of Control Payment in respect of all Notes or
portions thereof so tendered; and

(3) deliver or cause to be delivered to the trustee the Notes so accepted together with an officers’ certificate stating the
aggregate principal amount of Notes or portions thereof being purchased by the Issuers.

The paying agent will promptly mail to each holder of Notes so tendered the Change of Control Payment for such
Notes, and the trustee will promptly authenticate and mail, or cause to be transferred by book entry, to each holder a
new Note equal in principal amount to any unpurchased portion of the Notes surrendered, if any; provided that each
such new Note will be in a principal amount of $2,000 or an integral multiple of $1,000 in excess thereof.

The provisions described above that require the Issuers to make a Change of Control Offer following a Change of
Control will be applicable regardless of whether or not any other provisions of the Indenture are applicable. Except as
described above with respect to a Change of Control, the Indenture will not contain provisions that permit the holders
of the Notes to require that the Issuers repurchase or redeem the Notes in the event of a takeover, recapitalization or
similar transaction.

The Issuers will not be required to make a Change of Control Offer upon a Change of Control Triggering Event if a
third party makes the Change of Control Offer in the manner, at the times and otherwise in compliance with the
requirements set forth in the Indenture applicable to a Change of Control Offer made by the Issuers and purchases all
Notes validly tendered and not withdrawn under such Change of Control Offer.

In the event that holders of not less than 90% of the aggregate principal amount of the outstanding notes accept a
Change of Control Offer and the Issuers purchase all of the notes held by such holders, the Issuers will have the right,
upon not less than 10 nor more than 60 days’ prior notice, given not more than 30 days following the purchase
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pursuant to the Change of Control Offer described above, to redeem all of the notes that remain outstanding following
such purchase at a redemption price equal to the Change of Control Payment plus, to the extent not included in the
Change of Control Payment, accrued and unpaid interest on the notes that remain outstanding, to, but not including,
the date of redemption (subject to the right of holders of record on the relevant record date to receive interest due on
an interest payment date that is on or prior to the redemption date).
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The definition of Change of Control includes a phrase relating to the sale, lease, transfer, conveyance or other
disposition of “all or substantially all” of the assets of CCO Holdings and its Subsidiaries, taken as a whole, or of a
Parent and its Subsidiaries, taken as a whole. Although there is a limited body of case law interpreting the phrase
“substantially all,” there is no precise established definition of the phrase under applicable law. Accordingly, the ability
of a holder of Notes to require the Issuers to repurchase Notes as a result of a sale, lease, transfer, conveyance or other
disposition of less than all of the assets of CCO Holdings and its Subsidiaries, taken as a whole, or of a Parent and its
Subsidiaries, taken as a whole, to another Person or group may be uncertain.

“Ratings Event” means (x) a downgrade by one or more gradations (including gradations within ratings categories as
well as between rating categories) or withdrawal of the rating of the Notes within the Ratings Decline Period by one
or more Rating Agencies (unless the applicable Rating Agency shall have put forth a written statement to the effect
that such downgrade is not attributable in whole or in part to the applicable Change of Control) and (y) the Notes do
not have an Investment Grade Rating from either Rating Agency.

“Change of Control Triggering Event” means the occurrence of both a Change of Control and a Ratings Event.

“Ratings Decline Period” means the period that (i) begins on the earlier of (a) the date of the first public announcement
of the occurrence of a Change of Control and (b) the occurrence of a Change of Control and (ii) ends 90 days
following consummation of such Change of Control; provided that such period shall be extended for so long as the
rating of the Notes, as noted by the applicable Rating Agency, is under publicly announced consideration for
downgrade by the applicable Rating Agency.

Asset Sales

CCO Holdings will not, and will not permit any of its Restricted Subsidiaries to, consummate an Asset Sale unless:

(1) CCO Holdings or such Restricted Subsidiary receives consideration at the time of such Asset Sale at least equal to
the fair market value of the assets or Equity Interests issued or sold or otherwise disposed of;

(2) such fair market value is determined by the Board of Directors of CCO Holdings; and

(3) at least 75% of the consideration therefor received by CCO Holdings or such Restricted Subsidiary is in the form
of cash, Cash Equivalents or readily marketable securities.

For purposes of this provision, each of the following shall be deemed to be cash:

(a) any liabilities (as shown on CCO Holdings’ or such Restricted Subsidiary’s most recent balance sheet) of CCO
Holdings or any Restricted Subsidiary (other than contingent liabilities and liabilities that are by their terms
subordinated to the Notes) that are assumed by the transferee of any such assets pursuant to a customary novation
agreement that releases CCO Holdings or such Restricted Subsidiary from further liability;

(b) any securities, notes or other obligations received by CCO Holdings or any such Restricted Subsidiary from such
transferee that are converted by the recipient thereof into cash, Cash Equivalents or readily marketable securities
within 180 days after receipt thereof (to the extent of the cash, Cash Equivalents or readily marketable securities
received in that conversion);

(c) Productive Assets; and
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(d) any Designated Noncash Consideration received by the Issuers or any Restricted Subsidiary in such Asset Sale
having an aggregate fair market value, taken together with all other Designated Noncash Consideration received
pursuant to this clause (d) that is at that time outstanding, not to exceed the greater of $500 million and 3.0% of Total
Assets, with the fair market value of each item of Designated Noncash Consideration being measured at the time
received and without giving effect to subsequent changes in value.

Within 365 days after the receipt of any Net Proceeds from an Asset Sale, CCO Holdings or a Restricted Subsidiary of
CCO Holdings may apply such Net Proceeds at its option:
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(1) to repay or otherwise retire debt under the Credit Facilities or any other Indebtedness of the Restricted Subsidiaries
of CCO Holdings (other than Indebtedness represented solely by a guarantee of a Restricted Subsidiary of CCO
Holdings); or

(2) to invest in Productive Assets; provided that any such amount of Net Proceeds which CCO Holdings or a
Restricted Subsidiary has committed to invest in Productive Assets within 365 days of the applicable Asset Sale may
be invested in Productive Assets within two years of such Asset Sale.

The amount of any Net Proceeds received from Asset Sales that are not applied or invested as provided in the
preceding paragraph will constitute Excess Proceeds. When the aggregate amount of Excess Proceeds exceeds
$25 million, CCO Holdings will make an Asset Sale Offer to all holders of Notes and all holders of other Indebtedness
that is of equal priority with the Notes containing provisions requiring offers to purchase or redeem with the proceeds
of sales of assets to purchase the maximum principal amount of Notes and such other Indebtedness of equal priority
that may be purchased out of the Excess Proceeds, which amount includes the entire amount of the Net Proceeds. The
offer price in any Asset Sale Offer will be payable in cash and equal to 100% of the principal amount of the subject
Notes plus accrued and unpaid interest, if any, to the date of purchase. If the aggregate principal amount of Notes and
such other Indebtedness of equal priority tendered into such Asset Sale Offer exceeds the amount of Excess Proceeds,
the trustee shall select the Notes and such other Indebtedness of equal priority to be purchased on a pro rata basis.

If any Excess Proceeds remain after consummation of an Asset Sale Offer, then CCO Holdings or any Restricted
Subsidiary thereof may use such remaining Excess Proceeds for any purpose not otherwise prohibited by the
Indenture. Upon completion of any Asset Sale Offer, the amount of Excess Proceeds shall be reset at zero.

Selection and Notice

If less than all of the Notes are to be redeemed at any time, the trustee will select Notes for redemption as follows:

(1) if any Notes are listed, in compliance with the requirements of the principal national securities exchange on which
the Notes are listed; or

(2) if the Notes are not so listed, on a pro rata basis, by lot or by such method as the trustee shall deem appropriate.

No Notes of $2,000 principal amount or less shall be redeemed in part. Notices of redemption shall be mailed by first
class mail at least 30 but not more than 60 days before the redemption date to each holder of Notes to be redeemed at
its registered address. Notices of redemption may not be conditional.

If any Note is to be redeemed in part only, the notice of redemption that relates to that Note shall state the portion of
the principal amount thereof to be redeemed. A new Note in principal amount equal to the unredeemed portion of the
original Note will be issued in the name of the holder thereof upon cancellation of the original Note. Notes called for
redemption become irrevocably due and payable on the date fixed for redemption at the redemption price. On and
after the redemption date, interest ceases to accrue on Notes or portions of them called for redemption.

Certain Covenants

Set forth in this section are summaries of certain covenants contained in the Indenture.

During any period of time that (a) any Notes have Investment Grade Rating from both Rating Agencies and (b) no
Default or Event of Default has occurred and is continuing under the Indenture, CCO Holdings and the Restricted
Subsidiaries of CCO Holdings will not be subject to the provisions of the Indenture described under:
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• “— Repurchase at the Option of Holders—Asset Sales,”

• “— Restricted Payments,”
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• “— Investments,”

• “— Incurrence of Indebtedness and Issuance of Preferred Stock,”

• “— Dividend and Other Payment Restrictions Affecting Subsidiaries,”

• clause (D) of the first paragraph of “— Merger, Consolidation, or Sale of Assets,” and

• “— Transactions with Affiliates.”

If CCO Holdings and its Restricted Subsidiaries are not subject to these covenants for any period of time as a result of
the previous sentence and, subsequently, one, or both, of the Rating Agencies withdraws its ratings or downgrades the
ratings assigned to the Notes below the required Investment Grade Ratings, or a Default or Event of Default occurs
and is continuing, then CCO Holdings and its Restricted Subsidiaries will thereafter again be subject to these
covenants. The ability of CCO Holdings and its Restricted Subsidiaries to make Restricted Payments after the time of
such withdrawal, downgrade, Default or Event of Default will be calculated as if the covenant governing Restricted
Payments had been in effect during the entire period of time from the Issue Date.

Restricted Payments

CCO Holdings will not, and will not permit any of its Restricted Subsidiaries to, directly or indirectly:

(A) declare or pay any dividend or make any other payment or distribution on account of its or any of its Restricted
Subsidiaries’ Equity Interests (including, without limitation, any payment in connection with any merger or
consolidation involving CCO Holdings or any of its Restricted Subsidiaries) or to the direct or indirect holders of
CCO Holdings’ or any of its Restricted Subsidiaries’ Equity Interests in their capacity as such (other than dividends or
distributions payable (x) solely in Equity Interests (other than Disqualified Stock) of CCO Holdings or (y), in the case
of CCO Holdings and its Restricted Subsidiaries, to CCO Holdings or a Restricted Subsidiary thereof);

(B) purchase, redeem or otherwise acquire or retire for value (including, without limitation, in connection with any
merger or consolidation involving CCO Holdings or any of its Restricted Subsidiaries) any Equity Interests of CCO
Holdings or any direct or indirect Parent of CCO Holdings or any Restricted Subsidiary of CCO Holdings (other than,
in the case of CCO Holdings and their Restricted Subsidiaries, any such Equity Interests owned by CCO Holdings or
any of its Restricted Subsidiaries); or

(C) make any payment on or with respect to, or purchase, redeem, defease or otherwise acquire or retire for value, any
Indebtedness of CCO Holdings (other than intercompany indebtedness among CCO Holdings and its Restricted
Subsidiaries permitted to be incurred under the indenture) that is subordinated to the Notes, except a payment of
interest or principal at the Stated Maturity thereof (all such payments and other actions set forth in clauses (A) through
(C) above are collectively referred to as “Restricted Payments”), unless, at the time of and after giving effect to such
Restricted Payment:

(1) no Default or Event of Default under the Indenture shall have occurred and be continuing or would occur as a
consequence thereof; and

(2) CCO Holdings would, at the time of such Restricted Payment and after giving pro forma effect thereto as if such
Restricted Payment had been made at the beginning of the applicable quarter period, have been permitted to incur at
least $1.00 of additional Indebtedness pursuant to the Leverage Ratio test set forth in the first paragraph of the
covenant described below under the caption “— Incurrence of Indebtedness and Issuance of Preferred Stock”; and
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(3) such Restricted Payment, together with the aggregate amount of all other Restricted Payments made by CCO
Holdings and its Restricted Subsidiaries from and after the Issue Date (excluding Restricted Payments permitted by
clauses (2), (3), (4), (5), (6), (7), (8), (9) and (12) of the next succeeding paragraph), shall not exceed, at the date of
determination, the sum of:
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(a) an amount equal to 100% of the Consolidated EBITDA of CCO Holdings for the period beginning on the first day
of the fiscal quarter commencing April 1, 2010 to the end of CCO Holdings’ most recently ended full fiscal quarter for
which internal financial statements are available, taken as a single accounting period, less the product of 1.3 times the
Consolidated Interest Expense of CCO Holdings for such period, plus

(b) an amount equal to 100% of Capital Stock Sale Proceeds (reduced for purpose of this clause (b) by (A) any
amount of such Capital Stock Sale Proceeds (i) used in connection with an Investment made on or after the Issue Date
pursuant to clause (5) of the definition of “Permitted Investments,” (ii) applied to make a Restricted Payment pursuant to
clause (2) or sub-clause (y)(2) of clause (9) below, or (iii) relied upon for purposes of incurring Contribution
Indebtedness and (B) the amount of Restricted Payments made pursuant to sub-clause (A)(i), (B) or (C) of clause (8)
and sub-clause (y)(1) of clause (9) below, in each case, by an amount not to exceed the amount of Capital Stock Sale
Proceeds from any Charter Subsidiary Refinancing Indebtedness or Charter Parent Refinancing Indebtedness) plus

(c) $2,000 million.

The preceding provisions will not prohibit:

(1) the payment of any dividend within 60 days after the date of declaration thereof, if at the date of declaration such
payment would have complied with the provisions of the Indenture;

(2) the redemption, repurchase, retirement, defeasance or other acquisition of any subordinated Indebtedness of CCO
Holdings in exchange for, or out of the net proceeds of, the substantially concurrent sale (other than to a Subsidiary of
CCO Holdings) of Equity Interests of CCO Holdings (other than Disqualified Stock);

(3) the defeasance, redemption, repurchase or other acquisition of subordinated Indebtedness of CCO Holdings or any
of its Restricted Subsidiaries with the net cash proceeds from an incurrence of Permitted Refinancing Indebtedness;

(4) the payment of any dividend or distribution to the extent necessary to permit direct or indirect beneficial owners of
shares of Capital Stock of CCO Holdings to pay federal, state or local income tax liabilities that arise solely from
income of CCO Holdings or any of its Restricted Subsidiaries, as the case may be, for the relevant taxable period
being attributable to them;

(5) the payment of any dividend by a Restricted Subsidiary of CCO Holdings to the holders of its Equity Interests on a
pro rata basis;

(6) the repurchase, redemption or other acquisition or retirement for value, or the payment of any dividend or
distribution to the extent necessary to permit the repurchase, redemption or other acquisition or retirement for value,
of any Equity Interests of CCO Holdings or a Parent of CCO Holdings held by any member of CCO Holdings’ or such
Parent’s management pursuant to any management equity subscription agreement or stock option agreement entered
into in accordance with the policies of CCO Holdings or any Parent; provided that the aggregate price paid for all such
repurchased, redeemed, acquired or retired Equity Interests shall not exceed $10 million in any fiscal year of the
Issuers;

(7) payment of fees in connection with any acquisition, merger or similar transaction in an amount that does not
exceed an amount equal to 1.25% of the transaction value of such acquisition, merger or similar transaction;

(8) (A) additional Restricted Payments directly or indirectly to CCH II or any Parent (i) for the purpose of enabling
CCH II and/or any Parent to pay interest when due on Indebtedness under the CCH II Indentures and/or any Charter
Parent Refinancing Indebtedness or (ii) so long as no Default has occurred and is continuing and CCO Holdings
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would have been permitted, at the time of such Restricted Payment and after giving pro forma effect thereto as if such
Restricted Payment had been made at the beginning of the applicable quarter period, to incur at least $1.00 of
additional Indebtedness pursuant to the Leverage Ratio test set forth in the first paragraph of the covenant described
below under the caption “— Incurrence of Indebtedness and Issuance of Preferred Stock,”
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consisting of dividends or distributions to the extent required to enable CCH II or any Charter Parent Refinancing
Subsidiary to defease, redeem, repurchase, prepay, repay, discharge or otherwise acquire or retire for value
Indebtedness under the CCH II Indentures or any Charter Parent Refinancing Indebtedness (including any expenses
and fees incurred by any Parent in connection therewith); (B) so long as no Default has occurred and is continuing,
Restricted Payments used to defease, redeem, repurchase, prepay, repay, discharge or otherwise acquire or retire for
value Indebtedness under CCH II Indentures or any Charter Parent Refinancing Indebtedness or consisting of
purchases, redemptions or other acquisitions by CCO Holdings or its Restricted Subsidiaries of Indebtedness under
the CCH II Indentures or any Charter Parent Refinancing Indebtedness (including any expenses and fees incurred by
CCO Holdings and its Restricted Subsidiaries in connection therewith) and the distribution, loan or investment to any
Parent of Indebtedness so purchased, redeemed or acquired, or (C) Restricted Payments for the purpose of enabling
any Parent to (i) pay interest when due on Indebtedness under any Charter Subsidiary Refinancing Indebtedness or
(ii) to defease, redeem, repurchase, prepay, repay, discharge or otherwise acquire or retire for value Indebtedness
under any Charter Subsidiary Refinancing Indebtedness (including any expenses and fees incurred by CCO Holdings
and its Restricted Subsidiaries in connection therewith);

(9) Restricted Payments directly or indirectly to CCH II or any other Parent regardless of whether a Default exists
(other than an Event of Default under paragraph (1), (2), (7) or (8) of the section described under “— Events of Default”),
for the purpose of enabling such Person (A) to pay interest on and (B) so long as CCO Holdings would, at the time of
such Restricted Payment and after giving pro forma effect thereto as if such Restricted Payment had been made at the
beginning of the applicable quarter period, have been permitted to incur at least $1.00 of additional Indebtedness
pursuant to the Leverage Ratio test set forth in the first paragraph of the covenant described below under the caption
“— Incurrence of Indebtedness and Issuance of Preferred Stock,” to defease, redeem, repurchase, prepay, repay, discharge
or otherwise acquire or retire, in each case, Indebtedness of such Parent (x) which is not held by another Parent and
(y) to the extent that the net cash proceeds of such Indebtedness are or were used for the (1) payment of interest or
principal (or premium) on any Indebtedness of a Parent (including (A) by way of a tender, redemption or prepayment
of such Indebtedness and (B) amounts set aside to prefund any such payment), (2) direct or indirect (including by way
of a contribution of property and/or assets purchased with such net cash proceeds) Investment in CCO Holdings or
any of its Restricted Subsidiaries or (3) payment of amounts that would be permitted to be paid by way of a Restricted
Payment under clause (10) immediately below (including the expenses of any exchange transaction);

(10) Restricted Payments directly or indirectly to CCH II or any other Parent of (A) attorneys’ fees, investment
banking fees, accountants’ fees, underwriting discounts and commissions and other customary fees and expenses
(including any commitment and other fees payable in connection with Credit Facilities) actually incurred in
connection with any issuance, sale or incurrence by CCH II or such Parent of Equity Interests or Indebtedness, or any
exchange of securities or tender for outstanding debt securities, or (B) the costs and expenses of any offer to exchange
privately placed securities in respect of the foregoing for publicly registered securities or any similar concept having a
comparable purpose;

(11) the redemption, repurchase, retirement or other acquisition of any Equity Interests of CCO Holdings or
Indebtedness of the Issuers or any Equity Interests of any direct or indirect parent of CCO Holdings, in exchange for,
or out of the proceeds of the substantially concurrent sale (other than to an Issuer or a Restricted Subsidiary) of,
Equity Interests of CCO Holdings or any direct or indirect parent of CCO Holdings (in each case, other than any
Disqualified Stock);

(12) the declaration and payment of dividends to holders of any class or series of Disqualified Stock of the Issuers or
any Restricted Subsidiary issued in accordance with the covenant described under “— Incurrence of Indebtedness and
Issuance of Preferred Stock”; and
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(13) so long as no Default has occurred and is continuing, other Restricted Payments in an aggregate amount taken
together with all other Restricted Payments made pursuant to this clause (13) not to exceed $50.0 million.

The amount of all Restricted Payments (other than cash) shall be the fair market value on the date of the Restricted
Payment of the asset(s) or securities proposed to be transferred or issued by CCO Holdings or any of its Restricted
Subsidiaries pursuant to the Restricted Payment. The fair market value of any assets or securities that are required to
be valued by this covenant shall be determined by the Board of Directors of CCO Holdings, whose resolution with
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respect thereto shall be delivered to the trustee. Such Board of Directors’ determination must be based upon an opinion
or appraisal issued by an accounting, appraisal or investment banking firm of national standing if the fair market value
exceeds $100 million.

Not later than the date of making any Restricted Payment other than in the form of cash having a fair market value in
excess of $10 million, the Issuers shall deliver to the trustee an officers’ certificate stating that such Restricted Payment
is permitted and setting forth the basis upon which the calculations required by this “Restricted Payments” covenant
were computed, together with a copy of any fairness opinion or appraisal required by the Indenture.

Investments

CCO Holdings will not, and will not permit any of its Restricted Subsidiaries to, directly or indirectly:

(1) make any Restricted Investment; or

(2) allow any of its Restricted Subsidiaries to become an Unrestricted Subsidiary, unless, in each case:

(a) no Default or Event of Default under the Indenture shall have occurred and be continuing or would occur as a
consequence thereof; and

(b) CCO Holdings would, at the time of, and after giving effect to, such Restricted Investment or such designation of a
Restricted Subsidiary as an Unrestricted Subsidiary, have been permitted to incur at least $1.00 of additional
Indebtedness pursuant to the Leverage Ratio test set forth in the first paragraph of the covenant described below under
the caption “— Incurrence of Indebtedness and Issuance of Preferred Stock.”

An Unrestricted Subsidiary may be redesignated as a Restricted Subsidiary if such redesignation would not cause a
Default.

Incurrence of Indebtedness and Issuance of Preferred Stock

CCO Holdings will not, and will not permit any of its Restricted Subsidiaries to, directly or indirectly, create, incur,
issue, assume, guarantee or otherwise become directly or indirectly liable, contingently or otherwise, with respect to
(collectively, “incur”) any Indebtedness (including Acquired Debt) and CCO Holdings will not issue any Disqualified
Stock and will not permit any of its Restricted Subsidiaries to issue any shares of Disqualified Stock or Preferred
Stock, provided that CCO Holdings or any of its Restricted Subsidiaries may incur Indebtedness or CCO Holdings
may issue Disqualified Stock and Restricted Subsidiaries may issue Preferred Stock if the Leverage Ratio of CCO
Holdings and its Restricted Subsidiaries would have been not greater than 6.0 to 1.0 and in each case, determined on a
pro forma basis (including a pro forma application of the net proceeds therefrom), as if the additional Indebtedness
had been incurred, or the Disqualified Stock or Preferred Stock had been issued, as the case may be, at the beginning
of the most recently ended fiscal quarter.

The first paragraph of this covenant will not prohibit the incurrence of any of the following items of Indebtedness
(collectively, “Permitted Debt”):

(1) the incurrence by CCO Holdings and its Restricted Subsidiaries of Indebtedness under Credit Facilities; provided
that the aggregate principal amount of all Indebtedness of CCO Holdings and its Restricted Subsidiaries outstanding
under this clause (1) for all Credit Facilities of CCO Holdings and its Restricted Subsidiaries after giving effect to
such incurrence does not exceed an amount equal to $1.5 billion;
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(2) the incurrence by CCO Holdings and its Restricted Subsidiaries of Existing Indebtedness (including Indebtedness
outstanding under Credit Facilities on the Issue Date);

(3) the incurrence on the Issue Date by CCO Holdings and its Restricted Subsidiaries of Indebtedness represented by
the Notes (other than any Additional Notes);
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(4) the incurrence by CCO Holdings or any of its Restricted Subsidiaries of Indebtedness represented by Capital Lease
Obligations, mortgage financings or purchase money obligations, in each case, incurred for the purpose of financing
all or any part of the purchase price or cost of construction or improvement (including, without limitation, the cost of
design, development, construction, acquisition, transportation, installation, improvement, and migration) of Productive
Assets of CCO Holdings or any of its Restricted Subsidiaries in an aggregate principal amount not to exceed the
greater of (i) $300 million and (ii) 5% of Consolidated Net Tangible Assets at any time outstanding pursuant to this
clause (4);

(5) the incurrence by CCO Holdings or any of its Restricted Subsidiaries of Permitted Refinancing Indebtedness in
exchange for, or the net proceeds of which are used to refund, refinance or replace, in whole or in part, Indebtedness
(other than intercompany Indebtedness) that was permitted by the Indenture to be incurred under this clause (5), the
first paragraph of this covenant or clauses (2), (3), (9) or (12) of this paragraph;

(6) the incurrence by CCO Holdings or any of its Restricted Subsidiaries of intercompany Indebtedness between or
among CCO Holdings and any of its Restricted Subsidiaries; provided that:

(a) if CCO Holdings is the obligor on such Indebtedness, such Indebtedness must be expressly subordinated to the
prior payment in full in cash of all obligations with respect to the Notes; and

(b) (i) any subsequent issuance or transfer of Equity Interests that results in any such Indebtedness being held by a
Person other than CCO Holdings or a Restricted Subsidiary of CCO Holdings and (ii) any sale or other transfer of any
such Indebtedness to a Person that is not either CCO Holdings or a Restricted Subsidiary of CCO Holdings, shall be
deemed, in each case, to constitute an incurrence of such Indebtedness that was not permitted by this clause (6);

(7) the incurrence by CCO Holdings or any of its Restricted Subsidiaries of Hedging Obligations (other than for
speculative purposes);

(8) the guarantee by CCO Holdings or any of its Restricted Subsidiaries of Indebtedness of a Restricted Subsidiary
that was permitted to be incurred by another provision of this covenant;

(9) Acquired Debt or Disqualified Stock of a Person that becomes, or is merged into, a Restricted Subsidiary or any
Issuer; provided, however, that after giving pro forma effect thereto as if such acquisition or merger had been made at
the beginning of the applicable quarter period, the Leverage Ratio of CCO Holdings and its Restricted Subsidiaries is
equal to or less than immediately prior to such transaction;

(10) the incurrence by CCO Holdings or any of its Restricted Subsidiaries of additional Indebtedness, Disqualified
Stock or Preferred Stock in an aggregate principal amount at any time outstanding under this clause (10), not to
exceed the greater of (i) $300 million and (ii) 5% of Consolidated Net Tangible Assets;

(11) the accretion or amortization of original issue discount and the write up of Indebtedness in accordance with
purchase accounting;

(12) Contribution Indebtedness;

(13) Indebtedness arising from agreements of any Issuer or a Restricted Subsidiary providing for and to the extent of
indemnification, adjustment of purchase price or similar obligations, in each case, incurred or assumed in connection
with the disposition or acquisition of any business, assets or a Subsidiary, other than Guarantees of Indebtedness
incurred by any Person acquiring all or any portion of such business, assets or a Subsidiary for the purpose of
financing such acquisition; and
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(14) Indebtedness from the honoring by a bank or other financial institution of a check, draft or similar instrument
drawn against insufficient funds in the ordinary course of business; provided that such Indebtedness is extinguished
within 10 business days of its incurrence.
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In the event that an item of Indebtedness, Disqualified Stock or Preferred Stock (or any portion thereof) meets the
criteria of more than one of the categories of permitted Indebtedness, Disqualified Stock or Preferred Stock described
in clauses (1) through (14) above or is entitled to be incurred pursuant to the first paragraph of this covenant, the
Issuers, in their sole discretion, may classify or reclassify such item of Indebtedness, Disqualified Stock or Preferred
Stock (or any portion thereof) and will only be required to include the amount and type of such Indebtedness,
Disqualified Stock or Preferred Stock in one of the above clauses or the first paragraph of this covenant. Additionally,
all or any portion of any item of Indebtedness may later be reclassified as having been incurred pursuant to any
category of permitted Indebtedness described in clauses (1) through (14) above or pursuant to the first paragraph of
this covenant so long as such Indebtedness, Disqualified Stock or Preferred Stock is permitted to be incurred pursuant
to such provision at the time of reclassification. At the time of incurrence, the Issuers will be entitled to divide and
classify an item of Indebtedness, Disqualified Stock or Preferred Stock in more than one of the types of Indebtedness,
Disqualified Stock or Preferred Stock described above.

Liens

The Indenture will provide that CCO Holdings will not, directly or indirectly, create, incur, assume or suffer to exist
any Lien of any kind securing Indebtedness, Attributable Debt or trade payables on any asset of CCO Holdings,
whether owned on the Issue Date or thereafter acquired, except Permitted Liens.

Dividend and Other Payment Restrictions Affecting Subsidiaries

CCO Holdings will not, directly or indirectly, create or permit to exist or become effective any encumbrance or
restriction on the ability of any of its Restricted Subsidiaries to:

(a) pay dividends or make any other distributions on its Capital Stock to CCO Holdings or any of its Restricted
Subsidiaries, or with respect to any other interest or participation in, or measured by, its profits, or pay any
Indebtedness owed to CCO Holdings or any of its Restricted Subsidiaries;

(b) make loans or advances to CCO Holdings or any of its Restricted Subsidiaries; or

(c) transfer any of its properties or assets to CCO Holdings or any of its Restricted Subsidiaries.

However, the preceding restrictions will not apply to encumbrances or restrictions existing under or by reason of:

(1) Existing Indebtedness as in effect on the Issue Date (including, without limitation, the Indebtedness under any of
the Credit Facilities) and any amendments, modifications, restatements, renewals, increases, supplements, refundings,
replacements or refinancings thereof; provided that such amendments, modifications, restatements, renewals,
increases, supplements, refundings, replacements or refinancings are no more restrictive, taken as a whole, with
respect to such dividend and other payment restrictions than those contained in the most restrictive Existing
Indebtedness, as in effect on the Issue Date;

(2) the Indenture and the Notes and any exchange notes issued pursuant to the registration rights agreement;

(3) applicable law, rule, regulation or order;

(4) any instrument governing Indebtedness or Capital Stock of a Person acquired by CCO Holdings or any of its
Restricted Subsidiaries as in effect at the time of such acquisition (except to the extent such Indebtedness was incurred
in connection with or in contemplation of such acquisition), which encumbrance or restriction is not applicable to any
Person, or the properties or assets of any Person, other than the Person, or the property or assets of the Person, so
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acquired; provided that, in the case of Indebtedness, such Indebtedness was permitted by the terms of the Indenture to
be incurred;

(5) customary non-assignment provisions in leases, franchise agreements and other commercial agreements entered
into in the ordinary course of business and consistent with past practices;
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(6) purchase money obligations for property acquired in the ordinary course of business that impose restrictions on the
property so acquired of the nature described in clause (c) of the preceding paragraph;

(7) any agreement for the sale or other disposition of a Restricted Subsidiary that restricts distributions by such
Restricted Subsidiary pending its sale or other disposition;

(8) Permitted Refinancing Indebtedness; provided that the restrictions contained in the agreements governing such
Permitted Refinancing Indebtedness are no more restrictive, taken as a whole, than those contained in the agreements
governing the Indebtedness being refinanced;

(9) Liens securing Indebtedness or other obligations otherwise permitted to be incurred pursuant to the provisions of
the covenant described above under the caption “— Liens” that limit the right of CCO Holdings or any of its Restricted
Subsidiaries to dispose of the assets subject to such Lien;

(10) provisions with respect to the disposition or distribution of assets or property in joint venture agreements and
other similar agreements;

(11) restrictions on cash or other deposits or net worth imposed by customers under contracts entered into in the
ordinary course of business;

(12) restrictions contained in the terms of Indebtedness permitted to be incurred under the covenant described under
the caption “— Incurrence of Indebtedness and Issuance of Preferred Stock”; provided that such restrictions are no more
restrictive, taken as a whole, than the terms contained in the most restrictive, together or individually, of the Credit
Facilities as in effect on the Issue Date;

(13) restrictions that are not materially more restrictive, taken as a whole, than customary provisions in comparable
financings and that the management of CCO Holdings determines, at the time of such financing, will not materially
impair the Issuers’ ability to make payments as required under the Notes; and

(14) any encumbrances or restrictions imposed by any amendments, modifications, restatements, renewals, increases,
supplements, refundings, replacements or refinancings of the contracts, instruments or obligations referred to in
clauses (1) through (14) above; provided that such amendments, modifications, restatements, renewals, increases,
supplements, refundings, replacements or refinancings are, in the good faith judgment of the Issuers, not materially
more restrictive taken as a whole with respect to such encumbrance and other restrictions than those prior to such
amendment, modification, restatement, renewal, increase, supplement, refunding, replacement or refinancing.

Merger, Consolidation or Sale of Assets

Neither Issuer may, directly or indirectly, (1) consolidate or merge with or into another Person or (2) sell, assign,
transfer, convey or otherwise dispose of all or substantially all of its properties or assets, in one or more related
transactions, to another Person; unless:

(A) either:

(i) such Issuer is the surviving Person; or

(ii) the Person formed by or surviving any such consolidation or merger (if other than such Issuer) or to which such
sale, assignment, transfer, conveyance or other disposition shall have been made is a Person organized or existing
under the laws of the United States, any state thereof or the District of Columbia, provided that if the Person formed
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by or surviving any such consolidation or merger with such Issuer is a limited liability company or a Person other than
a corporation, a corporate co-issuer shall also be an obligor with respect to the Notes;

(B) the Person formed by or surviving any such consolidation or merger (if other than such Issuer) or the Person to
which such sale, assignment, transfer, conveyance or other disposition shall have been made assumes all the
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obligations of such Issuer under the Notes and the Indenture pursuant to agreements reasonably satisfactory to the
trustee;

(C) immediately after such transaction no Default or Event of Default exists; and

(D) such Issuer or the Person formed by or surviving any such consolidation or merger (if other than such Issuer) will,
on the date of such transaction after giving pro forma effect thereto and any related financing transactions as if the
same had occurred at the beginning of the most recently ended fiscal quarter,

(x) be permitted to incur at least $1.00 of additional Indebtedness pursuant to the Leverage Ratio test set forth in the
first paragraph of the covenant described above under the caption “— Incurrence of Indebtedness and Issuance of
Preferred Stock”; or

(y) have a Leverage Ratio immediately after giving effect to such consolidation or merger no greater than the
Leverage Ratio immediately prior to such consolidation or merger.

In addition, CCO Holdings may not, directly or indirectly, lease all or substantially all of its properties or assets, in
one or more related transactions, to any other Person. The foregoing clause (D) of this “Merger, Consolidation, or Sale
of Assets” covenant will not apply to a sale, assignment, transfer, conveyance or other disposition of assets between or
among CCO Holdings and any of its Wholly Owned Restricted Subsidiaries.

Transactions with Affiliates

CCO Holdings will not, and will not permit any of its Restricted Subsidiaries to, make any payment to, or sell, lease,
transfer or otherwise dispose of any of its properties or assets to, or purchase any property or assets from, or enter into
or make or amend any transaction, contract, agreement, understanding, loan, advance or guarantee with, or for the
benefit of, any Affiliate (each, an “Affiliate Transaction”), unless:

(1) such Affiliate Transaction is on terms, taken as a whole, that are no less favorable to CCO Holdings or the relevant
Restricted Subsidiary than those that would have been obtained in a comparable transaction by CCO Holdings or such
Restricted Subsidiary with an unrelated Person; and

(2) CCO Holdings delivers to the trustee:

(a) with respect to any Affiliate Transaction or series of related Affiliate Transactions involving aggregate
consideration given or received by CCO Holdings or any such Restricted Subsidiary in excess of $25 million, a
resolution of the Board of Directors of CCO Holdings or CCI set forth in an officers’ certificate certifying that such
Affiliate Transaction complies with this covenant and that such Affiliate Transaction has been approved by a majority
of the members of such Board of Directors; and

(b) with respect to any Affiliate Transaction or series of related Affiliate Transactions involving aggregate
consideration given or received by CCO Holdings or any such Restricted Subsidiary in excess of $100 million, an
opinion as to the fairness to CCO Holdings of such Affiliate Transaction from a financial point of view issued by an
accounting, appraisal or investment banking firm of national standing.

The following items shall not be deemed to be Affiliate Transactions and, therefore, will not be subject to the
provisions of the prior paragraph:
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(1) any existing employment agreement entered into by CCO Holdings or any of its Subsidiaries and any employment
agreement entered into by CCO Holdings or any of its Restricted Subsidiaries in the ordinary course of business;

(2) transactions between or among CCO Holdings and/or its Restricted Subsidiaries;

47

Edgar Filing: Cellcom Israel Ltd. - Form 424B1

Table of Contents 99



(3) payment of reasonable directors fees to Persons who are not otherwise Affiliates of CCO Holdings, and customary
indemnification and insurance arrangements in favor of directors and officers, regardless of affiliation with CCO
Holdings or any of its Restricted Subsidiaries;

(4) payment of Management Fees;

(5) Restricted Payments that are permitted by the provisions of the covenant described above under the caption
“— Restricted Payments” and Restricted Investments that are permitted by the provisions of the covenant described above
under the caption “— Investments”;

(6) Permitted Investments;

(7) transactions pursuant to, and the performance of, agreements existing on the Issue Date, as in effect on the Issue
Date, or as subsequently modified, supplemented, or amended, to the extent that any such modifications, supplements,
or amendments complied with the applicable provisions of the first paragraph of this covenant;

(8) the assignment and assumption of contracts (which contracts are entered into prior to the Issue Date on an
arms-length basis in the ordinary course of business of the relevant Parent), reasonably related to the business of CCO
Holdings and the assignment and assumption of which would not result in the incurrence of any Indebtedness by CCO
Holdings or any Restricted Subsidiary to a Restricted Subsidiary by a Parent;

(9) transactions with a Person that is an Affiliate solely as a result of the fact that CCO Holdings or a Restricted
Subsidiary controls or otherwise owns Equity Interests of such Person;

(10) equity contributions in, and the issuance of Equity Interests of, CCO Holdings; and

(11) any (x) purchases of any class of Indebtedness from, or lending of any class of Indebtedness to, CCO Holdings or
any of its Restricted Subsidiaries so long as the amount of Indebtedness of such class purchased or loaned by such
Affiliates does not exceed 25% of the applicable class of Indebtedness offered to non-Affiliate investors generally and
(y) repurchases, redemptions or other retirements for value by CCO Holdings or any of its Restricted Subsidiaries of
Indebtedness of any class held by any Affiliate of CCO Holdings so long as such repurchase, redemption or other
retirement for value is on the same terms as are made available to investors holding such class of Indebtedness
generally and Affiliates hold no more than 25% of such class of Indebtedness.

Limitations on Issuances of Guarantees of Indebtedness

CCO Holdings will not permit any of its Restricted Subsidiaries, directly or indirectly, to Guarantee any other
Indebtedness of CCO Holdings, except in respect of the Credit Facilities of CCO Holdings (the “Guaranteed
Indebtedness”), unless

(1) such Restricted Subsidiary simultaneously executes and delivers a supplemental indenture providing for the
Guarantee (a “Subsidiary Guarantee”) of the payment of the Notes by such Restricted Subsidiary, and

(2) until one year after all the Notes have been paid in full in cash, such Restricted Subsidiary waives and will not in
any manner whatsoever claim or take the benefit or advantage of, any rights of reimbursement, indemnity or
subrogation or any other rights against CCO Holdings or any other Restricted Subsidiary of CCO Holdings as a result
of any payment by such Restricted Subsidiary under its Subsidiary Guarantee; provided that this paragraph shall not
be applicable to any Guarantee or any Restricted Subsidiary that existed at the time such Person became a Restricted
Subsidiary and was not incurred in connection with, or in contemplation of, such Person becoming a Restricted
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Subsidiary.

If the Guaranteed Indebtedness is subordinated to the Notes, then the Guarantee of such Guaranteed Indebtedness
shall be subordinated to the Subsidiary Guarantee at least to the extent that the Guaranteed Indebtedness is
subordinated to the Notes.

48

Edgar Filing: Cellcom Israel Ltd. - Form 424B1

Table of Contents 101



If any guarantor is released from its obligations on Guaranteed Indebtedness it shall be automatically released from its
obligation with respect to its Guarantee of the Notes.

Reports

Whether or not required by the Securities and Exchange Commission, so long as any Notes are outstanding, the
Issuers will furnish to the holders of the Notes, within the time periods specified in the Securities and Exchange
Commission’s rules and regulations:

(1) all quarterly and annual financial information that would be required to be contained in a filing with the Securities
and Exchange Commission on Forms 10-Q and 10-K if the Issuers were required to file such forms, including a
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” section and, with respect to
the annual information only, a report on the annual consolidated financial statements of CCO Holdings by its
independent public accountants; and

(2) all current reports that would be required to be filed with the Securities and Exchange Commission on Form 8-K if
the Issuers were required to file such reports.

If CCO Holdings has designated any of its Subsidiaries as Unrestricted Subsidiaries, then the quarterly and annual
financial information required by the preceding paragraph shall include a reasonably detailed presentation, either on
the face of the financial statements or in the footnotes thereto, and in Management’s Discussion and Analysis of
Financial Condition and Results of Operations, of the financial condition and results of operations of CCO Holdings
and its Restricted Subsidiaries separate from the financial condition and results of operations of the Unrestricted
Subsidiaries of CCO Holdings.

In addition, after consummation of the exchange offer, whether or not required by the Securities and Exchange
Commission, the Issuers will file a copy of all of the information and reports referred to in clauses (1) and (2) above
with the Securities and Exchange Commission for public availability within the time periods specified in the
Securities and Exchange Commission’s rules and regulations, unless the Securities and Exchange Commission will not
accept such a filing, and make such information available to securities analysts and prospective investors upon
request.

Notwithstanding anything to the contrary set forth above, for so long as the Issuers are direct or indirect wholly-owned
subsidiaries of CCI, if CCI has furnished the holders of Notes and filed electronically with the Securities and
Exchange Commission, the reports described in the preceding paragraphs with respect to CCI (including any
consolidating financial information required by Regulation S-X relating to the Issuers), the Issuers shall be deemed to
be in compliance with the provisions of this covenant.

Events of Default and Remedies

Each of the following is an Event of Default:

(1) default for 30 consecutive days in the payment when due of interest on the Notes;

(2) default in payment when due of the principal of or premium, if any, on the Notes;

(3) failure by CCO Holdings or any of its Restricted Subsidiaries to comply with the provisions of the Indenture
described under the captions “— Repurchase at the Option of Holders—Change of Control” or “— Certain Covenants—Merger,
Consolidation, or Sale of Assets”;
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(4) failure by CCO Holdings or any of its Restricted Subsidiaries for 30 consecutive days after written notice thereof
has been given to CCO Holdings by the trustee or to CCO Holdings and the trustee by holders of at least 25% of the
aggregate principal amount of the Notes outstanding to comply with any of their other covenants or agreements in the
Indenture;
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(5) default under any mortgage, indenture or instrument under which there may be issued or by which there may be
secured or evidenced any Indebtedness for money borrowed by CCO Holdings or any of its Restricted Subsidiaries (or
the payment of which is guaranteed by CCO Holdings or any of its Restricted Subsidiaries) whether such
Indebtedness or guarantee now exists, or is created after the Issue Date, if that default:

(a) is caused by a failure to pay at final stated maturity the principal amount on such Indebtedness prior to the
expiration of the grace period provided in such Indebtedness on the date of such default (a “Payment Default”); or

(b) results in the acceleration of such Indebtedness prior to its express maturity, and, in each case, the principal
amount of any such Indebtedness, together with the principal amount of any other such Indebtedness under which
there has been a Payment Default or the maturity of which has been so accelerated, aggregates $100 million or more;

(6) failure by CCO Holdings or any of its Restricted Subsidiaries to pay final judgments which are non-appealable
aggregating in excess of $100 million, net of applicable insurance which has not been denied in writing by the insurer,
which judgments are not paid, discharged or stayed for a period of 60 days; and

(7) CCO Holdings or any of its Significant Subsidiaries pursuant to or within the meaning of bankruptcy law:

(a) commences a voluntary case,

(b) consents to the entry of an order for relief against it in an involuntary case,

(c) consents to the appointment of a custodian of it or for all or substantially all of its property, or

(d) makes a general assignment for the benefit of its creditors; or

(8) a court of competent jurisdiction enters an order or decree under any bankruptcy law that:

(a) is for relief against CCO Holdings or any of its Significant Subsidiaries in an involuntary case;

(b) appoints a custodian of CCO Holdings or any of its Significant Subsidiaries or for all or substantially all of the
property of CCO Holdings or any of its Significant Subsidiaries; or

(c) orders the liquidation of CCO Holdings or any of its Significant Subsidiaries; and the order or decree remains
unstayed and in effect for 60 consecutive days.

In the case of an Event of Default described in the foregoing clauses (7) and (8) with respect to CCO Holdings, all
outstanding Notes will become due and payable immediately without further action or notice. If any other Event of
Default occurs and is continuing, the trustee or the holders of at least 25% in principal amount of the then outstanding
Notes may declare the Notes to be due and payable immediately.

Holders of the Notes may not enforce the Indenture or the Notes except as provided in the Indenture. Subject to
certain limitations, the holders of a majority in principal amount of the then outstanding Notes may direct the trustee
in its exercise of any trust or power with respect to the Notes. The trustee may withhold from holders of the Notes
notice of any continuing Default or Event of Default under the Indenture (except a Default or Event of Default relating
to the payment of principal or interest on the Notes) if it determines that withholding notice is in their interest.

The holders of a majority in aggregate principal amount of the Notes then outstanding by notice to the trustee may on
behalf of the holders of all of the Notes waive any existing Default or Event of Default and its consequences under the
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Indenture except a continuing Default or Event of Default in the payment of interest on, or the principal of, or
premium, if any, on, the Notes.
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The Issuers will be required to deliver to the trustee annually a statement regarding compliance with the Indenture.
Upon becoming aware of any Default or Event of Default, the Issuers will be required to deliver to the trustee a
statement specifying such Default or Event of Default and what action the Issuers are taking or propose to take with
respect thereto.

No Personal Liability of Directors, Officers, Employees, Members and Stockholders

No director, officer, employee or incorporator of the Issuers or CCI, as such, and no member or stockholder of the
Issuers or CCI, as such, shall have any liability for any obligations of the Issuers or CCI under the Notes or the
Indenture, or for any claim based on, in respect of, or by reason of, such obligations or their creation. Each holder of
Notes by accepting a Note waives and releases all such liability. The waiver and release will be part of the
consideration for issuance of the Notes. The waiver may not be effective to waive liabilities under the federal
securities laws.

Legal Defeasance and Covenant Defeasance

The Issuers may, at their option and at any time, elect to have all of their obligations discharged with respect to any
outstanding Notes (“Legal Defeasance”) except for:

(1) the rights of holders of outstanding Notes to receive payments in respect of the principal of, premium, if any, and
interest on the Notes when such payments are due from the trust referred to below;

(2) the Issuers’ obligations with respect to the Notes concerning issuing temporary Notes, mutilated, destroyed, lost or
stolen Notes and the maintenance of an office or agency for payment and money for security payments held in trust;

(3) the rights, powers, trusts, duties and immunities of the trustee, and the Issuers’ obligations in connection
therewith; and

(4) the Legal Defeasance provisions of the Indenture.

In addition, the Issuers may, at their option and at any time, elect to have the obligations of the Issuers released with
respect to certain covenants that are described in the Indenture for the benefit of the holders of Notes (“Covenant
Defeasance”) and thereafter any omission to comply with those covenants shall not constitute a Default or Event of
Default with respect to the Notes. In the event Covenant Defeasance occurs with respect to the Notes, certain events
(not including non-payment, bankruptcy, receivership, rehabilitation and insolvency events) described under “Events of
Default” will no longer constitute an Event of Default with respect to the Notes.

In order to exercise either Legal Defeasance or Covenant Defeasance with respect to the Notes:

(1) the Issuers must irrevocably deposit or cause to be deposited with the trustee, in trust, for the benefit of the holders
of the Notes, cash in U.S. dollars, non-callable Government Securities, or a combination thereof, in such amounts as
are expected to be sufficient, in the opinion of a nationally recognized firm of independent public accountants, to pay
the principal of, premium, if any, and interest on the outstanding Notes on the stated maturity or on the applicable
redemption date, as the case may be, and the Issuers must specify whether the Notes are being defeased to maturity or
to a particular redemption date;

(2) in the case of Legal Defeasance, the Issuers shall have delivered to the trustee an opinion of counsel reasonably
acceptable to the trustee confirming that
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(a) the Issuers have received from, or there has been published by, the Internal Revenue Service a ruling or

(b) since the Issue Date, there has been a change in the applicable federal income tax law, in either case to the effect
that, and based thereon such opinion of counsel shall confirm that, the holders of the outstanding Notes will not
recognize income, gain or loss for federal income tax purposes as a result of such Legal Defeasance and will be
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subject to federal income tax on the same amounts, in the same manner and at the same times as would have been the
case if such Legal Defeasance had not occurred;

(3) in the case of Covenant Defeasance, the Issuers shall have delivered to the trustee an opinion of counsel reasonably
acceptable to the trustee confirming that the holders of the outstanding Notes will not recognize income, gain or loss
for federal income tax purposes as a result of such Covenant Defeasance and will be subject to federal income tax on
the same amounts, in the same manner and at the same times as would have been the case if such Covenant
Defeasance had not occurred;

(4) no Default or Event of Default under the Indenture shall have occurred and be continuing;

(5) such Legal Defeasance or Covenant Defeasance will not result in a breach or violation of, or constitute a default
under any material agreement or instrument (other than the Indenture) to which the Issuers or any of their Restricted
Subsidiaries is a party or by which the Issuers or any of their Restricted Subsidiaries is bound;

(6) the Issuers must deliver to the trustee an officers’ certificate stating that the deposit was not made by the Issuers
with the intent of preferring the holders of the Notes over the other creditors of the Issuers with the intent of defeating,
hindering, delaying or defrauding creditors of the Issuers or others; and

(7) the Issuers must deliver to the trustee an officers’ certificate and an opinion of counsel, each stating that all
conditions precedent relating to the Legal Defeasance or the Covenant Defeasance have been complied with.

Notwithstanding the foregoing, the opinion of counsel required by clause (2) above with respect to a Legal Defeasance
need not be delivered if all applicable Notes not theretofore delivered to the trustee for cancellation

(a) have become due and payable or

(b) will become due and payable on the maturity date within one year under arrangements satisfactory to the trustee
for the giving of notice of redemption by the trustee in the name, and at the expense, of the Issuers.

Amendment, Supplement and Waiver

Except as provided below, the Indenture or Notes may be amended or supplemented with the consent of the holders of
at least a majority in aggregate principal amount of the then outstanding Notes. This includes consents obtained in
connection with a purchase of Notes, a tender offer for Notes or an exchange offer for Notes. Any existing Default or
compliance with any provision of the Indenture or the Notes (other than any provision relating to the right of any
holder of a Note to bring suit for the enforcement of any payment of principal, premium, if any, and interest on the
Note, on or after the scheduled due dates expressed in the Notes) may be waived, including by way of amendment,
with the consent of the holders of a majority in aggregate principal amount of the then outstanding Notes. This
includes consents obtained in connection with a purchase of Notes, a tender offer for Notes or an exchange offer for
Notes.

Without the consent of each holder affected, an amendment or waiver may not (with respect to any Notes held by a
non-consenting holder):

(1) reduce the principal amount of Notes whose holders must consent to an amendment, supplement or waiver;
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(2) reduce the principal of or change the fixed maturity of any Note or alter the payment provisions with respect to the
redemption of the Notes (other than provisions relating to the covenants described above under the caption
“— Repurchase at the Option of Holders”);

(3) reduce the rate of or extend the time for payment of interest on any Note;

(4) waive a Default or an Event of Default in the payment of principal of or premium, if any, or interest on the Notes
(except a rescission of acceleration of the Notes by the holders of at least a majority in aggregate principal amount of
the Notes and a waiver of the payment default that resulted from such acceleration);
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(5) make any Note payable in money other than that stated in the Notes;

(6) make any change in the provisions of the Indenture relating to waivers of past Defaults or the rights of holders of
Notes to receive payments of principal of, or premium, if any, or interest on the Notes;

(7) waive a redemption payment with respect to any Note (other than a payment required by one of the covenants
described above under the caption “— Repurchase at the Option of Holders”); or

(8) make any change in the preceding amendment and waiver provisions.

Notwithstanding the preceding, without the consent of any holder of Notes, the Issuers and the trustee may amend or
supplement the Indenture or the Notes:

(1) to cure any ambiguity, mistake, defect or inconsistency;

(2) to provide for uncertificated Notes in addition to or in place of certificated Notes;

(3) to provide for or confirm the issuance of Additional Notes;

(4) to provide for the assumption of the Issuers’ obligations to holders of Notes in the case of a merger or consolidation
or sale of all or substantially all of the Issuers’ assets;

(5) to make any change that would provide any additional rights or benefits to the holders of Notes or that does not
adversely affect the legal rights under the Indenture of any such holder;

(6) to comply with requirements of the Securities and Exchange Commission in order to effect or maintain the
qualification of the Indenture under the Trust Indenture Act or otherwise as necessary to comply with applicable
law; or

(7) to conform the Indenture or the Notes to this “Description of Notes.”

Governing Law

The Indenture and the Notes will be governed by the laws of the State of New York.

Concerning the Trustee

If the trustee becomes a creditor of the Issuers, the Indenture will limit its right to obtain payment of claims in certain
cases, or to realize on certain property received in respect of any such claim as security or otherwise. The trustee will
be permitted to engage in other transactions; however, if it acquires any conflicting interest it must eliminate such
conflict within 90 days, apply to the Securities and Exchange Commission for permission to continue or resign.

The holders of a majority in principal amount of the then outstanding Notes will have the right to direct the time,
method and place of conducting any proceeding for exercising any remedy available to the trustee on behalf of the
holders of Notes, subject to certain exceptions. The Indenture will provide that in case an Event of Default shall occur
and be continuing, the trustee will be required, in the exercise of its power, to use the degree of care of a prudent man
in the conduct of his own affairs. Subject to such provisions, the trustee will be under no obligation to exercise any of
its rights or powers under the Indenture at the request of any holder of Notes, unless such holder shall have offered to
the trustee indemnity satisfactory to it against any loss, liability or expense.
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Additional Information

Anyone who receives this prospectus may obtain a copy of the Indenture without charge by writing to the Issuers at
12405 Powerscourt Drive, St. Louis, Missouri 63131, Attention: Corporate Secretary.
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Book-Entry, Delivery and Form

Except as set forth below, the Notes will be issued in registered, global form in minimum denominations of $2,000
and integral multiples of $1,000 in excess thereof.

The Notes initially will be issued in the form of global securities filed in book-entry form. The Notes will be deposited
upon issuance with the trustee, as custodian for The Depository Trust Company (“DTC”), in New York, New York, and
registered in the name of DTC or its nominee, Cede & Co., and DTC or its nominee will initially be the sole registered
holder of the Notes for all purposes under the Indenture. Unless it is exchanged in whole or in part for debt securities
in definitive form as described below, a global security may not be transferred. However, transfers of the whole
security between DTC and its nominee or their respective successors are permitted.

Upon the issuance of a global security, DTC or its nominee will credit on its internal system the principal amount at
maturity of the individual beneficial interest represented by the global security acquired by the persons in sale of the
original notes. Ownership of beneficial interests in a global security will be limited to persons that have accounts with
DTC or persons that hold interests through participants. Ownership of beneficial interests will be shown on, and the
transfer of such ownership will be affected only through, records maintained by DTC or its nominee with respect to
interests of participants and the records of participants with respect to interests of persons other than participants. The
laws of some jurisdictions require that some purchasers of securities take physical delivery of the securities in
definitive form. These limits and laws may impair the ability to transfer beneficial interests in a global security.
Principal and interest payments on global securities registered in the name of DTC’s nominee will be made in
immediate available funds to DTC’s nominee as the registered owner of the global securities. The Issuers and the
trustee will treat DTC’s nominee as the owner of the global securities for all other purchasers will have no direct
responsibility or liability for any aspect of the records relating to payments made on account of beneficial interests in
the global securities or for maintaining, supervising or reviewing any records relating to these beneficial interests. It is
DTC’s current practice, upon receipt of any payment of principal or interest, to credit direct participants’ accounts on
the payment date according to their respective holdings of beneficial interests in the global securities. These payments
will be the responsibility of the direct and indirect participants and not of DTC, the Issuers, the trustee or the initial
purchasers.

So long as DTC or its nominee is the registered owner or holder of the global security, DTC or its nominee, as the
case may be, will be considered the sole owner or holder of the Notes represented by the global security for the
purposes of:

(1) receiving payment on the Notes;

(2) receiving notices; and

(3) for all other purposes under the Indenture and the Notes.

Beneficial interests in the Notes will be evidenced only by, and transfers of the Notes will be effected only through
records maintained by DTC and its participants.

Except as described above, owners of beneficial interests in a global security will not be entitled to receive physical
delivery of certificated Notes in definitive form and will not be considered the holders of the global security for any
purposes under the Indenture. Accordingly, each person owning a beneficial interest in a global security must rely on
the procedures of DTC. And, if that person is not a participant, the person must rely on the procedures of the
participant through which that person owns its interest, to exercise any rights of a holder under the Indenture. Under
existing industry practices, if the issuers request any action of holders or an owner of a beneficial interest in a global
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security desires to take any action under the Indenture, DTC would authorize the participants holding the relevant
beneficial interest to take that action. The participants then would authorize beneficial owners owning through the
participants to take the action or would otherwise act upon the instructions of beneficial owners owning through them.

DTC has advised the Issuers that it will take any action permitted to be taken by a holder of Notes only at the direction
of one or more participants to whose account the DTC interests in the global security are credited. Further,
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DTC will take action only as to the portion of the aggregate principal amount of the Notes as to which the participant
or participants has or have given the direction.

DTC has provided the following information to us. DTC is a:

(1) limited-purpose trust company organized under the New York Banking Law;

(2) a banking organization within the meaning of the New York Banking Law;

(3) a member of the United States Federal Reserve System;

(4) a clearing corporation within the meaning of the New York Uniform Commercial Code; and

(5) a clearing agency registered under the provisions of Section 17A of the Securities Exchange Act.

Although DTC has agreed to the procedures described above in order to facilitate transfers of interests in global
securities among participants of DTC, it is under no obligation to perform these procedures, and the procedures may
be discontinued at any time. None of the Issuers, the trustee, any agent of the Issuers or the purchasers of the original
notes will have any responsibility for the performance by DTC or its participants or indirect participants of their
respective obligations under the rules and procedures governing their operations, including maintaining, supervising
or reviewing the records relating to, payments made on account of, or beneficial ownership interests in, global notes.

According to DTC, the foregoing information with respect to DTC has been provided to its participants and other
members of the financial community for informational purposes only and is not intended to serve as a representation,
warranty or contract modification of any kind. We have provided the foregoing descriptions of the operations and
procedures of DTC solely as a matter of convenience. DTC’s operations and procedures are solely within DTC’s
control and are subject to change by DTC from time to time. Neither we, the initial purchasers nor the trustee take any
responsibility for these operations or procedures, and you are urged to contact DTC or its participants directly to
discuss these matters.

Exchange of Book-Entry Notes for Certificated Notes

A Global Note is exchangeable for definitive Notes in registered certificated form (“Certificated Notes”) if (i) DTC
(x) notifies the Issuers that it is unwilling or unable to continue as depositary for the Global Notes and the Issuers
thereupon fail to appoint a successor depositary or (y) has ceased to be a clearing agency registered under the
Exchange Act or (ii) there shall have occurred and be continuing an Event of Default with respect to the Notes. In
addition, beneficial interests in a Global Note may be exchanged for Certificated Notes upon request but only upon
prior written notice given to the trustee by or on behalf of DTC in accordance with the Indenture and in accordance
with the certification requirements set forth in the Indenture. In all cases, Certificated Notes delivered in exchange for
any Global Note or beneficial interests therein will be registered in the names, and issued in any approved
denominations, requested by or on behalf of DTC (in accordance with its customary procedures) and will bear the
applicable restrictive legend referred to in “Notice to Investors,” unless the Issuers determine otherwise in compliance
with applicable law.

Exchange of Certificated Notes for Book-Entry Notes

Notes issued in certificated form may not be exchanged for beneficial interests in any Global Note unless the
transferor first delivers to the trustee a written certificate (in the form provided in the Indenture) to the effect that such
transfer will comply with the appropriate transfer restrictions applicable to such Notes. See “Notice to Investors.”
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Same-Day Settlement and Payment

Payments in respect of the Notes represented by the Global Notes (including principal, premium, if any, and interest)
will be made by wire transfer of immediately available funds to the accounts specified by the Global Note
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holder. With respect to Notes in certificated form, the Issuers will make all payments of principal, premium, if any,
and interest, by wire transfer of immediately available funds to the accounts specified by the holders thereof or, if no
such account is specified, by mailing a check to each such holder’s registered address. The Notes represented by the
Global Notes are expected to be eligible to trade in DTC’s Same-Day Funds Settlement System, and any permitted
secondary market trading activity in such Notes will, therefore, be required by DTC to be settled in immediately
available funds. The Issuers expect that secondary trading in any certificated Notes will also be settled in immediately
available funds.

Because of time zone differences, the securities account of a Euroclear or Clearstream participant purchasing an
interest in a Global Note from a Participant in DTC will be credited, and any such crediting will be reported to the
relevant Euroclear or Clearstream participant, during the securities settlement processing day (which must be a
business day for Euroclear and Clearstream) immediately following the settlement date of DTC. DTC has advised the
Issuers that cash received in Euroclear or Clearstream as a result of sales of interests in a Global Note by or through a
Euroclear or Clearstream participant to a Participant in DTC will be received with value on the settlement date of
DTC but will be available in the relevant Euroclear or Clearstream cash account only as of the business day for
Euroclear or Clearstream following DTC’s settlement date.

Certain Definitions

This section sets forth certain defined terms used in the Indenture. Reference is made to the Indenture for a full
disclosure of all such terms, as well as any other capitalized terms used herein for which no definition is provided.

“Acquired Debt” means, with respect to any specified Person:

(1) of any other Person existing at the time such other Person is merged with or into or became a Subsidiary of such
specified Person, whether or not such Indebtedness is incurred in connection with, or in contemplation of, such other
Person merging with or into, or becoming a Subsidiary of, such specified Person; and

(2) Indebtedness secured by a Lien encumbering any asset acquired by such specified Person.

“Additional Notes” means additional Notes.

“Affiliate” of any specified Person means any other Person directly or indirectly controlling or controlled by or under
direct or indirect common control with such specified Person. For purposes of this definition, “control,” as used with
respect to any Person, shall mean the possession, directly or indirectly, of the power to direct or cause the direction of
the management or policies of such Person, whether through the ownership of voting securities, by agreement or
otherwise. For purposes of this definition, the terms “controlling,” “controlled by” and “under common control with” shall
have correlative meanings.

“Asset Acquisition” means

(a) an Investment by CCO Holdings or any of its Restricted Subsidiaries in any other Person pursuant to which such
Person shall become a Restricted Subsidiary of CCO Holdings or any of its Restricted Subsidiaries or shall be merged
with or into CCO Holdings or any of its Restricted Subsidiaries, or

(b) the acquisition by CCO Holdings or any of its Restricted Subsidiaries of the assets of any Person which constitute
all or substantially all of the assets of such Person, any division or line of business of such Person or any other
properties or assets of such Person other than in the ordinary course of business.
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“Asset Sale” means:

(1) the sale, lease, conveyance or other disposition of any assets or rights, other than sales of inventory in the ordinary
course of the Cable Related Business consistent with applicable past practices; provided that the sale, conveyance or
other disposition of all or substantially all of the assets of CCO Holdings and its Subsidiaries, taken as a whole, will be
governed by the provisions of the Indenture described above under the caption “— Repurchase at
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the Option of Holders—Change of Control” and/or the provisions described above under the caption “— Certain
Covenants—Merger, Consolidation, or Sale of Assets” and not by the provisions of the Asset Sale covenant; and

(2) the issuance of Equity Interests by any Restricted Subsidiary of CCO Holdings or the sale of Equity Interests in
any Restricted Subsidiary of CCO Holdings.

Notwithstanding the preceding, the following items shall not be deemed to be Asset Sales:

(1) any single transaction or series of related transactions that:

(a) involves assets having a fair market value of less than $100 million; or

(b) results in net proceeds to CCO Holdings and its Restricted Subsidiaries of less than $100 million;

(2) a transfer of assets between or among CCO Holdings and its Restricted Subsidiaries;

(3) an issuance of Equity Interests by a Restricted Subsidiary of CCO Holdings to CCO Holdings or to another
Wholly Owned Restricted Subsidiary of CCO Holdings;

(4) a Restricted Payment that is permitted by the covenant described above under the caption “— Certain
Covenants—Restricted Payments,” a Restricted Investment that is permitted by the covenant described above under the
caption “— Certain Covenants—Investments” or a Permitted Investment;

(5) the incurrence of Liens not prohibited by the Indenture and the disposition of assets related to such Liens by the
secured party pursuant to a foreclosure;

(6) any disposition of cash or Cash Equivalents;

(7) any surrender or waiver of contract rights or settlement, including, without limitation with respect to Hedging
Obligations;

(8) like-kind property exchanges under Section 1031 of the Internal Revenue Code;

(9) non-exclusive licenses of intellectual property; and

(10) any sale or disposition of inventory or accounts receivable in the ordinary course of business.

“Attributable Debt” in respect of a sale and leaseback transaction means, at the time of determination, the present value
of the obligation of the lessee for net rental payments during the remaining term of the lease included in such sale and
leaseback transaction, including any period for which such lease has been extended or may, at the option of the lessee,
be extended. Such present value shall be calculated using a discount rate equal to the rate of interest implicit in such
transaction, determined in accordance with GAAP.

“Beneficial Owner” has the meaning assigned to such term in Rule 13d-3 and Rule 13d-5 under the Exchange Act,
except that in calculating the beneficial ownership of any particular “person” (as such term is used in Section 13(d)(3) of
the Exchange Act) such “person” shall be deemed to have beneficial ownership of all securities that such “person” has the
right to acquire, whether such right is currently exercisable or is exercisable only upon the occurrence of a subsequent
condition.
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“Board of Directors” means the board of directors or comparable governing body of CCI or if so specified CCO
Holdings, in either case, as constituted as of the date of any determination required to be made, or action required to
be taken, pursuant to the Indenture.

“Cable Related Business” means the business of owning cable television systems and businesses ancillary,
complementary and related thereto.
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“Capital Corp.” means, CCO Holdings Capital Corp., a Delaware corporation, and any successor Person thereto.

“Capital Lease Obligation” means, at the time any determination thereof is to be made, the amount of the liability in
respect of a capital lease that would at that time be required to be capitalized on a balance sheet in accordance with
GAAP.

“Capital Stock” means:

(1) in the case of a corporation, corporate stock;

(2) in the case of an association or business entity, any and all shares, interests, participations, rights or other
equivalents (however designated) of corporate stock;

(3) in the case of a partnership or limited liability company, partnership or membership interests (whether general or
limited); and

(4) any other interest (other than any debt obligation) or participation that confers on a Person the right to receive a
share of the profits and losses of, or distributions of assets of, the issuing Person.

“Capital Stock Sale Proceeds” means the aggregate net proceeds (including the fair market value of the non-cash
proceeds) received by CCO Holdings or its Restricted Subsidiaries from and after the Issue Date, in each case

(x) as a contribution to the common equity capital or from the issue or sale of Equity Interests (other than Disqualified
Stock and other than issuances or sales to a Subsidiary of CCO Holdings) of any Parent or CCO Holdings after the
Issue Date, or

(y) from the issue or sale of Disqualified Stock, debt securities or other Indebtedness of CCO Holdings that has been
converted into or exchanged for such Equity Interests (other than Equity Interests (or Disqualified Stock, debt
securities or other Indebtedness) sold to a Subsidiary of CCO Holdings).

“Cash Equivalents” means:

(1) United States dollars;

(2) securities issued or directly and fully guaranteed or insured by the United States government or any agency or
instrumentality thereof (provided that the full faith and credit of the United States is pledged in support thereof)
having maturities of not more than twelve months from the date of acquisition;

(3) certificates of deposit and eurodollar time deposits with maturities of twelve months or less from the date of
acquisition, bankers’ acceptances with maturities not exceeding six months and overnight bank deposits, in each case,
with any domestic commercial bank having combined capital and surplus in excess of $500 million and a Thompson
Bank Watch Rating at the time of acquisition of “B” or better;

(4) repurchase obligations with a term of not more than seven days for underlying securities of the types described in
clauses (2) and (3) above entered into with any financial institution meeting the qualifications specified in clause (3)
above;

(5) commercial paper having a rating at the time of acquisition of at least “P-1” from Moody’s or at least “A-1” from S&P
and in each case maturing within twelve months after the date of acquisition;
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(6) corporate debt obligations maturing within twelve months after the date of acquisition thereof, rated at the time of
acquisition at least “Aaa” or “P-1” by Moody’s or “AAA” or “A-1” by S&P;

(7) auction-rate Preferred Stocks of any corporation maturing not later than 90 days after the date of acquisition
thereof, rated at the time of acquisition at least “Aaa” by Moody’s or “AAA” by S&P;
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(8) securities issued by any state, commonwealth or territory of the United States, or by any political subdivision or
taxing authority thereof, maturing not later than six months after the date of acquisition thereof, rated at the time of
acquisition at least “A” by Moody’s or S&P; and

(9) money market or mutual funds at least 90% of the assets of which constitute Cash Equivalents of the kinds
described in clauses (1) through (8) of this definition.

“CCH I” means CCH I, LLC, a Delaware limited liability company, and any successor Person thereto.

“CCH II” means CCH II, LLC, a Delaware limited liability company, and any successor Person thereto.

“CCH II Indentures” means, collectively, the indenture entered into by CCH II and CCH II Capital Corp., a Delaware
corporation, with respect to their 13.50% Senior Notes due 2016 and any indentures, note purchase agreements or
similar documents entered into by CCH II and CCH II Capital Corp. for the purpose of incurring Indebtedness in
exchange for, or the proceeds for which are used to refinance, any of the Indebtedness described above, in each case,
together with all instruments and other agreements entered into by CCH II and CCH II Capital Corp. in connection
therewith, as any of the foregoing may be refinanced, replaced, amended, supplemented or otherwise modified from
time to time.

“CCI” means Charter Communications, Inc., a Delaware corporation, and any successor Person thereto.

“CCO” means Charter Communications Operating, LLC, a Delaware corporation and any successor Person thereto.

“CCO Holdings” means CCO Holdings, LLC, a Delaware limited liability company, and any successor Person thereto.

“Change of Control” means the occurrence of any of the following:

(1) the sale, transfer, conveyance or other disposition (other than by way of merger or consolidation), in one or a series
of related transactions, of all or substantially all of the assets of CCO Holdings and its Subsidiaries, taken as a whole,
or of a Parent and its Subsidiaries, taken as a whole, to any “person” (as such term is used in Section 13(d)(3) of the
Exchange Act) other than a Parent, CCO Holdings or a Restricted Subsidiary.

(2) the adoption of a plan relating to the liquidation or dissolution of CCO Holdings or a Parent (except the liquidation
of any Parent into any other Parent);

(3) the consummation of any transaction, including any merger or consolidation, the result of which is that any “person”
(as defined above) other than a Parent becomes the Beneficial Owner, directly or indirectly, of more than 50% of the
Voting Stock of CCO Holdings or a Parent, measured by voting power rather than the number of shares; or

(4) after the Issue Date, the first day on which a majority of the members of the Board of Directors of CCI are not
Continuing Directors.

“Charter Holdings” means Charter Communications Holdings, LLC, a Delaware limited liability company, and any
successor Person thereto.

“Charter Parent Refinancing Indebtedness” means any Indebtedness of a Parent issued in exchange for, or the net
proceeds of which are used within 90 days after the date of issuance thereof to extend, refinance, renew, replace,
defease, purchase, acquire or refund (including successive extensions, refinancings, renewals, replacements,
defeasances, purchases, acquisitions or refunds), Indebtedness (including Acquired Debt) incurred by CCH II or any
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of its Subsidiaries or which refinances such Indebtedness; provided that:

(1) the principal amount (or accreted value, if applicable) of such Charter Parent Refinancing Indebtedness does not
exceed the principal amount of (or accreted value, if applicable) plus accrued interest and premium, if any, on
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the Indebtedness so extended, refinanced, renewed, replaced, defeased, purchased, acquired or refunded (plus the
amount of reasonable fees, commissions and expenses incurred in connection therewith);

(2) such Charter Parent Refinancing Indebtedness has a final maturity date no earlier than the final maturity date of,
and has a Weighted Average Life to Maturity equal to or greater than the Weighted Average Life to Maturity of, the
Indebtedness being extended, refinanced, renewed, replaced, defeased or refunded; and

(3) is classified as such by CCO Holdings.

“Charter Subsidiary Refinancing Indebtedness” means any Indebtedness of a Parent issued in exchange for, or the net
proceeds of which are used within 90 days after the date of issuance thereof to extend, refinance, renew, replace,
defease, purchase, acquire or refund (including successive extensions, refinancings, renewals, replacements,
defeasances, purchases, acquisitions or refunds), Indebtedness (including Acquired Debt) incurred by CCO Holdings
or any of its Subsidiaries or which refinances such Indebtedness; provided that:

(1) the principal amount (or accreted value, if applicable) of such Charter Subsidiary Refinancing Indebtedness does
not exceed the principal amount of (or accreted value, if applicable) plus accrued interest and premium, if any, on the
Indebtedness so extended, refinanced, renewed, replaced, defeased, purchased, acquired or refunded (plus the amount
of reasonable fees, commissions and expenses incurred in connection therewith); and

(2) such Charter Subsidiary Refinancing Indebtedness has a final maturity date no earlier than the final maturity date
of, and has a Weighted Average Life to Maturity equal to or greater than the Weighted Average Life to Maturity of,
the Indebtedness being extended, refinanced, renewed, replaced, defeased or refunded.

“Consolidated EBITDA” means with respect to any Person, for any period, the net income of such Person and its
Restricted Subsidiaries for such period plus, to the extent such amount was deducted in calculating such net income:

(1) Consolidated Interest Expense of such Person and its Restricted Subsidiaries;

(2) income taxes;

(3) depreciation expense;

(4) amortization expense;

(5) asset impairments or write-downs or write-offs;

(6) all other non-cash items, extraordinary items, non-recurring and unusual items (including any restructuring
charges, costs and expenses and charges, costs and expenses related to litigation settlements or judgments and/or
charges, costs and expenses related to asset acquisitions and dispositions) and the cumulative effects of changes in
accounting principles reducing such net income, less all non-cash items, extraordinary items, non-recurring and
unusual items and cumulative effects of changes in accounting principles increasing such net income;

(7) amounts actually paid during such period pursuant to a deferred compensation plan;

(8) any premium, penalty or fee paid in relation to any repayment, prepayment or repurchase of Indebtedness;

(9) all deferred financing costs written off in connection with the early extinguishment of Indebtedness, net of taxes;
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(10) all costs, expenses and fees related to the issuance of the Notes; and

(11) for purposes of the covenant described above under the caption “— Incurrence of Indebtedness and Issuance of
Preferred Stock” only, Management Fees;

provided that Consolidated EBITDA shall not include:
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(w) the net income (or net loss) of any Person that is not a Restricted Subsidiary (“Other Person”), except

(i) with respect to net income, to the extent of the amount of dividends or other distributions actually paid to such
Person or any of its Restricted Subsidiaries by such Other Person during such period; and

(ii) with respect to net losses, to the extent of the amount of investments made by such Person or any Restricted
Subsidiary of such Person in such Other Person during such period;

(x) solely for the purposes of calculating the amount of Restricted Payments that may be made pursuant to clause (3)
of the covenant described under the caption “— Certain Covenants—Restricted Payments” (and in such case, except to the
extent includable pursuant to clause (w) above), the net income (or net loss) of any Other Person accrued prior to the
date it becomes a Restricted Subsidiary or is merged into or consolidated with such Person or any Restricted
Subsidiaries or all or substantially all of the property and assets of such Other Person are acquired by such Person or
any of its Restricted Subsidiaries;

(y) solely for purposes of clause (3) of the first paragraph of the covenant under the caption “— Certain
Covenants—Restricted Payments,” the net income of any Restricted Subsidiary of CCO Holdings to the extent that the
payment of dividends or similar distributions by such Restricted Subsidiary of such net income is restricted by the
operation of the terms of such Restricted Subsidiary’s charter or any agreement, instrument, judgment, decree, order,
statute, rule or governmental regulation applicable to such Restricted Subsidiary, unless (x) such restriction with
respect to the payment of dividends or similar distributions has been legally waived or (y) such restriction is permitted
by the covenant described under the caption “— Certain Covenants—Dividend and Other Payment Restrictions Affecting
Subsidiaries”; provided, that the net income of such Restricted Subsidiary shall be increased by the amount of
dividends or other distributions or payments actually paid in cash (or converted into cash) by any such Restricted
Subsidiary to such Person, to the extent not already included therein; and

(z) effects of any fresh start accounting adjustments.

“Consolidated Indebtedness” means, with respect to any Person as of any date of determination, the sum, without
duplication, of:

(1) the total amount of outstanding Indebtedness and Attributable Debt of such Person and its Restricted Subsidiaries,
plus

(2) the total amount of Indebtedness of any other Person that has been Guaranteed by the referent Person or one or
more of its Restricted Subsidiaries, plus

(3) the aggregate liquidation value of all Disqualified Stock of such Person and all Preferred Stock of Restricted
Subsidiaries of such Person, in each case, determined on a consolidated basis in accordance with GAAP.

“Consolidated Interest Expense” means, with respect to any Person for any period, without duplication, the sum of:

(1) the consolidated interest expense of such Person and its Restricted Subsidiaries for such period, whether paid or
accrued (including, without limitation, amortization or original issue discount, non-cash interest payments, the interest
component of any deferred payment obligations, the interest component of all payments associated with Capital Lease
Obligations, commissions, discounts and other fees and charges incurred in respect of letter of credit or bankers’
acceptance financings, and net payments (if any) pursuant to Hedging Obligations); and
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(2) the consolidated interest expense of such Person and its Restricted Subsidiaries that was capitalized during such
period; and

(3) any interest expense on Indebtedness of another Person that is guaranteed by such Person or one of its Restricted
Subsidiaries or secured by a Lien on assets of such Person or one of its Restricted Subsidiaries (whether or not such
Guarantee or Lien is called upon); excluding, however, any amount of such interest of any Restricted Subsidiary of
the referent Person if the net income of such Restricted Subsidiary is excluded in the calculation of
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Consolidated EBITDA pursuant to clause (x) of the definition thereof (but only in the same proportion as the net
income of such Restricted Subsidiary is excluded from the calculation of Consolidated EBITDA pursuant to clause (x)
of the definition thereof), in each case, on a consolidated basis and in accordance with GAAP.

“Consolidated Net Tangible Assets” means, as of any date of determination, the total amount of assets (less applicable
reserves and other properly deductible items) of CCO Holdings and the Restricted Subsidiaries less the sum of (1) all
goodwill, trade names, trademarks, patents, unamortized debt discount and expense and other intangibles, and (2) all
current liabilities, in each case, reflected on the most recent consolidated balance sheet of CCO Holdings and the
Restricted Subsidiaries as at the end of the most recent ended fiscal quarter for which financial statements have been
delivered pursuant to the indenture, determined on a consolidated basis in accordance with GAAP on a pro forma
basis to give effect to any acquisition or disposition of assets made after such balance sheet date and on or prior to the
date of determination.

“Continuing Directors” means, as of any date of determination, any member of the Board of Directors of CCO Holdings
or CCI or the board of directors of any other Parent who:

(1) was a member of the Board of Directors of CCO Holdings or CCI, or as applicable, of the board of directors of
such other Parent on the Issue Date; or

(2) was nominated for election or elected to the Board of Directors of CCO Holdings or CCI, or as applicable, of the
board of directors of such other Parent, with the approval of a majority of the Continuing Directors who were
members of such Board of Directors of CCO Holdings or CCI, or as applicable, of the board of directors of such other
Parent at the time of such nomination or election or whose election or appointment was previously so approved.

“Contribution Indebtedness” means Indebtedness or Disqualified Stock of CCO Holdings or any Restricted Subsidiary
in an aggregate principal amount not greater than the aggregate amount of cash contributions (other than the proceeds
from the issuance of Disqualified Stock or any cash contribution by an Issuer or a Restricted Subsidiary) made to the
capital of CCO Holdings or a Restricted Subsidiary after the Issue Date (whether through the issuance of Capital
Stock or otherwise); provided that such Contribution Indebtedness is incurred within 180 days after the making of the
related cash contribution.

“Credit Facilities” means, with respect to CCO Holdings and/or its Restricted Subsidiaries, and with respect to any other
entity as the context requires, one or more debt facilities (including indentures), in each case with banks, lenders or
noteholders (other than a Parent of the Issuers) providing for revolving credit loans, term loans, receivables financing
(including through the sale of receivables to such lenders or to special purpose entities formed to borrow from such
lenders against such receivables) letters of credit, notes, guarantees, and commercial paper in each case, as amended,
restated, modified, renewed, refunded, replaced or refinanced in whole or in part from time to time.

“Default” means any event that is, or with the passage of time or the giving of notice or both would be, an Event of
Default; provided, that any Default that results solely from the taking of an action that would have been permitted but
for the continuation of a previous Default will be deemed to be cured if such previous Default is cured prior to
becoming an Event of Default.

“Designated Noncash Consideration” means the fair market value of noncash consideration received by the Issuers or a
Restricted Subsidiary in connection with an Asset Sale that is so designated as Designated Noncash Consideration
pursuant to an officers’ certificate, setting forth the basis of such valuation, less the amount of cash or Cash
Equivalents received in connection with a subsequent sale of such Designated Noncash Consideration.
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“Disposition” means, with respect to any Person, any merger, consolidation or other business combination involving
such Person (whether or not such Person is the Surviving Person) or the sale, assignment, transfer, lease or
conveyance, or other disposition of all or substantially all of such Person’s assets or Capital Stock.
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“Disqualified Stock” means any Capital Stock that, by its terms (or by the terms of any security into which it is
convertible, or for which it is exchangeable, in each case at the option of the holder thereof) or upon the happening of
any event, matures or is mandatorily redeemable, pursuant to a sinking fund obligation or otherwise, or redeemable at
the option of the holder thereof, in whole or in part, on or prior to the date that is 91 days after the earlier of the date
on which the Notes mature or the date on which the Notes are no longer outstanding. Notwithstanding the preceding
sentence, any Capital Stock that would constitute Disqualified Stock solely because the holders thereof have the right
to require CCO Holdings to repurchase such Capital Stock upon the occurrence of a change of control or an asset sale
shall not constitute Disqualified Stock if the terms of such Capital Stock provide that CCO Holdings may not
repurchase or redeem any such Capital Stock pursuant to such provisions unless such repurchase or redemption
complies with the covenant described above under the caption “— Certain Covenants—Restricted Payments.”

“Equity Interests” means Capital Stock and all warrants, options or other rights to acquire Capital Stock (but excluding
any debt security that is convertible into, or exchangeable for, Capital Stock).

“Equity Offering” means any private or public issuance of Qualified Capital Stock of CCO Holdings or a Parent of
which the gross proceeds to CCO Holdings or received by CCO Holdings as a capital contribution from such Parent
(directly or indirectly), as the case may be, are at least $25 million.

“Existing Indebtedness” means Indebtedness of CCO Holdings and its Restricted Subsidiaries in existence on the Issue
Date, until such amounts are repaid.

“GAAP” means generally accepted accounting principles in the United States which are in effect on September 27,
2010. At any time after the Issue Date, the Issuers may elect to apply International Financial Reporting Standards
(“IFRS”) accounting principles in lieu of GAAP and, upon any such election, references herein to GAAP shall thereafter
be construed to mean IFRS on the date of such election; provided that any such election, once made, shall be
irrevocable; provided, further, that any calculation or determination in the Indenture that requires the application of
GAAP for periods that include fiscal quarters ended prior to the Issuers’ election to apply IFRS shall remain as
previously calculated or determined in accordance with GAAP. The Issuers shall give notice of any such election
made in accordance with this definition to the Trustee.

“Guarantee” or “guarantee” means a guarantee other than by endorsement of negotiable instruments for collection in the
ordinary course of business, direct or indirect, in any manner including, without limitation, by way of a pledge of
assets or through letters of credit or reimbursement agreements in respect thereof, of all or any part of any
Indebtedness, measured as the lesser of the aggregate outstanding amount of the Indebtedness so guaranteed and the
face amount of the guarantee.

“Hedging Obligations” means, with respect to any Person, the obligations of such Person under:

(1) interest rate swap agreements, interest rate cap agreements and interest rate collar agreements;

(2) interest rate option agreements, foreign currency exchange agreements, foreign currency swap agreements; and

(3) other agreements or arrangements designed to protect such Person against fluctuations in interest and currency
exchange rates.

“Indebtedness” means, with respect to any specified Person, any indebtedness of such Person, whether or not contingent:

(1) in respect of borrowed money;
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(2) evidenced by bonds, notes, debentures or similar instruments or letters of credit (or reimbursement agreements in
respect thereof);

(3) in respect of banker’s acceptances;
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(4) representing Capital Lease Obligations or Attributable Debt;

(5) in respect of the balance deferred and unpaid of the purchase price of any property due more than six months after
the property is acquired, except any such balance that constitutes an accrued expense or trade payable; or

(6) represented by Hedging Obligations only to the extent an amount is then owed and is payable pursuant to the terms
of such Hedging Obligations,

if and to the extent any of the preceding items would appear as a liability upon a balance sheet of the specified Person
prepared in accordance with GAAP.

In addition, the term “Indebtedness” includes all Indebtedness of others secured by a Lien on any asset of the specified
Person (whether or not such Indebtedness is assumed by the specified Person) and, to the extent not otherwise
included, the guarantee by such Person of any indebtedness of any other Person. The amount of any Indebtedness
outstanding as of any date shall be:

(1) the accreted value thereof, in the case of any Indebtedness issued with original issue discount; and

(2) the principal amount thereof, together with any interest thereon that is more than 30 days past due, in the case of
any other Indebtedness.

“Investment Grade Rating” means a rating equal to or higher than (x) in the case of Moody’s, Baa3 (or the equivalent),
(y) in the case of S&P, BBB—(or the equivalent) and (z) in the case of any other Rating Agency, the equivalent rating
by such Rating Agency to the ratings described in clause (x) and (y).

“Investments” means, with respect to any Person, all investments by such Person in other Persons, including Affiliates,
in the forms of direct or indirect loans (including guarantees of Indebtedness or other obligations), advances or capital
contributions (excluding commission, travel and similar advances to officers and employees made in the ordinary
course of business) and purchases or other acquisitions for consideration of Indebtedness, Equity Interests or other
securities, together with all items that are or would be classified as investments on a balance sheet prepared in
accordance with GAAP.

“Issue Date” means the date Notes are first issued under the Indenture.

“Leverage Ratio” means, as to CCO Holdings, as of any date, the ratio of:

(1) the Consolidated Indebtedness of CCO Holdings on such date to

(2) the aggregate amount of Consolidated EBITDA for CCO Holdings for the most recently ended fiscal quarter for
which internal financial statements are available multiplied by four (the “Reference Period”).

In addition to the foregoing, for purposes of this definition, “Consolidated EBITDA” shall be calculated on a pro forma
basis after giving effect to

(1) the issuance of the Notes;

(2) the incurrence of the Indebtedness or the issuance of the Disqualified Stock or other Preferred Stock (and the
application of the proceeds therefrom) giving rise to the need to make such calculation and any incurrence or issuance
(and the application of the proceeds therefrom) or repayment of other Indebtedness, Disqualified Stock or Preferred
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Stock, other than the incurrence or repayment of Indebtedness for ordinary working capital purposes, at any time
subsequent to the beginning of the Reference Period and on or prior to the date of determination, as if such incurrence
(and the application of the proceeds thereof), or the repayment, as the case may be, occurred on the first day of the
Reference Period;
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(3) any Dispositions or Asset Acquisitions (including, without limitation, any Asset Acquisition giving rise to the need
to make such calculation as a result of such Person or one of its Restricted Subsidiaries (including any person that
becomes a Restricted Subsidiary as a result of such Asset Acquisition) incurring, assuming or otherwise becoming
liable for or issuing Indebtedness, Disqualified Stock or Preferred Stock) made on or subsequent to the first day of the
Reference Period and on or prior to the date of determination, as if such Disposition or Asset Acquisition (including
the incurrence, assumption or liability for any such Indebtedness, Disqualified Stock or Preferred Stock and also
including any Consolidated EBITDA associated with such Asset Acquisition, including any cost savings adjustments
in compliance with Regulation S-X promulgated by the Securities and Exchange Commission) had occurred on the
first day of the Reference Period.

“Lien” means, with respect to any asset, any mortgage, lien, pledge, charge, security interest or encumbrance of any kind
in respect of such asset, whether or not filed, recorded or otherwise perfected under applicable law, including any
conditional sale or other title retention agreement, any lease in the nature thereof, any option or other agreement to sell
or give a security interest in and any filing of or agreement to give any financing statement under the Uniform
Commercial Code (or equivalent statutes) of any jurisdiction.

“Make-Whole Premium” means, with respect to a Note at any redemption date, the greater of:

(i) 1.0% of the principal amount of such Note; and

(ii) the excess of:

(1) the present value at such redemption date of the redemption price of such Note on January 15, 2014 (with such
redemption prices being those described in the table under “— Optional Redemption”) plus (B) all required remaining
scheduled interest payments due on such Note through January 15, 2014 other than accrued interest to such
redemption date, computed using a discount rate equal to the Treasury Rate plus 50 basis points per annum discounted
on a semi-annual bond equivalent basis, over

(2) the principal amount of such Note on such Redemption Date.

“Management Fees” means the fees payable to CCI or any other Parent pursuant to the management and mutual services
agreements between any Parent of CCO Holdings and/or Charter Communications Operating, LLC and between any
Parent of CCO Holdings and other Restricted Subsidiaries of CCO Holdings and pursuant to the limited liability
company agreements of certain Restricted Subsidiaries as such management, mutual services or limited liability
company agreements exist on the Issue Date (or, if later, on the date any new Restricted Subsidiary is acquired or
created), including any amendment or replacement thereof, provided, that any such new agreements or amendments or
replacements of existing agreements is not more disadvantageous to the holders of the Notes in any material respect
than such management agreements existing on the Issue Date; and further provided, that such new, amended or
replacement management agreements do not provide for percentage fees, taken together with fees under existing
agreements, any higher than 3.5% of CCI’s consolidated total revenues for the applicable payment period.

“Moody’s” means Moody’s Investors Service, Inc. or any successor to the rating agency business thereof.

“Net Proceeds” means the aggregate cash proceeds received by CCO Holdings or any of its Restricted Subsidiaries in
respect of any Asset Sale (including, without limitation, any cash received upon the sale or other disposition of any
non-cash consideration received in any Asset Sale), net of the direct costs relating to such Asset Sale, including,
without limitation, legal, accounting and investment banking fees, and sales commissions, and any relocation
expenses incurred as a result thereof or taxes paid or payable as a result thereof (including amounts distributable in
respect of owners’, partners’ or members’ tax liabilities resulting from such sale), in each case after taking into account
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any available tax credits or deductions and any tax sharing arrangements and amounts required to be applied to the
repayment of Indebtedness.
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“Non-Recourse Debt” means Indebtedness:

(1) as to which neither CCO Holdings nor any of its Restricted Subsidiaries

(a) provides credit support of any kind (including any undertaking, agreement or instrument that would constitute
Indebtedness);

(b) is directly or indirectly liable as a guarantor or otherwise; or

(c) constitutes the lender;

(2) no default with respect to which (including any rights that the holders thereof may have to take enforcement action
against an Unrestricted Subsidiary) would permit upon notice, lapse of time or both any holder of any other
Indebtedness (other than the Notes) of CCO Holdings or any of its Restricted Subsidiaries to declare a default on such
other Indebtedness or cause the payment thereof to be accelerated or payable prior to its stated maturity; and

(3) as to which the lenders have been notified in writing that they will not have any recourse to the stock or assets of
CCO Holdings or any of its Restricted Subsidiaries.

“Parent” means CCH II, CCH I, Charter Holdings, Charter Communications Holding Company, LLC, CCI and/or any
direct or indirect Subsidiary of the foregoing 100% of the Capital Stock of which is owned directly or indirectly by
one or more of the foregoing Persons, as applicable, and that directly or indirectly beneficially owns 100% of the
Capital Stock of CCO Holdings, and any successor Person to any of the foregoing. For purposes of the second
paragraph “Certain Covenants—Restricted Payments”, the term “Parent” shall include any corporate co-obligor if such
Parent is a limited liability company or other association not taxed as a corporation.

“Permitted Investments” means:

(1) any Investment in CCO Holdings or by CCO Holdings in CCO Holdings or in a Restricted Subsidiary thereof, or
any Investment by a Restricted Subsidiary of CCO Holdings in CCO Holdings or in another Restricted Subsidiary of
CCO Holdings;

(2) any Investment in Cash Equivalents;

(3) any Investment by CCO Holdings or any of its Restricted Subsidiaries in a Person, if as a result of such
Investment:

(a) such Person becomes a Restricted Subsidiary of CCO Holdings; or

(b) such Person is merged, consolidated or amalgamated with or into, or transfers or conveys substantially all of its
assets to, or is liquidated into, CCO Holdings or a Restricted Subsidiary of CCO Holdings;

(4) any Investment made as a result of the receipt of non-cash consideration from an Asset Sale that was made
pursuant to and in compliance with the covenant described above under the caption “— Repurchase at the Option of
Holders—Asset Sales”;

(5) any Investment made out of the net cash proceeds of the issue and sale after the Issue Date (other than to a
Subsidiary of CCO Holdings) of Equity Interests (other than Disqualified Stock) of CCO Holdings (or cash
contributions to the equity capital of CCO Holdings) to the extent that such net cash proceeds have not been applied to
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make a Restricted Payment or to effect other transactions pursuant to the covenant described under “— Certain
Covenants—Restricted Payments” (with the amount of usage of the basket in this clause (5) being determined net of the
aggregate amount of principal, interest, dividends, distributions, repayments, proceeds or other value otherwise
returned or recovered in respect of any such Investment, but not to exceed the initial amount of such Investment);

(6) other Investments in any Person (other than any Parent) having an aggregate fair market value when taken together
with all other Investments in any Person made by CCO Holdings and its Restricted Subsidiaries (without
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duplication) pursuant to this clause (6) from and after the Issue Date, not to exceed $1.1 billion (initially measured on
the date each such Investment was made and without giving effect to subsequent changes in value, but reducing the
amount outstanding by the aggregate amount of principal, interest, dividends, distributions, repayments, proceeds or
other value otherwise returned or recovered in respect of any such Investment, but not to exceed the initial amount of
such Investment) at any one time outstanding;

(7) Investments in customers and suppliers in the ordinary course of business which either

(A) generate accounts receivable, or

(B) are accepted in settlement of bona fide disputes;

(8) Investments of a Restricted Subsidiary acquired after the Issue Date or of an entity merged into CCO Holdings or
merged into or consolidated with a Restricted Subsidiary after the Issue Date to the extent that such Investments were
not made in contemplation of or in connection with such acquisition, merger or consolidation and were in existence on
the date of such acquisition, merger or consolidation;

(9) any Investment (other than an Investment in a Restricted Subsidiary) existing or pursuant to agreements or
arrangements in effect, on the Issue Date and any modification, replacement, renewal or extension thereof; provided
that the amount of any such Investment may be increased (x) as required by the terms of such Investment as in
existence on the Issue Date or (y) as otherwise permitted under the Indenture;

(10) Investments received as a result of a bankruptcy, workout, reorganization or recapitalization of customers or
suppliers;

(11) as a result of a foreclosure by CCO Holdings or any Restricted Subsidiary with respect to any secured Investment
or other transfer of title with respect to any secured Investment in default;

(12) any Investment represented by Hedging Obligations not entered into for speculative purposes;

(13) loans and advances to officers, directors and employees for business-related travel expenses, moving expenses
and other expenses, in each case incurred in the ordinary course of business or to finance the purchase of Equity
Interests of CCO Holdings or any Parent and in an amount not to exceed $25.0 million at any one time outstanding;

(14) Investments the payment for which consists of Equity Interests of CCO Holdings or any Parent (exclusive of
Disqualified Stock of CCO Holdings);

(15) Guarantees of Indebtedness permitted under “— Certain Covenants—Incurrence of Indebtedness and Issuance of
Preferred Stock”;

(16) Investments consisting of purchases and acquisitions of inventory, supplies, material or equipment or the
licensing or contribution of intellectual property pursuant to joint marketing arrangements with other Persons, in each
case in the ordinary course of business;

(17) Investments consisting of the non-exclusive licensing or contribution of intellectual property pursuant to joint
marketing arrangements with other persons;
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(18) the creation of Liens on the assets of CCO Holdings or any of its Restricted Subsidiaries in compliance with
“Certain Covenants—Liens”;

(19) Investments consisting of earnest money deposits require in connection a purchase agreement or other
acquisitions to the extent not otherwise prohibited under the Indenture; and
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(20) Without duplication of amounts that otherwise increased the amount available under one or more of the foregoing
categories of Permitted Investments, investments made from the proceeds from any dividend or distribution by an
Unrestricted Subsidiary to CCO Holdings or any of its Restricted Subsidiaries.

“Permitted Liens” means:

(1) Liens on the assets of a Restricted Subsidiary of CCO Holdings securing Indebtedness and other obligations under
any of the Credit Facilities of such Restricted Subsidiary;

(2) Liens in favor of CCO Holdings;

(3) Liens on property of a Person existing at the time such Person is merged with or into or consolidated with CCO
Holdings; provided that such Liens were in existence prior to the contemplation of such merger or consolidation and
do not extend to any assets other than those of the Person merged into or consolidated with CCO Holdings;

(4) Liens on property existing at the time of acquisition thereof by CCO Holdings; provided that such Liens were in
existence prior to the contemplation of such acquisition;

(5) Liens to secure the performance of statutory obligations, surety or appeal bonds, performance bonds or other
obligations of a like nature incurred in the ordinary course of business;

(6) purchase money mortgages or other purchase money Liens (including, without limitation, any Capitalized Lease
Obligations) incurred by CCO Holdings upon any fixed or capital assets acquired after the Issue Date or purchase
money mortgages (including, without limitation, Capital Lease Obligations) on any such assets, whether or not
assumed, existing at the time of acquisition of such assets, whether or not assumed, so long as

(a) such mortgage or lien does not extend to or cover any of the assets of CCO Holdings, except the asset so
developed, constructed, or acquired, and directly related assets such as enhancements and modifications thereto,
substitutions, replacements, proceeds (including insurance proceeds), products, rents and profits thereof, and

(b) such mortgage or lien secures the obligation to pay all or a portion of the purchase price of such asset, interest
thereon and other charges, costs and expenses (including, without limitation, the cost of design, development,
construction, acquisition, transportation, installation, improvement, and migration) and is incurred in connection
therewith (or the obligation under such Capitalized Lease Obligation) only;

(7) Liens existing on the Issue Date and replacement Liens therefor that do not encumber additional property;

(8) Liens for taxes, assessments or governmental charges or claims that are not yet delinquent or that are being
contested in good faith by appropriate proceedings promptly instituted and diligently concluded; provided that any
reserve or other appropriate provision as shall be required in conformity with GAAP shall have been made therefor;

(9) statutory and common law Liens of landlords and carriers, warehousemen, mechanics, suppliers, materialmen,
repairmen or other similar Liens arising in the ordinary course of business and with respect to amounts not yet
delinquent or being contested in good faith by appropriate legal proceedings promptly instituted and diligently
conducted and for which a reserve or other appropriate provision, if any, as shall be required in conformity with
GAAP shall have been made;

(10) Liens incurred or deposits made in the ordinary course of business in connection with workers’ compensation,
unemployment insurance and other types of social security;
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(11) Liens incurred or deposits made to secure the performance of tenders, bids, leases, statutory or regulatory
obligation, bankers’ acceptance, surety and appeal bonds, government contracts, performance and return-of-money
bonds and other obligations of a similar nature incurred in the ordinary course of business (exclusive of obligations for
the payment of borrowed money);
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(12) easements, rights-of-way, municipal and zoning ordinances and similar charges, encumbrances, title defects or
other irregularities that do not materially interfere with the ordinary course of business of CCO Holdings or any of its
Restricted Subsidiaries;

(13) Liens of franchisors or other regulatory bodies arising in the ordinary course of business;

(14) Liens arising from filing Uniform Commercial Code financing statements regarding leases or other Uniform
Commercial Code financing statements for precautionary purposes relating to arrangements not constituting
Indebtedness;

(15) Liens arising from the rendering of a final judgment or order against CCO Holdings or any of its Restricted
Subsidiaries that does not give rise to an Event of Default;

(16) Liens securing reimbursement obligations with respect to letters of credit that encumber documents and other
property relating to such letters of credit and the products and proceeds thereof;

(17) Liens encumbering customary initial deposits and margin deposits, and other Liens that are within the general
parameters customary in the industry and incurred in the ordinary course of business, in each case, securing
Indebtedness under Hedging Obligations and forward contracts, options, future contracts, future options or similar
agreements or arrangements designed solely to protect CCO Holdings or any of its Restricted Subsidiaries from
fluctuations in interest rates, currencies or the price of commodities;

(18) Liens consisting of any interest or title of licensor in the property subject to a license;

(19) Liens on the Capital Stock of Unrestricted Subsidiaries;

(20) Liens arising from sales or other transfers of accounts receivable which are past due or otherwise doubtful of
collection in the ordinary course of business;

(21) Liens incurred with respect to obligations which in the aggregate do not exceed the greater of (i) $50 million or
(ii) 1.0% of Consolidated Net Tangible Assets at any one time outstanding;

(22) Liens in favor of the trustee arising under the Indentures and similar provisions in favor of trustees or other
agents or representatives under indentures or other agreements governing debt instruments entered into after the date
hereof;

(23) Liens in favor of the trustee for its benefit and the benefit of holders of the Notes, as their respective interests
appear; and

(24) Liens securing Permitted Refinancing Indebtedness, to the extent that the Indebtedness being refinanced was
secured or was permitted to be secured by such Liens.

“Permitted Refinancing Indebtedness” means any Indebtedness of CCO Holdings or any of its Restricted Subsidiaries
issued in exchange for, or the net proceeds of which are used within 60 days after the date of issuance thereof to
extend, refinance, renew, replace, defease or refund, other Indebtedness of CCO Holdings or any of its Restricted
Subsidiaries (other than intercompany Indebtedness); provided that unless permitted otherwise by the Indenture, no
Indebtedness of any Restricted Subsidiary may be issued in exchange for, nor may the net proceeds of Indebtedness be
used to extend, refinance, renew, replace, defease or refund, Indebtedness of the direct or indirect parent of such
Restricted Subsidiary; provided further that:
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(1) the principal amount (or accreted value, if applicable) of such Permitted Refinancing Indebtedness does not exceed
the principal amount of (or accreted value, if applicable), plus accrued interest and premium, if any, on the
Indebtedness so extended, refinanced, renewed, replaced, defeased or refunded (plus the amount of reasonable
expenses incurred in connection therewith), except to the extent that any such excess principal amount (or accreted
value, as applicable) would be then permitted to be incurred by other provisions of the covenant described above
under the caption “— Certain Covenants—Incurrence of Indebtedness and Issuance of Preferred Stock”;
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(2) such Permitted Refinancing Indebtedness has a final maturity date no earlier than the final maturity date of, and
has a Weighted Average Life to Maturity equal to or greater than the Weighted Average Life to Maturity of, the
Indebtedness being extended, refinanced, renewed, replaced, defeased or refunded; and

(3) if the Indebtedness being extended, refinanced, renewed, replaced, defeased or refunded is subordinated in right of
payment to the Notes, such Permitted Refinancing Indebtedness has a final maturity date later than the final maturity
date of, and is subordinated in right of payment to, the Notes on terms at least as favorable to the holders of Notes as
those contained in the documentation governing the Indebtedness being extended, refinanced, renewed, replaced,
defeased or refunded.

“Person” means any individual, corporation, partnership, joint venture, association, limited liability company, joint stock
company, trust, unincorporated organization, government or agency or political subdivision thereof or any other
entity.

“Preferred Stock,” as applied to the Capital Stock of any Person, means Capital Stock of any class or classes (however
designated) which, by its terms, is preferred as to the payment of dividends, or as to the distribution of assets upon any
voluntary or involuntary liquidation or dissolution of such Person, over shares of Capital Stock of any other class of
such Person.

“Productive Assets” means assets (including assets of a referent Person owned directly or indirectly through ownership
of Capital Stock) of a kind used or useful in the Cable Related Business.

“Qualified Capital Stock” means any Capital Stock that is not Disqualified Stock.

“Rating Agencies” means (1) each of Moody’s and S&P; and (2) if either of Moody’s or S&P ceases to rate the Notes or
fails to make a rating of the Notes publicly available for reasons outside of CCO Holdings’ control, a “nationally
recognized statistical rating organization” within the meaning of Rule 15c3-1(c)(2)(vi)(F) under the Exchange Act, as
amended, selected by CCO Holdings (as certified by a resolution of CCO Holdings’ Board of Directors) as a
replacement agency for Moody’s or S&P, or both, as the case may be.

“Restricted Investment” means an Investment other than a Permitted Investment.

“Restricted Subsidiary” of a Person means any Subsidiary of the referent Person that is not an Unrestricted Subsidiary.

“S&P” means Standard & Poor’s Ratings Service, a division of the McGraw-Hill Companies, Inc. or any successor to the
rating agency business thereof.

“Significant Subsidiary” means (a) with respect to any Person, any Restricted Subsidiary of such Person which would be
considered a “Significant Subsidiary” as defined in Rule 1-02(w) of Regulation S-X under the Securities Act and (b) in
addition, with respect to CCO Holdings, Capital Corp.

“Stated Maturity” means, with respect to any installment of interest or principal on any series of Indebtedness, the date
on which such payment of interest or principal was scheduled to be paid in the documentation governing such
Indebtedness on the Issue Date, or, if none, the original documentation governing such Indebtedness, and shall not
include any contingent obligations to repay, redeem or repurchase any such interest or principal prior to the date
originally scheduled for the payment thereof.

“Subsidiary” means, with respect to any Person:
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(1) any corporation, association or other business entity of which at least 50% of the total voting power of shares of
Capital Stock entitled (without regard to the occurrence of any contingency) to vote in the election of directors,
managers or trustees thereof is at the time owned or controlled, directly or indirectly, by such Person or one or more of
the other Subsidiaries of that Person (or a combination thereof) and, in the case of any such entity of which 50% of the
total voting power of shares of Capital Stock is so owned or controlled by such Person or one or more of the
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other Subsidiaries of such Person, such Person and its Subsidiaries also have the right to control the management of
such entity pursuant to contract or otherwise; and

(2) any partnership

(a) the sole general partner or the managing general partner of which is such Person or a Subsidiary of such Person, or

(b) the only general partners of which are such Person or of one or more Subsidiaries of such Person (or any
combination thereof).

“Total Assets” means the total assets of the Issuers and its Restricted Subsidiaries on a consolidated basis, as shown on
the most recent balance sheet of the Issuers.

“Treasury Rate” means, for any date, the yield to maturity at the time of computation of United States Treasury
securities with a constant maturity (as compiled and published in the most recent Federal Reserve Statistical
Release H.15(519) that has become publicly available at least two business days prior to the applicable redemption
date (or, if such Statistical Release is no longer published, any publicly available source of similar market data) most
nearly equal to the period from the applicable redemption date to January 15, 2014; provided, however, that if the
period from the applicable redemption date is not equal to the constant maturity of a United States Treasury security
for which a weekly average yield is given, the Treasury Rate shall be obtained by linear interpolation (calculated to
the nearest one-twelfth of a year) from the weekly average yields of United States Treasury securities for which such
yields are given except that if the period from the applicable redemption date to January 15, 2014 is less than one year,
the weekly average yield on actually traded United States Treasury Securities adjusted to a constant maturity of one
year shall be used.

“Unrestricted Subsidiary” means any Subsidiary of CCO Holdings that is designated by the Board of Directors of CCO
Holdings or CCI as an Unrestricted Subsidiary pursuant to a board resolution, but only to the extent that such
Subsidiary:

(1) has no Indebtedness other than Non-Recourse Debt;

(2) is not party to any agreement, contract, arrangement or understanding with CCO Holdings or any Restricted
Subsidiary of CCO Holdings unless the terms of any such agreement, contract, arrangement or understanding are no
less favorable to CCO Holdings or any Restricted Subsidiary of CCO Holdings than those that might be obtained at
the time from Persons who are not Affiliates of CCO Holdings unless such terms constitute Investments permitted by
the covenant described above under the caption “— Certain Covenants—Investments,” and Permitted Investments or Asset
Sales permitted under the covenant described above under the caption “— Repurchase at the Option of the Holders—Asset
Sales”; and

(3) does not own any Capital Stock of any Restricted Subsidiary of CCO Holdings.

Any designation of a Subsidiary of CCO Holdings as an Unrestricted Subsidiary shall be evidenced to the trustee by
filing with the trustee a certified copy of the board resolution giving effect to such designation and an officers’
certificate certifying that such designation complied with the preceding conditions and was permitted by the covenant
described above under the caption “— Certain Covenants—Investments.” If, at any time, any Unrestricted Subsidiary would
fail to meet the preceding requirements as an Unrestricted Subsidiary, it shall thereafter cease to be an Unrestricted
Subsidiary for purposes of the Indenture and any Indebtedness of such Subsidiary shall be deemed to be incurred by a
Restricted Subsidiary of CCO Holdings as of such date and, if such Indebtedness is not permitted to be incurred as of
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such date under the covenant described under the caption “— Certain Covenants—Incurrence of Indebtedness and Issuance
of Preferred Stock,” CCO Holdings shall be in default of such covenant. The Board of Directors of CCO Holdings or
CCI may at any time designate any Unrestricted Subsidiary to be a Restricted Subsidiary; provided that such
designation shall be deemed to be an incurrence of Indebtedness by a Restricted Subsidiary of any outstanding
Indebtedness of such Unrestricted Subsidiary and such designation shall only be permitted if:
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(1) such Indebtedness is permitted under the covenant described under the caption “— Certain Covenants—Incurrence of
Indebtedness and Issuance of Preferred Stock,” calculated on a pro forma basis as if such designation had occurred at
the beginning of the applicable reference period; and

(2) no Default or Event of Default would be in existence immediately following such designation.

“Voting Stock” of any Person as of any date means the Capital Stock of such Person that is at the time entitled to vote in
the election of the board of directors or comparable governing body of such Person.

“Weighted Average Life to Maturity” means, when applied to any Indebtedness at any date, the number of years
obtained by dividing:

(1) the sum of the products obtained by multiplying

(a) the amount of each then remaining installment, sinking fund, serial maturity or other required payments of
principal, including payment at final maturity, in respect thereof, by

(b) the number of years (calculated to the nearest one-twelfth) that will elapse between such date and the making of
such payment; by

(2) the then outstanding principal amount of such Indebtedness.

“Wholly Owned Restricted Subsidiary” of any Person means a Restricted Subsidiary of such Person all of the
outstanding common equity interests or other ownership interests of which (other than directors’ qualifying shares)
shall at the time be owned by such Person and/or by one or more Wholly Owned Restricted Subsidiaries of such
Person.
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IMPORTANT UNITED STATES FEDERAL INCOME TAX CONSIDERATIONS

General

The following is a general discussion of the material U.S. federal income tax consequences of the purchase, ownership
and disposition of the new notes by a person who acquires new notes pursuant to this exchange offer. Except where
noted, the summary deals only with the new notes held as capital assets within the meaning of section 1221 of the
Internal Revenue Code of 1986, as amended (the “Code”), and does not deal with special situations, such as those of
broker-dealers, tax exempt organizations, individual retirement accounts and other tax deferred accounts, financial
institutions, insurance companies, holders whose functional currency is not the U.S. dollar, or persons holding new
notes as part of a hedging or conversion transaction or a straddle, or a constructive sale. Further, the discussion below
is based upon the provisions of the Code and Treasury regulations, rulings and judicial decisions thereunder as of the
date hereof, and such authorities may be repealed, revoked, or modified, possibly with retroactive effect, so as to
result in United States federal income tax consequences different from those discussed below. In addition, except as
otherwise indicated, the following does not consider the effect of any applicable foreign, state, local or other tax laws
or estate or gift tax considerations. Furthermore, this discussion does not consider the tax treatment of holders of the
new notes who are partnerships or other pass-through entities for U.S. federal income tax purposes, or who are former
citizens or long-term residents of the United States.

This summary addresses tax consequences relevant to a holder of the new notes that is either a U.S. Holder or a
Non-U.S. Holder. As used herein, a “U.S. Holder” is a beneficial owner of a new note who is, for U.S. federal income
tax purposes, either an individual who is a citizen or resident of the United States, a corporation or other entity taxable
as a corporation for U.S. federal income tax purposes created in, or organized in or under the laws of, the United
States or any political subdivision thereof, an estate the income of which is subject to U.S. federal income taxation
regardless of its source, or a trust the administration of which is subject to the primary supervision of a U.S. court and
which has one or more United States persons who have the authority to control all substantial decisions of the trust or
that was in existence on, August 20, 1996, was treated as a United States person under the Code on that date and has
made a valid election to be treated as a United States person under the Code. A “Non-U.S. Holder” is a beneficial owner
of a new note that is, for U.S. federal income tax purposes, not a U.S. Holder or a partnership or other pass-through
entity for U.S. federal income tax purposes.

The U.S. federal income tax treatment of a partner in a partnership (or other entity classified as a partnership for U.S.
federal income tax purposes) that holds the new notes generally will depend on such partner’s particular circumstances
and on the activities of the partnership. Partners in such partnerships should consult their own tax advisors.

PROSPECTIVE INVESTORS ARE ADVISED TO CONSULT THEIR OWN TAX ADVISORS WITH REGARD
TO THE APPLICATION OF THE TAX CONSIDERATIONS DISCUSSED BELOW TO THEIR PARTICULAR
SITUATIONS, AS WELL AS THE APPLICATION OF ANY STATE, LOCAL, FOREIGN, ESTATE, GIFT OR
OTHER TAX LAWS, OR SUBSEQUENT REVISIONS THEREOF.

United States Federal Income Taxation of U.S. Holders

Exchange Offer

Pursuant to the exchange offer holders are entitled to exchange the original notes for new notes that will be
substantially identical in all material respects to the original notes, except that the new notes will be registered and
therefore will not be subject to transfer restrictions. Accordingly,
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(1)           no gain or loss will be realized by a U.S. Holder upon receipt of a new note,

(2)           the holding period of the new note will include the holding period of the original note exchanged therefor,
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(3)           the adjusted tax basis of the new notes will be the same as the adjusted tax basis of the original notes
exchanged at the time of the exchange, and

(4)           the U.S. Holder will continue to take into account income in respect of the new note in the same manner as
before the exchange.

Payments of Interest on the New Notes

Subject to the bond premium rules discussed below, interest on the new notes constitutes qualified stated interest and
will be taxable to a U.S. Holder as ordinary income at the time such interest is accrued or actually or constructively
received in accordance with the U.S. Holder’s regular method of accounting for U.S. federal income tax purposes.

Bond Premium

If a holder has a tax basis in a new note immediately after the new note is acquired that is greater than the stated
redemption price at maturity, the holder has acquired the new note with “bond premium.”  A holder may elect to
amortize such bond premium over the life of the new note to offset a portion of the stated interest that would
otherwise be includible in income. Such an election generally applies to all taxable debt instruments held by the holder
on or after the first day of the first taxable year to which the election applies, and may be revoked only with the
consent of the IRS.   If a U.S. holder does not make this election, such U.S. holder must include the full amount of
each interest payment in income as described in “Payments of Interest on the New Notes” above.  The U.S. holder will
receive a tax benefit from the premium only in computing gain or loss upon the sale or other disposition or retirement
of the note.  Holders that acquire a new note with bond premium should consult their tax advisors regarding the
manner in which such premium is calculated and the election to amortize bond premium over the life of the
instrument.

Effect of Optional Redemption on Yield to Maturity

At any time prior to January 15, 2014 we may redeem up to 35% of the new notes upon the occurrence of certain
Equity Offerings. Computation of the yield and maturity of the new notes is not affected by such redemption rights if,
based on all the facts and circumstances as of the date of issuance, the stated payment schedule of the new notes (that
does not reflect the equity offering event) is significantly more likely than not to occur. We have determined that,
based on all of the facts and circumstances as of the date of issuance, it is significantly more likely than not that the
new notes will be paid according to their stated schedule.

We may redeem the new notes, in whole or in part, at any time on or after January 15, 2014 at redemption prices
specified elsewhere herein plus accrued and unpaid interest, if any. The Treasury Regulations contain rules for
determining the “maturity date” and the stated redemption price at maturity of an instrument that may be redeemed prior
to its stated maturity date at the option of the issuer. Under such Treasury Regulations, solely for the purposes of the
accrual of original issue discount, it is assumed that an issuer will exercise any option to redeem a debt instrument
only if such exercise would lower the yield to maturity of the debt instrument. Because the exercise of such options
would not lower the yield to maturity of the new notes, we believe that we will not be presumed under these rules to
redeem the new notes prior to their stated maturity.

Sale, Redemption, Retirement or Other Taxable Disposition of the New Notes

Unless a non-recognition event applies, upon the sale, redemption, retirement or other taxable disposition of a new
note, the U.S. Holder will generally recognize gain or loss in an amount equal to the difference between (1) the
amount of cash and the fair market value of other property received in exchange therefor and (2) the holder’s adjusted
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tax basis in such new note. Amounts attributable to accrued but unpaid interest on the new notes will be treated as
ordinary interest income as described above. A U.S. Holder’s adjusted tax basis in a new note will generally equal the
purchase price of the new note (or the original note exchanged therefor) increased by any market discount, if any, that
the U.S. Holder elected to include in income and decreased by any bond premium amortized by the holder and the
amount of any payment on such new note other than qualified stated interest.
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Except as discussed below with respect to market discount, gain or loss realized on the sale, redemption, retirement or
other taxable disposition of a new note will be capital gain or loss and will be long term capital gain or loss at the time
of sale, redemption, retirement or other taxable disposition, if the new note has been held for more than one year. The
deductibility of capital losses is subject to certain limitations.

Market Discount

The resale of new notes may be affected by the impact on a purchaser of the market discount provisions of the Code.
For this purpose, the market discount on a new note generally will be equal to the amount, if any, by which the
adjusted issue price of the new note immediately after its acquisition exceeds the amount paid for the new note. To the
extent a U.S. holder had market discount on an original note, the U.S. holder will have market discount on a new note
exchanged therefor. Subject to a de minimis exception, these provisions generally require a U.S. Holder who acquires
a new note at a market discount to treat as ordinary income any gain recognized on the disposition of such new note to
the extent of the accrued market discount on such new note at the time of disposition, unless the U.S. Holder elects to
include accrued market discount in income currently. In general, market discount will be treated as accruing on a
straight line basis over the remaining term of the new note at the time of acquisition, or at the election of the U.S.
Holder, under a constant yield method. If an election is made, the holder’s basis in the new notes will be increased to
reflect the amount of income recognized and the rules described below regarding deferral of interest deductions will
not apply. The election to include market discount in income currently, once made, applies to all market discount
obligations acquired on or after the first taxable year to which the election applies and may not be revoked without the
consent of the Internal Revenue Service.

A U.S. Holder who acquires a new note at a market discount and who does not elect to include accrued market
discount in income currently may be required to defer the deduction of a portion of the interest on any indebtedness
incurred or maintained to purchase or carry such new note.

Information Reporting and Backup Withholding

Backup withholding and information reporting requirements may apply to certain payments of principal and interest
on a new note and to certain payments of the proceeds of the sale or redemption of a new note. We or our paying
agent, as the case may be, will be required to withhold from any payment that is subject to backup withholding tax at a
rate of 28 percent if a U.S. Holder fails to furnish his U.S. taxpayer identification number (“TIN”), certify that such
number is correct, certify that such holder is not subject to backup withholding or otherwise comply with the
applicable backup withholding rules. Unless extended by future legislation, however, the reduction in the backup
withholding rate to 28 percent expires and the 31 percent backup withholding rate will be reinstated for payments
made after December 31, 2010. Exempt holders (including, among others, all corporations) are not subject to these
backup withholding and information reporting requirements.

Any amounts withheld under the backup withholding rules from a payment to a U.S. Holder of the new notes will be
allowed as a refund or a credit against such holder’s U.S. federal income tax liability, provided that the required
information is furnished to the Internal Revenue Service.

United States Federal Income Taxation of Non-U.S. Holders

Exchange Offer

The exchange of original notes for the new notes pursuant to this exchange offer will not constitute a taxable event for
a Non-U.S. Holder.

Edgar Filing: Cellcom Israel Ltd. - Form 424B1

Table of Contents 153



Payments of Interest

Subject to the discussion of information reporting and backup withholding below, and assuming that the DTC’s
book-entry procedures set forth in the section entitled “Description of the Notes — Book-Entry, Delivery and Form” are
observed upon issuance and throughout the term of the Notes, the payment to a Non-U.S. Holder of interest on a

75

Edgar Filing: Cellcom Israel Ltd. - Form 424B1

Table of Contents 154



 new note will not be subject to United States federal withholding tax pursuant to the “portfolio interest exception,”
provided that:

(1)           the interest is not effectively connected with the conduct of a trade or business in the United States;

(2)           the Non-U.S. Holder (A) does not actually or constructively own 10 percent or more of the combined voting
power of all classes of stock of CCH II Capital Corp entitled to vote nor 10 percent or more of the capital or profits
interests of CCH II, LLC and (B) is neither a controlled foreign corporation that is related to us through stock
ownership within the meaning of the Code, nor a bank that received the new notes on an extension of credit in the
ordinary course of its trade or business; and

(3)           either (A) the beneficial owner of the new notes certifies to us or our paying agent, under penalties of
perjury, that it is not a U.S. Holder and provides its name and address on Internal Revenue Service Form W-8BEN (or
a suitable substitute form) or (B) a securities clearing organization, bank or other financial institution that holds the
new notes on behalf of such Non-U.S. Holder in the ordinary course of its trade or business (a “financial institution”)
certifies under penalties of perjury that such an Internal Revenue Service Form W-8BEN or W-8IMY (or suitable
substitute form) has been received from the beneficial owner by it or by a financial institution between it and the
beneficial owner and, in case of a non-qualified intermediary, furnishes the payor with a copy thereof.

If a Non-U.S. Holder cannot satisfy the requirements of the portfolio interest exception described above, payments of
interest made to such Non-U.S. Holder will be subject to a 30 percent withholding tax, unless the beneficial owner of
the Note provides us or our paying agent, as the case may be, with a properly executed (1) Internal Revenue Service
Form W-8BEN (or successor form) providing a correct TIN and claiming an exemption from or reduction in the rate
of withholding under the benefit of a income tax treaty or (2) Internal Revenue Service Form W-8ECI (or successor
form) providing a correct TIN and stating that interest paid on the new note is not subject to withholding tax because it
is effectively connected with the beneficial owner’s conduct of a trade or business in the United States.

Notwithstanding the foregoing, if a Non-U.S. Holder of a new note is engaged in a trade or business in the United
States and interest on the new note is effectively connected with the conduct of such trade or business, and, where an
income tax treaty applies, is attributable to a U.S. permanent establishment or, in the case of an individual, a fixed
base in the United States, such Non-U.S. Holder generally will be subject to U.S. federal income tax on such interest
in the same manner as if it were a U.S. Holder (that is, will be taxable on a net basis at applicable graduated individual
or corporate rates). In addition, if such Non-U.S. Holder is a foreign corporation, it may be subject to a branch profits
tax equal to 30 percent of its effectively connected earnings and profits for that taxable year unless it qualifies for a
lower rate under an applicable income tax treaty.

Sale, Redemption, Retirement or Other Taxable Disposition of New Notes

Generally, any gain realized on the sale, redemption, retirement or other taxable disposition of a new note by a
Non-U.S. Holder will not be subject to U.S. federal income tax, unless:

(1)           such gain is effectively connected with the conduct by such holder of a trade or business in the United
States, and, where an income tax treaty applies, the gain is attributable to a permanent establishment maintained in the
United States or, in the case of an individual, a fixed base in the United States, or

(2)           in the case of gains derived by an individual, such individual is present in the United States for 183 days or
more in the taxable year of the disposition and certain other conditions are met.

Edgar Filing: Cellcom Israel Ltd. - Form 424B1

Table of Contents 155



If a Non-U.S. Holder of a new note is engaged in the conduct of a trade or business in the United States, gain on the
taxable disposition of a new note that is effectively connected with the conduct of such trade or business and, where
an income tax treaty applies, is attributable to a U.S. permanent establishment or, in the case of an individual, a fixed
base in the United States, generally will be taxed on a net basis at applicable graduated individual or corporate rates.

76

Edgar Filing: Cellcom Israel Ltd. - Form 424B1

Table of Contents 156



Effectively connected gain of a foreign corporation may, under certain circumstances, be subject as well to a branch
profits tax at a rate of 30 percent or a lower applicable income tax treaty rate.

If an individual Non-U.S. Holder is present in the United States for 183 days or more in the taxable year of the
disposition of the Note and is nevertheless a “Non-U.S. Holder”, such Non-U.S. Holder generally will be subject to U.S.
federal income tax at a rate of 30 percent (or a lower applicable income tax treaty rate) on the amount by which capital
gains allocable to U.S. sources (including gain, if such gain is allowable to U.S. sources, from the sale, exchange,
retirement or other disposition of the Note) exceed capital losses which are allocable to U.S. sources and recognized
during the same taxable year.

Information Reporting and Backup Withholding

When required, we or our paying agent will report annually to the Internal Revenue Service and to each Non-U.S.
Holder the payment of any interest, regardless of whether withholding was required, and any tax withheld with respect
to the interest. Copies of these information returns may also be made available under the provisions of a specific treaty
or agreement of the tax authorities of the country in which the Non-U.S. Holder resides.

Certain Non-U.S. Holders may, under applicable U.S. Treasury regulations, be presumed to be U.S. persons. Interest
paid to such holders generally will be subject to information reporting and backup withholding at a 28 percent rate
unless such holders provide to us or our paying agent, as the case maybe, an Internal Revenue Service Form W-8BEN
(or satisfy certain certification documentary evidence requirements for establishing that such holders are non-United
States persons under U.S. Treasury regulations) or otherwise establish an exemption. Unless extended by future
legislation, however, the reduction in the backup withholding rate to 28 percent expires and the 31 percent backup
withholding rate will be reinstated for payments made after December 31, 2010. Backup withholding will not apply to
interest that was subject to the 30 percent withholding tax (or at applicable income tax treaty rate) applicable to certain
Non-U.S. Holders, as described above.

Information reporting and backup withholding will also generally apply to a payment of the proceeds of a disposition
of a new note (including a redemption) if payment is effected by or through a U.S. office of a broker, unless a
Non-U.S. Holder provides us or our paying agent, as the case may be, with such Non-U.S. Holder’s name and address
and either certifies non-United States status or otherwise establishes an exemption. In general, backup withholding
and information reporting will not apply to the payment of the proceeds from the disposition of the Notes by or
through a foreign office of a broker. If, however, such broker is (i) a United States person, (ii) a foreign person 50
percent or more of whose gross income is from a U.S. trade or business for a specified three-year period, (iii) a
“controlled foreign corporation” as to the United States, or (iv) a foreign partnership that, at any time during its taxable
year, is 50 percent or more (by income or capital interest) owned by United States persons or is engaged in the
conduct of a U.S. trade or business, such payment will be subject to information reporting, but not backup
withholding, unless such broker has documentary evidence in its records that the holder is a Non-U.S. Holder and
certain other conditions are met, or the holder otherwise establishes an exemption.

Any amounts withheld under the backup withholding rules from a payment to a holder of the new notes will be
allowed as a refund or a credit against such holder’s U.S. federal income tax liability, provided that the required
information is furnished to the Internal Revenue Service.
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PLAN OF DISTRIBUTION

A broker-dealer that is the holder of original notes that were acquired for the account of such broker-dealer as a result
of market-making or other trading activities, other than original notes acquired directly from us or any of our affiliates
may exchange such original notes for new notes pursuant to the exchange offer. This is true so long as each
broker-dealer that receives new notes for its own account in exchange for original notes, where such original notes
were acquired by such broker-dealer as a result of market-making or other trading activities acknowledges that it will
deliver a prospectus in connection with any resale of such new notes. This prospectus, as it may be amended or
supplemented from time to time, may be used by a broker-dealer in connection with resales of new notes received in
exchange for original notes where such original notes were acquired as a result of market-making activities or other
trading activities. We have agreed that for a period of 180 days after consummation of the exchange offer or such time
as any broker-dealer no longer owns any registrable securities, we will make this prospectus, as it may be amended or
supplemented from time to time, available to any broker-dealer for use in connection with any such resale. All dealers
effecting transactions in the new notes will be required to deliver a prospectus.

We will not receive any proceeds from any sale of new notes by broker-dealers or any other holder of new notes. New
notes received by broker-dealers for their own account in the exchange offer may be sold from time to time in one or
more transactions in the over-the-counter market, in negotiated transactions, through the writing of options on the new
notes or a combination of such methods of resale, at market prices prevailing at the time of resale, at prices related to
such prevailing market prices or negotiated prices. Any such resale may be made directly to purchasers or to or
through brokers or dealers who may receive compensation in the form of commissions or concessions from any such
broker-dealer and/or the purchasers of any such new notes. Any broker-dealer that resells new notes that were
received by it for its own account pursuant to the exchange offer and any broker or dealer that participates in a
distribution of such new notes may be deemed to be an “underwriter” within the meaning of the Securities Act of 1933,
and any profit on any such resale of new notes and any commissions or concessions received by any such persons may
be deemed to be underwriting compensation under the Securities Act of 1933. The letter of transmittal states that by
acknowledging that it will deliver and by delivering a prospectus, a broker-dealer will not be deemed to admit that it is
an “underwriter” within the meaning of the Securities Act of 1933.

For a period of 180 days after consummation of the exchange offer (or, if earlier, until such time as any broker-dealer
no longer owns any registrable securities), we will promptly send additional copies of this prospectus and any
amendment or supplement to this prospectus to any broker-dealer that requests such documents in the letter of
transmittal. We have agreed to pay all expenses incident to the exchange offer and to our performance of, or
compliance with, the exchange and registration rights agreement (other than commissions or concessions of any
brokers or dealers) and will indemnify the holders of the notes (including any broker-dealers) against certain
liabilities, including liabilities under the Securities Act of 1933.
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LEGAL MATTERS

The validity of the new notes offered in this prospectus will be passed upon for the Issuers by Kirkland & Ellis, LLP.
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EXPERTS

The consolidated financial statements of Charter Communications, Inc. and subsidiaries as of December 31, 2010
(Successor Company) and 2009 (Successor Company) (collectively, the Company), and for the year ended December
31, 2010 (Successor Company), the one month ended December 31, 2009 (Successor Company), the eleven months
ended November 30, 2009 (Predecessor Company) and the year ended December 31, 2008 (Predecessor Company),
and management's assessment of the effectiveness of internal control over financial reporting as of December 31, 2010
have been incorporated by reference herein in reliance upon the report of KPMG LLP, independent registered public
accounting firm, appearing in our Annual Report on Form 10-K for the year ended December 31, 2010, incorporated
by reference herein, and upon the authority of said firm as experts in accounting and auditing.

The audit report covering the December 31, 2010 consolidated financial statements refers to the adoption of AICPA
Statement of Position 90-7, Financial Reporting by Entities in Reorganization Under the Bankruptcy Code (included
in FASB ASC Topic 852, Reorganizations), effective as of November 30, 2009, and Financial Accounting Standards
Board Statement No. 160, Noncontrolling Interests in Consolidated Financial Statements—An Amendment of ARB No.
51 (included in FASB ASC Topic 810, Consolidations), effective January 1, 2009.
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WHERE YOU CAN FIND MORE INFORMATION

The indenture governing the notes provides that, regardless of whether they are at any time required to file reports
with the SEC, the Issuers will file with the SEC and furnish to the holders of the notes all such reports and other
information as would be required to be filed with the SEC if the Issuers were subject to the reporting requirements of
the Exchange Act.

While any notes remain outstanding, the Issuers will make available upon request to any holder and any prospective
purchaser of notes the information required pursuant to Rule 144A(d)(4) under the Securities Act during any period in
which the Issuers are not subject to Section 13 or 15(d) of the Exchange Act. This prospectus contains summaries,
believed to be accurate in all material respects, of certain terms of certain agreements regarding this exchange offer
and the notes (including but not limited to the indenture governing your notes), but reference is hereby made to the
actual agreements, copies of which will be made available to you upon request to us or the initial purchasers, for
complete information with respect thereto, and all such summaries are qualified in their entirety by this reference. Any
such request for the agreements summarized herein should be directed to Investor Relations, CCO Holdings, LLC,
12405 Powerscourt Drive, St. Louis, Missouri 63131, telephone number (314) 965-0555.
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      Completed letters of transmittal and any other documents required in connection with surrenders of original notes
for conversion should be directed to the exchange agent at the address set forth below. Any requests for assistance in
connection with the exchange offer or for additional copies of this exchange offer prospectus or related materials
should be directed to the information agent at the address or telephone numbers set forth below. A holder may also
contact such holder’s broker, dealer, commercial bank, trust company or other nominee for assistance concerning the
exchange offer.

The exchange and information agent for the exchange offer is:

The Bank of New York Mellon Trust Company, N.A.

c/o Bank of New York Mellon Corporation
Corporate Trust Operations

Reorganization Unit
101 Barclay Street, 7 East

New York, New York 10286
Attn:  Ms. Carolle Montreuil

Facsimile Transmission:  (212) 298-1915
Confirm by Telephone:  (212) 815-5920
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PART II

INFORMATION NOT REQUIRED IN THE PROSPECTUS

Item 20. Indemnification of Directors and Officers

Indemnification Under the Limited Liability Company Agreement of CCO Holdings

The limited liability company agreement of CCO Holdings provides that the members, the manager, the directors,
their affiliates or any person who at any time serves or has served as a director, officer, employee or other agent of any
member or any such affiliate, and who, in such capacity, engages or has engaged in activities on behalf of CCO
Holdings, shall be indemnified and held harmless by CCO Holdings to the fullest extent permitted by law from and
against any losses, damages, expenses, including attorneys’ fees, judgments and amounts paid in settlement actually
and reasonably incurred by or in connection with any claim, action, suit or proceeding arising out of or incidental to
such indemnifiable person’s acts or omissions on behalf of CCO Holdings. Notwithstanding the foregoing, no
indemnification is available under the limited liability company agreement in respect of any such claim adjudged to be
primarily the result of bad faith, willful misconduct or fraud of an indemnifiable person. Payment of these
indemnification obligations shall be made from the assets of CCO Holdings and the members shall not be personally
liable to an indemnifiable person for payment of indemnification.

Indemnification Under the Delaware Limited Liability Company Act

Section 18-108 of the Delaware Limited Liability Company Act authorizes a limited liability company to indemnify
and hold harmless any member or manager or other person from and against any and all claims and demands
whatsoever, subject to such standards and restrictions, if any, as are set forth in its limited liability company
agreement.

Indemnification Under the By-Laws of CCO Holdings Capital

The bylaws of CCO Holdings Capital require CCO Holdings Capital, to the fullest extent authorized by the Delaware
General Corporation Law, to indemnify any person who was or is made a party or is threatened to be made a party or
is otherwise involved in any action, suit or proceeding by reason of the fact that he is or was a director or officer of
CCO Holdings Capital or is or was serving at the request of CCO Holdings Capital as a director, officer, employee or
agent of another corporation, partnership, joint venture, trust, employee benefit plan or other entity or enterprise, in
each case, against all expense, liability and loss (including attorneys’ fees, judgments, amounts paid in settlement,
fines, ERISA excise taxes or penalties) reasonably incurred or suffered by such person in connection therewith.

Indemnification Under the Delaware General Corporation Law

Section 145 of the Delaware General Corporation Law, authorizes a corporation to indemnify any person who was or
is a party, or is threatened to be made a party, to any threatened, pending or completed action, suit or proceeding,
whether civil, criminal, administrative or investigative, by reason of the fact that the person is or was a director,
officer, employee or agent of the corporation, or is or was serving at the request of the corporation as a director,
officer, employee or agent of another corporation, partnership, joint venture, trust or other enterprise, against
expenses, including attorneys’ fees, judgments, fines and amounts paid in settlement actually and reasonably incurred
by the person in connection with such action, suit or proceeding, if the person acted in good faith and in a manner the
person reasonably believed to be in, or not opposed to, the best interests of the corporation and, with respect to any
criminal action or proceeding, had no reasonable cause to believe the person’s conduct was unlawful. In addition, the
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Delaware General Corporation Law does not permit indemnification in any threatened, pending or completed action
or suit by or in the right of the corporation in respect of any claim, issue or matter as to which such person shall have
been adjudged to be liable to the corporation, unless and only to the extent that the court in which such action or suit
was brought shall determine upon application that, despite the adjudication of liability, but in view of all the
circumstances of the case, such person is fairly and reasonably entitled to indemnity for such expenses, which such
court shall deem proper. To the extent that a present or former director or officer of a
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corporation has been successful on the merits or otherwise in defense of any action, suit or proceeding referred to
above, or in defense of any claim, issue or matter, such person shall be indemnified against expenses, including
attorneys’ fees, actually and reasonably incurred by such person. Indemnity is mandatory to the extent a claim, issue or
matter has been successfully defended. The Delaware General Corporation Law also allows a corporation to provide
for the elimination or limit of the personal liability of a director to the corporation or its stockholders for monetary
damages for breach of fiduciary duty as a director, provided that such provision shall not eliminate or limit the
liability of a director

(i)  for any breach of the director’s duty of loyalty to the corporation or its stockholders,

(ii)  for acts or omissions not in good faith or which involve intentional misconduct or a knowing violation of
law,

(iii)  for unlawful payments of dividends or unlawful stock purchases or redemptions, or

(iv)  for any transaction from which the director derived an improper personal benefit. These provisions will
not limit the liability of directors or officers under the federal securities laws of the United States.

Indemnification Under Charter Indemnification Agreements

Charter has entered into indemnification agreements that require us to indemnify each of our directors and officers to
the fullest extent permitted by law for any claims made against each of these persons because he or she is, was or may
be deemed to be a stockholder, director, officer, employee, controlling person, agent or fiduciary of Charter or any of
our subsidiaries.  We are obligated to pay the expenses of these persons in connection with any claims that are subject
to the agreement.

Item 21. Exhibits and Financial Schedules.

Exhibits

Reference is made to the Exhibit Index filed as part of this Registration Statement.

Financial Statement Schedules

Schedules not listed above are omitted because of the absence of the conditions under which they are required or
because the information required by such omitted schedules is set forth in the financial statements or the notes thereto.

Item 22. Undertakings.

The undersigned registrants hereby undertake that:

(1) Prior to any public reoffering of the securities registered hereunder through use of a prospectus which is a part of
this registration statement, by any person or party who is deemed to be an underwriter within the meaning of Rule
145(c), the issuer undertakes that such reoffering prospectus will contain the information called for by the applicable
registration form with respect to the reofferings by persons who may be deemed underwriters, in addition to the
information called for by the other items of the applicable form.

(2) Every prospectus: (i) that is filed pursuant to the immediately preceding paragraph or (ii) that purports to meet the
requirements of Section 10(a)(3) of the Securities Act of 1933 and is used in connection with an offering of securities
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subject to Rule 415, will be filed as a part of an amendment to the registration statement and will not be used until
such amendment is effective, and that, for purposes of determining any liability under the Securities Act of 1933, each
such post-effective amendment shall be deemed to be a new
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registration statement relating to the securities offered therein, and the offering of such securities at that time shall be
deemed to be the initial bona fide offering thereof.

The undersigned registrants hereby undertake to respond to requests for information that is incorporated by reference
into the prospectus pursuant to Item 4, 10(b), 11 or 13 of this form, within one business day of receipt of such request,
and to send the incorporated documents by first class mail or other equally prompt means. This includes information
contained in documents filed subsequent to the effective date of the registration statement through the date of
responding to the request.

The undersigned registrants hereby undertake to supply by means of a post-effective amendment all information
concerning a transaction, and the company being acquired involved therein, that was not the subject of and included in
the registration statement when it became effective.

Insofar as indemnification for liabilities arising under the Securities Act of 1933 may be permitted to directors,
officers, and controlling persons of the registrants pursuant to the foregoing provisions, or otherwise, the registrants
have been advised that in the opinion of the Securities and Exchange Commission, such indemnification is against
public policy as expressed in the Securities Act of 1933 and is, therefore, unenforceable. In the event that a claim for
indemnification against such liabilities, other than the payment by the registrants of expenses incurred or paid by a
director, officer, or controlling person of the registrants in the successful defense of any action, suit or proceeding, is
asserted by such director, officer, or controlling person in connection with the securities being registered, the
registrants will, unless in the opinion of their counsel the matter has been settled by controlling precedent, submit to a
court of appropriate jurisdiction the question whether such indemnification by them is against public policy as
expressed in the Securities Act of 1933 and will be governed by the final adjudication of such issue.
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SIGNATURES

Pursuant to the requirements of the Securities Act of 1933, the registrants have duly caused this registration statement
to be signed on their behalf by the undersigned, thereunto duly authorized, in the County of Saint Louis, State of
Missouri, on August 29, 2011.

                CHARTER COMMUNICATIONS, INC.
                Registrant

                By:   /s/ Kevin D. Howard
                Kevin D. Howard
                Senior Vice President – Finance, Controller and
                Chief Accounting Officer

                CCO HOLDINGS, LLC,
                Registrant

                By: CHARTER COMMUNICATIONS, INC.,
                Sole Manager

                By:  /s/ Kevin D. Howard
               Kevin D. Howard
              Senior Vice President – Finance, Controller and
                      Chief Accounting Officer

POWER OF ATTORNEY

Each person whose signature appears below constitutes and appoints Richard R. Dykhouse, Paul J. Rutterer and Kevin
D. Howard, and each of them singly, his or her true and lawful attorneys-in-fact and agents, with full power of
substitution and resubstitution, for him or her and in his or her name, place and stead, in any and all capacities, to sign
any and all amendments (including post-effective amendments) to this registration statement and any and all
additional registration statements pursuant to Rule 462(b) of the Securities Act of 1933, as amended, and to file the
same, with all exhibits thereto, and all other documents in connection therewith, with the SEC, granting unto each said
attorney-in-fact and agents full power and authority to do and perform each and every act in person, hereby ratifying
and confirming all that said attorneys-in-fact and agents or either of them or their or his or her substitute or substitutes
may lawfully do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities Act of 1933, this registration statement has been signed by the following
persons in the capacities and on the dates indicated below on behalf of each of the registrants.

Signature Title Date

/s/ Michael J. Lovett President, Chief Executive
Officer and

August 29, 2011

Michael J. Lovett
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Director (Principal Executive
Officer)

/s/ Christopher L. Winfrey Executive Vice President and
Chief

August 29, 2011

Christopher L. Winfrey Financial Officer
(Principal Financial Officer)

/s/ Kevin D. Howard Senior Vice President – Finance, August 29, 2011
Kevin D. Howard Controller and Chief Accounting

 Officer (Principal Accounting
Officer)
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/s/ Eric L. Zinterhofer Director August 22, 2011
Eric L. Zinterhofer

/s/ Robert Cohn Director August 29, 2011
Robert Cohn

/s/ W. Lance Conn Director August 29, 2011
W. Lance Conn

/s/ Darren Glatt Director August 26, 2011
Darren Glatt

/s/ Craig A. Jacobson Director August 29, 2011
Craig A. Jacobson

/s/ Bruce A. Karsh Director August 22, 2011
Bruce A. Karsh

/s/ Edgar Lee  Director  August 22, 2011
Edgar Lee

/s/ John D. Markley, Jr. Director August 23, 2011
John D. Markley, Jr.

/s/ David C. Merritt Director August 29, 2011
David C. Merritt

Director August   , 2011
Stan Parker
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SIGNATURES

Pursuant to the requirements of the Securities Act of 1933, the registrants have duly caused this registration statement
to be signed on their behalf by the undersigned, thereunto duly authorized, in the County of Saint Louis, State of
Missouri, on August 29, 2011.

                CCO HOLDINGS CAPITAL CORP.
                Registrant

                By:  /s/ Kevin D. Howard
                Kevin D. Howard
                Senior Vice President – Finance, Controller and
                Chief Accounting Officer

POWER OF ATTORNEY

Each person whose signature appears below constitutes and appoints Richard R. Dykhouse, Paul J. Rutterer and Kevin
D. Howard, and each of them singly, his or her true and lawful attorneys-in-fact and agents, with full power of
substitution and resubstitution, for him or her and in his or her name, place and stead, in any and all capacities, to sign
any and all amendments (including post-effective amendments) to this registration statement and any and all
additional registration statements pursuant to Rule 462(b) of the Securities Act of 1933, as amended, and to file the
same, with all exhibits thereto, and all other documents in connection therewith, with the SEC, granting unto each said
attorney-in-fact and agents full power and authority to do and perform each and every act in person, hereby ratifying
and confirming all that said attorneys-in-fact and agents or either of them or their or his or her substitute or substitutes
may lawfully do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities Act of 1933, this registration statement has been signed by the following
persons in the capacities and on the dates indicated below on behalf of each of the registrants.

Signature Title Date

/s/ Michael J. Lovett President, Chief Executive
Officer and

August 29, 2011

Michael J. Lovett Director
(Principal Executive Officer)

/s/ Christopher L. Winfrey Executive Vice President and
Chief

August 29, 2011

Christopher L. Winfrey Financial Officer
(Principal Financial Officer)

/s/ Kevin D. Howard Senior Vice President – Finance, August 29, 2011
Kevin D. Howard Controller and Chief Accounting

 Officer (Principal Accounting
Officer)
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Exhibit Description

2.1 Debtors’ Disclosure Statement filed pursuant to Chapter 11 of the United States
Bankruptcy Code filed on May 1, 2009 with the United States Bankruptcy Court
for the Southern District of New York in Case No. 09-11435 (Jointly
Administered) (incorporated by reference to Exhibit 10.1 to the quarterly report
on Form 10-Q of Charter Communications, Inc. filed on August 6, 2009 (File
No. 001-33664)).

2.2 Debtors’ Joint Plan of Reorganization filed pursuant to Chapter 11 of the United
States Bankruptcy Code filed on July 15, 2009 with the United States
Bankruptcy Court for the Southern District of New York in Case No. 09-11435
(Jointly Administered) (incorporated by reference to Exhibit 10.2 to the
quarterly report on Form 10-Q of Charter Communications, Inc. filed on August
6, 2009 (File No. 001-33664)).

3.1 Amended and Restated Certificate of Incorporation of Charter Communications,
Inc. (originally incorporated July 22, 1999) (incorporated by reference to
Exhibit 3.1 to the current report on Form 8-K of Charter Communications, Inc.
filed on August 20, 2010 (File No. 001-33664)).

3.2 Amended and Restated By-laws of Charter Communications, Inc. as of
November 30, 2009 (incorporated by reference to Exhibit 3.2 to the current
report on Form 8-K of Charter Communications, Inc. filed on December 4, 2009
(File No. 001-33664)).

3.3 Certificate of Formation of CCO Holdings, LLC (incorporated by reference to
Exhibit 3.1 to the registration statement on Form S-4 of CCO Holdings, LLC
and CCO Holdings Capital Corporation filed on February 6, 2004 (File No.
333-112593)).

3.4 Certificate of Correction of Certificate of Formation of CCO Holdings, LLC
(incorporated by reference to Exhibit 3.2 to the registration statement on
Form S-4 of CCO Holdings, LLC and CCO Holdings Capital Corp. filed on
February 6, 2004 (File No. 333-112593)).

3.5 Second Amended and Restated Limited Liability Company Agreement of CCO
Holdings, LLC, dated as of November 30, 2009 (incorporated by reference to
Exhibit 3.2 to the annual report on Form 10-K of CCO Holdings, LLC and CCO
Holdings Capital Corp. filed on March 30, 2010 (File No. 333-112593)).

3.6 Amended and Restated Certificate of Formation of CCO Holdings Capital Corp.
(incorporated by reference to Exhibit 3.3 to the annual report on Form 10-K of
CCO Holdings, LLC and CCO Holdings Capital Corp. filed on March 30, 2010
(File No. 333-112593)).

4.1 Indenture relating to the 7.00% senior notes due 2019, dated as of January 11,
2011, by and among CCO Holdings, LLC, and CCO Holdings Capital Corp., as

Edgar Filing: Cellcom Israel Ltd. - Form 424B1

Table of Contents 173



Issuers, Charter Communications, Inc., as Parent Guarantor, and The Bank of
New York Mellon Trust Company, N.A., as Trustee (incorporated by reference
to Exhibit 10.1 to the current report on Form 8-K of Charter Communications,
Inc. filed on January 14, 2011 (File No. 001-33664)).

4.2 Warrant Agreement, dated as of November 30, 2009, by and between Charter
Communications, Inc. and Mellon Investor Services LLC (incorporated by
reference to Exhibit 4.1 to the current report on Form 8-K of Charter
Communications, Inc. filed on December 4, 2009 (File No. 001-33664)).

4.3 Warrant Agreement, dated as of November 30, 2009, by and between Charter
Communications, Inc. and Mellon Investor Services LLC (incorporated by
reference to Exhibit 4.2 to the current report on Form 8-K of Charter
Communications, Inc. filed on December 4, 2009 (File No. 001-33664)).

4.4 Warrant Agreement, dated as of November 30, 2009, by and between Charter
Communications, Inc. and Mellon Investor Services LLC (incorporated by
reference to Exhibit 4.3 to the current report on Form 8-K of Charter
Communications, Inc. filed on December 4, 2009 (File No. 001-33664)).

5.1* Legal Opinion of Kirkland & Ellis LLP.

12.1* Computation of Ratio of Earnings to Fixed Charges

23.1* Consent of Kirkland & Ellis, LLP (included with Exhibit 5.1).
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23.2* Consent of KPMG LLP.

24.1* Power of Attorney (included on the signature page).

25.1* Statement of Eligibility of Trustee.

99.1* Form of Letter of Transmittal.

_________________________________________

* Document attached.
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