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Customer care

Service delivery
Investing in growth

Demonstrating
our unique value
proposition

At Charter, we're executing on our objective to provide high quality service,
innovative technology and a wide variety of programming — all at a price that
offers value to our customers and enhances our financial performance.

We've begun leveraging digital technology by offering bundled video, data and voice
services — commonly referred to as the “triple play.” Because these services are supported
by our existing infrastructure, we can make them available to customers at competitive
prices, while assuring high quality service.

We know the importance of execution in providing quality products, service, installation
and repair every time, for every customer. We've implemented extensive training courses for
our employees, and we've also given them the tools they need to succeed. A more uniform
approach to customer service and procedures, pricing, and technical operations is heiping
us realize new efficiencies. We're focused on our goal to become the premier provider of
in-home entertainment and communications service.

We’re Charter Communications.
We're Focused On Excellence.
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Operating Structure

Great Lakes Division
Northeast Division
Southeast Division -
Western Division

National Markets

¥ Corporate Headquarters

B Represents approximate
location of Charter
operations

N

Delivering excellence to customers is our

top priority. With innovative product offerings,
Charter aims to be the first choice for in-home
entertainment and communications services in
every market we serve.

~

Charter Digital cable

selection of channels,
movies, and events, all with crystal
clear digital picture and sound! Plus,
get personalized features that make
your entertainment more interactive.

Charter DVR takes
digital cable to the
next level. Record and
save your favorite shows, sports and

another minute!

Charter Digital”

delivers an astonishing

Charter DVR"™

movies = those special moments that
make TV worth watching. Never miss

Charter HDTV"™
Experience the beauty of

high-definition television

without the high costs.

With more channels of radiant picture
and sound, including local programming,
Charter HDTV is at the forefront of

a revolution.

Charter
High-Speed™
. With Charter High-Speed
Internet service, you get

downloads up to 100 times faster than
the competition and reliable service
that's always on.

Charter
Telephone”
Charter Telephone service
offers flexible calling plans
that fit your specific local and long-
distance needs, ail with the simplicity,
reliahility, and crystal clarity of the
Charter Communications network.

Charter
Business”

Charter Business provides
scalable, taitored and
cost-effective broadband communica-
tions solutions to organizations of all
sizes through business-to-business
Internet, data networking, video and
music services.
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Letter to Stockholders

To Our Stockholders:

The past two years have indeed been

a period of change and transformation
for Charter. We have moved the Company
forward, repositioning squarely on serving
our customers and strengthening our
operations to take advantage of exciting
new opportunities, creating new standards
of excellence, and establishing a founda-
tion for iong-term shareholder value.

Your Board and management team
understand the goals and objectives nec-
essary to bolster operating and financial
performance, and to position the business
for long-term success. Simply stated, our
objective is to unlock the unrealized value

- at all levels of Charter, taking advantage
of our past investments to generate future
growth. We are confident we have the
infrastructure, products, services, and
human resources to achieve our goals.

While we operate in a highly com-
petitive environment, we believe we
provide the products and technology that
consumers want and need. By combining
these products with a higher degree of
customer service, we look to create addi-
tional value and enhance our relationship
with our customers. At the same time,
we are looking to attract new customers
and win back those who have turned to
alternative providers.

Our immediate focus internally is
to instill a renewed sense of operational
excellence throughout the organization.
Our goal is to become the premier
provider of in-home entertainment and
communications services in every market
we serve. In order to achieve this, we
must focus on execution, building on our
past successes and setting aggressive but
achievable goals for ourseives in 2005.

2004 In Review: A Snap Shot

For the year, Charter reported revenues of
$4.977 biflion, an increase of 3 percent
from 2003. On a pro forma basis, our
revenues were $4.948 billion, an increase
of 7 percent over pro forma revenues of
$4.630 billion for 2003. This increase in
revenue was due primarily to a $197 mit-
lion, or 36 percent, increase in pro forma
high-speed Internet (HSI} revenues year
over year. Adjusted EBITDA (which is a
non-GAAP measure — see the “Financial
Summary" section of this report for
reconciliation to GAAP measures) totaled
$1.926 billion for the year ended
December 31, 2004, essentially even
with the year ended December 31, 2003.
On a pro forma basis, adjusted EBITDA
totaled $1.913 billion for the year, an
increase of $78 million, or 4 percent,
compared to pro forma adjusted EBITDA
‘of $1.835 billion for 2003.

{n 2003, our revenues increased
6 percent to $4.819 billion and adjusted
EBITDA grew 7 percent to $1.927 billion
compared to 2002.

With regard to the balance sheet, we
are pleased with the improvements we
have made in strengthening the financial
profile of the Company. in April 2004
we completed the $8 billion Charter
Communications Operating, LLC bank
and bond financing. That transaction
extended beyond 2008 approximately
$8 billion of scheduled debt maturities
and credit facility commitment reductions
which would have otherwise come due
before that time, giving us enhanced
financial flexibility. Last November we
issued $863 million of convertible senior
notes to refinance the $588 million of
convertible senior notes due 2005.

We also issued $550 miltion of senior
floating rate notes to further improve
liquidity. In early 2005 we completed a
few private transactions to further improve
our debt maturities. We recognize the
need to reduce our overall leverage

and continuously look at opportunistic

alternatives to improve liquidity and
leverage that maximize the interest of
all our stakeholders.

Due to the timing of the financing
activities late in 2004, we ended the
year with slightly inflated cash and debt
balances. At December 31, 2004, we had
$19.5 billion of debt, and $650 million
of cash and cash equivalents. Bank avail-
ability was $804 million at year end.

Products:

We remain enthusiastic about the revenue
and growth opportunities from new
advanced services, including telephone
service, HSI, Video on Demand (VOD),
high-definition television (HDTV), Digita!
Video Recording (DVR) equipped set-tops
and wireless home networking. In early
2004, we introduced the first all-digital
cable telecommunications network in
Long Beach, California, resulting in
widespread industry acclaim. Converting
from analog to digital improves picture
quality and potentially recovers precious
bandwidth capacity that can be used

to provide more HDTV channels as

well as targeted services including VOD
and speciatized subscription services.
We launched all-digital in two additional
markets, Madison, Wisconsin and

St. Louis in early 2005, and expect to
make the all-digital switch in additional
markets this year.

We gained 86,100 digital customers
during 2004, increasing our digital base
3 percent on a pro forma basis. Charter
has always been among the industry
leaders in digital penetration and we
are adding enhancements to the digital
service to continue to grow that business.
Advanced set-tops providing HDTV and
DVR services were available to approxi-
mately three-fourths of our 2.7 million
digital customers at December 31, 2004.
Our VOD service was available to over
50 percent of our digital customer base
at year end, and we saw usage of this




service increase throughout the year.
We see a lot of future potential in these
advanced video services.

Our HSI service continued to be a
growth driver in 2004. We gained a net
356,600 customers during the year, an
increase of 23 percent over 2003 on a
pro forma basis. We added a number of
value-added features to our HSI platform
in 2004 including firewall and anti-virus
features, web filtering, spam filters,
anti-spyware and pop-up blocking, as
well as an enhanced portal.

Finally, we vastly expanded our tele-
phone availability in 2004. At December
31, 2004, we served 45,400 telephone
customers, up from 24,900 at the end
of 2003. The potential for growth is
even greater in the coming year with our
expanded telephone footprint. We have
deployed the triple play bundle — a
value-based package of video, HS| and
telephone — in several markets and
have been pleased with the success
to date. We have plans for additional
deployments in several key markets
in 2005.
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Our Focus On Excellence for
2005 and Beyond:

We have begun an internal operational
improvement initiative called Focus On
Excellence to create a customer service
culture aimed at helping us gain new
customers and better serve the ones
we have.

focus On Excellence is centered on four
key objectives:
® delivering superior service through
our customer care centers;
@ delivering superior service in
technical operations and
network maintenance;
@ prioritizing resources to invest in
growth; and
@ demonstrating our unigue value
proposition.

We have been extremely pleased
with the positive near-term results of this
on-going initiative.

Charter's strength continues to be our
tremendously talented employees, who
realize customers have a choice in terms
of doing business with us. Our employees
also realize that success begins and ends

with the customer. We are focused on not
just meeting, but exceeding their expecta-
tions. Through operational improvements
and execution, we look to improve sales
and enhance future revenue and adjusted
EBITDA growth.

The year 2004 was important for
Charter — a year marked by change,
transformation and a striving fot excel-
lence across the Company. We worked to
strengthen our businesses and successfully
addressed certain short-term financial
challenges facing us. And while we have
accomplished a great deal, there is much
left to be done as we enter our next phase
of development. Qur Focus On Excellence
initiative is evolving the Charter culture
and we now have a re-energized commit-
ment to our vision and mission for the
Company. These actions, combined with
a focus on our core strengths and new
opportunities, mean that we are well
poised to deliver on our promise to be the
premier provider of in-home entertainment
and communications services.

Thank you for your continuing support.

Sincerely,

Robert P May
Interim President and CEQ

TR P e —

Paul G. Allen
Chairman

July 18, 2005

\




Charter Communications

Operating Summary

Approximate as of Pro Forma
December 31, December 31,
2004 2003 @b
Customer Summary:
Customers:
Analog video customers 5,991,500 6,200,500
Non-video customers 228,700 105,700
Total customer relationships 6,220,200 6,306,200
Revenue Generating Units:
Analog video customers 5,991,500 6,200,500
Digital video customers 2,674,700 2,588,600 -
Residential high-speed Internet customers 1,884,400 1,527,800 -
Telephone customers 45,400 24,900
Total revenue generating units 10,596,000 10,341,800

Yideo Cable Services:

Analog Video:
Estimated homes passed 12,085,900 11,817,500
Analog video customers 5,991,500 5,200,500
Estimated penetration of analog video homes passed 50% 52%
Digital Video:
Estimated digital video homes passed 12,000,500 11,716,400
Digital video customers : 2,674,700 2,588,600
Digital penetration of analog video customers 45% 12%
Digital set-top terminals deployed 3,791,600 3,634,500

Non-Video Cable Services:

High-Speed Internet:

Estimated high-speed Internet homes passed 10,682,800 10,321,100

Residential high-speed Internet customers ' 1,884,400 1,527,800

Estimated penetration of high-speed Internet homes passed 18% 15%
Telephone customers 45,400 24,900

(a) “Customers” include all persons our corporate hifling recards show as receiving service (regardless of their payment status), except for complimentary accounts (such as our employees).

{b) Pro forma results reflect the sales of systems to Atfantic Broadband Finance, LLC in March and April 2004 and WaveDivision Holdings, LLC which closed in October 2003, as if they both
occurred as of January 1, 2003.

See the “Products and Services” section in “Item 1 ~— Business” of the Form 10-K attached for definitions of certain terms.
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UNITED STATES SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-K

(MARK ONE)

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE
: SECURITIES EXCHANGE ACT OF 1934
o For the year ended December 31, 2004

OR

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF
THE SECURITIES EXCHANGE ACT OF 1934
For the Transition period from to
Commission File Number: 000-27927

CHARTER COMMUNICATIONS, INC.

(Exact name of Registrant as spectfied in its charter)

Delaware R RO ceE T 43-1857213
(State or other jurisdiction of incorporation or organization) (IR.S. Employer Kdentification Number)
12405 Powerscourt Drive
St. Louis, Missouri 63131 . (314) 965-0555
(Address of principal executive offices including zip code) (Registrant'’s telephone number, mcluding area code)

Securities registered pursuant to section 12(b) of the Act: None

Securities registered pursuant to section 12(g) of the Act:
Class A Common Stock, $.001 Par Value

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 months {or for such shorter period that the registrant was required to file such
reports), and (2} has been subject to such filing requirements for the past 90 days. Yes No O

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not
be contained, to the best of registrant’s knowledge, in definitive proxy or information statements incorporated by reference in Part III
of this Form 10-K or any amendment to this Form 10-K.

Indicate by checkmark whether the registrant is an accelerated filer (as defined in Rule 12b-2 of the Exchange Act). Yes No O

The aggregate market value of the registrant of outstanding Class A Common Stock held by non-affiliates of the registrant at June 30,
2004 was approximately $1.1 billion, computed based on the closing sale price as quoted on the NASDAQ National Market on that
date. For purposes of this calculation only, directors, executive officers and the principal controlling shareholder or entities controlled
by such controlling shareholder of the registrant are deemed to be affiliates of the registrant.

There were 304,795,728 shares of Class A Common Stock outstanding as of January 31, 2005. There were 50,000 shares of Class B
Common Stock outstanding as of the same date.

Documents Incorporated by Reference

The following documents are incorporated into this Report by reference: None
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CHERTER COMMUNICATIONS, INC.
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CHARTER COMMUNICATIONS, INC.-
FORM 10-K— FOR THE YEAR ENDED DECEMBER 31, 2004
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This annual report on Form 10-K is for the year ended December 31, 2004. The Securities and Exchange Commission (“SEC”)
allows us to “incorporate by reference” information that we file with the SEC, which means that we can disclose important
information to you by referring you directly to those documents. Information incorporated by reference is considered to be part of
this annual report. In addition, information that we file with the SEC in the future will automatically update and supersede .

information contained in this annual report. In this annual report, “we,

» o«

Charter Communications Holding Company, LLC and their subsidiaries. - -

us” and “our” refer to Charter Communications, Inc.,
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CAUTIONARY STATEMENT REGARDING FORWARD IDOKING STATEMENTS:

This annual report includes forward-looking statements w1thm = htlgatlon against us on the terms of the stipulations of
the meaning of Section 27A of the Securities Act of 1933, as settlement described herein;

amended (the “Securities Act”) and Section 21E of the Securities
Exchange Act of 1934, as amended (the “Exchange Act”),
regarding, among other things, our plans, strategies and pros-
pects, both business and financial, including, without limitation, © general business conditions, economic uncertainty or
the forward-looking statements set forth in the “Focus for 2005™ slowdown; and ’

section under Part I, Item 1. “Business,” “Overview of Opera-
tions” and the “Liquidity-and Capital Resources” sections under
Part II, Item 7. “Management’s Discussion and Analysis of

¢ our ability to obtain programming at reasonable prices or. .
to pass programming ¢ost increases on to our customers;

o the effects of governmental regulation, including but not™: -
limited to local franchise taxing authontles on our busmess

Financial Condition and Results of Operations” in this annual All forward-looking statements attnbutable to us or any
report. Although we believe that our plans, intentions and person acting on our behalf are expressly qualified:in their.
expectations reflected in or suggested by these forward-looking entirety’ by this cautionary statement:' We are under no duty or. .
statements are reasonable, we cannot assure you that we will obligation to update any of the forward-looking statements after
achieve or realize these plans, intentions or expectations. the date of this annual report.

Forward-looking statements are inherently subject to risks,
uncertainties and assumptions, including, without 11m1tatlon the _ S i
factors described under “Certain Trends and Uncertainties” ‘ o R A o
under Part 11, Item 7 “Management's Discussion and Analys15 of ‘ , ‘ o ) o
Financial Condition and Results of Operations” in this annual o co Heo L e ‘ R ‘
report Many of the forward-looking statements contained in . e ‘ ‘ ‘
this annual report may be identified by thie ‘use of forward-" ) ) )
looking words such as “believe,” “expect,” “anticipate,” “should,” S S -
“‘p'(lanned,” “will,” “may,” “intend,” “estimated” and “potential,” '
among others. Important factors that could cause actual results
to differ materially from the forward-looking statements we
make in this annual report are set forth in this annual report ‘ “ -
and in other reports or documents that we file from time to
time with the United States Securities and Exchange Commis-
sion, or SEC, and include, but are not limited to:

© our ability to sustain and grow revenues and cash flows
from operating activities by offering video, high-speed data,
“telephony and other services and to maintain a stable
customer base, particularly in the face of increasingly
aggressive competition from other service providers;

. @ the availability of funds to meet interest payment obliga-
tions under our debt and to fund our operations and
necessary capital expenditures, either through cash flows -
from operating activities, further borrowings or other ... , =
sources; . '

L - A . . . . feae i
EY A L] 2 ER

otr ability to comply with alk covendnts-in our:indentires " S v , P :
and credit facilities, any violation of which Wwould result inta -+ = v b T

violation ‘of the applicable facility of indenture and could T e

tiigger a default of other obligations under cross-default -~ -~ i o0 o ‘

provisions;

<

© our ability to pay or refinance debt as it becomes due;

© the results of the pending grand jury investigation by the
United States Attorney’s Office for the Eastern District of
Missouri, and our ability to reach a final approved
settlement with respect to the putative class action, the
unconsolidated class action, and derivative shareholders

il

¢ b om0 WP 0N =
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PART I

BUSINESS.

INTRODUCTION

Charter Communications, Inc. (“Charter”) is a broadband " 7 :
communications company operating in the United States, with .
approximately 6.22 million customers at December 31, 2004.
Through our broadband network of coaxial and ﬁber optrc
cable, wé offer our customers traditional cablé video program-
ming (analog and drgxtal whrch we refer to as “video” servrce)
hrgh—speed cable Internet access (which we refér to as “high-
speed data service”), advanced broadband cable services (such as
video on demand (“VOD”), high defidition’ television service and
interactive television) and, in some of our. markets, we.offer
telephone service (which we refer to as “telephony”). See. . .
“Business — Products and Services™ for further description of
these terms, including ‘customers.”

lion analog video’ customers of which approximately 2. 67 ‘mil-
lion were also digital video' cistomers. We also'sefved
approximately 1.88 million high-speed data customiers (including
approximately 217,400 who received only, hrgh~speed data
services). We also provided telephony service to appro;umately
45,400 customers as of that date.

At December 31, 2004, our investment in cable propertles
long-term debt,-accumulated deficit and total shareholders’
deficit were $16.2 billion, $19.5 billion,-$9.2' billien-and-$4.4 bil-
lion, respectively. Our working capital deficit was $295 million
at December 31, 2004. For the year ended December 31, 2004,
our revenues, net loss, applicable to common stock and loss per
common share were approxrrnately $5 0 brllron $4 3 brllron and
$14 47, respectively.

"We have a history of net losses. Further we expect to”
continue to report net lossés for the foreséeable future Our net
losses are pnncrpally attributable to insufficient revenué to cover
the interest costs we incur because of our high level of debit; the’
depreciation expenses that we incur resulting frofi the cdpital * -
investments we have made in our ‘cablé: propeities,“and the™ "
amortization and impairment of our franchise intangibles. We -
expect that these expenses (other than imipairment of franchises)
will remain significant, and we therefore expect to continue to
report net-losses for the foreseeable: fature. Additionally, because
minority.interest in Charter Communications Holding Com-.
pany, LLC (“Charter Holdco”) was substantially eliminated at
December 31, 2003, beginning in the first quarter of 2004, we . .
absorb substantially all future losses before income taxes that ., .
otherwise would have been allocated to minority interest. This ., -
resulted.in an additional $2.4 billion of net loss for the year
ended December 31, 2004. Under our existing capital structure )
future losses will continue to be absorbed by Charter.

Charter was organrzed as a, Delaware corporatron in 1999
and completed an initial public offermg of its Class A common
stock in November 1999. Charter is a holdmg company whose 1
principal assets are an approximate 47% equity interest anda
100% voting interest in Charter Holdco, the direct parent of

Charter Communications Holdings, LLC (“Charter Holdmgs”)

Charter also holds certain preferred equity and indebtedness of

Charter. Holdco that mirror; the terms of securities. 1ssued by .
Charter Charter s.only busmess is to act,as the sole manager of
Charter Holdco and its subsrdranes As sole manager Charter ’
controls the affairs of Charter Holdco and its subsrdranes
Certain of our sub51dranes commenced operatrons under the
“Charter Commiunications” name in 1994, and our growth to
date has been primarily due to acquisitions and business ... ;5.
combinations, most.notably acquisitions completed fram 199.9,
through 2001, pursuant,to. which we acquired a total of
approxunately 5.5 million customers. We do not expect t to make
any significant acqursmons in the-foreseeable future, but plan to
evaluate opportunities. to consolrdate our operatrons through ’
exchanges of cable systems wrth other cable operators, as they
arise. We .nay also sell certain assets from time to time. Paul G.
Allen ,owWns, 53% of Charter Holdco through aﬁillated entities. -
His membershlp umts are convertxble at any time for shares of
our Class A common stock on a one-for-one basis.’ Paul G
Allen controls Charter with an as-converted “éommon equrty _\ "
interest of approxrmately 57% and a voting control 1nterest of
93% as of Décémbér 31, 2004 ‘
Our principal executive offices are'located at Charter Plaza,
12405 Powerscourt Drive, St Louis, Missouti 63131. Qui” -
telephone number is (319 965-0555 and we have'a website'
accessible at wivw.charter.cofi. Since'January 1, 2002; our.:
annual réports, quarterly reports and current reports on
Form 8-K, and all amendments thereto, have been made
available on our, websrte freé of charge as soon as reasonably
practlcable aﬁer they have been filed. The mformatron posted
on our websrte 1s not mcorporated 1nto this annual report

CERTAIN SIGNIEICANT DEVELOPMENTS N 2004 e

In 2004,,we completed several transactions that 1mproved our
quurdrty Our efforts. in- this regard have resulted in the .
completion, of a number of transactrons in 2004, as follows: .

© the December 2004 sale by our subsidiaries, CCO Holdlngs,
LLC and CCO Holdings Capital Corp,, of $550 nullron of
semor ﬂoatmg rate notes due 2010 T .
° | the November 2004 sale by Charter of $862. 5 miillion of
s, 875% convertlble semor notes due 2009 '

5

o ‘the December 2004 redemptron ofsall of our'5.75% convert-
1ble senier notes due 2005 ($588 mrllron principal amount) :

s -the Aprrl 2004 sale of $1 5 brllron of senior second-lien
notes by our subsidiary, Charter Communications Operat-
,ing, LLC (“Charter Operating”), together with the concur-

.. rent refinancing of its credit facilities; and e :

i
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. @ the sale in the first half of 2004 of non-core cable systems
for a total of $733 million, the proceeds of which were used
to reduce indebtedness.

RECENT EVENTS

CCV Huldmgs LLC Notes ’

In- February 2005, CCV Holdmgs, LLC called for’ redemptlon '
all of'its outstandmg notes at 103. 958% of pnncrpal amount,
plus’ accrued and unpard mterest to the antwlpated date of
redémption, on March' 14, "2005. The total ‘cost of redempt1on is
expected to be apprommately $122 mllhon and is expected to be
funded through borrow1ngs under our credlt fac1l1t1es

Management Changes - R ERRIF
On'January 17, 2005, Robert P. May was: appomted as liiterim
President and Chief Executive Officér of Charter; replacing Carl
E. Vogél Who, éffective on the same date, resigned his position -
- as President; Chief Executive Officer and"a member- of the board
of directors of Charter and each ‘of Charter’s subs1d1ar1es for
wh]ch Mr Vogel derved as’'a d1rector and officer’ Addltlonally,
Mr. May was’ appomted to the Exegciitive Comrmttee and the’
Fmance Comrmttee of Charter s board of dlrectors and w1ll
contmue o serve on the Board s, Strateg10 Planmng Comrnlttee
He was also appomted as an oﬁicer and d1rector of Charters
subsu:llanes for which Mr. Vogel was an olﬁcer and dlrector o
Charter’s board of directors has formed an Executlve
Search Cominittee, to oversee Charter s search for a permanent
President and, Chxef Executive Oﬁicer ;
Derek Chang, our Executive. Vice Pre31dent of Fmance and
Strategy and Interim co-Chief Financial Officer, has, mformed
Charter of his intention to resign effective’ April 15, 2005. .

Sale of CCO Holdmgs LLC Senior Floatlng Rate Nutes

On December 15, 2004, our subsidiaries, CCO Holdmgs, LLC
and (,CO Holdmgs Capltal Corp,, issued and sold $550 million
senior ﬂoatmg rate notes due 2010 in a pnvate transaction to
qualified institutional buyers in reliance on. Rule-144A and. .
outside the United States to non-U.S. persons in reliance on
Regulation'S. The" notes have an' annual interest rate of LIBOR
plus 4.125%, reset ‘and payable quarterly The net proceeds from
the sale of the notes were used ‘to pay down bank debt and for -
geneial: corporate purposes. ! :

Salé of 5:875% Convertible Senior Notes

On November 22, 2004, we issued $862.5 million orlgmal
principal amount of 5.875% convertible senior notes due 2009,
which are convertible into shares. of our Class. A common stock,
par value $.001 per share, at a rate of 413.2231 shares per
$1,000 principal amount of notes (or approximately $2.42 per
share), subject to adjustment in certain circumstances. On .+
December 23, 2004, we used a portion of the proceeds from the
sale of the notes to redeem-all of our outstanding 5.75% con-
vertible:senior notes: due-2005 {total principal amount of

$588 ‘million). We also used a portion: of the proceeds from the
sale of the notes to purchase certain U.S: government securities
which were pledged as security for the notes and which we

expect to use to fund the first six interest payments on the

‘notes.

For additional terms of the notes, see “Description of
Certain Indebtedness — Outstanding Notes — Charter Communi-
cations, Inc. Notes — 5.875% Convertible Senior Notes due
2009.”

[

FOCUS FOR 2005

Our prmcrpal ﬁnancxal goal is to maximize ouf return on
mvested caprta.l T6 do so, we w1ll focus on mcreasmg revenues,
growing our customer base, improving customer retention and
enhancing customer satisfaction by provrdlng rel1able h1gh—
quality service oﬂ'ermgs, superior customer service and attractwe
bundled oﬁenngs ) L
Spec1ﬁcally, in the near term, we are. focusmg on:

e generatmg improvements in ‘the overall custoiner experi--
ence in such critical areas as'service dehvery, customer care;
and new product offerings; ‘ g

@ developing more sophisticated customer management capa-
‘bilities through, investment in our customer care and
marketing infrastructure, including targeted marketing

i capabilities; : i :

® executing growth strategiés for new services, including

" digital simulcast, VOD, telephony, and d1g1tal video
recorder serv1ce (“DVR”)

o managmg .our operating costs by exercising- dlsmphne in
. capital. and operational spending; and

e 1dent1fy1ng opportunmes to continue to’ 1mprove our bal-

ance sheet, and l1qu1d1ty

We have begun an internal operatlonal 1mprovement
initiative aimed at helping us gain new customers and retain B
existing customers, which is focused on customer care, technical
operations and sales. We intend to increase efforts to focus
management. attentlon on 1nstlllmg a customer servxce onented ‘
culture throughaqut the company and to give those areas. of our
operations increased priority of resources for staﬁinglevels )
training budgets and financial incentives for employee perform-
ance.in those areas.

We believe that our high-speed data service will continue
to provide a substantial portion of our revenue growth in the .
near future. We also-plan to continue to expand our marketing
of high-speed data service to the business community, which we
believe has shown:an increasing interest in high-speed data
service and private network services: Additionally, we.plan to
continue to prepare additional markets for telephony launches in
2005. - :

We believe we offer our customers an excellent choice of
services through'a variety of bundled packagés, particularly with
respect to our digital video and high- -speed data services; as well
as telephony in certain. markets. Our digital platform enables us
to offer a srgmﬁcant number and vanety of channels, and we
offer customers the opportunity 'to choose among groups of
channel offermgs mcludmg premium channels, and to combme ‘
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sekected programmmg with other serv1ces 'such as high- speed
data, }ugh definition television (in selected markets), and VOD

(in selected markets).

'

* gRGANIZATIONAL STRUCTURE

The chart below sets forth our orgamzatronal structure and that
of our prlncxpal diréct and mdlrect subsrdranes Equrty owner-; -

e

Pubr;c oocmwn stock and
ather equily

éo% COMMaN equity
mﬁarest. 7% yoting
| mterest

ship and’ votmg percentages are actual percentages as of
- December 31, 2004 and do not give effect to any exercise,

conversion or exchange of options; preferred stock, convertlble

notes' of othér convertible or exchangeable securities.

Paul G, Allers and
‘affiliated entitles

10% comman

"equity interest;
93% voting interest

47% comman equity interest

. 100% valing interes{ 1 [

and-mirror senlar’ sacurlties 3

) ’ " Chaner Gmxnuntcatmns ) )
E - Holging Company, LLC™ 7 s
. » (“Charter Holdco") .

- .iﬁ%mmmon
“equity interest o
X3 oL ’ B

- 1Charter Communications-Hdldings, LLCi 1
{"Charter Hotdings")
{Cadssuer of §5.4 billion of sanior notas and $3.2 billien
accreted value of senior discount notes}

I 100%

CCHI ULC

I 100%

CCH I, LLC
("CCH IR
{Co-issuer of $1.6 bilion senior nates)

i T

CCO Holdings, LLC
{"CCO Haldings™}
{Co-issuer of $1.1 biflion senior notes)

| TR
Charter Communications Operating, LLC
(*Charter Operating™
{55.5 billion of credit facitilies)
(Co-ssuer of $1.5 biltion senfor second lian notes)
[ I 100%
Charter Operating Subsidiaries CCONR
(induding Renalssance noles issuers) Haldings LLC
{$116 million accreted value of senior s,
discol notes)
i 100% 100% 100% common equity
CC Vil compenies (including CC VI companies (inchuding CCV ant CC VIl companies 100% preferred
Falcon and operating CC Vi and operating {including CC V Holdings niotes issuers. | ‘\’/“‘ILI'”Z!:’(‘: "
companiesy comparnias) CC VM Qperating and operating . “
anies)
{$113 nréilion accrated value of senfor

discoun: nates) (5)

Charter acts as the sole manager of Charter Holdco and its direct and indirect limited liability company subsidiaries. Charter’s certificate of incorporation requires that its
pnncrpal assets be securities of .Charter Holdeo, the terms of which mirror the terms of securities issued by Charter. See “Charter Communications, Inc.” below.

@ These membership units are held by Charter Investment, Inc. and Vulcan Cable Il Inc,, each of which is 100% owned by Paul G. Allen, our chairman and controlling
shareholder. They are exchangeable at any time on a one-for-one basis for shares of Charter Class A common stock.
» Charter is a party to a share lending agreement with Citigroup Global Markets {“Citigroup™) pursuant to which we expect to issue and lend to Citigroup up to

150 million shares of Class A common stock. The ownership percentages in this table do not reflect the issuance of those 150 million shares of Class A common stock
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and the corresponding expected issuance of an, equa.l number of mirror membershlp units by Charter, Holdco to Charter. Further, if such shares are issued, we expect

that, for accountmg purposcs Charters common’ equity mte

"t’m Charter Holdco will nonéthéless remain at 47%, and Paul G. ‘Allen’s ownerslup of Charter Holdco Wlll

remain‘af:53%, bediuse the-150 million-shares‘are expected to be retumed to “Chiarter under ‘the"terms of the share lending ‘agreemient and; upon such réturn, the mirror:

membcrsl'np unité would be refumedto Charter.Holdco. . ;

@) Represents 100% of the preferred membership, interests, in CC’V[IL LLC a Subsldlal‘y of CC V Holdings, LLC. An issue has arisen regarding the ultlmate ownershlp of
such CC VIII, LLC membership interests followmg Mr. Allen’s acqulsmon of those interests on June 6, 2003. See “Item 13. Certain Relationships and Related
Transactions ~ Transactions Arising out of Qur Organizational Structure and Mr. Allen’s Investment in Charter Communications, Inc. and Its Subsidiaries Equxty Put

Rights — CC VIIL”

® CC V Holdings, LLC, the issuer of $113 million accreted value of senior discount notes, is a'direct Wholly owned subsndlary vf CCO NR Holdings, LLC, and holds 100%
of the common membership units of CC VI, LLC. Mr. Allen, through Charter Investment, Inc.; holds 100% of the ‘prefefred mesnbership units in €C. VIL LLC. CC
VI, LLC holds 100% of the equity of CC VIII Operating, LLC, which in turn holds 100% of the equity of a number of operating subsidiaries. One such operating
subsidiary (CC Michigan, LLC) is a guarantor of the CCV Holdings senior discount notes. The Charter Operatinig credit facilities require us to redeem the CC V
Holdings notes within 45 days after the first date that the Charter Holdings leverage ratio is less than 8.75 to 1.0. In satisfaction of this requirement, CC V Holdings, LLC
has called for redemption all of its outstandmg notes at "103.958% of: prmmpal amount, plus accrued and unpaid interest to the date of redemption, which is anticipated

to be March 14, 2005.
Charter Communications, Inc. Certa.m prowsmns of Charters
certification of incorporation and Charter Holdco s-limited
liability company agreement effectively require that Charter’s
investment in Charter Holdco replicate, on a “mirror” basis,
Charter’s outstanding equity and debt striucture. As a result of
these coordinating provisions, whenever Charter issues equity or
debt, Charter transfers the proceeds from such igsuance to
Charter Holdco, and Charter Holdco issues a “mirror” security
to Charter that replicates the characteristics of the security
issued by Charter. Consequently, Charter’s principal assets are
an approximate 47% common equity interest and a 100% voting

'mterest in Charter Holdco, mirror” notes that are payable by

Charter Holdco to Charter that have the same principal amount
and term§ a§ Charter’s convertible senior notes and preferred
units in: Charter Holdco that mirror the terms and liquidation

. preferences of Charter’s outstanding preferred stock. Charter
" Holdco, through its subsidiaries, owns cable systems and certain

strategic investments. As sole manager under applicable operat-
ing agreements, Charter controls the affairs of Charter Holdco
and most of its ‘Subsidiaries. In addition, Charter also provides
imanagement;services_to Charter Holdco and its subsidiaries
under a management-services.agreement.

e
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Th€ following table sets forth information as of December 31, 2004 with respect to the shares of common stock of Charter on an -

actual outstanding, “as converted” and “fully. dlluted” basis:

PR 3

¥

PIPUN

Actual Shares Qutstanding

Assuming Exchange of
Charter Haldco Membership Units™

Charter Communications, Inc.

Fully Diluted Shares Outstanding®

ELlig

Numpar . Percentage
Number of Percentage of of Fuly ~  of Fully
-Number of Percentage _ As Converted As Converted ) Diluted * Diluted
Comman of Comman Commen " Common . Common Common
Shares Shares Voting Shares _ Shares " Shares - Shares
Outstanding Outstanding Percentage Outstanding Outstanding Outstanding Qutstanding
i‘.‘iéss’ A Common Stock 305,203,770 99.98% 8.26% 305,203,770 47.36% 305,203,770 - 29.52%
Glass B Commen- Stock 50,000 0.02% 91.74% 50,000 00.01% 50,000 *
. ;, Total Common Shares e
..Outstanding 305,253,770 100.00% 100.00%
0ne for-One Exchangeahle
Equuty in Subsidiaries:
~ .Chdrter Investment, Tne. 222,818,858 34.58% 222,818,858 . .  21.54%
Vplcan Cable III Inc. 116,313,173 18.05% 116,313,173 11 25%
- Total As Converted ‘
Shares Outstanding 644,385,801 100.00%

Other Convertible Securities in

Charter Communications, Inc.

Convertible Preferred
Stock@

¢*"Convertible Debt -
4.75% Convertible

#3° . Senjor Notes®

¥ 5.875% Convertible

o Senior Notes®

" Employee, Director and

- Consultant Stock

OpthﬂS(g)

2 ully Diluted -Common
Shares Outstanding

2.206,633° ¥ 021%

I BRI

5939276 - -~ 0.57%
3561404924 . 34.46%
25310166 - 2.45%
1,034246,800 © *10000%

® Paul G. Allen owns approximately 10% of the outstanding common stock of Charter (approximately 57% assuming the exchange by Mr. Allen of all tnits:in.Charter ,..|
Holdco held by him and his affiliates for shares of Charter commion stock) and beneficially controls approximately. 93% of the voting power of Charter’s ‘capital stock..., -
Mr. Allen is entitled to-ten votes for each share of Class B.common stock held by him and his affiliates and. for-each membership unit in Charter Holdco held by, him
and his affiliates. These percentages exclude any shares of Charter Class' A common stock that would be issuable upon exchange of membership unitsin; Chiarter Holdco,
which may be issued in exchange for preferred membership units in CC VII, LLC held by an entity controlled by Mr. Allen. An issue.has arisen regarding the ultimate
ownership of these CC_VIII membership units_following the consummation of this put right: See “Item 13. Certain Relationships and Related Transactions.— Transactions
Arising out of Qur Organizational Structure and Mr. Allen’s Investment in Charter Communications, Inc. and Its Subsidiaries — Equity Put Rights — CC VIIL? In addition,
the percentages do not reflect the 150 million shares of Class A common stock that may be issued under the share lending agreements. i o B

® Assumes only the exchange of Charter Holdco membership units held by Mr. Allen and his affiliates for shares of Charter Class A common stock on a one-for—one basns
pursuant to exchange agreements between the holders of such units and Charter, Does not include shares tssuable on conversnon or ¢ exerctse of any other convemble et
securities, including stock options, convertible notes and convemble Prcferred stock.

© Représents “fully diluted” common’ shares outstanding, -assuming exercise, exchange or conversion-of all outstanding options-and exchangeable or convertiblé: Securities;
including the exchangeable membership units described in note (b} above, all shares of Series A convertible redeemable preferred stock!of Charter, all ourstandmg
4.75% convertible senior notes and 5.875% convertible senior notes of Charter, and all employee, director and consultant stock optlons

@ Reflects common shares issuable upon conversion of the 545259 shares of Series A convertible redeemab[e preferred stock. Such’ shares have a current Ilqmdatlon
preference of approximately $55 million and are convertible at any time into shares of Class A common stock at an’initial conversion price of $24.71 per. share‘(or g
-4.0469446 shares of Class A common stock for each share of convertible redeemable preferred stock), subject to certain adjustments. - S rote L

© Reflects shares issuable upon conversion of all outstanding 4.75% convertible senior notes ($156 million total principal amount), which are convertible into sha:es of .
Class A common stock at an initial converswn rate of 38 0952 shares of Class A common stock per $1,000 prmmpal amount of notes {or approxxmately $26 25 per share)

subject fo certain adjustments.

® Reflects shares issuable upon conversion-of alt outstandmg 5.875%. convetible senior notes ($862.5 million total principal amount) which are convertxble into shares of
Class: A common stock at an initial converswn rate of 413.2231 shares of Class A common stock per $1,000 principal amount of notes (or approximately $2 42 per share)

subject to certain adjustments.

® The weighted average exercise or conversion pnce of outstandmg stock options is $6.64.

-
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Charter Communications Holding Company, 1L¢. Charter Holdco, a
Delaware limited liability company formed on May 25, 1999, is
the direct 100% parent of Charter Holdings. The common
membership.units of Charter Holdco are owned 47% by
Charter, 18% by Vulcan Cable II Inc. and 35% by Charter
Investment, Inc. All of the outstanding common membership
units in Charter Holdco held by Vulcan Cable IIT Inc. and

.Charter Investment, Inc. are controlled by Mr. Allen and are

exchangeable on a one-for-one basis at any time for: shares 'of
high vote Class B common stock of Charter, which are in turn
convertible into Class A common stock of Charter. Charter
controls 100% of the voting power of Charter Holdco and is its

* sole manager.

The following table sets forth the information as of December 31, 2004 with respect to the common units of Charter Holdco on an

actual outstandmg and “fully leuted” basis.

Charter Gommunications Holding. Company, Le®

Fully Diluted Units Qutstanding (assuming
exchange or conversion of all exchangeable

Actual Units Qutstanding and’convertible? securities)

Number of ‘Percentage “'_ i ‘ Number Percentage
Common of Common of. Ftu . of Fully
Units Units Voting Diluted Common ‘Diluted Common
QOutstanding Qutstanding Percentage Units Outstandmg Units Qutstanding
COmmon Units Qutstanding S ‘
“Charter Communications, Inc. 305,253,770 47.37% 100% 305,253,770 29.52%
Vulcan Cable Il Inc.® B 116,313,173 18.05% — 116,313,173 11.25%
Charter Investment, Inc.* : 222,818,858 34.58% - 222,818,858 To2154%
Total Common Units Outstanding 644,385,801 100% 100% S ‘
Units Issuable on Conversion of Mirror Converttible Securities N
- held by Charter (}ommunications, inc.
Mirror Convertible Preferred units 2,206,633 . 0.21%
Mirror Convertible Debt SR 1
.- 4.75% Convertible Senior Notes'¥ 5,939,276 0.57%
5.875% Convertible Senior Notes'¥ 356,404,924 34.46%
-Mirror Employee; Director and Consultant Stock
Options® 25,310,166 2.45%
Fully Diluted Common Units Outstanding 1,034,246,800 100.00%

(‘7 These amounts do not include any membership units in Charter Holdco, which could be issued in exchange for preferred membership units in CC VLI, LLC held by an
entity controlled by Mr. Allen. An issue has arisen regarding the ultimate ownership of these CC VIl membership units following the consummation of this put right.
1:See “Item 13. Certain Relationships and Related Transactions — Transactions Arising out of Our Organizational Structure and Mr. Allen’s Investment in Charter

. Communications, Inc. and [ts Subsidiaries — Equity Put Rights -.CC VIIL”

" Includes 106,715,233 non-voting Class B common units and 9,597,940 non-voting: Class C common units.

“ Includes 217,585,246 non-voting Class B common units and 5,233,612 non-voting .Class C common units.

% Certain provisions ‘of Charter’s ‘certificate of incorporation'and Charter Holdco’s limited liability company agreement:effectively require that Charter’s investment in
:Charter Holdco replicate, on'a “mirror” basis, Charter’s outstanding equity and debt structure. As @ result, in addition to its equity interest in common units of Charter
Hold¢o, Charter also holds 100% of the 4.75%.and 5.875% mirror convertible notes of Charter Holdco -that automatically.convert into common membership units upon
the conversion-of any Charter 4.75% and 5.875% convertible senior notes and 100% ‘ofi the mirror preferred membership units of Charter Holdco that automatically-
-convert intc common membership units upon-the conversion of the Senes A convemble redeemabl‘= preferred stock of Charter The table reflects the common equity

Lssuable on exercise or conversion of these mirror securities.*

‘narter Communications Holdings, LLE. Charter Holdings, a Dela-
wvare limited liability company formed on February 9, 1999, is a
:o-issuer ‘of the publicly held Charter Holdmgs notes. These
1otes consist of $2.8 billion total principal amount at matunty of
otes issued in. March 1999, $1.4 billion total prmcxpal amount -
t maturity of notes issued in January 2000, $2.0 billion total :
.ulcxpal amount at maturity of notés issued in january 2001,

2.3 billion total principal amount at maturity of notes issued in

- Communications Holdmgs Capital, the co-issuer of these notes.

Charter Holdings also owns CCH II, CCO Holdmgs and the

* subsidiaries that conduct all of our cable operations, mcludmg

Charter Operanng

GCH Ii, LLC. CCH 11, a Delaware limited liability company formed

on March 20, 2003, is a co-issuer of $1.6 billion principal
amount of notes issued in September 2003. CCH II owns 100%

Tay 2001 (includes additional issuance in January 2002) and
330 million total principal amount at maturity of notes issued
1 January 2002. Charter Holdings owns 100% of Charter

. of CCH I Capital Corp., the co-issuer of these notes. CCH II
also owns CCO ‘Holdings and the subsidiaries that conduct all
of our cable operations, including Charter Operating.
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cc0-Holdings, LLC. CCO Holdings, a Delaware limited Hability
company formed on June 12, 2003 isa co—xssuer “of $500 miltion

’ prmcxpal amount of notes issued in November 2003 and

$550 million principal amount of notes lxssued in December

2004. CCO Holdings owns 100% of CCO Holdings Capital
Corp., the co-issuer of these notes. CCO Holdings also owns the
subsidiaries that conduct all of our cable operatlons mcludrng
Charter Operatmg SR INERE R S A

charter Bperatmg Charter Operatmg owns. the subsxdranes that
own or operate all of our cable systems, subject toa mmonty
mterest held by Mr Allen as descnbed below There are “four
uTOllpS of these operatmg subsidiariés, rdenuﬁed as follows the.
Charter Operating subsidiaries, the CC V/ CC VI Corpanies,
the CC VI companies, and the CC VII companies. The public
notes issuers, Renaissance Media Group and CC V Holdmgs,.
are within two of these groups and prior to Apnl 2004; éach
group of operating subsidiaries had, a.separate credit-facility. The
credit facilities, for the;CC V/CC. VIIl.companies, the CC VI, ,
companies and the CC. VII‘companies; were all refinanced in -
April-2004.in connection ‘with the amefidment and restatement
of the CCO credit facilities. See. “Item ' 7::Management’s .. - :
Discussion and Analysis of Financial Condition and Results of -
Operations Liquidity’ and Capital Resources.™ © . - '

telephony as of December 31, 2004 and December 31, 2003

The following table summarizes our customer statistics for analog and drgttal video, resrdentlal hrgh speed data and resxdentral

Preferred Equity in CC Viil, LLC. Upon the closing of the acquisition

" of certam cable systems by our subsidiary, cC VIII LLC, in~

2000, some of the former owners received a pomon of their .
purchase price in the form of preferred membership uits in CC
VIII, LLC, which were exchangeable for shares of Charter

Class A common stock. In April 2002, these former owners
exercised their right to put their preferred CC VIII membership -
interests to Mr. Allen and this transaction .closed on June.,
2003. An issue has arisen regardmg the ultimate ownership of
these cC Vi membershlp umts followmg the consummatxon of
this put right. See “Item 13. Certam Relatlonshlps and Related
Transactrons - Transactrons Arrsmg out of Our Orgamzatxonal
Structure and M, Allen s Investment in Charter Commumca—
tions, Inc and Its Subsrdrarrts Equlty Put Rrghts CC VHI

PRODUCTS AND SERVICES

We offer our customers tradltxonal cable deeo programmmg
(analog and dlgrtal v1deo) as well as lugh—speed data services
and in some areas advanced broadband services such as high
definition television, VOD and interactive television. We sell our
video programming and high-speed data services on-a'subsérip-
tion basis, with prices and related .charges, that vary primarily
based on the types of service selected, whether the services are
sold as 4 “bundle” versus on an ‘i la carte” basis, and the
equipment necessary 'to receive the services, with some variation
in prices depending on geographic location. In addition, we offer '
telephony service, to a. limited number of customers. -

"y

1 Approximate as of
:.D .Dez;ember 31,

. December 31,

) ] ' zom"” 00

Cable Video Sennces - T .

Analog Videa: S l o L
Residential (non-bulk) analog v1deo customers(b) P , 5739900 . 6,173,400
Multr—dwellmg (bulk) and commercral unrt customers() : B 251,600 . . 257,900

Analog video customers®® 5,991,500, : 6,431,300

Digital Video: ‘ O
Digital video customers® . b g f 2674700, .. . 2,671,900

Non-Videa.Cable Services: o S
Re51dent1al lugh-speed data customers() ST 1,884,400 . Ll,565,600
Dial-up custoiners o T ERAT L oo, 3800 . 9,600

' 45400 24900

Telephony customérs®

"

Pro forma for the sale of systems to Atlantic Broadband Finance, LLC in March and Apnl 2004 -as if tHese sales had océurred as
of December 31, 2003, analog video customers, digital video customers and- residential high-speed data customers would. have tbeen

6,200,500, 2,588,600 and 1,527,800, respectively, as of December 31, 2003. L O TR TP

@ “Cystomers” include all persons our corporate billing records show as recelvmg service (regardless of their payment, starus) except for,complimentary accounts (such as
our employees). In-addition, at Degember 31,2004 .and. 2003, ;jcustomiers” inchide approximately 44,700 and 72,700 persons whose accounts were over 60 days past due
in payment, approxrmately 5,200 and 6,500 persons,, whose agcounts were over, 90 days past due in paymert and’ approxlmately 2 300 and 2000 of which Were over

120 days past due in payment, respecnvely o

)
s

® “Residential (non bulk) analog* vxdeo customers” iriclude‘all custgihers‘who receéive video services, except for complimentary accounts (such as, our employees)

© Included. withiir: “video’ customers” are those in*commercial and multi-dwelling structures, whreh are calculated on an equrvalent bulk unit (‘EBU") basis. EBU i is calculated for
a system by dividing the bulk price charged to.accounts in‘an area by the most prevalent price charged to' non-bulk résidential customers in that market for the ‘compatable
tier of service. The EBU method of estimating analog v1deo customers is consistent with the methodology used in determining.costs paid-to.pfogrammers and has been
consnstently applied year over yéar. As we incréise our Effective analog prices to residential customers without a corresponding increase in the prices charged to commercial
service or multi-dwelling customers, our EBU count will decline even'if there is'no real loss in commercial service or multi-dwelling customers.
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@ “Digital video customers” include all-households that have one or more digital-set-top terminals: Included in “digital video customers” on December 31 2004 and-2003
are approxxmately 10,100 and 12,200 customers, respectwely, that receive digital video service dtrectly through satellite transmlssxon

© All of these" customers also reteivé video sérvice and ‘are mcluded in the video ‘statistics above: except for approxxmately 217 400 and 105, 700 of these customers at
Decenber 31, 2004 and 2003, respectively; 'Who were residential high-speed ‘data only customers. ; ' ;

@ “Telephony customers™ include ‘all households receiving telephone service. .| . i

L P ' A o AR PR VR

Video Services .. T : s Wi n T P
Our video: service oﬁenngs mclude the followmg . - o High Definition Television. High definition television™ :
o Basxc An a]og Vi deo All of offers our digital customers video programming at a higher

“a package of bisic’ ‘progratming Wlnch generally consrsts “of ’ resomﬁéd:'than the'standard an’aldg ?o’r“di"gital \'rideo"'image‘“-

r v1deo customers recéive °

16¢4] broadéast telev1sron, local’ community programmmg, A Dlg‘ltal deeo Recorder. DVR servnce enables customers
" incliding governmental and pubhc access and’ llrmted to dlgxtally record programmmg and to pause and rewmd ‘
satelllte—delxvered or non-broadcast channels such as l hve programmmg ‘
weather, shopping’ and religious services. "Ouf basic channel e o
line-up generally has between 15 and 30 channels ‘ - B . T ' }
e Expanded Basxc Video. This expanded programmmg High-Speed, Data semces' L 3 SRR O ‘
level i cllldes a package of satelhte—delwered ornon- We offer htgh speed data services to” our residential ‘and
broadcast channels and generally has between 30 and N commiercial ‘customérs: primarily via cable modems: attachiéd to
50, channels in addmon tO the b351C channel lme-up 0 persondl computers. We. generally:offer 6ur high-speed-data,

x:

o Premlum Channels. These channels provide commer-

- cial-free movies, sports and ot,her special event; entertain-
ment-programming: Although we offer subscriptions to. -
premjuin channels .on-an individual: basis, we,_yoffer an.. . o
increasing number. of premium channel-packages and we - ...
offer premium. channels with-our. advanced services.: -

service as. Charter High-Speed Internet™. We'also offer. tradx-
tional dral—up Internet access in a very lumted number of our.
markets. =+ oo i s,
We ended 2004 letl'\ 18% penetrauon -of lngh—speed data O3
homes passed, up from the 15% penetration of high-speed data
homes passed at year-end 2003. This gave us an annual
percentage increase in high-speed data customers of 20% and an

o Pay-Per-View, * These channel§ allow customers tb' pay increase in high-speed data revenues of 33% in the year ended
on a per event basis to view. a single showing of a recently .. December 31,2004, e e
released movie, a one-time special sporting event, music e T S AT e

concert or similar event on a commercial-free basis.

.o’ Dlgltal Video. We offer digital video service to our Telephony Services

* custorners in several different service combination packages. We continue to deploy voice communications services using
All of our digital packages include a digital set-top terminal, VOIP to transiit digital voice signals over dur systéins. ‘At
an interactive electronic programming guide, an expanded December 31, 2004, telephone service was available to’ pprox1—
‘menu of pay; pet-view channels and the option to also mately 900,000 homes, and we were marketing to approﬁnmately
" receive dlgltal packages which range from 4 to 30 addi- two-thirds of those' homes. We will continue’ to’ prepare o

tional video channels. We also offer our customers certain additional markets for VOIP tatinches in 2005, 0.
- digital packages with one or more premium channels that o B
glve ‘customers access to several different versions of the v
same premiamm channel. Some digital tier packages focus on Commercial Services S

the interests of a particular customer demographic and T
P grap We offer integrated network solutions to. commerc1al and

institutional customers. These solutions include high-speed data
and video services. In addltlon we offer ‘high- speed data serviees
to small busmesses

o

emphasrze for example sports, movies, family or ethnic
_programming. In addition to video programming, digital
“video service enables customers to receive our advanced

services such as. VOD: and- high:definition television. Other - T T T
digital packages bundle digital television with. our advanced ‘ 72 PR N ST M N R U SR
services, such as high-speed data services. S Tooiem, EE e T oy
Sale of Advertlsmg ‘ .
¢ Video On Dersinand and Subscnptnon Videoon' ' IR BRI

““We'receive revenues’ from—the sale sof local adverttsmg on’

satellité-delivesed hetworks: such as MTV® CNN® ahd ESF’N®

. In any: particular market, we generally msert local advertlsmg on
up to-39- channels..Our: system-rebuilds have increased the
oumbet of available chantiels onwhich we -are able to’insert
local advemsmg We also provrde €ross- channel advemsmg to
some programmers. . o : S )

Demand We offer VOD service, whrch allows customers .
to access hundreds of movies and other programmmg at

any tire with digital picture quality. In som€ systems we
Lalso offer subscrlptlon VoD (SVOD) for a.monthly fee or.
included in a-digital tier premium channel subscription. - .
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From:-time to time, certain of our vendors, including’ -

‘ eqmpment vendors, have purchased-advertising’ from us. Fi or the
: yeafS ending December 31, 2004, 2003 and. 2002, we had -

advertising revenues from vendors of approximately $16 mrlllon
415 million, and $79 million, respectively. Thiese revenues
resulted from purchases at'markét” rates: pursuant to bmdmg

'agreements ERE T ER N

-PRICING. ﬂF UUR PRODUCTS AND SERVlCES

e

Qur revenues are denved prmcrpally from the monthly fees our ‘
customers pay “for the' servrces we offer A one—trme mstallatron

fee, which is sometimes waived or discounted -during’ certain -
promotional periods, is charged to new: customers. The prices
we charge vary based on the level of service the customer
chooses and-the geographic market: Most of our pricing is
reviewed and adjusted on an annual basis.: " ’

In accordance with the Federal Commmunications' Commis-
sion’s rules, the prices we charge for cable-related equipment, -
such as set-top terminals and remote control devices, and for
installation services are based on actual costs plus a permitted
rate of return.

- Although-our .cable service oﬁenngs Vary across the markets we serve because of various factors 1nclud1ng comipetition and

. regulatory factors; our-services; when offered on a stand-alone basis, are typically offered at monthly, price ranges, excluding franchise

S
b

fees: and. other taxes;.as follows: ... .-~ .« - L

’ Serwce )

Price Range as oi
Decemher 3\ 2004

Analog video packages o L e T e
Premium channels e
Pay-per-view events - .. - Lo

Digital video packages (mcludmg hrgh-speed data service, for hrgher tiers)

High-speed data: service . 00z

Video on demand {per selectlon)

High definition television

D1g1tal video recorder (DVR) - AL L

$7.00—$ 54.00
$woo—$ 15.90
$. 299—-$]79 00
$34.00 — $112.00
+$21.95 —$.49.99

' $0.99—$ 2099
' T 47399 —§ 699
N $sss—$ 999

"In‘ addition, from tiffié o fime we offer free service or
reduced-price service during promictional periods in"Srder t6
attract new-customers. Thefe’is: ne: assurancé"th'at' these' *
custotners will-rémain as customers ‘when the periodiof free
service explres e O L

BUR NETWORK TECHNGLOGY F el s

The followmg table sets forth the technologmal('capacrty of our. l
systems as’ of December 31 2004 based on a percentage of
homes passed

Sy megahetz .
* Less than . o 0T R U Twoway © Two-way
550 megaherti=.: » 660 megahentz "7 750 ‘megaheriz®. I 870 megahsrlz -f'ca"riabilily + enabled

Y. o B0y S TUAR0pc i 480 o 9200 0 879%

"'As A result of the'ldpgrade of :dfl‘r“\s‘ysterhs over the'past ‘
several years, apprommately 92% of our hoimes passed are
served’ by systems that have bandwidth' 6f 550 ‘megahertz or
greater. This bandwidth capacity énables s to ‘offéf digital "
television, high-speed data service$ and othér’ ad'yancedvs‘eryices'f'
It also' enables us to offer up t5°82” analog chaniiels, 'and ‘even
more channels when our bandwrdth is used for” drgrtal srgnal '
transrhissions. Our’ mcreased bandwrdth also pernuts two~way
communication for lnternet access mteractrve servxces, and
potentidlly, telephony sérvices.” ’ o

As part of our systems upgrade and partly as a're‘sult'of
system salés, we reduced the ‘hiumber of headends thit serve our
customers from 1,138 at january 1, 2001 to 744 at December 31,
2004 Because headends are the' control centers ofa cable o
system, where incoming signals aré aniplified, converted,
processed and combined for transmission to the customer,

reducing the. number of headends reduces related equrpment, .
service personnel and maintenance expenditures. We believe
that. the héadend consolidation, together, with -our-other .
upgrades; allows us'to .provide enhanced picture quality and
greater systern reliability. As a result of the upgrade, approxi-
mately 84% of our customers were served by headends serv1ng
at least 10,000 custorers as of December 31, 2004.:

As of December 31, 2004, our cable Systems consisted of
approxrmately 222 100 strand mlles 1ncludmg approxrmately
53, 600 strand miles of fiber optrc cable, passing approximately
12.1 million households and served approxrmately 6 2 mrllron
customers.

We adopted the hybrrd ﬁber coaxral cable (“HFC”)
archltecture as the standard for our systems upgrades. HFC
archltecture combines the use of fiber OptIC cable with coaxral '
cable. Frber optlc cable is a communication medlum that uses
glass | ﬁbers to transmrt srgnals over long drstances with
minimum 51gnal loss or dlstortron Fiber optrc cable has
excellent broadband frequency characterrstlcs noise lmmunlty
and physical durability and can carry hundreds of video, data
and voice channels over extended distances. Coaxial ‘cable is less
expensrve and requires a more extensive signal ampllﬁcatron in
order to obtam the desrred transmission levels for dehvermg

channels. In most, systems, we deliver our signals via ﬂber optrc )

cable from the headend toa group of nodes, and’ use coaxial
cable to deliver the srgnal from mdmdual nodes to the hornes
passed served by that node. Our system desrgn enables a.
maximum of 500 "homes passed to be served by a smgle node
Currently, our average node serves approximately 385 homes ]
passed. Our system design provides for six strands of fiber to
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each node, with two strands activated and four strands reserved-
for spares and future services. We believe thati this hybrid
network .design provides high capacity .and superior signal - -
quality.‘The design also.provides reserve capacity: for the
addition of future services. . .. .. . N

-.The primary. advantages of HF C architecture over tradr—
tional coaxial-only cable networks include:

° mcreased bandwrdth capacrty for more channels and other

servrces

° dedicated bandwidth for two-way services, which avoids
reverse signal interference problems that can occur with
two-way communication’ capability; and -

‘e improved picture quality‘and sérvice reliability. = ¢
We currently maintain a national network operations center

to monitor our data networks and to further our strategy of
providlng hjgh quality service. Centralized monitoring is increas-
mgly rmportant as we increase the number of high-speed data
customers utllrzrng two-way high-speed data service. Our local
dlspatch centers focus primarily on monitoring the HFC plant

MANAGEMENT UF OUR SYSTEMS

Many of the ﬁmctlons associated with our financial management
are centrallzed including accounting, billing, finance and acquisi-
tions, payroll, accounts payable and benéfit adniinistration,
information' system design and support, internal audit; purchas---
ing, marketing, ‘programming contract’administration-and .
Internet service; network arid circuits administration:-We operate
with four divisions. Each division is supported:by operatronal
ﬁnancral marketrng and engmeenng functrons B

s . Vo e

CUSTGMER CARE

We have 36 customer service locatlons mcludmg 14 drvrsronal
contact centers that serve apprommately 97% of our customers
Our customer care centers are managed d1v1sronally by a'Vice
President of Customer Caré ‘and are supported by a corporate
care team, which oversees and supports deployment and’
execution of care strategles and initiatives on a company-wrde
basis. This reﬂects a substantral consolrdatlon of our customer
care funiction from over 300 service centers in 2001. We believe
that this consolidation will allow us to improve the conSIStency ’
of our service delrvery ‘and customer satisfaction by reducmg or”
ehmmatmg the logistical challenges and poor econonues of scale
inherent in 'maintaining and supervrsmg a larger number of '
separately’ managed service centers

Specrﬁcally, through this consolldatxon, we are now able to.
service our customers 34 Hours' 4 day, seven days a week and ’
utilize technologrcally advanced ' equrpment that we belreve
enhances mteractrons with our customers through rhore 1nte111—
gent call routrng, data’ management and forecastmg and
scheduling capabrlmes We believe this consolrdatlon also allows’
us to more effectively provrde our customer care. specra.lxsts with
ongomg tralmng intended to 1mprove complarnt resolution,
equipment troubleshootmg, sales of new and addmonal serv1ces

and customer réfention.

We believe that, despite our. consolidation, we have not yet
sufficiently improved in the area of customer care, and that, this
lack of improvement Has in:part led to a continued net loss of .
customers. Accordingly, we have, begun an .internal operational
improvement initiative aimed at helping ‘'us gain new customers
and retain existing.customers,:whichr is focused .on.customer :
care, among other areas. We intend to increase our efforts to
focus management attention on instilling a customer service
oriented culture throughout thei¢ompany ‘and'to givé: those”
areas of our operatlons mcreased priority of resources for
stafﬁng levels, training budgets and ﬁnanctal mcentlves for : '
employee performance in those areas. '

"In a further effort to better serve ‘our. customers, we have
also entered.into ‘outsource partnership agreements with two =
key outsource providers. We believe: the -establishment of these: -
relationships expands our ability to achieve our service objec-
tives and increases our ability to support marketing activities by
providing additional capacity available to support customer-
inquiries. T

We also utilize our website to enhance customer care by

t

--enabling customers'to view and :pay itheir brlls online, obtain :

useful information and perform various equxpment troubleshoot-‘
ing procedures. e i .

© 1

 SALES AND MARKETING L

10

In the third .quarter of 2004, Charter shrfted primary., responsrbrl—
ity for implementing, sales:and marketing strategies to the .
divisional and system level, with a single.corporate team to -
ensure compliance with guidelings established by the corporate
marketing department designed to promote national branding
consistency. Our marketing infrastructure is intended to promote
interaction, information flow and sharing of best ‘practices™
between our corporate office and our field offices, which make
strategrc decrsrons as to when and how marketmg programs will
be unplemented

Due to our focus in 2003 on certain other operatronal
matters and due to certain financial constraints, we reduced
spending in 2003 on.marketing -oursproducts-and services.
Marketing: expendrtures increased 14% for, the year ended
December 31,2004 to $122 mrllron We expect to mcrease our
spendmg on marketmg in 2005 v L

We momtor government regulatron customer perceptron
competmon, pricing and product preferences, among other :
factors, to’increase aur; responsiveness to our customers. Qur
coordmated marketmg strategies, 1nclude door-to-door solrcrta—
tion,, telemarketmg, medla advertrsmg, e-marketmg, drrect marl \
2004 we, 1ncreased our focus
on marketrng and sellmg our serv1ces throJugh consumer B
electronics retailers and other retallers that sell televrsrons or
cable modems. _

‘ In_]anuary 2004 we mtroduced the ﬁrst natronal brandmg
campaign in Charter 5 hlstory The “Get ‘Hooked” brandmg
initiative. was akey. focal point of our natronal marketmg -
campaxgns in 2004 wrth the aim of promotmg deeper market »

sol|c1tat10n and retall locanons

oty N oot

I3
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penetratron and increased revenue per customer. In 2004, our
corporate team produced eight national “Get Hooked” market-
mg campaigns designed to:

¢ Promote awareness and: loyalty among exxstmg customers
and attract new customers; i

& Announce the avallabrllty of our advanced servxces as' we
roll them out in our systems :

¢ Promote our advanced services (such as DVR, hlgh
definition television, telephony, VOD and SVOD) thh the
goal that our customers will view their cable connection as |
one-stop shopping for video, voice, high-speed data and -
interactive services; and

e Promote our bundling of d1g1tal v1deo and high-speed data
semces and pricing strategies.’ '

PROGRAMMING -

Beneral : P

We believe that offering a wrde -variety of programming i§ an
important factor that influences a customer’s decision. to
subscribe to and retain. our cable services. We rely onmarket -
research, customer demographics and local>programming prefer-
ences to determine channel offerings in- each of our markets. We
obtain basic and premium programming frem a number of
suppliers, usually pursuant to a written contract. OQur program-
ming contracts generally continue for-a fixed period of time, -
usually from three to ten years, and are subject to negotiated .
renewal. Some program suppliers offer financial incentives to
support the launch of a channel and ongoing marketing support
or launch fees. We also negotiate volume discount pricing '
structures. Programming costs are usuaily :payable each month
based on calculations performed by us and are subject to
adjustment based on the results of periodic audits by the
programmers.

Costs
Programming tends to be made available'to us for a hcense fee;
which is generally paid based on the number of customers to
whom we make such programming available. Such license fees
may include “volume” discounts available for higher numbers of
customers, as well as discounts for channel placement or service
penetration. Some channels are ‘available without cost to usfor a
limited: period of time, after which we pay for the programming.
For home shopping channels, we receive-a percentage of the
amount our customers spend on home shopping purchases.

Our cable programming costs have increased; in every year
we have operated; in excess of customary inflationary and
cost-of-living type increases: We expect them to continue to
increase due to a variety of factors, including: annual incréases
imposed by programmers and additional programming being
provided to customers as a result of system rebuilds and -
bandwidth reallocation, both of which increase channel capacity.

In particular, sports programming. costs have increased
significantly over the past several years. In addition, contracts to

'

purchase sports programming sometimes contain built-in cost
increases for programmmg added during the term of the
contract. .

Hlstorlcally, we have absorbed increased programmmg
costs in large part, through increased prices to our customers.
However with: the impact of competition and other marketplace
factors, there is no-assurance that we will be able to continue to
do so. In order to maintain or mitigate reductions of margins . .
despite increasing programming costs, we plan to continue to.
migrate certain -program services from our analog level of service
to our digital tiers. As we migrate our programming to our: '
digital tier packages, certain programming that.was previously -
available to all.of our'customers via an analog signal, may. be
part ofian elective:digital tier package. As a result, the customer
base upon which we pay programming fees will proportionately
decrease, andthe overall'expense for providing that service -
would likewise decrease. Reductions in the size of éertain i+t
programming customér bases may result in the loss’ of specrﬁc
volume discount benefits, oo '

As measured by programming costs, and excluding pre-
mium servicés (substantlally all of which were renegotrated and ’
renewed in 2003), 4s of December 31, 2004 apprommately 10%
of our current programmiing contracts were exprred and’” A
approxxmately another 34% are scheduled to explre by the end
of 2005. We plan to seek’ to. renegotxate the terms of ¢ our ‘
agreements Wlth certaJn programmers as these agreements come
due for renewal There can be no assurance that these o
agreements wrﬂ be renewed on favorable or comparable terms
To the extent that we are unable to reach agreement w1th
certain programmers on terms that we believe are reasonable .
we may be forced to remove such‘programmmg,cha’nnels from,
our, line-up, which could result in a further loss of customers. In -
addition, qur inability to fully pass these programming cost ;-
increases-on to our customers would have .an adverse 1mpact on
our cash ﬂow and operating margins.

i

FRANCHISES ) S

As of December 31, 2004 our systems operated pursuant to" a
total of app x1mately 4 200 franchlses, permits and similar
authonzatrons issued by Jocal and state govemmental authorx-
ties. Each franchlse is awarded by a governmental authonty and
such govemmental authority often must approve a transfer to
another party. Most franchises are subject to termmatlon )
proceedmgs in the event of a matenal breach. In addmon most
franchises require us to pay the granting authonty a franchtse ,
fee of up to. 5.0% of revenues as defined,in the various
agreements, which is the maximum amount that may be
charged under the applicable federal law. We are entitled to and
generally do pass this fee through to the customer.
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Prior to the scheduled explratlon of most franchlses we
initiate rénewal proceedings with the granting authorities. This
process usually takes three years but can take a longer perlod of
time. The'Communications Act provides for ar orderly
franchise renewal process in which granting authofities may ni6t
unréasonably withihold renewals. In connection With the
franchise renewal process, many governmental authorities
require-the cable-operator to make certain commitments. * -
Historically wé have been able to renew our-franchises without
incirring significant costs, although any particular franchise may
not be renewed on commercially favorable térms. or otherwise.
Our ‘failure to obtain renewals of our franchises, especially those
in the major. metropolitan areas where we have the most. .
customers, could have.a inaterial adverse -effect- on our consoli- -,
dated;financial.condition, results of operations- or our liquidity,
including our ability to comply with: our: debt covenants.
Approximately 11% of our franchises, covering approximately,
10% of our. analog video customers were expired at Decem-
ber 31 2004. Approximately 8% of additional. franctnses, o
covering approximately 9% of additional analog v1de0 customers
will expire on or before December; 31, 2005, if not renewed )
prior to expiration. We expect to renew substantxally all of these
franchises.

Under the Telecommumca’nons Act of 1996 (the “1996
Telecom Act ) state and local authontles are prohlbxted from
limiting, restnctmg or conditioning ‘the provision of telecommu—
nications SETVices. They may, ‘however, impose, competmvely ‘
neutral” .reqmrements ‘and manage the public rlghts—of way.
Granting authorities may not require ‘a ¢able opérator to provide
telecoriimiinications services or facilities, ‘otherthan institutional
networks, as’a c¢ondition of an initial franchise grant, a franchise
rénewal, or a franchise transfer. The 1996 Telecom Act ‘also'”
limits franchise fees to an operator’s cablelrelated revenues and-
clarifies ‘that théy do not apply to reveénues that-a cable operator
derives from-providing new telecommunications services. In' 2
March 2002 decision, the Federal Communications Commission
(“FCC”) held that revenue derived from the provision of cable
modem service should not be added to franchise fee payments
already limited by federal law to 5% of traditional cable service
revenue. The same decision tentatlvely limited local franchlsmg
authonty regulatxon of cable ‘modém service. On October 6,
2003, the United States Court of Appeals for'the Ninth Circuit
vacated in part the FCC’s March 2002 dec1sxon and remanded
for further’ proceedings. The Ninth Circuit affirted the portion '
of the FCC’s March 2002 decision holding that cable modem
sefvice is not a “cable service.” Although the Ninth Circuit’s
decision should not subject cable operators-to additional cable
franchise fee requirements for the provision of cable modem -
service, it coild possibly result in other telecommumcatlons
regulation. - :

Competition

We face competition in the areas of price, service offerings, and
service reliability. We compete with other providers of television
signals and other sources of home entertainment. In addition, as
we continue to expand into additional services such as high-
speed Internet access and telephony, we face competition from
other providers of each type of service. We operate in a very

12

competmve busmess envxronment, Wthh can adversely aEect B
our business and operations. ) .

In terms of competition for customers, we view ourselves as
a member of the broadband communications industry, which
encompasses multi-channel video for television and related
broadband services, such as high-speed data and other interac-
tive video services. In the broadband mdustry, our pnnapal
competitor for video services throughout our territory is direct
broadcast satellite (“DBS”), and in markets where it is available,
our principal competitor for data services is digital subscriber
line (“DSL”): We do not consider other cablé operators to be
significant' one-on‘one-competitors in the matket overall, as
traditional overbuilds are infrequent dnd spotty geographically
(although in a particular market, a cable operator overbuilder
would likely be a significant competitor. at the local level). As of
December 31, 2004, we are aware of traditional overbuild
situations in service areas covering approximately 5% of our,
total homes passed and potential overbuilds in areas servicing
approximately 2% of our total homes passed.

. Although cable operators tend not to be. direct competitors
for customers; their relative. size may. affect the competitive .
landscape in terms of how a cable company competes against
non-cable competitors in the market place as well as in ¢
relationships with, vendors who deal with cable operators. For .
example, a larger cable operator might have better access' to and
pricing for the. multiple types of services cable companies offer.
Also, a larger entity might have different access to financial
resources and acquisition opportunities.

Our key. competitors include:

P

DBS
Direct broadcast satellite is a 51gmﬁcant competitor to cable
systéms. The DBS 1ndustry has grown rapidly over the last
several years, far exceeding the growth rate of the cable
television industry, and now serves more than 24 million
subscribers nationwide. DBS service allows the subscriber to
receive video services directly via satellite using a relatively small
dish antenna.. Consistent with increasing .consolidation in the
communications industry, News Corp., one of the world’s largest
media cornp‘anies, acquired a controlling interest in DIRECTV,
Inc. (“DirecTV”) in 2003, the largest domestic DBS company.
This business combination could further strengthen DirecTV’s
competitive posture, particularly-through favorable programming
arrangements with various News Corp. affiliates -and.subsidiaries,
such as the Fox television network. Additionally; EchoStar and
DirecTV both have entered into joint marketing agreements
with major telecommunications companies to offer bundled
packages combining phone service, DSL and DBS services.
Video compression technology and high powered: satellites
allow -DBS -providers to offer more than 200 digital channels. ;-
from a single transponder satellite, thereby surpassing the typical
analog cable system. In 2003, major DBS competitors offered a
greater variety of channel packages, and were especially compet-
itive at the lower end pricing; such as a monthly price-of
approximately $30 for 75 channels compared to approximately - .
$40 for the closest comparable package in most of our markets.
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In addition, while we continue to belieye that the initial
mvestment by a DBS customer exceeds that of a cable, custorner,
the: initial equipment cost for DBS has-decreased, substantially,..:
as the DBS. providers have aggressively marketed. offers to-new -
customers.of incentives for discounted. or free equipment, :
installation and multiple units. DBS:providers:are able to offer
service nationwide and are able fo establish a national image -
and branding with sstandardized offerings, which- together with-
theéir ability to aveid franchise fees of up to'5% of -revenues'and
property tax; leads to- greater efficiencies and lower Costs' in the

lower tiers:of servnce However we beheve that most consumers .

continue to prefer Gur stronger local presence in ‘aur markets
We believe: that cable-delivered VOD afid SVOD servrce are "
supenor to DBS service because cable headends can store
thotsands of t_itles wh’"ich] custor; an
mdependently, whereas DBS:

ble a much smaller number of t1tles w1th DVR hke customer”l' o

control We also belreve that our hlgher tzer products partrcu—
hrly our bundled prerruum packages are pnce-compeutrve with
DBS packages and that many consumers prefer our abrlxty to
economlcally bundle video packages with data packages Fur-
ther, cable provrders have the potentral rn some_ areas to provrde
a more complete whole house’ commumcatrons package when
combining video, high-speed data\a,x,l..d,‘foxca We believe. that ..
this, combined with the. introduction, of more new products;that
DBS cannot offer (local high definition television and-local .
interactive television) differentiates us from-DBS: competrtors
and could enable us to' win-back some of our former-customers
who migratedi to-satellite. Recent joint marketing; arrangements
between DBS providers and telecommunications’ carriers allow
similar bundling of services’in- certain areas,  ©., :':4 o7 i
DBS ‘companies-historically: were prohrbrted from'retrans- .
mitting popular local broadcast. programrming: However,ia .
chanige to the copyrighit Taws in::1999, which was ‘continued in
2004; eliminated this legal impediment:As a‘restlt, DBS
compaiiiés now may retransmit such-programming, once they"
have secured-ietiansmission’ consent from the popular broadeast
stations theyiwish to carry, and honér mandatory carriage .+
obligations of less- popular broadcast stations in-the same: ..~ -
television*markets. Ini response to the legislation; Diré¢TV and-
EchoStar have been carrying the major network stations in -
many of the'nation’s television markets. DBS; however,.is -
limited in. the local programming it can provide because-of the .
current -capacity: limitations of satellite technology. DBS.compa-
nies:.do not-offer local broadcast .programmiing in every, -
U.S.:market, although the number of markets covered-is
increasing. i j
DBS providers have made attempts at widespread deploy— ]
ment of hrgh—speed Internet access services via satellite but e
{avé been techmca.lly constrarned and of llmrted
appeal However DBS providérs have’ ‘entered into JOlnt
marketmg arrangements with telecommumcauons carriers
allowmg them to oﬁer terrestnal DSL semces 1n many markets
DSt and othe_r _Bmadhand Serwces ) ’ '
D1g1tal subscnber line service allows Internet access to siibscrib-
ers at data transmrssron speeds greater than those avaxlable over

conventional telephone lines. DSL service therefore is competi-
tive with high-speed:Internet acc_es_s,over_ cable systems, Most
telephone companies . which-already. have plant;.an existing.
customer, base, and other operational functions in"place (such as,
billing;.service personnel; etc:)- offer DSL service. DSL actively .
markets its service and many providers-have offered. promotional
pricing with a one-year service agreement. The FCC has -~
initiated a rulemaking proceeding that could materially. reduce
existing regulatron of DSL service, essentially freeing. such
service from. tradmonal telecommumcatrons regulatron It i is also
possxb]e that federal legmlatron could reduce regulatron of "
Intemet servrces oEered by incumbent. telephone compames
Legrslatrve actron and the FCC 's decisions and polrcres in thrs ‘
area are subject to change We expect DSL to remain a.. .
51gnrﬁcant competitor to.our data services.-In addrtlon the ,
further deployment, of fiber by, telephone companies, into the1r
networks will enable them to provide higher bandwidth, Internet, +*
service-than provided over-traditional, DSL lines. . A
‘DSL and‘other forms of-high‘speed Internet access provrde
competition:to our high-speed-data service. For example, as.: .
discussed above, satellite-based delivery options are in develop=. -
ment; I addition, lo¢al wireless Internet services:have recently*
begiin to.operate in-many markets using available unlizensed
radio spectrum. This service option,’ popularly knowii as “wish”,’
oEers aribthér alternative to cable-based Internet access. - '
fngh-speed [ntemet ‘dccess facilitates the streamlng of video
into’ homes And’ buslnesses As-the quahty and’ avaxlabllrty of ™
vxdeo str ammg dver the Intérnet 1mprOVes video' streammg
hkely wrll compete wrth the tradltronal delrvery of Video
programmmg services’ over ‘cablé systems. Iti is pos "'ble that ‘ »
programming suppllers will constder bypassmg cable perators '

“and market thelr services directly to the consumer through

video streammg over the Interne
We belxeve that pricing for resrdentlal and commercral data',
services on. our system is generally comparable to that for ‘
similar DSL services and that some resrdentlal customers prefer
our abthty to bundle data services with, vrdeo services. However,
DSL provrders may currently be in a better posrtxon to oﬁer
data services:to businesses since.their networks tend to be more
complete in-commercial areas:; They also have:the ability to
bundle telephony with data services for a higher percentage of
their customers, and that ability is appealing to many consum-
ers. Joint marketmg arrangements between” DSL provrders and
DBS providers may allow some addmonal bundlmg of servrces.
Moreover, ma]or telephone compames, such as SBC and ,
Venzon are now deploymg ﬁber deep into their networks that
w1ll enable them to offer hlgh bandwrdth v1deo services. over .
therrrnetworks m addmon to establrshed wvoice and Internet ;
SEIVICES. . -

Broadeast Television ' -

Cable television has long conipeted with broadcast tefevision, -
which consists of television sigrials that the viewer is’ able to "
receive without charge using an” “off-air” antenna. "The extent of
such competition is"dependent upon the' qualxty ‘and quantity of
broadcast signals available through “off-air” reception coinpared
to the services provided by the local cable system: Traditionally,
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cable television has provided a higher picture quality and’ more

channel offerings’ than broadeast-television. However, the recent’

licensing of digital spectrum by the FCC will provide traditional
broadcasters with the -ability to deliver high-definition television
pictures and multiple digital-quality program: streams, as well as
advanced digital servmes such as subscnptron video. and:data
transmission. . S

Traditional Overbuilds

Cable systems are operated under non—exclusrve franchlses K
granted by local authorities. More thait one ‘cable system may
legally be built in"the same area. It is possxble that a franchising
authonty mjght grant a sécond franchrse to anothér cable
operator and thit such a franchxse mrght ¢ontain terms and’
conditions more favorable than ‘those afforded us. In addition;”
entities' willing to establish an open video system, under’ which
they ‘offer unaffiliatéd programmers non-dlscnmmatory access- to
a portion of the system’s cable system, may be: able to aveid
local franchising requiremients: Well financed businesses from -
outside the cable industry, such as public utilities that already
possess fiber optic and- other transmission'lines in the areas they
serve, may over time become competitors: There-are ‘a number:
of cities,that have constructed their.own cable systems, in'a - . -
manner similar to’ city-provided, utility services. There also has .-
been-interest in. traditional overbuilds by private companies.
Constructing-a.competing cable system is.a capital intensive
process which involves a high degree of risk. We believe that in
order to be successﬁll a competitor’s overbudd would need to
be able to serve the homes and busmesses in the overburlt area
on a more cost—effectlve basns than we can Any such overbuxld
operation would requrre exther srgmﬁcant access to capltal or
access to facﬂmes already in place that are capable of delxvermg
cable televrsron programmmg

As of December 31, 2004, we are aware ‘of overburld

situations impacting apprommately 5% of our’ total homés
passed and’ potential overbuild situations in’ areas servicing
‘approximately 2% of our total homes passed: Addmonal
overbuild situations may occur in other systems. In response to
such overbuilds, these systems have been desigriated ‘priorities
for the upgrade of cable plant and- the launch 6f new and
enhanced services. Asof December 31, 2004, weé have upgraded
many of these systems to at least 750 megahertz two—way HFC
architecture. S

Telephone Companies and Utllmes ; '
The competitive environment has been 51gmﬁcant1y aﬁ”ected by
technological developments and regulatory changes enacted
under the 1996 Telecom Act, Wl’llCh is desrgned to enhancé’
competition in the’ cable telev151on and local telephone mirkets.
Federal cross-ownership restrictions hlstoncally limited entry by
local telephone companiesinto the ‘cable business. The 1996
Telecom Act modified this cross-ownership restriction, making
it possible for local exchange carriers, who have considerable
resources, to provide a wide, variety of video services competi-
tive with services offered by cable systems.

Telephone companies can lawﬁllly enter the ca‘ble televrslon
business, and although activity in this area historically | has been
quite lumted recent announcements by telephone companies
indicate a growing interest in oﬁerxng a video product. Local

exchange carriers do already provide facilities for the transmis- -
sion and-distribution of voice 'and data services, incliding”
Internet services; in‘competition with our existing or potential -
interactive services véntires and businesses. In addition, major
telephone companies, such as SBC-and Verizon, are now i ;..
deploying fiber into their networks that will enable themito, offer
video services over théir networks,‘in addition to established- - -
voice and. Internet services., Some telephone companies-have ... -
béegun- more extensive deployment of fiber in their networks.-that
will: enable. them to begin providing video services, as well as ..
telephony, and Internet access service. At least one major . .. .
telephone company, SBC, plans to provide.Internet protocol
video over its upgraded network. SBC contends, that its use. of
this technology should, allow it to provrde v1de0 servnce w1thout
a cable franchlse as requrred under Title VI of the Commumca—
tions Act. Other te]ephone compames deploymg ﬁber more
extensrvely are attemptmg through. various means to weaken or
streamlme the franchxsrng requirements apphcable to them If
telephone compames are successful in avordmg ot weakemng ‘
the franchise and other regulatory requirements applrcable fo "
Chatter, their’ competmve posture ‘would be enhanced” We '
cannot predict the llkehhood of success of the broadband
servicés offered’by our competltors or the impact on us'of such
competitive ventures ThHe targe scale entry of major: ‘telephone’ -
companies as “direct competitors in the vidéo marketplace could
adversely’ affect the proﬁtabrhty and valuanon of estabhshed e
cable systems. . oo
Asiwe expand’our éﬂenngs to’mclude Internetiaccess.and °
other telecommunications services; we will be subject:to™s. -
competition. from other telecommunications providers. The ! .
telecommunications. industry is-highly.competitive and includes
competitors with greater financial -and personnel resources; who .
have brand name- recognition and long-standing relationships
with regulatory. duthorities and customers: Moreover, mergers, .
joint ventures and -alliances among franchise; wireless or private
cable operators,:local.exchange carriers,and others:may:result in
providers capable of:offering cable. television, Internet, and. -
telecommunications services in-direct. competition with.us. For
example, major local exchange carriers have entered.into -
arrangements with EchoStar and- DirecTV in- which they. w111

market’ packages comblmng phone service, DSL and DBS .
services. : .- i . e
Addltlonally, ‘we.are subject to competmon from, utlhtles -
which’ possess “fiber optic transmission lines-capable of transmit-
ting: signals ‘with' minimal signal distortion: Utilities are:also.
developing broadband over power. line technology, which will....
allow the provision of Internet and other'broadband services to
homes and ofﬁces DL

AP

Private Cahle - ‘
Additional competltlon is posed by satelhte master antenna N
television systems, or SMATV systems servmg multrple dwellmg
units, or MDUs, such as condormmums apartment complexes,
and private resrdentlal communltles These private cable systems
may enter into exclusive agreements with such MDUs Wthh
may preclude operators of franchise systems from servmg
residents of such pnvate complexes Prlvate cable systems can
offer both ‘improved receptxon of local television’ statiofis and
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many of the same satellite-delivered program services that are, -
offered by cable systems. SMATV systems currently benefit
from operating advantages not available to fra.nchlsed cable
systems, mcludmg fewer regulatory burdens and no requlrement
to sérvice low densxty or economxcally depressed commumtles
Exemption from regulatlon may prov1de a competitive advan-
tage to certam ‘of our current and potentral competltors

Wrreless Dlstrlbutlon , '. L

Cable systems also compete w1th w1reless program d1str1butron .

services-such as multi-channe] multipoint. distribution systems or
“wireless cable,” khown-as MMDS, which uses. low—power o
microwave frequencies to transmit television programming -
over-the-air-to paying customers. Wireless distribution services
generally provide. many of the programming services provided
by cable-systems, and.digital compression technology increases
significantly. the channel capacity of their systems. Both.analog
and digital MMDS services, however, require unobstructed “line
of sight” transmission paths and MMDS -ventures. have been -
quite limited to date. .7 e

The FCC has completed 1ts auctlon of Multlchannel Video

Distribution & Data Seryice. (“MVDDS”)-licenses. MVDDS is a.
new terrestrial video and data fixed wireless service that the
FCC-hopes will 'spur competmon in the.cable and DBS
industries. s e P T

Rl:GULATlDN AND LEGISLATIUN

The following summary -addrestes ‘the key" regulatory and
leglslatlve developments affecting ‘the cable industry. Cable
system operations are extensrvely regulated by thé FCC; some;
state governments and ‘tiiost lo¢dl governments.'A failure to
comply with these regulatlons could siibject"us to substantial
penalties. Our business-can be dramatically impacted by changes
to the existing reg'ulatory framework, whether triggered by
leglslanve administrative, or judicial’ rulings. Congress and' the

FCC have expressed a ‘particular interéstéin’ mcreasmg competi-

tion in the communications field generally and in' the cable
television ‘feld specifically. The 1996 Telecotn Act alteréd the .
regulatory structure governing the nation’s communications =
providers. It removed barriers to competition in both the cable
television market and the locdl telephone market. At the same

time, the FCC has pursued 'spectrum licensing option's désigned

to increase competition to the cable industry by wireless
multichannel video programmiing distributors. We could be
materially disadvantaged in:the future if we are subject to new
regulations that do not equally*impact our key competitors.

Congress and the FCC have frequently revisited the subject
of communications regulation, and they are likely to do so'in-
the future. In addition, franchise agreements with local govern-
ments must be pe_riodieally, renewed, and new operating terms
may: lice imposed.. Future legislative, regulatory, or jvudici_al
changes could adversely affect our operations. We can provide
no assurance that the already extensive regulatlon of our..
busmess will not be ‘expanded in the future. .

Cable Rate Regutation . :
The cable industry has operated under a federal rate regulatxon
regime for more than a decade. The regulations currently
restrict the prices that cable systems' charge for basic service and
associated equipment. All other cable offerings are now univer-
sally -exempt from rate regulation. Although' rate regulation.
ope’rates pursuant to a federal formula, local governments, -,
commonly referred to as local franchising authorities, are. ..
primarily responsible for administering this regulation. The
majority of our local franchising authorities have never cértified
to regulate basic cable rates, but they retain the right to do so
(and order rate reductions and refunds), except in those specific
communities facing “effective competition.” Federal law defines
effective competition as existing in a variety. of circumstances .
that historically were rarely satisfied, but are increasingly likely
to be satisfied with the recent increase.in. DBS. competition.
There have been frequent calls to impose expanded rate .
regulation on the.cable industry. Confronted with rapidly
increasing: cable programming costs, it is possible that,Congress .
may adopt new constraints on the retail pricing or packaging of
cable programming. Such constraints,could adversely -affect our
operatlons R - R, .
- The federal rate regulatrons also requxre cable operators to,
maintain; a “‘geographically uniform’ rate within each commu- .
nity, except in those communities facing effective competition, .
As we attempt to respond to.a changing marketplace with -
competitive ‘pricing-practices, we may face legal restraints and |
challenges that impede our ability -to compete Ve

Must Carry/Retransmlssmn Cansent -
Federal faw currently includes ‘must carry’ regulatxons which
require cable systems to carry certain local broadcast television
stations that the cable operator would not select. voluntarily...
Altematlvely, popular commercial television stations can prohrbrt
cable camage unless the cable operator first negotlates for
“rétransinission consent, " which may be condmoned on srgmﬁ-
cant payments orother concessions. Either option has a*
potentlally adverse effect on our biisinéss. The burden assocxated
with must carry could increase srgmﬁcantly if cable systems
were requxred ‘to stmultaneously carry both the analog and-"
digital signals of each television station (dual carriage), as the’
broadcast industry transitions from an analog to a digital format
The burden could also increase 51gn1ﬁcantly if cable systems

" become required to carry multiple program streams includéd -

within a single digital broadcdst transmission (multlcast Car-
riage). Additional govemment—mandated broadcast camage obli-
gations could dlsrupt existing programming commitments,”
interfere ‘with-our preferred use of limited channél capacrty and -
limit our ability to offer services thatvwould maximize customer
appeal and revenue potential. Although the FCC issued a )
decisiori on February 10, 2005, confirming an earlier ruling '
against mandating’eithér dual carriage or multicast carriage, that
decision could be appealed or Congress could leg15late addl-
tional camage oblrgatrons g
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Access Channels S

Local frahchise agreements often require cable operators to set
aside certaifi“channels for public, educational“and governmental’
actess programming. Federal law -also-requires cable systems to
desigriate a portion. .of their ‘channel &apacity for commercial -
leased access by unaffiliated third partr&s Increased activity in
this area could further burden the’ channel ‘capacity- of our eable
systems. ‘ '

Access to Programmmg

The FCC recently ‘extended a-régulation prolubrtmg vrdeo
programmers’ affiliated with -cable companres from favonng cable
operators over-new competitors and requiring such program-
mers toisell theif satellite-delivered programming to other
multichannel-video distributors. This provision limits the ’abillty
of vertically mtegrated‘cable progranimers‘to offer exclusive
programming -arrangements to cable” compames DBS provrders
tradrtronally had no simila restriction on exclusive program-"
ming; biit the FCC recently imposed that restriétiori-as parf of -
its'appréoval of the DirécTV-News Corp. fierger. :

i The-FCC has also-adoptéd regulations’to avoid unfeasona--
ble conduct in retransmission consent negotiations betweeris -1+
broadcasteis and’ multichannel video programming: distributors,
including cablé"and DBS: It imposed spécial éonditions- on the
DirectTV-Néews: Corp -merger; including a requirement: :that Fox
affiliated: broadcast station$ entef. into coinmercial arbitrition for
disputes ‘over rétransmissionconsent. Given the heighteried -
competition and media:consolidation that'Charter faces, it is - -
possible that we will find it increasingly difficult to, gain access. .
to popular programming at favorable terms Such drﬂ'lculty
could adversely meact our busmess

ﬂwnershlp Restrictions:

Federal regulatlon of the commumcatlons ﬁeld tradrtlonally
mcluded a host of ownershrp restnctrons wlnch lumted the srze
of certam media entities_ and restricted, therr abllrty to enter into
competing enterprises. Through a serres of legrslatwe regulatory,
and judrcral actions, most, of these restnctrons recently were .
elmunated or substantlally relaxed F or example hrstonc restnc—
tions on local exchange carriers oﬁ'ermg cable servrce w1th1n .
theLr telephone service area, as well as, those prohlbmng
broadcast stations from gwning cable systems within therr ‘:
broadcast service area, no longer ex15t Changes in thrs '
regulatory area, 1ncludmg some Stlll subject to Judlcral revrew .
could alter the busmess landscape in whrch we operate as )
formrdable new. competrtors (mcludmg electnc utrhtres local
exchange carriers, and broadcast/ medra compames) may o
mcreasmgly choose to, offer cable servrces . o
Fhe FcC prewously adopted regulatrons precludmg any‘
cable operator from serving. more than. 30% of all domestrc
multxchannel -video subscnbers and from devotmg more than
40% of the actrvated channel capacity of any‘ cable system to‘,‘
the carrrage of affiliated national video programming servrces;
These cable ownership restrictions were invalidated by the

courts, -and the FCC is' now considering adoptron of replace-
ment regulatrons ’ : | :

Internet Semce L .
Over the past_ several years,.proposals have been advanced at
the FCC and Congress that would require cable operators
oﬁerrng Intemet service to prov1de non- drscnmmatory access to
unaffiliated Internet service provrders Several local franchlsmg
authorities actually adopted mandatory open acceSs™ require: - ¢
ments, but various. federal courts réjected €ach of these actions,
relying o’ different: legal theories: It remains unclear today -
precisely what regulatory regime . ultimately will be:applied to -
the cable industry’s high-speed Internet service. The FCC has:. -
ruled that cible modem service is aii interstate “information
service,” rather than a “cable™ or “telécommunications sefvice.
This classification left-cable modem service exempt.from the"
burdens:a§sociated -with traditional cable 'and telecommunica: -
tions regulation. The United States Court of Appeals forthe
Ninth Circuit-however, vicated.in part:the FCC's ruling anid -
remanded for further proceedings. The Ninth Circuit. held that
cable modem servicé is not-“cable service,” butis part -
“telecommunications ‘service” and- part “information’ service* -
That decision hasibeen appealed to the Supreme Court, which’
has agreed’to hear ‘the:case. The Ninth Circuit. décision; if not
overturned, could potentially result in adverse regulatory treat-
ment, including the imposition of “ open. access” req\nrements on
the cable industry’s Internet access service. '
Although the CC prevxously suggested that regulatory
forbearance. of cable, modem service would be approprrate
regardless of. the technrcal classrﬁcatron ultxmately assrgned to 1t
a number, of technology companies continue to press the FCC
to subject cable modem service to certam nondlscnmmatron
prmcrples % The, ﬁnal regulatory status of cable modem service .
remarns uncertain. Tts . -outcome could matenally affect our
busmess It could also. a.ffect whether local ﬁ‘anchlsmg authontres
can collect franchrse fees on. cable modem service and whether

»

govemments unwersal servrce,fund and‘bes‘ubject tp other
common;garrier., regulatrons .

1 As the Internet has matured it has become the subJect of
lncreas__mg -tegulatory interest. There is now a host,o_f federal
laws, affecting Internet service, including the Digital Millengium
Cop};right Act, which affords copyright owners certain rights-
against.us_that could adversely affect our relationship with any
customer. accused.of violating copyright la_yvs. Recently .enacted
Anti-Spam legislation; also imposes new obligations on our
operations, The adoption of new Internet regulations could
adversely affect our business, - ‘

-
. t

Phoné Service

The 1996 Telecom ‘Act created a'inore favorable regulatory
enwronment for us o provxde telecommumcatrons services. In -
partrcular it limitedthe regulatory role of local franchising = -
authorities and ‘éstablishied requirements ensuring that we could
interconnect with other telephone companies-to ‘provide a viable
service. Many implementation details remain unresolved, and
there are substantial regulatory changes being considered that
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could impact, in both positive and negative ways, our prifnary
tele( ommumcatlons competrtors and our own entry into the

- field of phone servrce The FCC and state regulatory authormes.

are c0n51dermg, for example whether common carrier regula— o
tion tradmona]ly applied to mcumbent local exchange carriers
should be modrfled The FCC recently decided that altematrve
voice technologies, like certain types of VOIP should be
regulated only at the federal level, rather than by mdrvrdual
stZtes As the FCC generally does not favor extensrve regulatron
of. such semces, thrs decision appears tobe a posmve

development for VOIP oﬂ'errngs It is unclear how these

' regulatory matters ultrmately will be resolved and how they wrll

aﬁed our potentral expansion mto phone servrce

Pole: Attachments , . y

The Communications Act.requires. most ut1lrt1es to: provide -
cable systems with access to poles and conduits and ‘simultane-
ously.regulates thie rates charged for thisaccess. The Act’
specifies that significantly higher rates apply if the cable plant is
providing telecommunications service, as well as:traditional -
cable service. The FCC has clarifiéd that arcableoperator’s «
favorable pole rates arenot-endangered by the provision of
Internet access. Although that determination was upheld by the
United States Supreme Court, a subsequent decision by the
United States Court of Appeals for the Ninth Circuit regarding
the proper regulatory classification of Internet service has once
again created controversy in this area. The U.S. Supreme Court
has agreed-to hear an appeal of that decision. It remains
possible that the underlying pole attachment formula, or its

application to Internet and telecommunications offerings, will be _

modified-in a manner that substantially increases-6ur pole
attachment costs.

Cable Equipment

The FCC has undertaken several steps o promote eompetmon '
in the delrvery of cable equrpment “and compatrblhty with new -
digital technology The FCC has expressly ruled ‘that cable
customers must be allowed to purchase set- top tefminals from
third parties and established a milti-year phase-in dufing whrch
security functions (which would remain in the operators o
exclusive control} would be unbundled from the basrc converter
functions, which could then be provrded by third party vendors
The first phase of 1mplementatron has’ already passed A
prohrbrtlon on cable operators leasing dlgltal Set-top termrnals
that integrate security and’ basic navigation functions is currently'
scheduled to go into effect as of July 1, 2006, although the FCC
may extend the deadline.

The FCC has adopted rules implementing an agreement
between major cable operators and manufacturers of consumer
electronics on “plug and play” specifications for one-way digital
televisions. “The: rules require cable operators to .provide.“Cable-
Card” security modules and support.to customer owned digital
televisions and. similar devices already equipped with built-in set-
top terminal functionality.. Cable operators must support basic -
home recording rights andiCopy protection rules for digital - .. ;
programming content. TheFCC has:adopted companion

“broadcast flag” rules, requiring cable carriage of a code |
embedded in digital broadcast programming that will regulate ‘
the further use of copyrrght programming, although the FCC’
Junsdrcuon to, impose broadcast flag rules is currently being -
challenged in court.

. The FCC is conductrng addrhonal related rulemakmgs, and
the cable and. consumer electromcs mdustrres are currently
negotratmg an agreement that would establish addmonal plug
and play specrﬁcatxons for two-way digital televisions.

The. FCC rules are subject to challenge and mter—rndustry ‘
negotratrons are ongomg Tt is unclear how this process will
develop and how’ rt will aEect our oEenng of cable equrpment
and our relatlonshrp wrth our customers

Uther Commumcahons Act. Provrsmns and FCC Regulatory-Matters .
In addition to'the Communications Act provisions and FCC
regulations notedtabove, there are other statutory provisions and
FCC regulations affecting ourbusiness. The Communications .+
Act, for éxamplerincludes-cable:specific privacy’ obligations. The
Act: carefully limits our: abrlrty to collect and drsclose pers’onal
information. .+ . -~ o foo a

FCC: regulatlons include a Vanety of addltronal areas,. -
including, among other things:<(1) equal employment-opportu-.
nity obligations; (2)  customer service standards;.(3) technical-
service stanidards; (4).mandatory blackouts of certain network,.

- syndicated and sports programming; (5) restrictions on political

advertising; (6) restrictions on advertising in children’s program-
ming; (7) restrictionis on origination cablecasting; (8) restrictions
on carriage of lottery programming; (9) sponsorship identifica-
tion. obligations; (10): closed captioning of vidéo programming; "
(11) licensing of:systems and fadilities; and (12) maintenance of
public files; and (13) emergency alert systems.
.. It is possible;that-Congress or the FCC will expand or
modify its.regulation of cable systems:in the. future, and we -
cannot predict at this:time-how that might impact our busmess
For example, there, haye been recent discussions :about imposing
“indecency”. restrictions directly on, cable programmrng

2 2N o

cupynght
Cable systems are subject to federal copyright hcenstng covenng
carriage of television and radio broadcast signals. The ‘possible
modification or elrmmatron of this compulsory copynght lrcense
is the’ subject of contmumg legrslatrve review and cotild '
adversely aﬁ'ect our abrhty to obtam desired broadcast program—
ming. We ‘éannot’ predrct the’ outcome of 'this legrslatrve actrvrty !
Moreover, the Copyrrght Office Has not yet provrded any
gurdance as to the how the compulsory copytight license shiould
apply to newly offered digital broadcast signals.

Copyright clearances for non-broadcast, programming ser-+
vices are arranged through private negotiatlons.--Cablevoperators
also must obtain music rights for locally otiginated .program-: ...
ming and advertising from the major music performing rights
organizations. These licensing fees have been the source of
litigation in, the past, and we.cannot predict with,.certainty
whether license fee disputes may arise.in the future. .

T SR T U TR
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Franchise Matters

Cable systems generally are operated pursuant to nonexclusrve
franchises granted by a mumc1pal1ty or other state or local ’
government entity in order to ctoss public nghts-of -way. Cable
franchises generally are granted for fixed terms and in many
cases include monetary penaltres for noncomphance and may be
termmable if the franchtsee fails to comply wrth matertal
provisions.

The specific terms and conditions of cable franchises vary
materially between Jll[‘lSdlCth[lS Each franchtse generally con-
tains provrslons governing cab[e operatrons franchlse fees,
system construction, mainténance; techmcal per'formance and
customer service standards. A number of states subject cable -
systems td the jurisdiction of ‘centralized- state government
agencies, such as public-utility commissions. .Although local
franchising authorities have considerable discretion in establish-
ing franchise terms, there are certain federal protections.: For
example, federal law caps local franchise fees and includes
renewal procedures.designed to protect’incumbent franchisees .
from arbitrary denials of renewal. Even if a franchise is renewed;
however, the local franchising. authority: may seek to impose
new and more onerous requirements as.a condition of renewal.
Similarly, if a local franchising authority’s consent is required for
the purchase or sale of-a cable system, the local franchising -
authority may attempt to impose more burdensomie reqmre-
ments as a condition for provrdrng its consent..:

TE 2. PROPERTIES,

EMPLOYEES . _ C

As of December 31, 2004, we had approxrmately 15,500 full-
time equlvalent employees At December 31, 2004, approxr—
mately 100 of o our employees were represented by collectxve
bargatmng agreements We have never expenenced a work
stoppage At December 31, 2003, these numbers were approxi-
mately 15, 500 and approxrmately 300, respectwely

The corporate office, which includes employees of Charter
and Charter ‘Holdco, is responsrble for coordinating and ° '
overseeing our operations. The’ corporate ofﬁce performs certain
financial and admrmstratlve functions on a centralrzed basis such
as accountmg, taxes, brllrng, finance and acqursmons payroll and
benefit administration, information system design and support,
internal audit, purchasing, marketing and programming contract -
administration: and oversight and coordination of external .
auditors, and .consultants. The corporate office performs.these
services:on a cost.reimbursement basis pursuantto a manage-
ment services agreement. See’ "Ttem 13. Certain Relationships.
and Related Transactiens — Transactions- Arising: out of Our |
Organizational Structure and Mr. Allen’s Investment in Charter
and lts Subsidiaries — Intercompany Management Agreements” r
and “5Mutual;Services Agreements” . .. . - :

b

Our principal physical assets consist of cable-distribution plant -
and equipment, including signal receiving, encoding and decod-
ing devices, headend reception- facilities, distribution systems and
customer drop equipment for each. of our cable systems. .-
Our cable-plantand related equipment are generally.
attached to utility poles under pole rental ‘agreements-with local’
public utilities and telephone companies, arid:in certain locations
are buried in underground ducts or trenches. We own or lease
real property for signal reception sites. and own /most of our
service vehicles. : '
Hrstoncally, our subsrdrarres have owned the real property
and buildings for our data centers customer contact centers and,
our divisional adm1mstrat1ve oﬂices ‘Since early 2003 we have
reduced our. total real estate portfoho square footage by
approximately 17% and have decreased our operatrng annual
lease costs by apprommately 30% We plan to contmue reducmg

(TeM 3. - LEGAL PROCEEDINGS.

our number of administrative offices -and lease the space, where
possible, while attempting to sell those existing locations that we
believe are no longer required. Our subsidiaries generally have.
leased space for business offices throughout our operatmg
divisions. Our headend and tower locatlons are located ,on.
owned or leased parcels of fand, and we generally own the -
towers on whrch our equrpment rs located Charter Holdco
owns the real property and butldrng for our pnncrpal executlve
offices. : .

.. The phystcal components of our cable systems requrre
mamtenance as well as, penodrc upgrades to support the new
services and products we mtroduce See “Item 1, Busmess - Our
Network Technology We belleve that our propertles are
generally in good operatmg condmon and are smtable for our ‘
busmess operatrons o s

Sy

Securities Class Actions and Derivative Suits
Fourteen putative federal class action:lawsuits ‘(the:“Federal
Class Actions”) were filed- against Charter and certain of'its
former and presént officers ‘and directors-in various jurisdictions -
allegedly on behalf of all purchasers of Charter’s securities
during the period from either November 8 or November 9, 1999
through July 17 or July 18, 2002. Unspecified damages were

18

sought by the plaintiffs. In general, the lawsuits alleged :that "+ .
Chaiter utilized misleading accounting practices-and failed to
disclose these accounting practices and/or issiued false and
misleéading financial statements and press releases concerning
Chartér's opérations -andi prospects. The Federal Class Actions
were specifically and individually identified in public filings:made
by Charter prior to the date of this annual report.
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. In October 2002, Charter filed-a motion with the Judicial
Panel on Multidistrict Litigation (thé “Panel”) to- transfer the
Federal Class Actions to the Eastern District of Missouri. On
March 12, 2003 the Panel transferred the six Federal
Class Ac’clons not ﬁled in the Eastern District of Missouri to that
district for coordlnated or consolrdated pretnal proceedmgs with
the eight Federal Class Actlons_already pending there. The
Panel’s transfer order assigned the Federal Class Actions to
Judge Charles A. Shaw. By virtue of a prior court order,’
StoneRidge Investriient Partners LLC becaine lead plaintiff upon
entry of the Panel’s transfer‘order. StoneRidge subsequently filed
a Consolidated Amended Coniplaint. The Court subsequently
consolidated the Federal Class Actions into a single action (the
“Consolidated Federal Class Action”) for pretrial purposes. On
June 19, 2003, followinga status and, scheduling conference with
the parties, the Court, issued a Case. :Management Order setting
forth a schedule for. the-pretrial phase of the Consolidated
Federal Class Action: Motlons to. dxsrmss the Consolidated
Amended Compla.mt were filed. On Fel)ruary 10, 2004, in
response to a joint motion made by StoneRidge and Defendants
Charter, Vogel and Allen, the Court entered an order providing,
among other things, that: (1) the parties who filed' such. motion
engage in a mediation within ‘ninety (90) days and (2) all
proceedings in the Consohdated Federal Class Actions were
stayed uritil May 10, 2004. On May 11, 2004, the Court
extended ‘the, stay in.the Consolidated Federal Class Action for
an additional sixty-(60) days. On July 12, 2004, the parties
submitted -a joint motion:to_again extend the stay, this time until
September 10, 2004. The Court granted that extension on
July 20, 2004. On August 5; 2004, Stoneridge, Charter and the
individual defendants who were the subject of the suit entered
into 2 Memorandum of Understanding setting forth agreements
in principle to settle the Consolidated Federal Class Action.
These parties subsequently entered into Stipulations of Settle-
ment dated as ofiJanuary 24, 2005 (described more fully below)
which incorporate the terms of the August 5, 2004 Memoran-~
dum of Understanding. - .

The Consolidated Federal Class Action is entitled:

e Inre Charter’ Commumcatrons Inc. ‘Securities Litigation,
MDL Docket No. 1506 (All Cases), StoneRldge Investments
‘Partners LLC, lnd1v1dually and On Behalf of All Others
Srlearly Srtuated V. Charter Commumcanons Inc., Paul
Allen, Jerald L. Kent, Carl E. Vogel Kent Kalkwarf, David
G. Barford, Paul E. Martin, David L. McCall Bill Shrefler,
_Chris Fenger, James H. Smiith, III, Screntlﬁc-Atlanta, Inc,
Motorola, Inc. and Arthur Andersen LLP, Consolidated
. Case No. 4:02- CV-1186 CAS '

" On September 12,2002, a shareholders denvatrve suit (the
“State Derivative Actron ) was filed i in the Circuit Court of the
City of St.'Louis, State of Missouri (the “Missouri State Court”),
against Charter and its then current directors, as well as its
former auditors. A’ substantxvely identical derivative action was
later filed and consolidated into the State Denvatlve Action. The
plamtlffs allege that the individual defendants Breached their
ﬁducrary dut1es by failing to establlsh and maintain adequate

internal controls and procedures. Unspecrﬁed damages, allegedly
on Charter’s behalf, are sought by the plaintiffs. :
The consolidated State Derivative Action is -entitled:

© Kenneth Stacey, Derivatively on behalf of Nofninal Defen-
dant Charter' Communications, Inc., v. Ronald L. Nelson,

" Paul G. Allen, Marc B. Nathanson, Nancy B. Peretsman, -
William Savoy, John H. Tory, Carl E. Vogel, Larry’ W
Wangberg, and Charter Cormmunications, Inc.

On March 12,2004, an action’ substantlvely identical to the
State Derivative Action was filed in the Missotiri State Court,
against Charter ‘and certain of its current and fofier directors,
as well as its former auditors. The plaintiffs in that case alleged
that the individual defendants bredched their ﬁducraxy duties by
failing to establish and maintain adequate internal controls‘and
procedures. Unspecified damages, allegedly on Chiarter’s behalf|
were sought by plamtlﬂ"s On July 14, 2004, the ‘Court "
consolidated this case with the State Denvatlve Actron .

This action is entitled: R o

¢. Thomas Schlmmel Denvatwely on behalf on Nomrnal

Defendant Charter Communications, Inc., v. Ronald L.
Nelson, Paul G. Allen Marc.B. Nathanson, Nancy B. .
Peretsman, William D. Savoy, John H. Tory, Carl E. Vogel
Larry W. Wangberg, and Arthur Andersen; LLP, a_nd ‘
Charter Communications, Inc. .
Separately, on February 12, 2003, a shareholders demvatlve

suit (the “Federal Derivative Action”), was filed against Charter

and its then current.directors in the United. States District Court:

" for the Eastern District of Missouri. The plaintift.in that, suit’

alleged that the individual defendants breached their fiduciary,.
duties and grossly mismanaged Charter by failing to establish
and maintain adequate.internal controls and procedures. .
Unspecified damages, allegedly on Charter’s behalf, were sought
by the plaintiffs. ,

The Federal Denvatlve Action is entltled

- © Arthur Cohn, Derivatively on behalf of Nominal Defendant -
Charter Communications, Inc.; v: Ronald L. Nelson, Paal G.
Allen, Marc B: Nathanson, Nancy B: Peretsman, William
Savoy, John H: Tory, Carl E. Vogel, Larry W: Wangberg '
and Charter Communications, Inc.

As noted above, Charter entered ‘into Memoranda of *
Understanding on- August 5, 2004 setting forth agreements in
principle regarding settlement of the Consolidated Fedéral - '+
Class Action, the State Derivative Action(s) and the Federal
Derivative Action (the “Actions”). Charter and various other =
defendants in those actions subsequentlyentered into Stipula-
tions of Settlement dated ‘as of January 24, 2005, setting forth' a
settlement of the Actions in 2 manner consistent with the térms
of the Memoranda of Understanding. The Stipulations-of ‘
Settlement, along with varioii§ suppcrting documentation, were :
filed with the Court on February 2, 2005. The ‘Stipulations of
Settlement provide that, in exchange for a release of all claims
by plaintiffs against Charter and its former and present: officers
and directors named in_the. Actions, Charter will pay to the
plaintiffs a combination of cash and equity .collectively valued at
$144 million, which will include the fees and expenses of
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plaintiffs’-counsel:- Of this amount,.$64 million will- be paid in .
cash (by Charter’s-insurance carriers) and the ‘balance will be
paid in shares. of Charter Class' A’ common stock having an.
aggregate value of $40. million and ten- -year warrants to
purchase shares of Charter Class A common stock having an
aggregate warrant value,of $4O mrllron wrth such values in.each
case being_ deterrmned pursuant 'to formulas set forth 1n the
Strpulanons of Settlement The warrants would have an exercise
price equal to 150% of the farr market value (as deﬁned) of |
Charter Class A gommon stock as of the date of the entry of
the. order of ﬁnal Judgment approvmg the settlement In
addmon Charter _expects 1o issue- addmonal shares of its, Class A
common stock to its 1nsurance carrier havmg an aggregate value

of $5 mrlhon As part of the settlements Charter, VVlll also )
commrt to a vanety of corporate governance changes 1nternal

,,,,,

measures Charter is takmg in connectron wrth the recent :
conclusion of the SEC investigation described below. Docu-
ments felated to the settlément 6fthe: Acfions have néw ‘been
executed and filed. O# February15,-2005, the’ Umted States
District Court for-thé' Eastern-Bistrict of Missouri g ‘gave-
préliminary approval to ‘the settleéirient of the*Actions: The
settlement of each’ of the lawsuits remaing ‘conditioned apon,
among other things, final judicial approval of the $ettlements
followinig’iotice to the class, and disthissal w1th prejudice of the
consolidated denvanve actions niow pendifig in Missouri State
Court; whlch are refated to the Federal Dérivative Action. In the
event ‘that the valudtion formula‘in the Stlpulatrons provides for
a per share vali€ of less than’ $2 25 Charter may elect'to

terminate ‘the settlement.

In addition tothe Federal Class Actions, the State
Deérivative Attion(s), the-new Missouri State Cotirt derivative
action and the Federal Derivative Action, six putativé class
action lawsuits were‘ﬁled’against‘Charter and certain of its then
current;directors, and officers in the Court.of Chancery of the
State .of Delaware:(the, ‘Delaware Class. Actions”). The lawsuits
were filed,after the filing of a-Schedyle 13D amendment by
Mr.- Allen 1nd1catmg that he was:exploring.a number of possible
alternatives with respect to, restructuring or expanding his
ownership interest in Charter. We believe the plaintiffs specu-
lated that Mr. Allen might have.been contemplating an unfair
bid for shares of Charter or. some other sort.of going private,
transaction on unfair terms and generally alleged that the .
defendants breached their fiduciary duties by participating in.or~
acquiescing .to such a transaction. The lawsuits, which are
substantively-identical, were.brought on behalf of Charter’s
securities holders as of July 29,2002, and sought unspecified -
damages and. possible-injunctive relief. However, no such
transaction by Mr, Allen has been presented On April 30, 2004
orders of dismissal without prejudice were entered in each of,
the Delaware Class Actions.. .

The Delaware Class Actions; con51st of

o Eleanor’Léondtd, v:Paul G Allen Ldrry W. Wangberg,

‘John H. Tory, Carl E. Vogel ‘Marc B Nathariéon, Nancy B.

Peretsman, Ronald ‘L. Nelson, William Savoy, and Charter
Communications, Inc;, filed on August 12, 2002; '

© Helene’ Glarraputo on behalf of herself and all others ’
s1mnlarly situated,”v: Paul G. Allen, Carl E. Vogel, Marc B. "~
- Nathanson, Ronald L Nelson Nancy B. Peretsman, Wil-
llam Savoy, John H' Tory, Larry w. Wang'berg, and o
Charter Commumcatxons Inc., ﬁled on August 13, 2002

© Ronald D Wells Whitney Counsrl and Manny Varghese
on behalf of themselves and all others.similarly situated, v, -

: Ch,arter,Cornrnunicat;ons, Inc.; Ronald L. Nelson, Paul G. .
Allen, Marc B. Nathanson; Nancy B..Peretsman, William -
Savoy, John H., Tery, Carl E. Vogel, Larry W. Wangberg,
filed on- August 13, 2002; S b

'

e Grlbert Herman on ‘behilf of - himselfianid all others -
smularly situated; V. Paul'G. Allen, Larry W-' Wangberg,: -

John'H. Tory, Carl E. Végel, Mar¢ B. Nathanson Nancy BA ’

Peretsman Ronald L: Nelson William Savoy, and Charter
Communlcatlons Inc ﬁled on August 14, 2002 ‘ '

_0 Stephen Noteboom on behalf of hlmself and all others ‘
sumlarly srtuated, v, Paul G. Allen, Larry W . Wangberg,
]ohn H. Tory, Carl E Vogel Marc B, Nathanson Nancy, B
Peretsman, Ronald L. Nelson William Savoy, and Charter .
Communrcatrons, Inc, filed on August 16, 2002; and ‘

@ John Fillmore on behalf of himself and all othiers: similarly -
situated, v.'Paul G. Allen; Lairy W.:Wangbérg, Johin H.
* Tory, Cail E Vogel, Marc B."Nathansor, Narncy B. -

Peretsman, Ronald L. Nelson, William'Savoy, and Charter

Commumcatrons Inc, ﬁ]ed on October 18, 2002

GovernmentxInvestlgatmns : .
In August 2002; Charter:became aware of a: grand jury
investigation being conducted by the U.S.-Attorney’s Office for
the Eastern District of Missouri into certain of its accounting,
and reporting practices, focusing on how Charter reported
customer numbers, and its reporting of amounts received from. .
digital set-top terminal suppliers for advertising. The . .
US. Attomeys Ofhce has publicly stated that. Charter is not a
target of the 1nvest1gatron Charter was, also advrsed by the’
USs. Attomeys Oﬁ'lce that no current ofﬁcer or, mernber of jts
board of dlrectors isa target of the 1nvestlgat10n On July 24,
2003, a federal grand jury charged four former officers of .
Charter with consptracy and mail and wire fraud, allegmg
rmproper accounting and reportrng practices focusing.on reve-
nue from digital set-top termmal suppllers and inflated customer
account numbers. Trial was set for February 7, 2005. Subse-
quently, each of the indicted former officers pled guilty to smgle
consplracy counts related to the orlglnal mail and wire fraud .
charges and are awa1t1ng sentencmg We are fully cooperatmg
with the mvestlgatlon

On November 4, 2002 Charter received an informal, non- .
public inquiry from the staff of the SEC. The SEC issued a
formal order of 1nvest1ganon dated January 23,2003, and
subsequently served document and testimony subpoenas on
Charter and a number of its formier employees. The investiga-
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tion and subpoenas generally concerned Charter’s prior reports
_with respect to its ‘determination of the number of customers,

arid various of its' accounting policies ‘and practices including its:*

capitalization of certain expenses and dealings with certain
vendors, including programmers and digital set-top terminal "
suppliérs. On July 27, 2004, the SEC and Charter:reached a final
agreement to séttle the investigation. In the Settlement Agree-'
ment and Cease and Desist Order, Charter 4greed to entry of an
administrative order prohibiting any future violations of United
States securities laws and requiring certain other remedial
internal practices and public disclosures. Charter neither admit-
ted nor denied any wrongdoing, and the SEC assessed no fine
against Charter.

indemnification :

Charter is generally required to indemnify each of the named
individual defendants in connection with the matters described
above pursuant to the terms of its bylaws and (where
applicable) such individual defendants’ employment agreements.
In accordance with these documents, in connection with the
pending grand jury investigation, the now settled SEC investiga-
tion and the above described lawsuits, some of Charter’s current
and former directors and current and former officers have been
advanced certain costs and expenses incurred in connection with
their defense. See “Item 13. Certain Relationships and Related
Transactions — Indemnification Advances” for greater detail. On
February 22, 2005, Charter filed suit against four of its former
officers who were indicted in the course of the grand jury
investigation. These suits seek to recover the legal fees and
other related expenses advanced to these individuals by Charter
for the grand jury investigation, SEC investigation and class
action and related lawsuits.

Other Litigation

In October 2001, two customers, Nikki Nicholls and Geraldine
M. Barber, filed a class action suit against Charter Holdco in
South Carolina Court of Common Pleas (the “South Carolina
Class Action”), purportedly on behalf of a class of Charter
Holdco'’s customers, alleging that Charter Holdco improperly
charged them a wire maintenance fee without request or
permission. They also claimed that Charter Holdco improperly
required them to rent analog and/or digital set-top terminals
even though their television sets were “cable ready.” A
substantively identical case was filed in the Superior Court of
Athens — Clarke County, Georgia by Emma S. Tobar on
March 26, 2002 (the “Georgia Class Action”), alleging a
nationwide class for these claims. Charter Holdco removed the
South Carolina Class Action to the United States District Court

for the District of South Carolina in November 2001, and |
moved to dismiss the suit in December 2001. The federal Judge
remanded the case to the Scuth Carolina 'Court of Common
Pleas in" August 2002 without ruling ofi the motion to dismiss.
The plaintiffs sabsequently moved for'a defaiilt judgmient, -
arguing that upon return to state court, Chartef Holdco should
have, but did not file a new motion to dismiss: The .state, court
Jjudge granted the plamtrﬁ’ s motion over Charter Holdeo’s o
obJectlon in September 2002. Charter Holdco 1mmedlately
appealed that decxs1on to the South Carolma Court of Appeals
that until a final Judgment was entered agarnst Charter Ho]dco,
they lacked jurisdiction to hear the appeal.

In: January 2003, the Court of CommonPleds granted the
plamtlffs motion for class certification, In October and Novem—’ -
ber 2003, Charter Holdco filed motlons (a) askmg that' ‘court to
set aside the default Judgment “dnd (b) secking disiissal of * ’
plaintiffs’ suit for failure to state a claim. In January 2004, the
Court of Common Pleas granted in part and denied in part
Charter Holdco’s motion to dismiss for failure to state a claim.
It also took under advisement Charter Holdco’s motion to set
aside the default judgment. In April 2004, the parties to both the
Georgia and South Carolina Class Actions participated in a
mediation. The mediator made a proposal to the parties to
settle the lawsuits. In May 2004, the parties accepted the
mediator's proposal and reached a tentative settlement, subject
to final documentation and court approval. As a result of the
tentative settlement, we recorded a special charge of $9 million
in our consolidated statement of operations in the first quarter
of 2004. On July 8, 2004, the Superior Court of Athens — Clarke
County, Georgia granted a motion to amend the Tobar
complaint to add Nicholls, Barber and April Jones as plaintiffs in
the Georgia Class Action and to add any potential class
members in South Carolina. The court also granted preliminary
approval of the proposed settlement on that date. On August 2,
2004, the parties submitted a joint request to the South Carolina
Court of Common Pleas to stay the South Carolina
Class Action pending final approval of the settlement and on
August 17, 2004, that court granted the parties’ request. On
November 10, 2004, the court granted final approval of the
settlement, rejecting positions advanced by two objectors to the
settlement. On December 13, 2004 the court entered a written
order formally approving that settlement. On January 11, 2005,
certain class members appealed the order entered by the
Georgia court. That appeal was dismissed on or about Febru-
ary 3, 2005. Additionally, one of the objectors to this settlement
recently filed a similar, but not identical, lawsuit.
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Outcome S ' :
The, SOUth Carolma Class Actiofy was entltled : In addition to the matters set forth abave, Charter is a.lso party .
8 Nikki NlChOllS and Geraldme M. Barber, on behalf of to other lawsuits and claims that arose in the ordinary course of,
themselves and all others.similarly situated v. Charter . conducting its business. In the opinion of management, after
Communications Holding Company, LLC and City of taking into account recorded liabilities, the outcome. of these
Spartanburg filed on October 29, 2001, ‘ D other lawsuits and claims are not expected to have a material
* The Geo’réih Class Action is now entitle 4 o adverse. eﬁ”ect on our consolidated financial condition, results of

operations or our liquidity.
¢ Emma S Tobar N|kk1 Nlcholls, Gera]dlne M. Barber and

April jones on behalf of themselves and all others smularly
. situated'v. Charter Commumcatlons Holdmg Company,
LLC et al ongmally ﬁied on March 26 2002

ITEM 4. 'SUBMISSIONO(F MATTERS"TO ‘A VOTE OF SECURITY HOLDERS.

No matters were subnutted to a vote of secunty holders dunng
the fourth quarter of the year ended December 31, 2004.
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PART II

naml&

(A) Market Information

Our Class A common stock i is quoted on the NASDAQ
National Market under the symbol “CHTR.” The following; -
table sets forth, for the periods-indicated, the range of high and

»-

MARKET FOR REGISTRANT'S COMMON EQUITY AND RELATED STOCKHOLDER MATTERS.

low last reported sale price per share of C]ass A common stock
on the NASDAQ National Market. There is.no estabhshed
trading market for our Class B common stock. :

'As of December 31, 2004, there were 3,793 holders of record of

our Class A common stock, one holder of our Class B common

'stock, and 13 holders of record of our Series A ‘Convertible

Redeemable Preferred Stock

s R Vo

_(G) Dividends - : : - :

Charter has not paid stock or cash dividends on any of its -
¢ommon stock, and we do not intend to pay cash dividends on
‘common stock for the foreseeable future. Except for the cash .
dividends we pay on our outstanding Series A convertible

redeemable preferred stock, we intend, to retain future earnings,

if any, to finance our business. Additionally, Charter-is prohib-
ited from declaring or paying cash dividends on any class’ of
stock on par with or junjor to the Series A convertrble _
redeemable preferred stock, mcludmg the common stock, unless
the cumulative dividends on the preferred stock and any
accrued dividends on’stock on par with the preferred stock for
any past or current period | have been pard or set a51de in, full.

Charter Holdco may make pro rata distributions to all
holders of its common membership units, including Charter.
:Covenants in the indentures and credit agreements governing
the debt obligations of Charter Communications Holdings and
its subsidiaries restrict their ability to make distributions to us,
and accordingly, limit our ability to declare or pay cash
dividends. See “Item 7. Management's Discussion and Analysis
of Financial Condition and Results of Operations.”

Class A Common Stock " High - Low
2004 -

First quarter $5.43 $3.99
Second quarter $4.70  $3.61
Third quarter .$390 . $261
Fourth quarter $3.01  $2.03
2003 ' b

First quarter $1.73  $0.76
:Second quarter : $4.18 . $0.94
Third quarter $5.50 $3.32
.Fourth quarter - $471 | $3.72
1v i .,

(B) Hulders (D) Recent Sales of Unr.egist:ered Securities

During 2004, there were no unregistered sales of securities of

. the registrant other than those previously reported on a

Form 16-Q or Form 8-K.
For information regardmg securities issued under our equity
compensation plans, see “Itern 12. Security Ownershrp ‘of

. Certain Beneficial Owners and Management'— Séciirities autho-
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rized for issuance under equity compensation plans.”
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iTEM 6. SELECTED FINANCIAL DATA.

The followmg table presents selected consolidated financial data for the penods indicated (dollars in millions, except share data):
-y . - . o s Charter Communicatigns, Inc. Year, Ended December 31,

T o001 20000
i Statement of Operations Data: . )
Revenues $ 491 § 4819 $ 4566 $ 3807 $ 3,141
Costs and Expenses: v e e ‘
" Operatmg (excludmg deprecratron and a.momzatlon) i 2080 . 1,952 1,807 - 1,486 - 1,187
g Selling, genera] ‘and admmrstrauve , o - ’ 9 o 940 i 963 - 826 : "60(?
0 Depreciatiorand amortization - ' e 1485 7T 1453 L T1436 ¢ 2,683 . . ' .2398
‘iir Impairment of franchises s o P 24330050 s = . 4,638 - - — e e
_5;? (Gain) loss on sale of assets, net ' (86) 5 . 3 10 —
i Option compensation expense (income), net . a1 4 5 (5) 38
i Special charges, net ' ' ' 04 T 36 B R B e
Unfavorable coritracts and other settlemerits o o B (72) - — ) T
1,023 - -4303 - - - 8,888 5018 - - - 4329
Income (loss) from operations {2,045) 516 (4322) 211 “F 0 (10ss)
i Intérest expensé, net {1,670) (1,557) (1,503) (1,310) - 7(1,040)
: Gain; (loss} on «derivative instruments and hedging activities, net 69 65 (115) (50): s+ =
Loss on debt:to equity conversions (23) — — — e e
i Gain (loss) on extmgunshment of debt 3n 267 — — ' —
Other, net - o -3 (16)- - 4) (59)- 20)
Loss before’ mmonty interest, income taxes and cumulative effect of R
: actounting change (3,698) (725) (5,944) (2,630) (2:148)
Minority interest 19 377 3,176 1461 - .. 11280
Loss before income taxes and cumulative effect of accounting change (3,679 (348)  (2,768) (1,169) ::v. i (868)
Income tax benefit 103 110 460 12 10
Loss before cumulative effect of accounting change {3,576) o (238) (2,308) (L,157) (858)
: Cumiulative effect of accountmg change. net of ax o N (165) — (206) (10) —
' Net loss R (43¢)  (238) @51 i T (ssy)
: Dividends on preferred stock— redeemable e T e ) @ N R —
'% Net loss applicable to common stock - P e Ty as) $ T 48 (2,5‘17) $ 168) $ 7 (859
| Loss per common share basic and diluted B ‘ R (144 8 (6.82) L (855 $ (4 33) $ '!(3 80)
‘ Weighted- average Common shares outstandmg P ' o 300,291,877 294,597,519 294,440,261 269 594 386 225 697 775
Balance Sheet Data, (end of penod) . N . B v‘ -
Total assets T - 8 el s 21,364 § 22384 § 26463 $ 24352
Long-term debt CiemEL T e oo 19,464 18,647 18,671 16,343 - - 13,061
) Minority interest 648 689 . . 1,050. 4434 o 4571
: Redeemable securities LEmes o b e e e — e 1104
v Preferred stock — redeemable 55 T 55 et B 1 TR . =
E Shareholders’ equity (deficit) @408 (17:)) T '41 o '2,585 2,767

@ Certain prior year amounts have been reclassified to conform with the 2004 presentation. .

® In 2002, the Company restated its consolidated financial statements for 2001 and prior. The: Féstatements were pnmanly relatéd ‘to the followmg categones () launch
incentives from programmers; {ii) customer incentives and inducements; (iii) capitalized labor, and overhead:costs; (iv) customer acquisition costs; (v) rebuild and-upgrade
of cable systems; (vi) deferred tax liabilities/franchise assets; and (vii) other adjustments. These ad_}ustments reduced revenue for the years ended December 31, 2001 and
2000 by $146 million and $108 million, respectively. The Company’s consolidated net loss decreased by $11 md.hon for the’ year ended December 31, 2001 Net Ioss "
increased by $29 million for the year ended December 31, 2000, primarily due to adjustments related to the original accountmg for acquisitions and’ for elements of the **
rebuild and upgrade activities. . . BT S I . T L S R

11: Comparability of the above information from year to year is affected by acqursltlons and dxsposmons completed by us See Note 2
and Note 4 to our consolidated financial statements contained in “Item 8. Financial Statements and Supplementary Data and ‘ )
| “Item 7. Management’s Discussion and Analysis of Financial Condition and Resu]ts of Operatrons - quurdlty and Capltal Resources ’
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ITEM 7.
OPERATIONS

MANAGEMENTS DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF

Reference is made to “Certain Trends and Uncertainties” of this
section and “Cautionary Statement Regarding Forward-Looking
Statements,” which describes important factors that could cause
actual results to differ from expectations and non-historical
information contained herein. In addition, the following discus-
sion shold bé read ini’ conjunction with the audited consoli-
dated financial statements of Charter Communications, Inc. and
subsidiaries ds of and for the years ended December 31,2004, -
2003 and: 2002

I3

INTRODUCTIUN

In 2004, we completéd several transactions that improved our
liquidity. Our efforts in this regard have resulted in the
completion of a number of transactrons in 2004, as follows:

the December 2004 sale by our subsrdrarres CCO Holdmgs,
LLC and CCO Holdirigs Capital Corp., of’ $550 miillion of
senior floating rate notes due 2010;

the November 2004 sale by Charter of $862.5 million of -
5.875% convertible senior notes due 2009;

]

the December 2004 redemption.of all of cur 5.75% convert-
ible senior notes due, 2005 ($588 million principal amount);

the April 2004 sale of $1.5 billion of sénior second-lien "
notes by our subsidiary, Charter Operating, together with ™
the concurrent reﬁnancmg ‘of its credrt facilities; and

the sale in the first half of 2004 ‘of non-core cable systemns

. fora total of $733 million, the proceeds of which were used

. to reduce mdebtedness

”Dunng the years 1999 through 2001 we grew srgmﬁcantly,
principally through acqursrtlons of other cable businesses
financed by debt and, to a lesser extent, equity. We have no
current plans to pursue any s1gn1ﬁcant acqursrtrons However, we
may pursue exchanges of non-strategic assets or, divestitures,
such as the sale of cable. systems to Atlantrc Broadband Finance,
LLC discussed above. We therefore do not believe that our
historical growth rates are accurate indicators of future growth
The rndustry s and our most significant operatronal chal-

Ienges in 2004 and 2003 mcluded competition from DBS
provrders and DSL service provrders See Busmess - Competr—
tion.” We believe that competition from DBS has resulted in net
analog video customer losses and decreased growth rates for
digital video customers, Competmon from DSL providers
combined with limited opportunities to expand our customer
base now that apprommately 28% of our analog video customers
subscribe to our high-speed data services has resulted in )
decreased growth rates for high- speed data customers. In the
recent past, we have grown revenues by offsetting video
customer losses with price increases and sales of mcrementaI
advanced services such as high-speed data, video on demand,
digital video recorders and high definition televrsron We expect
to continue to grow revenues through continued growth in
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high-speed data-and incremental new services including VOIP ..
telephony, high definition television, VOD and DVR service:
Historically, our ability to fund operations and investing activi-
ties has depended on our continued access to credit under our
subsidiaries’ credit facilities. We expect we will continue to
borrow under our subsidiaries’ credit facilities from time to time
to fund cash needs. The occurrence of an event of default under
our subsidiaries’ credit facilities could result in borrowings from:
these facilities being unavailable.to us and_could, in the event of
a payment default or acceleration, trigger events of default under
our notes:and -our subsidiaries’ outstanding notes and would
have a material adverse effectron us. Approximately $30 million
of indebtedness.under -our subsidiaries’ credit facilities is sched- -
uled. to mature during 2605. We expect to fund-payment of such
indebtedness through borrowings under our sub51d1ar1es revolv--
ing-credit facilities.

-

Overview of Operatmns ‘
Approximately-86% of our revenues for the each of the years |
ended December 31, 2004 and 2003 are attributable to monthly
subscription fees charged to customers for our video, hrgh—speed
data, telephone and commercial services provided by our, ca_ble
systems. Generally, these customer subscriptions may be discon-
tinued by:the customer at any .time. The remaining 14% of =
revenue is derived primarily. from. advertising revenues, franchise
fee revenues, which are collected by us but then paid to local
franchising authorities,: pay-per-view and .VOD programming
where users are charged a fee for individual programs viewed,
installation .or reconnection fees charged.to customers to -
commence or reinstate service, and commissions related to the
sale of merchandise by home shoppmg services. We have
increased revenues during the past three years, primarily
through the sale- of digital video and high-speed data services to
new and -existing customers.and price increases on video
services-offset in part by dispositions. of systems. Going forward,
our goal is to increase revenues by stabilizing our analog video
customer base, implementing price increases on certain services -
and packages and increasing the number of our, customers who
purchase high-speed data services, digital video -and new |
products and services such as VOIP telephony, VOD, high
definition television and DVR service. To accomplfsh this, we -
are increasing prices for certain services and we are offering new
bundling of services combining digital video and our advanced
services (such as high-speed-data service and high definition
television) at what we believe are attractive price points. See
“Business —.Sales and Marketing” for more details. _
Our success in our efforts to grow revenues and improve
margins will be impacted by our ability to compete against |
companies with often fewer regulatory burdens, easier access to
financing, greater personnel resources, greater brand name
recognition and long-established relationships. with regulatory
authorities and customers. Additionally, controlling our cost of
operations is critical, particularly cable programming costs;..

:7—




CHARTER COMMUNICATIONS, INC.

2004 FORM-10-K

which have historically 1ncreased at rates.in excess of inflation
and are expected to continue to increase. See “Business —
Programming” for more details. We are attempting to control
our costs of operations by maintaining strict controls on -
expenses. More specifically, we .are focused on managing our :
cost structure by .renegotiating programming agreements. to
reduce-the rate of historical increases in' programming cost, * =
managing our workforce to -control incréases and-improve '
productivity, and leveraging our size.in purchasing activities.. .«

Our. expenses primarily. consist' of operating costs, selling, -
general and administrative-expenses, depreciation and amortiza-
tion expense and interest:expense. Operating.costs primarily - -
include ‘programming costs;;the cost of-our workforce, cable . . ..
service related-expenses, advertising sales costs, franchise:fees
and- expenses related to customer billings. Qur income from -
operations decreased from $516 million for year ended-Decem-
ber 31, 2003 to loss from operations of $2.0 billion for the year ..
ended December 31, 2004. . We had a negdtive operating margin
{defined as income (loss) from operations divided. by :revenues)
of 41% for the year ended December 31, 2004 whereas for the
year ended December 31, 2003, we had a positive:operating*
margin’ of 11%. The decline in‘income from’ ofserations and"
operating margin for the year end December 31, 2004 is
pnnmpally due to the impairment ‘of franchises of $2.4 billion
recorded in the third quarter of 2004. The- year ended”
December 31, 2004 -also includes'a gain on the sale of certain
cable systems-to- Atlantle Broadbdnd Finance, LLC which is
substantially offset by an increasé ifi* option” compensatlon
expense and special charges when compared to the year:ended
December 31, 2003. For the year ended December31,-2003,
income from operations ‘was $516 million' and for the year
ended Décember 31, 2002, our loss from opérations was
$4.3 billion. Operating margin was 11% for the year ended’
December 31, 2003, wheréas for'the year er{ding December 31,
2002, we had negative operatifig margin‘cf 95%. The improve-
mient in income frof opérations and operating margin from
2002 to 2003 was principally due to a $4.6 billion' franchise
impairrnent charge in the fourth quarter of 2002 which did not
recur in 2003 and the récognition-of gains in 2003 of
$93 million related to unfavorable contracts and ‘other settle-" "~

ments and gain on sale of system. Although we do not expect -
charges for impairment in' the futiire of comparable magnitude,
potential charges could oceur due to changes in"market
conditions. »

We have-a history of net losses. Further, we expect to
continue'to report net losses for the foreséeable future. Our net
losses are principally attributablé to insufhicient revenue to cover’
the interest costs on ourhigh'level of debt, the depreciation
expenses that we incur resulting from the capital investments'we
have made in‘our cablé properties, and the amortization and
impairment of our franchisé¢ intangibles. We éxpect that these
expenses (other than impairment of franchiseés) will remain
significant, and we therefore expect to continue to report net *
lossés' for the foreseeable future. Additionally, because minority
interest in Charter Holdco.was substantially eliminated at
December 31, 2003; beginning in‘the first quartei’ of 2004, we"
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began to absorb substantially all future losses before income
taxes that otherwise would have been allocated to minority
interest. This resulted in an additional $2.4 billion of net loss for
the year ended December 31, 2004.-Under our existing capital .
structure, future losses will continue to be absorbed by Charter.

Crltlcal Accountmg Pohcnes and Estimates .
Certain of our accounting policies require our management to
make difficult, subjective or complex judgments. Management .
has; discussed these policies with the Audit Committee of::
Charter’s board of directors and the Audit:Committee, has
reviewed the following disclosure. We consider the followmg
policies to be the most critical in understanding the estimates,
assumptions and judgments that are involved in preparing our
financial statements and the uncertainties that could affect our
results of operations; financial condition. and cash-flows:

° Capltahzatron of labor and overhead costs;

© Useful hves of property plant and equlpment
"o Impalrment of property plant, and equipment, franchlses

and goodwill;

Income taxes; and.

[}

Litigation. Lo

In addmon there are other items within our financial
statements ‘that require éstimates or judgment but are not’
deemed, critical, such as the, allowance for doubtful accounts, but
changes in judgment, or estimates-in these other items could
also have a material impact on'our financial statements.

Capitalization of labor and overhead costs. The cable
1ndustry is capltal intensive, and a large portion of our resources
dre spent on capltal activities associated with extendirg, rebuild-
ing, and upgradmg our cable network. ‘As of December 31, 2004
and 2003; the net’ carrymg amount of our property, plant and
equipment (consxstxng pnmanly of cable detwork assets) was
approxrmately $6.3 billion (representmg 36% of total assets) and
$7.0 billion (representmg 33% of total assets), respectivély. Total’
capital expendltures for the years ended December 31, 2004,
2003 and 2002 were apprommately 3924 mrlllon $854 mllhon
and $2.2 billion, respectlvely '

" Costs associated with network construction, initial customer
1nstallat10ns installation reﬂlrb1shments and the addition of
network equrpment necessary to provide advanced services aré
capltahzed Costs capitalized as part of initial customer installa-
tions include materials, direct labor, and certain mdlrect costs.
These indirect costs are associatéd with the activities of
personnel who assist in connecting and activating the new
service and consist of compensatron ‘ad overhedd costs associ-
ated with these support functions. The costs of disconnecting
service at a customer’s dwellmg or reconnecting service to a
prewously installed dwellmg are charged to operating expense in
the period incurred. Costs for repairs and maintenance are
charged to operatmg expense as incurred, while equipment
replacement and betterments mcludxng replacement of cable
drops from the pole to the dwelling, afe capitalized.
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~We make judgments regarding the installation and con-
structron act1v1t1es to be capitalized. We capltahze dlrect labor
and certain indirect costs (" overhead ) using standards devel- |
oped from actual costs. and apphcable operatlonal data. We
calculate standards for, 1tems such as. the labor rates, overhead /
rates and the actual amount of time requxred to perform a
caprtalrzable activity. For example, the, standard arnounts of trme
required to perform capitalizable ; actlvmes are based on studies .
of the time required to perform such actlvrnes Overhead rates
are established based on an analysrs of the nature of costs ‘
incurred in support of caprtalrzable activities and a determrnatlon
of the pomon of costs that is drrectly attrrbutable to caprtahz—
able activities. The impact of changes that resulted from these
studles were not s1gmﬁcant in the. perrods presented .

Labor costs directly, assocrated with caprtal pro;ects are -
caprtahzed We capltallze direct labor ‘costs assocrated thh
personnel, based upon the specrﬁc ,’ekdevoted to network
construgtion and customer mstallatlon activities. Capltallzable

activities performed in connectron wrth customer mstallatrons g
mclude suchvactivities as: - .. .- . .

® Schedulmg»a ‘truck roll” to ‘the customer ] dwellrng for.
servrce connectlon e : :

@ Vertﬁcatron of servrceabrlxty to the customers dwellmg (1 e,
determmmg whether the customer s dwellmg is capable of

. recervmg servrce by our cable network and/ or rece1v1ng
advanced or data servxces) '

° Customer premise’ activities performed by in- house ﬁeld
‘technicians and: third-party .contractors in connection with -
customer installations, installation of network equipment in:
connection:with the installation of expanded services. and-

.. equipment replacement and betterment; and;;

@ Venfymg the 1ntegnty of the customer’s network connec-
tion by 1mt1at1ng test 31gnals downstream from the headend
to the customer s drgttal Set-top terminal. A ’
judg'ment is requrred to deterrnme the extent to which

overhead’is incurred as a result of specific caprtal actrvrtres and
therefore should be caprtahzed Th' primary’ casts “that are’
included in the determination of the overhead rate are

(i) employee beneﬁts and’ payroll taxes associated wrth caprtal-
ized direct labor, (n) direct variable ‘costs assocrated with
capltallzable actlvmes consrstmg pnmanly of installation and”
construction vehicle costs, (m) thie cost of support pérsonnel,
such as dlspatch that diréctly assist with caprtahzable installa-
tion activities, and (1v) mdlrect costs d1rectly attnbutable to
caprtallzable activities. -

While we believe our exxstmg caprtalrzatlon pohcres are
approprlate a srgmﬁcant change 1n the nature or extenit of our é
system activities could affect managements Judgment about the
extént to which’ we-should caprtallze direct labor ot overhead in
the futuré ‘Wé monitor the appropnateness of our caprtalrzatlon
policies, and’ perforrn updates to our mternal studles on'an
ongomg basis to detérmine whether facts or cnrcumstances
warrant a change to our capitalization pOllClCS ‘We capitalized
direct labor and overhead of $164 million, $174 million and
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$335, million, respectively, for the years ended December 31,
2004, 2003 and 2002, Cap1taj,rzed 1nterna.l drrect labor and ‘
overhead costs substantlally decreased in 2004 and 2003 '
compared to 2002 pm;narlly due to the substantral completron of
the upgrade of our systems and a decrease in the amount of
caprtallzable mstallatron costs l
Useful lives of property, plant and eqmpment We .
evaluate the approprrateness of esttmated useful lives a551gned to
our- property, plant and equrpment based on annual studres of
such useful lrves .and revise such lives to the extent warranted
by changmg facts and circumstances, Any changes Jn estrmated
useful hves as a result of these studies, which were not
s1gmﬁcant in the, perrods presented will be reﬂected prospec—
tively begmmng in the penod in whrch the study is completed
The effect of a one-year decrease in the werghted average v
remammg useﬁal lrfe of our property,. plant and. equnpment ‘
would be an mcrease in deprec1atron expense, for the year, ended

‘December 31, 2004 of approxunately $296 mrllron The effect of

a one-year increase in the werghted avera.ge useful lrfe of our ."
property, _plant and equipment would be a decrease in deprecra—
tion expense for the year ended December 31 2004 of
approxrmately $198 mrlhon
Deprecratton expense related to property plant and equ1p~

ment totaled 31, 5 biltion, $1.5 brlllon and $14 billion, represent-
ing approxzmately 21%, 34% and 16% of costs and expenses, for
the years ended December 31, 2004 2003 and 2002 respec:,
tively. Deprecratlon is recorded usmg the, strarght lme composlte

method over managements estrmate of the estrmated useful

lives of. the related assets as. lrsted below:

e, 7-20 rye.ar.s.

Cable distribution systems;:; = s

Customer equipment and mstallatlons *.3-5 years
Vehicles-and equipment ... . .+ . 1-5 years
Buildings and leasehold 1mprovements . . 5-15 years
Furniture and fixtures ! : TR 5 years

Impairment of property; plant and equipiment, " "
franchises and goodwrll * As discusséd above; the net carry--
ing value of our propetty, plant and equrpment is srgmﬁcant We
also have recorded a s1gmﬁcant amount of cost related to°
franchises; pursudiit’to which we are granted thé right 5 °
operate our cable distributién. network throughout \our"s"”etvice
areas. The et carrying value 'of franchises as of December 31,
2004 and 2003 §was approximately $9.9 billion. (representing 56%

of total assets) and $13.7 billion '(representi‘ng 64% of total

assets), respectively. Furthermore, our noncurtént assets 1nclude
approximately $52 million of goodwill. '

Weé adopted’SFAS'No:-142 on-January 1, 2002.
SFAS No. 142 requires that franchise intangible dssets ‘that meet
specified indefinite-life’ criteria no longer be amortized against *
earnings, but instead must be tested for impairment annually-
based on’ valuations, or more frequently 4 warranted by events -
or changes in circumstances. In determining whether our. &
franchises have an indefinite-life, we considered the exclusivity -
of the franchise, the expected costs -of'franchise renewals, and
the technological state ‘of the associated cable’systems with a
view- to'whether or hot we arein‘compliance with any™
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~.In.September 2004, EITF Topic:D-108, Use.of the Residual

Method to Value Acqusred: Assets Other than Goodwill, was ssued, .
which requires the direct method of separately valuing; all -
intangible assets:and does not permit goodwill to-be included in
franchise assets,'We performed .an impairment :assessment as of*
September 30; 2004, and adopted Topic D-108 in that assess--
ment resulting in a total franchise impairment of approximately
$3:3. billion. Werecorded a cumulative effect of:accounting -
change; of $765 million (approximately.$875 million before tax
effects of $91 million and. minority interest. effects.of $19 mil-
lion) for the year:ended December 31, 2004 representing-the
portion of or total franchise impairment attributable to no
longer including goedwill with franchise ‘assets.The.effect. of the
adoption-was:to increase:net loss and loss' per: share by -+ . .-
$765 ‘million and $2.55 for:the:year ended December 31; 2004. .
The remainirig :$2.4.billion ©f the total franichise impairment was
atttibutable to. the:use of lower projected growth rates and the
resulting revisedrestimates- of future cash. flows ‘in ‘our. valuation -
and was recorded. as impairment of franchises:in our consoli- .
dated statements. of operations for the year ended: December 31,
2004. Sustained analog:video ‘customer losses :by:us and-our -
industry. peers in.the’ third .quarter 6f. 2004. primarily. as a-result
of increased competition from: DBS providers 4and decreased - .+i¢
growth rates in our and our industry peers’. high speed data :
custorners in .the third. quarter ‘of 2004, i part as a: result of
increased competition from DSL previders, led us to lower our ..
projected growth .rates and accordingly révise our:estimates of >
future cash flows from those'used: at- October 1,: 2003 See -
“Busmess - Compétition.? RS ' ;

+:The valuation-completed at- October 1 2003 showed
franchisewalues in-excess of booKwalue and’thus: resulted in no
impairment. Our annual.impairment/assessment as. of October 1,
2002, :based on revised :estimates from January ‘1 2002 of-future
cash-flows-and projected lorig-term growth rates.in our
valuation, led to. the recognition of a:$4.6 billion impairment - -
charge in the fourth:quarter of 2002.~

The valuations used in our impairment. assessiments mvolve
numerous assumptions as noted above. While economic-condi--
tions, applicable -at the tifme of the vahiition,indicate the
combination .of assumptions. utilizéd-in"the valuations are:
réasonable, as market conditions change so will the assumptions
with a resulting impact on-the valuation- and consequently the
potential impairment charge. L T b ;
4. Sensitivity Analysis: 2 Thezeffect on: the 1mpalrment -
charge recognized in the third quarter: of 2004 of the indicated
increase/ decrease in the selected assumptions is. shown below: -

- Pefcentage/: 1% :
. e e o ngqentage Pu_mt . lmpaument Charge
Assumption L e Change Increase/(Decrease)
o R T N {olfars in:millions)
Anritial-Operating Cash Flow™® #-5% -0 h (890)/$921
Long-Term -Growth Rate” . .. +- 1pts‘3’ Lo (1579)1,232
Discount Rate. - 05 pts? 1,336/(1,528)

© Operating Cash Flow is. deﬁned as-revenues less operatmg expenses and selling
general and adrmmstratlve expenses.
@ Long Term Growth Rate is the rate of cash flow’ g-rowth beyond year ten. "
® A percentage point change:bf one point equntes ‘to 100 basié: points.

Income Taxes. - All operations are held through Charter
Holdco and its direct and indirect subsidiaries. Charter Holdco .
and the majority of its subsidiaries are not subject to income tax.
However, certain of these subsidiaries are corporations and are
subject to incorhe tax. All of the taxable income, gains, losses, -
deductions and credits of Charter Holdco are passed through to
its members: Charter, Charter Investment, Inc. and Vulcan
Cable.III Inc. Charter is responsible for its-share of taxable .»
income or loss of Charter Holdco allocated to it in accordance
with the Charter Holdco limited liability company agreement
(“LLC Agreement”) and partnership tax rules and regulations.

..The.LLC Agreement provided. for. certain special alloca-
tions of ‘et tax profits and net tax losses (such net.tax profits
and net. tax losses being determined under the applicable federal
income’ tax rulés-for determining' capital accounts). Under the
LLC Agreement; through the 'end.of 2003, net tax losses of
Charter Holdco that would. otherwise have been allocated to -
Charter based -generally on its percentage ownership. of out-
standing common- units were allocated instead to mémbership
units; held by: Vulcan Cable IIl.Inc. and -Charter Investment, Inc.
(the:“Special (Loss Allocations”)- to- the extent of their respective
capital account:balances. After 2003, under the LL.C. Agreement,
net tax.losses of Charter Holdco are allocated to Charter, -
Vulcan Cable Il Inc, and Charter Investment, Inc. based
generally on their respective percentage ownership of outstand-
ing common.units to the extent of their respective capital .
account. balances. The:LLC Agreement further provides that,
beginning at-the time Charter Holdco generates net tax:profits,
the net tax profits: that would otherwise have been allocated to
Charter based generally on its percentage ownership of out-
standing common membership- tnits will instead generally be -
allocatéd té:Vulcan Cable I Inc. and: Charter Investment; Inc.
(the “Special. Profit- Allocations™). The Special: Profit Allocations
to:Vulcan*Cable III Inc. and. Charter Investment, Inc. will .
generally continue until the cumulative amount of the Special
Profit Allocations offsets. the cumulative amount of the Special
LosstAllocations. ‘The: amount and timing of the-Special Profit
Allocations are subject to the potential application of, and
interaction’ with,-the: Curative Allocation Provisions described in:
the following paragraph. The LLC Agreement generally pro-
vides that-any additional. net tax profits are to be allocated
among the members:of Charter Holdco based- generally -on their
respective percéntage ownership of Charter Holdco common
membership units. ¢ ;. . A

Because the respectlve capital account balance of each: of
Vulean Cable Ill{Incs-and Charter Investment, Inc. was reduced
to zero by December 31, 2002, certain net tax losses of Charter
Holdco-that were to’ be allocated for 2002, 2003, 2004 and:
possibly later yéars; subject to resolution of the issue described
in “Certain’ Relationships and Related Transactions — Transac-
tions Arising out of Our Organizational Structure and
Mr. Allen’s Investment in Charter Communications, Inc. and Its
Subsidiaries < Equity-Put Rights — CC VIIL" to Vulcan Cable Il
Inc. and Charter.Investment, Inc. instead have been and will be
allocated to"Charter (the “Regulatory Allocations”). The LLC
Agréement further provides that, to the extent possible, the
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_effect of the Regulatory Allocations is to be offset over time

pursuant to certain curative allocation provisions (the “Curative
Allocation Provisions”) so that, after certain offsetting adjust-
ments are made, each member’s capital account balance is equal
to the capital account balance such member would- have had if
the Regulatory Allocations had not been part.of the LLC -
Agreement. The cumulative amount.of the actual tax losses
allocated to Charter as a result of the Regulatory. Allocations
through the year ended December 31, 2004 is apprommately
$4.0 billion. i

As a result of the Special'Loss  Allocations and the
Regulatory Allocations referred to above, the cumulative amount
of losses of Charter Holdco allocated to Vulcan Cable 11 Inc.
and Charter Investment, Inc. is in- excess of the amount that
would have been allocated to such entities.if the losses of < .+ .
Charter Holdco had been allocated among its members in
proportion to their respective percentage ownership of Charter
Holdco common membership units. The cumulative amount of -
such excess losses was approximately $2.1 billion through -
December 31, 2003 and. $1.0 billion through Decémber:31; 2004:

In certain situations, the Special Loss Allocations; Special. :
Profit Allocations, Regulatory- Allocations and Curative Alloca-
tion Provisions described above could result in Charter paying .
taxes in an amount that is more or léss than if Charter Holdco
had allocated net tax profits and net tax losses among its .

" members based generally on the number of common member--

ship units owned by such members. This could occur due to -
differences -in (i) the character-of the allocated income (e.g.,
ordinary versus capital),.(ii) the allocated amount and timing of
tax depreciation and tax amortization expense-due to the J
application of section 704(c) under the Internal Revenue Code,
(iii) the potential interaction between the Special Profit Alloca~
tions and- the Curative Allocation Provisions, (iv).the amount -
and timing of alternative' minimum taxes paid by Charter, if any,
(v) the apportionment of the allocated income or loss among .-
the states in which Charter Holdco. does-business; and
(vi) future federal and state tax laws. Further, in the’event of - -
new capital contributions to Charter Holdco; it:is .possible: that -
the tax effects of the Special Profit Allocations, Special:Loss. -
Allocations, Regulatory Allocations and Curative Allocation-
Provisions will-change significantly pursuant-to_ the provisions of
the income tax regulations or the terms of a contribution
agreement with respect to such. coritribution..Such .changé could
defer the actual tax benefits to be derived by Charter with - :
respect to the net tax losses allocated to it or.accelerate .the
actual taxable income to Charter with respect to:the net tax
profits allocated t0 it. As a result; it'is possible.under ‘certain
circumstances, that Charter eould receive future.allocations of
taxable income in excess of its. currently allocated tax deductions
and available tax loss carryforwards. The ability:to utilize net
operating loss carryforwards is potentially subject to certain
lumtatlons as discussed below. cEms e

" In addition, under their exchange agreement thh Charter,
Vulcan Cable OI Inc. and Charter Investment; Inc. may -
exchange some or all of their membership.units-in’ Charter.
Holdco for Charter’s Class B common:stock, be merged with
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Charter, or be acquired by Charter in a4 non-taxable reorganiza-
tion. If such an exchange were to take place prior to the date
that the!Special Profit: Allocation provisions had fully offset the .
Special Loss Allocations, Vulcan Cable Il Inc. and Charter
Investment, Inc. could elect to cause Charter Holdco to make. -
the remaining Special Profit Allocations to Vulean Cable Il Inc.
and:Charter Investment; Inc..immediately prior to the consum-
mation of the exchange. In the event Vulcan Cable III Inc. and
Charter Investment, Inc. choose not to. make such election or to-
the extent such allocations are not pessible, Charter would then
be allocated tax profits attributable to the membership units
received in such exchange. pursuant to the Special Profit, -
Allocation provisions. Mr. Allen has generally agreed to reim-
burse Charter for-any incremental income taxes thatCharter; -
would owe as a result of such an-exchange and any resulting .
future Special Profit- Allocations to Charter. The:ability:of . . .-
Charter to utilize net operating loss carryforwards is.potentially -
subject to: certain limitations (See “Certain Trends-and-Uncer- -
tainties.— Utilization of Net Operating Loss. Carryforwards?.y If -
Charter were to become subject to such limitations: {whether as'
a resultcof an exchange. described above -or-otherwise), and as a-
result were to_owe. taxes resulting from the Special Profit -
Allocations, then Mr. Allen. may not be obligated to reimburse
Charter.for such income taxes.~:” - TR IR
As of December. 31,.2004 and 2003, we have recorded; net

deferred inéome tax liabilities-of $216 million.and $417 million,

respectively. Additionally, as;of December 31,2004 and 2003, .
we have, deferréd. tax assets of $3.5 billion and-$1.7 billion,
respectively, which primarily relate to financial and 'tax losses
allocated to Charter from:Charter Holdco. We are;required to
record a -valuation allowance when it is more likely. than not
that-some portion or all of the deferred income tax assets will
not be'realized. Given the uncertainty surrounding our ability to
utilize our deferred tax assets, these items have been offset with
a corresponding valuation allowance of $3.2 billion and $1.3 bil-
lion at December 31, 2004 and 2003, respectively.

".We are. currently under examination by the.Internal:.’"
Revenue Service for the tax years ending December 31,:1999.
and 2000. Management' does not expect the results of this;
examination .to ‘have a.material adverse effect on our-consoli-
dated financial condition, results of operations or our liquidity,
including our ability to comply with our debt covenants..

Litigation. Legal contingencies have a-high degree of -
uncertainty. When a loss from a contingency becomes:estimable
and probable, a reserve is established. The reserve reflects
management's:best estimate of the probablé cost :of ultimate
resolution of the matter and is revised accordingly as facts and
circumstances change and, ultimately when the matter is-
brought to.closure. We have established reserves for certdin
matters including those described in “Business — Legal Proceed-
ings.” If any of the litigation matters described in “Business —
Legal Proceedings” is resolved unfavorably resulting in payment
obligations in excess of management’s best estimate of the
outcome, such resolution could have a matenal adverse effect on
our consolidated financial condmon results of operations or our
liquidity.

s
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RESULTS OF OPERATIONS

The following table sets forth the percentages of revenues that items in the accompanying consolidated statements of operations
constitute for the indicated periods (dollars in millions, except per share and share data):

Revenues

Year Ended December 31,
2004 . 2003 2002
$ 4977 100% 3 4819  100% $ 4,566  100%

Costs and Expenses:

2080  42% . 1,952 40% 1,807 40%

Operating (excluding depreciation and amortlzatlon)
Selling, general and administrative g 971 19% o940 20% ) - 963 ..21%
. Depreciation and amortization . 1,495 30% 1,453 30% 1,436 31%
Tipairmeént Sf franchises "2433 49% T T = T 74,638 "102%
(Gain) loss on sale of assets, net © (86 (2% T - e 5L 0 3 —
Option compensation expense, net. ' S 1% g — : C5E o —
Special charges;-net 104 2% - 0 2L = caL 36 1%
Unfavorable contracts and other settlements (5), — (7)) ()% T, —
L v - 1023 141% 4303 8% . ... 8888. 195%
Income (loss) from operations (2,046) (4% . 516 11% (4.322) H—_(95)%‘
Interest expense, net . (1,870) R (LY y 1.503) .
Gain (loss) on derivative mstruments and hedgmg actrvrtres net 89 .65 . Ly
Loss on debt to equity conversions @) o FI S o R
Gain (Ioss) on extmg‘urshment of debt Ay 267 > o
Other, net'’ E : e IR : (16) S NT 4y -
loss béfore mrnorlty mterest, ‘income taxes and cumulative effect of S R ‘ St
accounting change : (3,698) (725) ) . (5,944)
Minority interest 19 ... oo 377 ‘ . 3,176
Loss before income taxes and cumulative eﬂ"ect of.accounting change .. (3619 . ... - (343 L - (2,768)
Income tax benefit. - 103, . - Lo 1100 ‘ ) 460 .
Loss before cumulative effect of accounting change @518 . (238 . (2:308)
Cumulatrve, effect of accounting change, net of tax {765) . —. . (206)
Net loss ‘ . @3 (238) . (2514),
Dividends on preferred stock— redeemable . {4) ‘ @4 . . (3)_' -
Net loss apphcable to common stock $ (4345 $ (242);‘ . $ (2 517)
Loss per common share, basic and diluted $ .- (1447 $ . {0.82) ., $ (8 55)...
300,291,877 294,597,519 . 294,440,261

Weighted average common shares outstanding

Year Ended December 31, 2004 COmpared to Year Ended December 31
2003 :

Revenues. Revenues increased by $158 million, or 3%, from
$4.8 brlhon for the year ended December 31, 2003 to $5.0 bxlhon
for the’ year ended December 31, 2004 This increase is '
pnnmpally the result of an increase of 318,800 and 2,800 high: -
speed data customers and digital vidéo customers, respectively,
as well as price increases for video and high-speed data services,
and is offset partially by a decrease of 439,800 analog video
customers. Included in the reduction in- analog video customers
and reducmg the increase in digital video and high-speed data
customers are 230,800 analog video customers, 83,300 digital
video customers and 37,800 high-speed data customers sold in
the cable system sales to Atlantic: Broadband Finance, LLC,
which closed in March and April 2004 (collectively, with the
‘cable system sale to WaveDivision Holdings, LLC in. October
2003, referred to herein as the “Systems Sales”). The Systems
Sales reduced the increase in revenues by $160 million. Our, goal
is to increase revenues by improving customer service which we

believe will stabilize our analog video customer base, implement-

(I
(SRR

1ng pnce increases on certam serv1ces and. packages and .

increasing the number of our customers. who purchase thh— :
speed. data services, dlgrtal v1deo and advanced products. and

. services such as VOIP telephony, VOD hrgh deﬁmtlon telev1—

sion and DVR service.

Average monthly revenue per analog video customer o
increased from $61 92 for the year ended December’ 31 2003 to

'$68.02 for the year ended December 31, 2004 prrmardy as'a

result of price ihcreases “and incremental réveiites from
advanced services. Average monthly revenue per analog-video
customer represents total annual revenue, divided by twelve,
divided by the average number of analog video customers
during the respective period.
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Revenues by service offering were as follows (dollars in millions):

Year Ended December 31,

2004 2003 2004 over 2003

- % of % of %

Revenues Revenues Revenues Revenues Change Change
Video i $3313 68%  $3,461 72% $ (88) (3%
High-speed- data i L} 15% 556 12% 185 33%
Advvertising sales 289 8% 263 5% -26 10%
.-Commercial - 238 co 4% 204 4% - 34 . 17%

Other 336 1% 335 % 1. . =
: ' $4,977 - 100% $4,819 - 100% o $ 158 ' 30%

Video revenues consist primarily of revenues from analog
and digital video services-provided to our non-commercial
“customers. Video revenues decreased by $88 million, 6r:3%,
from $3.5.billion.for the year ended December 31, 2003 to. .

'"$3:4 billion for the year'ended December 31, 2004. Approxi-

“mately $116 million of the decrease was the result-of the
Systerns Sales and approxtmately an additional $65 million
related £6'a decline in analog video customers. These ‘decreases
were offset by increases of approximately $66 million, resulting
from price increases and incremental video revenues from
existing customers and- approxnnately $27 million resultmg from
an incféase in digital video customers.

‘Revenues from high-speed data services provided to our
non-commercial customners increased $185 million, or 33%, from
$556 rhillion for the year ended December 31, 2003 to
$741 million for the year ended December 31, 2004. Approxi-
mately-$163 million of the increase related to the increase in the

_ average number of customers receiving high-speed data services,
whereas approximately $35 million related to-the i increase in
average price-of the-service. The i mcrease in hlgh-speed data-
reveritles was reduced by approxrmately $12 million. as'a result
of the Systefns Sales. ... ..52°0 - .. - nE

Adpvertising sales revenues consist prlmanly of revenues
from commercial advertising customers, programmers and other
vendors. Adyéﬁisiﬁg'sﬂes iicreased $26 millidn, or 10%, from
$263 million fot the yeair ended Decemibér 31,2003 to -
$289 mllllon for the year ended December 31 2004 pnmanly as’

a result-of an increase in national advertlsmg campaxgns and
election related advertising. The increase was_offset -by.a -
decrease of $7 million as a result of the SystemSales. For the:
years ended December 31, 2004 and 2003, we received-.
$16 million and $15 million, respectively, in advemsmg revenue
from vendors. : cn
Commercial revenues consist prtmanly of révenues from
cable vidéo and hlgh speed data services to our commerc1al
customers. Commercial revenues increased $34 million, or 17%
from $204 million for the year ended December 31, 2003, to.. -
$238‘»milljon for the yeartended December 31, 2004,;prirnarily as
a result of an increase in commercial high-speed data revenues.
The increase was reduced by approximately $14 million as a
resuit of the Systems Sales. o s
'Other revenues consist of revenues from franchise fees,
telephony revenue, équipment rental, customer installations,

- home shopping, dial-up Internet service, late payment fees, wire

maintenance fees and other miscellaneous revenues. For the year
ended December 31, 2004 and 2003, franchise fees represented

- approximately 49% and. 48%, respectively, of total other reve-

nues. Other revenues.increased $1 million from $335.million for.
the year ended December 31,2003 to $336 million-for the year
ended December 31, 2004. The increase was primarily the result
of an increase in home shopping and infomercial revenue and
was partially, offset by approximately $11 million as a result of; |
the Systems Sales.

Operatmg expenses Operating expenses 1ncreased $128 million, or 7% from $2.0 bllhon for the year ended December 31, 2003 to
$2.1 billion for the year ended December 31, 2004 The increase in operatmg expenses was reduced. by approxtmately $59 mllhon as
a result, of the System Sales Programmmg costs mcluded in the ‘accompanying consohdated statements of operations were $1 3 billion
and $1. 2 btlhon representlng 63% and 64% of total operatmg expenses for the years ended December 31, 2004 and 2003 respectively.
Key expense components as a percentage of revenues were as follows (dollars in mrlhons) '

-

o Ty L PR .

Year Ended December 31,

T ' 2004 2003 2004 over 2003 .

i % % of %

. Expenses’ - Revenues ' ‘Expenses  Revenues * Change Change
Programming T$1318 - 21% $1249 26% 8 70 6% .
Advertising sales g 2% o 88 2% 10 11% !
Service 663 13% - 615 12% 48 8% i
$2,080 42% . .$1,952 - 40% - - $128 7% !

Programming costs consist primarily of costs paid to
programmers for analog, premium and digital charinels and pay-
per-view programming. The increase in programming costs of
$70 million, or 6%, for the year ended December 31, 2004 over

32

the year ended Deceniber 31, 2003 was a result of price
increases, particularly in sports programming, an increased
number of chaririels carried on' “our systems, and an increase in
digital video customers, partially offset by a decrease in analog

'
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video,customers. Additionally, the increase in programming:
costs was reduced by $42 million as a result of the Systems .
Sales. Programming costs were offset by the amortization of
payments received from, programmers in support of launches of
new channels of $59 million and'$62 million.for the year, ended-
December 31,-2004 and 2003, respectively. Programming costs
for the year ended December 31, 2004 also include »a_$5 million
reduction related to the settlement of a dispute with TechTV,
Inc., a related party. See Note.22 to the consolidated financial
statements contained in “Item 8. Financial Statements and -
Supplementary Data.” . - T

. In every year we have operated, our cable programmmg
costs have increased in excess of the U.S..inflation and cost-of-
living increases, and we expect them to continue to ‘increase
because of a variety of factors, including inflationary or,
negotiated annual increases,.additional programming being
provided to customers and increased costs to purchase or -
produce .programming. In 2005, we. expect programming costs -.
torincrease ata higher rate than in 2004. These costs will be
determined in pait on the outcome of programming negotia-.
tions in 2005 and will likely be subject to offsetting: events or.

otherwise affected by factors similar to the ones mentioned in
the preceding paragraph, Our increasing programming costs will
result in declining operating margins for our video services to '
the extent we are unable to pass on cost increases to.our
customers. We expect to partially offset any resulting margin .
compression from our traditional video seryices with revenue
from advanced video services, increased hlgh-speed data reve-
nues; advertising revenues.and commercial service revenues.
Advertising, sales expenses consist of.costs related to, ‘
traditional advertising services provided to advertising customers,
including sa.lanes benefits;and commissions. Advertising. sales
expenses - increased $10 million, or-11%, primarily as a-result of
increased salary; benefit and commission costs.; The increase in -
advertising sales expenses was, reduced by, $2 million:as a, result
of the System; Sales Service costs consist primarily of- service
Inte_rnet servlce_;provrder fees, malntenance an(_l_ pole rental oo )
expenge. The increase in service costs of $48 r‘nil,l_io‘n',‘ior 8%,
resulted primarily from.additional activity associated -with., |
ongoing infrastructure maintenance. The increase in service
costs was reduced, by $15 million as a,result of the System Sales,

Sellmg, general and adnumstratlve expenses Sellmg, general and admlmstratrve expenses increassd by $31 rmllxon or 3%, from
$940 million for thé year ended December 31;,2003 to $971 million for the year ‘ended December’ 31 2004. The increase in sellmg,
general and admrmstratrve expenses was reduced by $22 miillion as a result of the System Sales Key components of expense asa

percentage of rcvenues were as follows (dollars in mrlhons)

4 { L T et N
B “

1

RN 2

T e T Yiar Eided December 31,

B T

2004 over 2003

‘ Tt et C%

B Y SO PO P10 Sk IR .Expenses . Revenues . - . Expenses’  Revenues .- . Change, "I+ (.Change
General'and admlnlstratlve : s G $849 0 7% 8833 o 8% . $16.0 . 2%
Marketmg : i =122 - o 2%, W7, o L 2% . . o 15 14%
S K $971. .« 19%. .. - $940 .- 20%:;..-...-‘$31 o+ 3%

General'and administrative éxpenses Consist ‘primarily of
salaries and benefits, rent expense; billing: costs; call ‘center costs,
internal network costs, bad debt expense and property taxes.’
The increase in general and adinistrative expenses ‘of $16 mil-
lioi; or 2%, resulted pritharily from increases in costs assocrated
with our commercral business of $21 million, third party “call
center costs resulting from increased emphasis on-ciistorner
service of $1O million and bad ‘debt ‘expense of $10° million offset
by decreases in costs assoc1ated With salaries and benefits of
$21 million and rent expensé of $3' million. * * -~ 7 ¢

Marketlng expenses increased $15 million, or 14%, as a
result'of ‘an increased investment in marketlng and brandmg ‘
campaigns. "

Deprecutlon and amomzatlon Deprecratlon and
amortization’ expense increased by $42 million, or 3%, to"
$15 brlhon in 2004. The'increasé in deprematlon ‘related to an
increase in capital expendltures Wthl’l Wwas partrally offset by
lower depreciation as the result of the Systems Sales.”

Impmrment of franchises.” We performed an impair- -
ment assessnient durmg the tlurd quarter’ ‘of 2004 The use of
lower prOJected growth rates and the resultmg rev1sed ‘éstimates

3

of future cash'flows in our-valuation; prrmanly as a fésult'of
inéredsed competition, led o' "the"recognition’ of a°$2.4 billioh
impairment charge for the year ended December 31; 2004. -
(Gain)-loss ‘on 'salé of assets, net. *Gain on sale of
assets of $86 million“for- the year ended December 31,2004
primarily represents the pretax gain of $104 million realized on
the sale of systems to Atlantic Broadband Finande, LLC which

_closed in March ‘and April 2004 offset by losses recégnized on

the disposition of plant and equipment.' Loss on sale’ of assets of
$5 million for the year ended December 31, 2003 represents the
loss recognized on the-disposition of plant and equipment offset
by a gain of $21 million récognized on the sale of cable systems
in Port Orchard, Washington which c1o_sed 'on October 1, 2003.
Optlbn compensation’ expense, net, - Option compensa—

tion expense 6f $31 million for the year ended Décerber 31,

2004 pritharily répresents $22' million related to options ‘granted
and expensed in’ accordance with 'SFAS No. 123, Accowztmg Jor
Stock-Based Cor)zfem‘gifzbn. Additionally, during the year ended’
December 31, 2004, we expensed approximately $8' million
related to a stock option éxchange program, nnderwhich our
employees were offered the ‘right to exchange all stock options
(vested and unvested) issued under the 1999 ‘Charter Communi-
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cations Option Plan and 2001 Stock Incentivé Plani that had an”
exercise price over $10 per share for shares of restricted Charter
Class A common stock ‘or, in some instances, cash. The -
exchange offer closed in February 2004. Option compensation
expense of $4 million for the year ended December 31, 2003
primarily"represents options expénsed in accordance ‘with -
SFAS No. 123, Accounting for Stock-Based Compensation. See

Note 19:to our consolidated financial statements.contained in -
“Item 8. Finaricial Statements and Supplementary. Data” for
more information regarding our option’compensationi plans. *

Special charges, net. - Special:charges of $104 million for
the year éndéd December 31, 2004 represents approximately
$85 million: of aggregate value of the Charter Class A common
stock ‘and warrants fo purchase Charter Class A comriton'stock
contemplated to be issued as part of a settlenient of the
consolidated federal class actions, state:derivative actions-and
federal ‘derivative action lawsuits, approximately $10 million of
litigation costs related to the tentative settlement of a'South -
Carolina national class action suit, all of which settléments are
subject to' final documentation' and court approval and approxi-
mately $12 million’ of severance and related costs-of our - -
workforce reduction and realignment. Special charges for. the
year ended December 31, 2004 were offset by $3 nulhon
received from a third party in settlement of a dlspute Specral
charges of $21 million for the year ended December 31, 2003
represents approximately $26 million of severance and related
costs of our'workforce reduction partially offset by a $5 million
credit from a settlement from the Internet seryice provider
Excite@Home related to the conversion of abgut 145,000 high-
speed data customers to our Charter Pipeline service in 2001.

Unfavorable contracts and other settlements. --Unfa-
vorable contracts and other settlements of $5 million for the
‘year ended December 31, 2004 relates to changes in estimated
legal reserves established-in connection with prior business
combinations, which based on an evaluation, of current facts and
circumstances, are no longer required. .

Unfavorable contracts and other settlements of $72 mllhon
for the year ended December 31, 2003 represents the settlement
of estimated liabilities recorded in connection, with prior
business combinations. The majority of this benefit, (approxi-
mately $52 million) is due to the renegotiation in 2003 of a.
major programming contract, for which a liability had.been
recorded for the above market portion of that agreement in . -
conjunction with the Falcon acquisition in 1999 and the Bresnan
acquisition in 2000. The remaining benefit relates to the reversal
of previously recorded liabilities, which are no longer required.

Interest expense, net. Net interest expense increased by
$113- million, or-7%, from $1.6 billion for the year ended
December 31, 2003 to $1.7 billion for the year ended Decem- -
ber 31, 2004. The increase in net interest expense was a result of
an increase in our average borrowing rate from 7.99% in.the .
year ended December 31, 2003 to 8.66% in the year ended
December.31, 2004, partially offset by a decrease of $306. mdlron
in average debt outstanding from $18.9 billion in 2003 to
$18.6 billion in 2004.

Gain (loss) on derivative instrumeénts and hedging
activities, net. Net gain onderivative insttuments and hedg- -
ing activities increased$4 million from a-gain of:$65 million for
the year ‘eridéd December 31, 2003:to ' gain of $69 million for
the ‘'year ended December 31,.2004. The increasé is-primarily-
the result of an-increase in gains on’interest raté dgreements that
do not qualify for hedge accounting under SFAS/No. 133, . -
Accounting for Dervvattve Instruments and Hedging Actrvities; which
increased froma gain ‘of $57 million:for the year ended' :
December 31, 2003 to a gain of $65 miillion for the year ended
December 31, 2004. This was coupled with a decreaserin gains
on intetest rate agreements, as a resiilt of hedge ineffectiveness
on designatéd hedgeés, which increased from $8 million for'the
year ended December 31, 2003 to $4 mllhon for. the- year’ ended
December 31, 2004. * (R s

Loss on debt to equity conversions. Loss on ‘debt to
equity conversions of $23 million for the yedr ended Decem- *
ber 31, 2004 represents the loss recognized from privately” '+
negotiated' exchanges of a total of $30 million: principal amount
of Charter’s 5.75% convertible: senior notes held by:two =
unrelated paities for shares ‘of Charter Class ‘A common stock:
The exchange resulted in the issuance of more shares in the p

R exchange transactron than would have been 1ssuable under the B
orlglnal terms “of the convertrble senior notes.

Gain (loss) on extmgmshment of debt Loss on
extlngurshment of débt of $31 nulllon for the year ended

" December 31, 2004 represents the write-off of deferred financing

fees and third party costs related to the Charter Communica-
tions Operating refinancing in April 2004 and the redemption of

our 5.75% convertible senior notes due 2005 in December 2004.

Gain on extinguishment of debt of $267 million for the year ..
ended December 31, 2003 represents the gain realized onthe

__purchase of an aggregate $609 million principal amount of our
outstanding convertible senior notes and: $1.3 billion principal

amount of Chdrter{,Holdingsf senior, notes.and, senior discount
notes in, consideration . for an aggregate of $1.6 billion principal .
amount of, 10.25% notes due 2010 issued by. our 1nd1rect L
subsidiary, CCH, I The gain is net.of the wnte—olf of deferred ;
financing costs associated with the retired debt of $27 million.

Other, net. Net;other expense decreased by $19 million .
from $16.million in 2003 to income of $3 million in 2004. Other
expense in 2003 included $11 million associated with amending
a revolving credit facility .of our subsidiaries, and costs associated:
with terminated debt transactions that did not recur in 2004. In
addition, gains on equity investments increased $7 million in |
2004 over 2003. .

Minority interest. Minority interest represents.the 2%
accretion of theprel"er,_red membership interests in our indirect .
subsidiary, CC VIIL LLC, and since June 6, 2003, the pro rata .
share of .the, proﬁts and losses of CC VIIL, LLC. See “Item 13.
Certain Relationships and Related Transactions — Transactlons N
Arising out of Our Organ12at1onal Structure and Mr. Allen’s
Investment in Charter Commumcanons Inc: and Its. Subsrdlar— )
ies — Equity Put Rights - CC VIIL” Reported losses allocated to,,
minority interest on the statement of operations are limited to
the extent of any remaining minority interest on the balance
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sheet related to Charter Holdco. Because minority interest in
Charter Holdco was substantially eliminated at December 31,
2003, begifining'in the first quarter of 2004, Charter began to
absorb. substantially all future losses before income taxes that
otherwise would have been allocated to minority interest. For
th‘w year ended December 31, 2003 53.5% of our losses were -
“allocated to minority interest. As a result of negative equity at
.Charter Holdco during the year'ended December 31, 2004, no
addmonal losses were allocated to minority interest, resulting in
“‘an additional $2.4 billion of net losses. Under our existing capital

structure, future losses will be substantially.absorbed by Charter. -

Income tax benefit. - Income tax benefit of $103 million
and ‘$110 million was recognized for the'years ended Decem-
ber 31, 2004 and 2003, respectively. The income tax benefits
were realized as a result of decreases in certain deferred tax
liabilities related to our investment in Charter Holdco as well as
decreases in the deferred tax liabilities of certain of our 1nd1rect
corporate subsidiaries. - SR ‘

The.income tax benefit recogmzed in the year 'ended
December-31, 2004 was directly related to the impairment of
franchises as- discussed ‘above because the deferred tax liabilities
decreased -as a résult ‘of the write-down of franchise assets for
financial statement purposes and not for tax purposes. We do
not expect to recognize a similar benefit associated with the"
impairment of franchises in future periods. However, the actual
tax :provision calculations in future periods will be the result of -
current and: future temporary dLEerences as well as future .«
operating results. i '

The income tax benefit recognized in the year ended
Déeceniber 31,2003 was directly related to:the:tax losses
allocated to Charter from Charter Holdco. In the second quarter
of 2003, Chartér started receiving tax loss allocations from
Charter Holdco. Previously, the tax losses had been allocated- to
Vulcan Cable III Inc. and Charter Investment, Inc. in accordance
with"the Special Loss Allocations provided under the Charter
Holdco limited liability’ company agreement.: We'do not expect

. to recognize a similar'benefit related to our investment in : -

Charter Holdco after 2003 related to tax loss allocations-
received from Charter Holdco; due to limitations associated
with our ability to offset future tax benefits against the
remaining deferred tax-liabilities. However, the actual tax
provision calculations in future periods will be the result of
current and future temporary differences, as well as future
operating r results.

Cumulative effect of accounting change net of tax.
Cumulatlve effect of accountmg change of $765 million (net of
minority interest effects of $19 million and tax effects of
$91 million) in 2004 represents the impairment charge recorded
as a result of our adoption of Topic D-108.

" Netloss. Net loss increased by $4.1 billion from

$238 million in 2003 to $4.3 billion in 2004 as a result of the

factors described above. The impact to net loss in 2004 of the
~impairment of franchises, cumulative effect of accounting change
¢ and the reduction in losses allocated to minority interest was to
“iricrease net loss by approximately $5.3 billion. The impact to
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net loss in 2003 of the gain on the sale of systems, unfavorable
contracts and settlements and gain on debt exchange, net of
income tax impact, was to decrease net loss by $168 million.

Preferred stock dividends. On August 31, 2001, in
connection with the Cable USA acquisition, Charter issued
505,664 shares (and on February 28, 2003 issued an additional
39,595 shares) of Series A Convertible Redeemable Preferred .
Stock, on which it pays a quarterly cumulative cash dividend at
an annual rate of 5.75% on a liquidation preference of $100 per
share. ‘

Loss per common share. 'The loss per common share
increased by $13.65, from $0.82 per common share for the year
ended December 31, 2003 to $14.47 per common share for the
year ended December 31, 2004 as a result of the factors
described above.

Year Ended December 31, 2003 Compared to Year Ended December 31,
2002

Revenues Revenues increased by $253 mxlhon, or 6%, from
$4.6 billion for the year ended December 31, 2002 to $4.8 billion
for the year ended December 31, 2003. This i increase is
principally the result of an increase of 427,500 high-speed data
customers, as well as price increases for video and high-speed
data services, and is offset partpally by a decrease of 147,500 and
10, 900 in analog and digital video customers, respectively.
[ncluded within the decrease of analog and digital video
customers and reducing the increase of hlgh—speed data custom-
ers are 25 500 analog video customers, 12,500 dxgltal video
customers and 12,200 high-speed data customers sold in the
Port ;Orchar,d, Washington sale on October 1, 2003..

~ Average fnonthly revenue per analog video customer ‘
increased from $56.91 for the year ended December 31, 2002 to
$61.92 for the year ended December 31, 2003 primarily as a .
result of price increases and incremental revenues from
advanced ‘services Average monthly revenue per analog video
customer represents total annual revenue, divided by twelve,
divided by the average number of analog video customers
during the respective period.
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Revenues by service offering are as follows (dollars in millions):-

S e .
LAl i it

C . . R ] G » Year Ended December 31,
5 o i L2008 L .. 2002 c-- + 2003 over 2002

R %o . %0f ny L%

. . ‘ . " Revenves R _“ R 5 Re Change Change
Video =~ . T C$3461 T Tm s3420 5% LIRS D 7
High-speed data ' ‘ P o o o TUss6 T qm 337 % v 7219 Y 65%
Advertising sales - N T s 63 - 5% . 3020 - % ¢ (39 - (13)%
Commercial . : S TP 204 L 4% . 161 3% o 43 L27%
Other b 20338 L T% 6., 8%, . (11 (3)%
.;$4819 . 100% 34, 566, 100% $253 . 6%

Video revenues consist primarily of revenues from analog:.. -
and digital video services provided to.our non-commercial . ..+ -
customers. Video, revenues increased by $41 million; ‘or.-1%, for,
the year ended December 31, 2003 compared to the year.ended.
December 31, 2002. Video revenues increased approximately
$65 million due to price increases and incremental video
revenues from existing: customers and-$82 million as a result of;-
increases in the average number of digital video customers,
which were partlally offset by a decrease of approximately )
$106 mlllxon as '@ result of 2 a declme in analog video customers B

" Revénues from lugh—speed data ‘services prov1ded o olr
non-commercial customers increased $219 million, ‘Gr 65% from
$337 million for the year ended “Decembet 31, 2002 to :
$556 mxlllon for‘the year ended December 31, 2003. Approx1-
mately $206 rhillion of the incredsé rélated to th i increase in the
average dumber-of customers whieréds approxxmately $13 mﬂ-
lion related to the-i increase’in the ¢ avera.ge ‘price of' the service !
The'i mcrease in” customers was pnmanly due'to the addition’ of
hlgh-speed ‘data customers in our ex1stmg servrce areas We
were ‘also able to offer this service to more of out customers ‘a5’

Tk

the estimated percentage of homes passed- that‘could 'receive ©

high-speed data service iricreased from 82% as”of Decembir 31,
2002 to 87% as of December 31 2003 as a result of our system ‘
upgrddes. T e ' -
Advertising sales revénues conswt pr1manly of tdventiés’
froin"commercial advertising customers ‘programmiers’ and other
vendors.” Advertising sales decreased *$39 ‘million, or 13%, from
$302 million for the year erided Decembér 31,2002 'to * = =+
$263 million for the year ended Deceriibet 31 2003 primarily 4s
a result of a decrease in advertising from vendors of approxi-
mately $64 million offset partially by an increase in local
advertising sales revenues of approximately $25 million. For the

years ended December 31;:2003 and 2002; we received ..
$15 millioni and $79- mllllon, respectlvely, in advemsmg reveénue: .
from vendors. . [ p

Commercial revenues consist- pnmarlly of revenues. from--
video and highsspeed:data services to our commercial custom--.
ers. Commercial revenues increased $43 million, or.27%, from. ;
$161 million for the year ended December 31, 2002;ito .
$204 miillion for the. year ended December 31, 2003; primarily
due'to anincrease in.commercial high-speed data revenues. .. -

Other revenues consist of revenues from franchise fees, -
equipment rental; customer installations, home, shopping, dial-up,
Internet -service, late payment fees, wire maintenance fees and - -
other.miscellaneous. revenues. For the year ended December 31,
2003:and 2002, franchisé fees represented approximately 48%
and 46%, resliecti\}ely, of total other revenues. Other revenues -
decreased $11. million, or 3%, from $346 million for the year -
ended December 31, 2002 to $335 million for the. year. ended .
December,31, 20(_)3. The decrease was' due primarily to a
decrease in.franchise; fees ‘after.an ‘FCGC ruling in: March 2002, no
longer, requiring-the, ¢ollection of franchise fees for, high-speed.
data services : Franchise fee revenues are collected from
customers and remitted:to franchise authorities.

~:The decrease. in, accounts: receivable of 27% compared to
the increase in revenues.of 6% is primarily due to the timing of .
collection of receivables from programmers for fees associated » -
with the launching of:their networks coupled with -our tightened
credit and collections_policy. These:fees from programmers are -
not recorded as revenue but, rather, are recorded as reductions
of programming. expense on-a straight-line basis over the.term
of the contract: Programmer receivables decreased $40 million,
or 57%, from $70 million as-of December 31, 2002.to . ..
$30 million as.of December 31, 2003

Operating expenses. Operating expenses increased $145 million, or 8%, from $1 8 bllllon for the year ended December 31, 2002 to
$2.0 billion for the year ended December 31, 2003. Programming costs mcluded in, the accompanymg consolxdated statements of
operations were $1.2 billion and $1.2 billion, representing 64% and 65% of total operatmg expenses for the years ended’ December 31,

i

E

ﬁ 2003 and 2002, respectively. Key expense components as a percentage of reyenues are as follows (dollars in mllllons)
| - - :

i

[

" Year Ended December 31,

s T 2002 " 2003 over 2002

; R ST g g Ty
} Expenses i . Revenuess v Expenses Revenues Change . .  Change
| Programming $1,249 - 0 26% © $L166° 26% $ 83 - 7%
i Advertising sales v 88 2% - 870 2% | 1%
J Service ) 615 - w1 12% ¢ 554 ' C12% 61. . .. . 11%
’ $1,952 40%  $1,807 40%  $145 8%
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Programming costs consist primarily of costs paid to
programmers for analog, premium and d1g1tal channels and pay-
per-view, programs. The increase in programming costs, of
$83 million, or 7%, was due to price increases, particularly in
sports programming, and due to. an-increased number of
channels carried on our systems, partrally offset by decreases in
analog and digital video customers. Programming costs were
offset by the amortization of payments received from program- .
mers in support of launches of new channels against program-
ming, costs.of $62 million and $57 rmllron for the year ended
December 31 2003 and 2002 respectlvely ‘

Advertlsmg sales expenses consist of costs related to
traditional advertrsmg services provrded to advertrsmg customers,
mcludmg salaries and beneﬁts and commissions. Advertising
sales expenses increased $1 million, or 1%, prlmanly due to
increased sales commissions, taxes and benefits, Service costs
consist primarily ¢ of service personnel salanes and beneﬁts
franchise fees, system utrlmes Internet serv1ce provrder fees,
maintenance and.pole rental _expense.. The increase in service
costs of $61 mllhon or 11% resulted pnmanly from additional
actrvrty associated with ongomg mﬁ"astructure mamtenance and
customer service, mcludmg activities assocxated with our promo-
tiona) programs. :

Sellmg, general and. admlmstratxve expenses Sellmg, gen-
eral and administrative expenses decreased by -$23 million, or ‘
2%, from $963 mllllon for the year, ended December 31, 2002.to
$940 mxllron for the year ended December 31 2003. Key
components of expense 3as a percentage of revenues are as
follows (dollars in millions): ,

. . Year:Ended December. 31,
;- 2003 L . ,2002 L. 2003 aver 2002

. %of - .- %ol %

_ Expénses  Revenues " Expenses.  Revenues  Change  Change

General and. . e ‘ .
admmlstratlve $833 18%  $810 18% $23 3%
Marketing- *~ _ .. 107 - 2% 153 3% (46) . (30)%
$940 20% $963 21% $(’23) (2%

. General and admrmstratlve expenses consrst prtmarrly of
salanes and beneﬁts rent expense brllmg costs, call center costs, ‘
internal network costs bad debt expense and property taxes.
The increase in general and administrative expenses of $23 mil- ’
lion, or 3%, resulted primarily from increases in salaries and
benefits of $4 million, call center costs of $25 million and
internal network costs of $16 million: These increases were
partially offset by a decrease in bad debt and collection expense
of $27 million as a result of our strengthened credit policies. .

Marketmg expenses decreased. $46 million, or 30%, due to
reduced promotional, activity related. to our service olfenngs
including reductions in.advertising, telemarketing and direct
sales activities. ‘

Depreciation and amortization.
amortization expense increased by $17 million, or 1%, from
$1.4 billion in 2002 to'$1.5 billion in 2003 due primarily to an

Depreciation and
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increase in depreciation expense related to additional capital
expenditures in 2003 and 2002. .

Impau'ment of franclnses We performed our annual
impairment . assessments on October 1, 2002 and 2003 Rewsed
estimates, of Future cash ﬂows and the use ofa lower pro_;ected
long—term growth rate in our valuation led to a $4.6 billion
impairment charge in the fourth quarter of 2002. Qur 2003
assessment performed on October 1, 2003 d1d not result in an
impairment.

Loss on sale of assets, net. Loss on sale of assets for
the year “ended December 31, 2003 represents $26 mtllron of .
losses. related to the drsposmon of fixed .assets offset by the
$21 mrllron gain recogmzed on the sale of cable systems in Port
Orchard Washmgton on October 1, 2003 Loss on sale of assets,
for the year ¢ ended December 31, 2002 represents losses related
to the drsposmon of ﬁxed assets.

Optlon compensatlon expense, net Optron compensa- .
tion expense decreased by 81 million for the year ended )
December 31, 12003 compared to the year ended December 31
2002. Optlon compensation expense includes expense related to
exercise prices on certain options that were, xssued prior to our
initial publlc oEenng in 1999 that were less than the estlmated
fair values of our common stock at the time of grant.
Compensatron expense is bemg recogmzed over the vestmg
period of such options and will continue to be recorded. unt11
the last vestmg penod lapses in April | 2004 On January 1, 2003
we adopted SFAS No. 123 Accozmtmg ﬁr Stock- Bared Compmm-'
tion, using the prospectlve ‘method under which we w1ll
recognize, compensatron expense of a stocl( based. award to an
employee over the vesting period based on the fair value of the
award on the grant date.

- Special charges, net. Specral charges of $21 mrlhon for ‘
the year ended December 31, 2003 represent approx1mately
$26 miliion of severance and related costs of our ongoing - .
initiative to reduce our workforce partlally offset by,a $5 mlllron
credit from a settlement from the Internet service prov1der
Excrte@Home related to the conversion of about 145 OOO hlgh-
speed data customers to our Charter Prpelme servrce in 2001. In
the fourth quarter of 2002, we recorded a special: charge of '
$35 mrllron of whxch $31 mrllron was assoctated with our
workforce, reductxon progmm The remaining $4 mrlhon was
related to legal and other costs associated with our shareholder ,
lawsurts and governmental investigations.

Unfavorable contracts and other settlements Unfa-
vorable contracts and _other settlements of $72 mrlllon for the . '
year ended Decernber 31, 2003 represents the settlement of
estimated liabilities recorded in connection w1th prior. busmess
combmatlons The maJonty of. this benefit (approxrmately
$52 million) is due to the renegotlatlon in 2003 of a mgjor .
programming, contract for which a liability had been recorded‘.
for the, above ‘market portlon of that agreement in connection
with a 1999 and a 2000 acqulsmon The remalmng beneﬁt ‘
relates to the reversal of previously recorded lrabrhtles which, .
based on an evaluation of current facts and crrcumstances are
no longer required.
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Interost expenise, net.’ Net'inférést expense increased by
$54 million, or 4%, from $1.5 billion for the | year ended
December 31, 2002 to $1 6 billion for the’ year énded Decem-
ber 31, 2003. The 1 increase in net’interest expense was a result of
increased average debt outstariding in 2003 of $18.9 billion
compared to $17 8 bllhon in 2002, partially offset by a decrease
in our average borrowrng rate from8.020% i in 2002 to 7.99% in
2003. The increased debt was primarily used for capital :
expendrtures

Gain’ (loss) on denvatlve mstruments and hedgmg
activities, net. Net gam on derivative istruments ‘and hedg-
ing actlvrtles increased $180 million ‘i a'loss 'of $115 million’
for the year ended December 31,2002 to'a galn of $65 million
for the year ended December 31 “2003. The 1ncrease is prrmanly
due to an’increase in gains on interest rate agreements which
do not qualify for hedge accountlng ‘undef SFAS 'No. 133,
Actointing for Dertvative Instriiments and Hedgmg Ackibities, which
increased from a loss of $101° mrlhon for the year ended '
December 31, 2002 to a gain of $57 m1111on for the year ended
December 31,2003, o

' Gain on debt exchange net. " Net gaJn ‘on debt-
exclange of $267 miillion for the year ended Deceimber 31, 2003
represents the' gam ‘realized on the" purchase in a non- monetary
transaction, of 4 total of $609 mrlhon principal amount of our
outstandrng convertible senior'notes and $1.3 billio principal
amount of Charter Holdmgs senior notes and senior discount
notes in considération for a total of $1 6 billion pnncrpal amount
of 10.25%" notes due 2010 issued by our indirect subsrdlary, ’
CCH IL The gain'is net of the writé-off of deferred ﬁnancmg
costs ‘associated with the retired debt of $27 million. - - *

Other expense, net. Other expensé’ incréased by~
$12 rru]l[‘on from $4 ‘million in 2002 to’ $16 million in 2003. This
increasé is ‘primarily“due to increases in’ costs associated with

endmg a revolvmg ‘credit facility of our subsidiaries and costs
assocrated with terminated debt transactions. -

Mmonty interest. Mmonty interest represents the alloca-
tion of losses to the minority interest based on ‘owriership of
Chartéi Holdco the 10% dividend ‘on preferred membership
units in Gur‘indirect substdrary, Charter Helicon, LLC and the
2% accretion of the preferred membership ‘interésts'in our
indirect subsidiary, CC VI, LLC, and since fune 6, 2003, the"
pro’ ‘fata ‘shate of the profits of CC VIII, 'LLC. Sée “Iten 13
Certain Relatlomhlps and Related Transactions — Transactrons
Arising out of Our Orgamzatronal Structute and Mr. Allens
Investméiit in Charter Communications, Inc. and Its ’
Subsidiaries — Equity Put Rights — CC VIIL” *" %

Income tax benefit.” Income tax benefit of $110 million
and $460 million was recognized for the 'years ‘ended Decem—
ber 31 2003 and 2002 respectlvely The income' tdx beneﬁts
were realized d§'a result of decreases in ertdin deferred tax'™
liabifities related td our invéstment in Charter Holdco as well as
decreases in the deferred tax liabilities of certaln of our lndlrect

corpor.ite submdrarres

The income tax benefit recognized in"the year ended
December 31, 2003 was directly related to the tax losses”
allocated to Charter from Charter Holdco. In the second quarter
of 2003, Charter started receiving tax loss allocations from
Charter Holdco. Previously, the tax losses had been allocated to
Vulcan' Cable III Inc. and Charter Investment, Inc. in‘accordance
with the Special Léss' Allocations provided under the Charter
Holdco limited liability company agreement. We do not expect
to recognize a similar bénefit after 2003 related to taxoss °
allocations received from Chartér Holdco, due to limitations
associated with our ability to offset future tax benefits against
the remamrng deferred tax liabilities. However; the actual tax
provision’ “talculations in fature periods will be the'result ‘of *
current and' future temporary drfferences as Well as futute -
operating results. T

‘The income tax benefit fecognized in the’ yearended
December 31, 2002 was directly‘related to the impairmeént of *
franchises associated withi the adoption of SFAS No. 142"

Cumulative’ effect of accountin'g chahge; net of tax.”
Cumulative effect of accountmg change in 2002 represents the
impairment charge recorded as a result of adoptmg
SFAS No. 142. ‘

Net loss. Net loss decreased by $2.3 billion, 'or 91%, from
$2.5 billion in 2002 to $238 million'in'2003 as a resilt of the
factors described above The impact of the gain on sale of
system, unfavorable contracts and séttlements and g gam on debt
exchange, net of mmonty interest afid income tax impacts, was °
to decrease netloss by $168 million in 2003. The impact ‘of the
impairment of franchises and the cumulative effect of accounting
change, net of minority interest and income tax impacts, was to
increase net loss by $1.6 billion in 2002.

Preferred stock dividends. “On August 31, 2001, in .
connection with the Cable USA acquisition, Charter issued
505,664 shares (and on February 28, 2003 issued an additional
39,595 shares) of Series A Convertible Redeemable Preferred
Stock, on which it pays a qlarterly cumulative cash dividedd at
an annual rate of 5.75% on a liquidation preference of $100 per
share. ] o o

Loss pet common share. 'Loss per cornmion share
decreased by $7.73, from '$’8.5q5"per common share for the year
ended December 31, 2002 to $0. 82 per commion share for the ™
year efided Décember 31, 2003 as a result of the factors
described above ’

LIQUIDITY AND CAPITAL RESDURGES ‘

Introduction

This section contains a discussion of our Kquidity-and caprta]
resources, mcludmg a discussion of our cash position, sources
and uses of cash, access to credit facilities and other financing
sources, historical ﬁnancmg activities, cash needs, capltal
expenditures and outstandrng debt.

Overview
We have a srgmﬁcant Ievel of debt. In 2005 $30 mrlhon of our
debt matures, and in 2006 an additional $186 million matures.

38

- n

A T - N a e N

at

fr
fa
o]
cc
st
ol

inc
col




CHARTER COMMUNICATIONS, INC.

2004 FORM 10-K

In 2007 and beyond, significant additional amounts will become
due under our remaining long-term debt obligations.

Our business requires sngmﬁcant cash to fund debt service
costs, caprtal expendxtures and ongoing operatlons We have
historically funded our debt service costs, operating activities
and capital requirements through cash!flows from operating
activities, borrowings under the credit facilities of 6ur ‘subsidiar-
ies, sales of assets, issuances of debt and equity securities and
cash on-hand. However, the mix. of funding sources changes
from period to period, For the year ended Degember 31, 2004,
we generated $472 million of net cash flows from operating
activities after paying cash interest of $1.3 billion. In addition,
we generated approximately -$744 million in'2004 from sales of
assets;.substantially all of which was used-to fund ‘operations,
including capital expenditures. Finally, we had:net cash. flowis
from financing activities of $294 million, which included;: -among
other sthings, the: proceeds from the issuance in:December of; -
$550. million -of CCO. Holdings' notes::This debt issuance was
the primary reason ¢ash on hand increased by $523; million to:
$650 ‘million:at December;31,.2004. Approximately: $622 imillion
was used-to repay. outstanding bofrowings under the:Charter.. .
Operating revolving credit facility, through.a series: of transac- .
tions executed in February 2005. We expect that Sur mix-of: .
sources of funds will continue to change in the future based on _

overall needs relative to our cash flow and on the avarlablhty of

funds under the credrt facrlmes of our SUbSldlaI‘leS our access to
thé debt and equ1ty markets the tumng of possrble asset sales )
and our abrhty to generate cash flows from operatrng actwrtles

We expect that cash on hand cash flows from operatmg
act1v1t1es and the amounts avarlable under our credit facilities
will be adequate to meet our cash needs in 2005 Cash’ ﬂows
from operatmg actlvmes and amounts avaulable under our Credlt
facilities may not be sufficient to permit us to “find bur
operations and satisfy our principal repayment obhgatrons that
come due in 2006 and, we believe, such amounts will not be
sufficient to fund our operations and satisfy such repayment
obligations thereafter.

It is likely that we will require additional funding to repay
debt maturing after 2006. We are working with our financial
advisors to address such funding réquirements. However, there
can be no assurance that such funding will be available to us.
Although Mr. Allen and his affiliates have purchased equity
from us in the past, Mr. Allen and his affiliates are not obligated
to purchase equity from, contribute to or loan funds to us in the
future.

Credit Facilities and Covenants _

Qur ability to operate depends upon, among other things, our
continued access to capital, including credit under the Charter
Operating credit facilities. These credit facilities, along with our
and our subsidiaries’ indentures, are subject to certain restrictive
covenants, some of which require us to maintain specified
financial ratios and meet financial tests and to provide audited
financial statements with an unqualified opinion from our
independent auditors. As of December 31, 2004, we were in
compliance with the covenants under our indentures and under
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the credit facilities. and indentures of our subsidiaries, and we
expect to remain in compliarice with those covenants for the
next twelve months. As of December 31, 2004, we had .
borrowing availability under our credit facilities of $804 million,
none of which was restricted due to covenants. Continued
access to our credit facilities is.subject to our remaining in
compliance with the applicable.covenants of these credit
facilities, including covenants tied to our operating performance.
If our operating. performance results in non-compliance with
these covenants, or if any of certain other events of non--
compliance under these credit facilities or indentures governing
our debt ‘'occurs, -funding under the credit facilities may-not be
available and defaults on some or potentially all of our-debt
obligations could -occur. An event of default under the covenants
governing-any of our debt instruments could result in the
accelerationof our payment obligations under. that debt and, ¢
under certain circumstances, in- cross-defaults under our other
debt obligations, which.could have a material adverse: effect on-
our consolidated finrancial .condition and results of operations..
The: Charter Operating credit facilities require us to redeem
the CC V-Holdings notes within 45 days after the first.date that
the:Charter Holdings leverage ratio is less than 8.75 to 1.0: In
satisfaction of this.requirement, CC. V Holdings, LLC has called

-for redemption all of its outstanding notes, at 103.958% of

principal amount, plus accrued and unpaid interest to the date
of redemption, which is expected to be'March 14, 2005. The
total cost of the redemption including accrued and unpaid
interest is expected to be'$122 million. We intend to fund the
redemption with borrowings under our credit facilities:

Specific Limitations

Qur ability to make interest payments on our convertible senior
notes, and, in 2006 and 2009, to repay the outstanding principal
of our convertible senior notes, will depend on our ability to
raise additional capital and/or on receipt of payments or
distributions from Charter Holdco or its subsidiaries, including
CCH II, CCO Holdings and Charter Operating. The indentures
governing the CCH I notes, CCO Holdings notes, and Charter
Operating notes, however, restrict these entities and their
subsidiaries from making distributions to their parent companies
(including us) for payment of interest and principal on our
convertible senior notes, in each case unless there is no default
under the applicable indenture and a specified leverage ratio test
is met at the time of such event. CCH II, CCO Holdings and
Charter Operating meet the applicable leverage ratio test under
each of their respective indentures, and as a result are not
prohibited from making any such distributions to their respec-
tive direct parent.

The indentures governing the Charter Holdings notes
permit Charter Holdings to make distributions to Charter
Holdco for payment of interest or principal on the convertible
senior notes, only if, after giving effect to the distribution,
Charter Holdings can incur additional debt under the leverage
ratio of 8.75 to 1.0, there is no default under the Charter
Holdings’ indentures and other specified tests are met. For the
quarter ended December 31, 2004, there was no default under
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Charter Holdings’ indentures and other specified tests were met.
In addition, Charter Holdings. met the leverage ratio of 8.75 to
1.0 based on December 31, 2004 financial -results. As a result,
distributions from Charter Holdings to Charter or Charter

Holdco are not currently restricted. Such - distributions will again.

be restricted, however, if Charter Holdings fails to meet its
leverage ratio test.at the time of such event.-In the past:Charter
Holdings has from time to time failed tormeet this leverage ratio
test, and there can be no assurance that Charter Holdmgs will
satisfy this test in the-future. . .. .

- During periods. when such-distributions are restncted the
indentures governing-the ‘Charter Holdings notés permit Charter
Holdings and its subsidiaries to make specified investments in
Charter Holdco or Charter, up to.an amount.determined by a
formula, as long as there is no default urider the indentures. As .
of December 31, 2004, Charter Holdco had $106 million in cash
on hand and was owed $29 million'in intercompany: loans from
its subsidiaries, which were available to.pay interest on Charter’s
4.75% .convertible senior notes, which is éxpected to beé .- :
approximately $7 million in 2005. In addition; Charter has™
$144 million of securities pledged .as security for the first six
interest payments on. Charter’s 5.875% convertible senior notes.:

Our significant amount of debt could negatively affect our
ability to access additional capital in the future. No -assurances . »
can: be given that we will not experience liquidity problems’if
we do not obtain sufficient additional -financing on a timely basis
as our debt becomes due or because of adverse market . i
conditions, increased: competition or other unfavorable events. If;
at any time, additional capital or borrowing. capacity is required
beyond amounts internally generated or available under our

credit facilities or through additional. debt or equlty ﬁnancmgs,
we would consider:

® 1ssu1ng equlty that ‘would s1gmﬁcantly d1]ute emstmg
shareholders

o issuing convemble debt or some other secuntxes that may
have structural or other priority, over our existing notes and
‘may also significantly dilute Charter’s existing shareholders;

» fiirther reducing our €xpenses arid capitadl expenditurés;
which may 1mpa1r our’ ablhty to increase revenue

i <

e selllng assets or

v

® requesting waivers or amendments with respect to our .. -
credit facilities, the availability and terms of 'which would
be subject to:market conditions. - Sl ‘

If the above: strategies-are not siiceessful;.we could be
forced to restructure our.obligations or seek protection under
the bankruptcy laws. In addition, if we need.to’ raise additional
capital through the issuance of equity or find it necessary to-
engage'in a recapitalization'or. othier similar. trarisaction, our ‘- «
shareholders :could. suffer.significant :dilution and our noteholders
might not receive principal and mterest payments to which they
are contractua]ly entitled. ) NP '

;

I

Sale of Assets ,

In March 2004 we closed the sale of certain cable systems in", '
F londa Pennsylvama, Maryland Delaware and West Vtrgmla to
Atlantlc Broadband Fmance LLC We closed the sale of an ‘
addmonal cable system in New York to Atlant1c Broadband
Fmance, LLC in April 2004. Subject to post-closmg contractua]
adjustments the total net proceeds from the sale of all of these
systems were approxlmately $733 million. The proceeds o
received to date were used to repay a portion of our credlt ’
facﬂltles ] ‘

(T EEN K N
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Summary ‘of Outstandmg COntractuaI Obllgatmns
The followmg table’ summanzes “our payment obhgatrons as of December 31 2004 under our long—term debt and certain other v

contractual oblrganons and commrtments (dollars in mlllrons)

' Féyrhénts by Periad

. ) . " Less than ’ a ‘ ‘ “‘More tha
[ e R R R ('t I I Year - 1-3Years'' - 3-5Yearsi 5 Years
Ctmtractual 0hl|gatlorls . B ‘ "‘.. ,.‘i. ' : i - o : .;fﬂ B 4
Long-Térm Debt Principal Payments(n SR C 819,791 $ 30+ §917 “$5,898  $12,946
Long-Term: Debt Interest Paymentsa) Y E ! S 010,109 0 1454 3;348 - '3‘,332 101975
Payments on Interest Rate [nstruments()' e 81 . -+ .50 . 7 31- L= =
Capital and Operating: Lease Qbligations™ ., 1o oy L 88 . . 23 o 300, s 17,0 18
Progmrmnmngrmum Commrtments(” P S LT - 38 Rl
Other(5 T - Lo : 272 ’ 62 197 46 67
Total o U U s9200 81937, $:.142 $9835 $15,006

O The, table presents | maturities of long ~term debt outstandmg as of December 31 2004 and does not reflect the effects of the pendmg redemptron of the CC v Holdmgs,
LLC riotés.! Refer' to Nétes 9"and 23 to our consolldated finaricial statements contained in Item 8. l*‘mancral Statements and Supplementary Data for a descnptron of our
lonig-terni debt and ‘othér contfactual obl"lgatrons and comimiitmients. - *° . Pt b - A T

@ Inferest payments on variable’debt are estimated using amiGunts outstandmg at December 31 2004, and the. average mehed forward lJondon lnterbank Oﬂ'enng Rate
(LIBOR) rates applicable for the quarter dunng the interest rate reset based on the yreld curve,in effect at December 31 2004. Actual interest payments wrll stfer based
on actual LIBOR rates and actual amounts outstanding for applicable perrods e

@ Represents amounts we will be required to-pay under our interest rate hedge agreements estimated using the average 1mplred forward LIBOR applrcable rates for the

" “quarfer during the interest rate reset based on the yield curve in effect at December 31, 2004." >

® YWe pay programming fees under multi-year contracts ranging from three to six years typrcally based ona ﬂat fee per customer, whlch may be ﬁxed for the term or may
“in some cases, escalate over the term.-Programming costs included in the accompanymg statement of opératicris were "$1.3 ‘billior!, $1.2 billion and $12° blllron for'the
years ended December 31, 2004, 2003 and 2002, respectively, Certain of our programming agreetients afe based i a flat fée per month of -havé. guaranteed rmmmum
“payments. "The table séts forth the aggregate guaranteed minimum commrtments under our programming contracts:. .- Lo,

@ “Other” represents other guaranteed minimum commitménts, whrch constst pnmanly of commrtments to our bLElmg services vendors

v

The. followmg items are not included in the contractual 1 outsta.ndmg borrowmgs under the, Charter Operatmg revolvmg

obligations table”because the obligations are not fixed -and/or o credit facility through a series of transactions, executed. in: y,
determrnable due "t0 various fact_ors drscussed below However, February 2005. X
we.incur these costs; as part of-our. operatlons . e Operatmg Activities. Net cash provided by operatmg

activities decreased: $293' million, ‘or 38%, fiom $765 million for
the" year ended Decembér 31, 2003 to $472 million for the year
ended December 31,°2004. For 'the’ year endéd December 31
2004, et cash ‘provided' by operatmg actrvmes decreased

® 'We also rent utrlrty poles used. in. our operatlons Generally,
pole rentals-are cancelable on short notice; but we
““anticipate that such réntals will recur. Rent expense
rncurred for pole.; rental attachments for the years ended
December 31, 2004, 2003 and 2002 was $43 mrllron L
$40 ‘million afid $41 mrllron respectrvely e

pnmanly ‘a result of chianges in operating askets and lrabrlrtres
ed $83 ‘million less cash during the year “énded’ '

December 31 2004 than the correspondlng penod in 2003 and

_® We pay franchise fees under multr—year franchrse agree- an increase in cash interest expenseof $203 millior ‘over the
“ments based on a percentage of r revenues earned from v1deo correspondmg prior period. The change in operatlng assets and
. setvice per year: We also-pay other franchise related costs, liabilities is pnmarrly the result of the benefit in the year ‘ended’
 siich ' public education grants utider multi-yedr agree- Décembiér 31, 2003 from collection o vcelvables from program-
.ments. Franchise fees’ and other’ franchrse—related costs .. mers related to network launches, whilé accounts receivable
included in the accompanying statement of operations were remained essentially flat in the year ended December 31, 2_004. 2
$164 million, $162 million and $160 million for the years INEt &gh-pfovidéd-[gy operating activities for the years'
ended December 31, 2004, 2003 and 2002, respectively. ended December 31, 2003 and 2002 was $765 million and "~ '

$748 million, respectrvely Operating activities provrded 317 mrl—‘
lion more cash in"2003 than in 2002 prrmarlly due toan ©

incréase in revenue over cash costs yedr over year partially oﬁ‘set

by changes in’ operatmg assets ‘arid lrabrlmes that provrded N

© $82 rhillion less cash i 2003 thanin 2002 " * .

[nvestlng Activitiés. Net cash used'in 1nvestmg actxvmes N

e We also have $166 million in letters of credit, primarily to
our various worker’s compensation, property casualty and
general liability carriers as collateral for reimbursement of
claims. These letters of credit reduce the amount we may
borrow under our credit facilities.

Historical Operating, Financing and Investing Activities for the year ended December 31, 2004 and 2003 was $243 mll—
We held $650 million in cash and cash equlvalents as of lion and $817 million, respect1vely Investing activities used *
December 31, 2004 compared to $127 million as of Decem- $574" million less cash’ dufing thé year ended Decembet 31, 2004

ber 31, 2003. The increase in cash and cash equivalents reflects than' the correspondmg period in 2003 primarily as % result of

the proceeds of the sale of the CCO Holdings notes in cash prov1ded by proceeds from the sale of certain cable
December 2004. Approximately $622 million was used to repay -
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systems to Atlantic Broadband Finance, LLC offset by increased
cash used for capital expendltures -

Net cash used in investing activities for the years ended
December 31, 2003 and 2002 was $817 million and $2.4 billion,
respectively. Investing activities used $1.5 billion less cash in
2003 than in 2002 primarily as a result ‘of reductions in capital
expenditures and acquisitions. Purchases of property, plant and

equipment used $1.3 billion less cash in 2003 than in 2002 asa

result of reduced rebuild and upgrade activities and our efforts
to: reduce caprtal expenditures. Payments for acquisitions used
$139 million less cash in 2003 than'in 2002. -

Financing Activities. Net cash provrded by financing
activities for the year ended December 31, 2004 was $294 mil-
lion and the Tet cash used in fmancmg actrvmes for the year
ended’ December 31,-2003 was $142 million: The increase in
cash prov1ded dunng ‘the 3 year ‘ended” December 31 2004 as
compared to the correspondmg penod in 2003, was pnmanly
the result of an in¢rease in' borrowings- of long-term debt and
proceeds from issuance of debt’ reduced by repayments of long-"
term debt. : " .

be composed primarily of purchases of customer premise
‘equipment and for scalable mfrastmcture costs. We expect to

‘fund capital expendltures for 2005 pnmanly from cash flows

from operating activities and borrowings under our credit
facilities. :

We have adopted capital expenditure disclosure guidance,
which was developed by eleven publicly traded cable system
operators, including Charter, with the support of the National
Cable & Telecommunications Association ("NCTA”). The new
disclosure is intended to provide more consistency in the
reporting of operating statistics in: capltal expenditures and
customers among peer cornpames in"the cable industry. These
disclosure guidelines are not requ1red dis¢losure under GAAP,
nor do they impact our accounting for capital expendxtures

j~under GAAP: - : - -

"The following table” presents “our; major caprtal expendxtures
categones in.accordance with NCTA disclosure guidelines for -

- the years ended December 31 2004, 2003 and 2002 {dollars in

Net cash used in financing actrvrtles was $142 mllhon for E

the year ended December 31, 2003 whereas net cash provrded

by ﬁnancmg activities-for the. year.ended December 31,-2002; -
was $1.9 billion. Financing activities provrded $2.1 billion' less’
cash in 2003 than in 2002. The decréase in cash providéd in
2003 compared to 2002 was primarily ‘dae toa decrease in®
borrowings 'of long-term debt. SR T

Caprtal Expendltures , . 1
We have srgmﬁcant ongoing capltal expendlture requnrements
However we expenenced a 51gmﬁcant declme in such requ1re— ‘
ments startlng in 2003. Thrs decline -was pnmanly the result of a
substantial reductlon in rebuild costs s our, network had been
largely upgraded and rebuilt in prior years Capltal expendltures
excludlng acqursmons of cable systems, were $924. m1lllon, e
$854 million and $22 bllhon for the years ended, December 31,
2004, 2003 and 2002 respecnvely The majonty of the cap1tal
expendltures in. 2004 and 2003. related to our customer premise
equipment costs The majority, of the capltal expendltures in;,
2002 related to our rebuild and upgrade Jprogram and purchases
of customer premxse equrpment See the table below for ‘more
details. ) ]

Upgradmg our, cable systems has enabled us to offer d1g1tal
television, high-speed. data services, VOD mteractwe servxces
addmonal channels and trers and expanded pay-per-view,
optrons toa larger customer base Our capltal expendlturesA are. .
funded pnmanly from cash ﬁows from operating activities, the .
issuance of debt and borrowrngs under credit fac1lmes In
addition, durmg the years ended Dece.mber 31, 2004 2003 and
2002, our liabilities related to capxtal expendrtures decreased
$43 million, $33 nulllon and $55 million, _respectively.

Durmg 2005 we expect caprtal expendrtures to mcrease to,
approxrmately $1 billion. The increase in capital expendltures for
2005 compared to 2004 is the result of expected increases in ..
telephony services and deployment of advanced d1g1tal boxes .
We expect that the nature of these expendrturec will continue to

" millions): ‘
, - For the Years Ended
v . . e~ . December 31,
i Ay 004 . 2003 © 2002
_ Customer - premise equ1pment” o " 4451 83800 $ 748
Scalable mﬁ*astmcmre(b’ L L1087 67 261
Line extensions® Rkl 131 101
Upgrade/Rebuild® - -+~~~ .~ <4 132 777
Support capital®;. R .. 185 144 -.280
Total capital expedditufes? " - - 394 $854 $2,167

42

@ Customer premise equipnient includes costs incurred at the customer residence
to secure new customers, revenue units and additional bandwidth revenues. It
alsq' inclades ‘customer iristallationi‘costs'in aécordance with SFAS 51 and
customer premise équipment (e.g., set-top terminals and cable’ modems, etc.).

® Scalable infrastructure includes costs; not related to customer premlse equxpment
or our, network, to sectife growth of new customers, revenue units and
additional bandvvldth revenues or prowde service enha.ncemems (e:g., headend
equipment), e

® Line extensions include network costs assocxated w1th entenng new service areas
(e.g., fiber/coaxial cable,. ampl\ﬁers electronic equipment, make‘réady and design
engmeermg)
Upgrade/rebulld mcludes costs to. modxfy or replace exrstmg ﬁber/coaxral cable
fiétworks, including befterments.
© Support. capital includes costs associated with the réplacement or enhancement
of non-network assets due to technological and physical obsolescence (e.g., non-
network eqmpment land, buildings and vehlcles)

9 Represents all’ capltal expendltu:es made ‘in 2004, 2003 arid 2002 respectlvely

A © . i

s
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DESCRIPTION OF OUR OUTSTANDING DEBT:. .

As of December 31, 2004, our actual total debt was apprommately $19.5 billion, as summanzed below (dollars in mllhons)

LN

’ Decelﬁber 31, 2004

i Semi-Annual Start Date for .
Accreted Interest Payment = Interest Payment ] Maturity
Face Value'  + Vatue™ Dates  on Discunt Notes Date™
Charter Communications, Inc.: - ‘ _
4.750% convertible seiiior notes due 2006 $ 156 7% 156  12/1& 61 '6/1/06
5.875% convertible senior notes due 2009 9 863 834 - 5/16 & 11/16 11/16/09
Charter Holdmgs ST T e e : P
8.250% senior notes due 2007 T 4517 451 41 & 1071 - 41/07
8.625% senior notes due 2009 v 1,244 1,243 &1 & 1071 . 471/09
9.920% senior discount notes due 2011 1,108 1,108 4/1 & 1071 10/1/04~ 4/1/11
10.000% senior notes due 2009 o 640 7 640 4/1 & 10/1 C © 1109
10.250% senior notes due 2010 S8 318 115 & 15 “1715/10
11.750% senior discount notes due 2010 450 8 115 & V15 7/15/05  *1/15/10
10.750% senior notes due 2009 ' L84 STgIA - A& 10/ ©110/1/09
11.125% senior notes due 2011 - 500 500 115 & /15 141511
13.500% senior discount notes due 2011 675 " '589 V15 & 15 7/15/06 ~ 1/15/11
9.625% senior notes due 2009 ' 640 " 6387 5/15 & 11/15 . 11/15/09
'10.000% senior notes due 2011’ ) S710 708 515 &1115 - 5/15/11
*11.750% senior discount notes due 20117 - 939 803 A5 & 1VIS 111506 S5/l
12.125% senior discount notes dué 2012' T 7380 U289 VIS&TIS T INSAT V1812
CCH 11, LLC: : C e o E R
10.250% senior notes due 2010 1601 - 1601  3/15% 915 1971510
CCO Holdings, LLC: cee e ' -
83/4% senior notes due 2013 500 500 5/15 & 11/15 11/15/13
S TIns, 65, ED
Senior floating notes due 2010 550 - 550 9/15 & 12/1§ . -12/1510
Charter Operating: : T S A :
8% senior second lien notes due 2012 _ - L100 -+ :1,100. 4/30 & 10/30 4/30/12
8%/% senior second-lien notes due 2014 400 .-+ ~400. 4/30 & 10/30 4/30/14
Renaissance Media Group LLC: ‘ o - g :
10.000% senior discount notes due 2008 114 ..116 - 415 & 10/15: 10/15/03 4/15/08
tC V Holdings, LLC: it : S _ .
11.875% senior discount notes due 2008@ f 113 113 - 6/1 & 12/ 6/1/04 12/1/08
Credit Facilities ’ .. )
Charter Operating’ 5515 5515
$19,791 $19 464

@ The accreted vahie presented above represents “the face-value of the notes less the original issue discount at the time of sale plus the accretion to the balance sheet date.

®) Ingeneral, the obligors have the right to redeem all of the;notes set forth in the above table (except with respect to, the 5.875% convertible senior notes due 2009 and
the Charter Holdings notes with terms of eight years) in whole or part at their option, beginning at various times prior to their stated maturity dates, subject to certain
conditions, upon the payment of the outstanding principal amount {plus a specified redemption premlum) and all accrued and unpaid interest. The 5.875% convertible
senior notes are redeemable if the closing price of our Class A common stock exceeds the convefsion price by ‘certain percentages as described below. For additional
information, see Note 9 to our consolidated financial statements contained in “Item 8. Financial Statements and Supplementary Data.” .

© The 4.75% convertible senior notes and the 5.875% conyertible senior notes are convertible at the option of the holders into shares of Class A common stock at a
conversion rate, subject to cértain adjustments, of 38.0952 and 413.2231 shares, respectively, per $1,000 principal amount of notes, which is equivalent to a price of $26.25
and $2.42 per share, respectively. Certain aniti-dilutive prOVllenS cause ad}ustments to occur automatlcally upon | the occurrence of specxﬁed events. Addmonaﬂy the

conversion ratio may be adjusted by us‘when deemed appropriate.

@ The Charter Operating credit facilities require us to redeem the CC V Holdings notes within 45 days after the first date that the. Charter Holdmgs leverage ratio is less
than 8.75 to 1.0. In sausfactlon of this requirement. CC V Holdings, LLC has called for redemption all.of its outstanding notes, at. 103.958% of principal amount, plus
accrued and ‘unpaid interest to the date of redemption, which is anticipated to be March 14, 2005. We are not requu*ed to redeem any of the other notes llsted above

prior to their stated 'maturity dates.
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As of December 31, 2004 and 2003, our long-term debt
totaled apprommately $19'5 billiori "and $18:6¢billion; respec-
tively. This debt was comprised of approximately $5.5 billion
and $7. 2"511uon of credit facility debt $13 3 billion and
hon and $774 million prmcrpal amount of convertible senior
notes at December 31, 2004 and 2003, respectively.

.+ As of December 31, 2004 and 2003, the weighted average
mterest rate on the credit facrhty debt was approxunately 6.8%
and 5.4%, the weighted average interest rate on our high-yield
notes was approximately 9.2% and 10.3%, and the weighted
average interest rate on the convemble senior notes was
approximately.5.7% and 5. 5% respectwely, resultmg ina
blended weighted average, mterest rate of 8.8% and, 8.2%,
respectrvely The interest- rate .on approxunately 83% and 80% of
the total principal amount of our. debt was effectxvely fixed,
mcludmg the effects of our mterest rate hedge agreements as of
December 31, 2004 and 2003 respectrvely The falr value of our
hlgh-yleld notes:was $12.2 bllhon and $9.9 billion at Decem-
ber:31, 2004 and 2003, respectlvely The farr value of our
convertrble senior notes was $1.1: brlhon and $732. million at
December 31, 2004 and 2003 respectlvely The falr value of our
credit facrhtles is $5.5 billion and. $6.9 billion at December 31,
2004 and 2003, respectively. The fair value of high-yield and
conyertible notes is based on quoted market prices, and the fair
value of the credit facilities is based on dealer quotations.

The. Charter Operating credit facrhtles were amended and
restated concurrently with the sale of $1.5 billion senior second-
tiennotes in April 2004, among other things, to defer maturities
and-increase availability under these facilities and t6 enable
Charter Operating to acquire the interests of the lenders under
the! CC VI:Operiating, CC VIIL:Operating and Falcon credit
facilities, thereby consolidating all credit facilities under one
amerided and restated Chadrter Operating credit agreement.

" The Charter Operating credit facilities:

@- provide borrowing-availability of up ito $6.5-billion; and
© provide for two term facilities: o

(1) a Term A facrhty with a total prmcrpal armount of o
©1 " 820 billior, of which 12.5% matures in 2007, 30%
-‘matures:in 2008, 37. 5% matures in: 2009 and 20%
matures in 2010 and

a Term'B facrllty w1th 4 total prlnClpal amount of
$30 billion, which shall bé fepayable in 27 equal *
- quarterly installments.aggregating in each.loan year to- ..
1% of 'the- or1g1na1 amount of the Term B facility, with
" the remaining balance ‘du€ at final maturity in 2011; and -

o provide for a revolving credit facility, in a total amount of
$1.5 billion, with a maturity date in 2010.
Amounts outstanding under the Charter Operating credit
facilities bear interest, at Charter Operating’s election, at a base
rate or the Eurodollar rate, as defined, plus a margin for

Eurodollar loans of up to 3.00% for the Term A ‘facility and -

- revolving ‘credit facility, and up to 3.25% for the Term B facility,

and for base rate loans of up to 2.00% for the Term A facility
and revolving credit facility, and up to 2.25% for the Term B
facility. A quarterly commitment fee of up to .75% is payable on
the average daily unborrowed balance of the revolving credit
facilities.

The obligations of our subsidiaries under the Charter
Operating credit facilities (the “Obhgatrons ") are guaranteed by
Charter Operatings’ immediate parent company, CCO Holdings,
and the subsidiaries of Charter Operating, except, for immaterial
subsidiaries and subsidiaries precluded from guaranteemg by,
reason of the provisions of other indebtedness. to whrch they are
subject (the “non-guarantor subsrdranes, prlmanly Renaxssance
and CCV Holdings and their subsrdranes”) The Obhgatlons are
also secured by (i) a lién on all of the assets of Chaner ;
Operating and its subsidiaries (other than assets of the non-
guarantor subsidiaries), to the extent such lien can be perfected
under the Uniform Commercial Code by, the filing . of a
financing statement, and (i) by a pledge by CCO Holdmgs of
the equity interests owned by it in Charter Operatmg or any of
Charter Operating’s subsidiaries, as well as mtercompany obliga-
tions owing to it by any, of such entities. Upon the Charter
Holdings Leverage Ratio (as defined in the indenture governing-
the Charter Holdings senior notes and senior discount notes)
being under 8.75 to 1.0, the Charter Operatmg credit, facﬂl’tles
require that the 11.875% notes due-2008 issued by cCcyVv.
Holdings, LLC be redeemed. Because such Leverage Ratlo was
determined to be under 8.75 to 1.0 in February 2005, CC V
Holdings, LLC has called for redemption of such notes wrth an.
anticipated redemption date of March 14, 2005. Followmg such
redemption and provided the Leverage Ratio of Charter
Holdings remains under 8.75 to 1.0, ccv Holdmgs, LLC and
its subsidiaries (other than non—guarantor subsidiaries) Wﬂl
guarantee the Obligations and grant a lien on all. of therr assets
as to which a lien can'be perfected under the- Unlform .
Commercial Code by the filing of a financing statement.

Charter Operating Credit Facilities — Restrictive Covenants '

The Charter Operating credit facilities contain representations
and warranties, and affirmative and negative covenants custom-
ary for ﬁnancmgs of this type The financial covenants measure
performance agamst standards set for leverage, debt service
coverage, and interest coverage, tested as of the end of each .
quarter. The maximam dllowable: leverage ratio is 425 o 1.0-

. until maturity, tested as of the end of each quarter beginning

September 30, 2004. Additionally, the Charter Operating credit

facilities contain provrsrons requmng rmandatory loan prepay-
" ments under specific crrcumstances, including when mgmﬁcant
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amounts of assets are sold and the proceeds are not reinvested
in assets useful in the business of the borrower within a
specified period, and upon the incurrence of certain indebted-
ness when the ratio of senior first lien debt to operating cash
flow is greater than 2.0 to 1.0.
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The Charter Operating credit facilities permit Charter -
Operating and its subsidiaries to-make distributions to pay. . : -

interest on the Charter. Operating senior second-liemnotes, the: .

CCH I senior notes, the CCO Holdings:senior notes, the: ..
Charter convertible senior notes and.: the Charter Holdings - -
senior notes, provided that, among other things, no default -has-
occurred -and is continuing under the:Charter Operating credit
facilities. Conditions to-future.borrowings include absence.of a
default or an event of default:under the Charter. Operating- credit
facilities and. the continued accuracy ‘in-all material respects of
the representations and warranties, including the absence:-since
December 31, 2003 ‘of -any-event, development or circumstance
that has had or could reasonably be, expected to-have a‘material
adverse effect.on our business. @ =1 o g ST
-~ Theevents of.default under the’ Charter Operatmg credrt ‘
facilities. inclide, among ‘other things: - : g :
(i) the failure to.make payments when due or w1thm the
"+ . “applicable grace period,.« B Lo
.- the failure to comply with specrﬁed .covenants; 1nclud~
ingbut not limited: to.a'covenanit to deliver audited
~-:financial statements with an’ unquahﬁed opinion from
our independent auditors, i i L
the failure to pay or the occurrence: of events that'
cause ‘or-permit the ‘acceleration of other indebtedness
+ owing by CCO Holdings, Charter Operatingror..~ ~ ‘.
Charter Operating’s-subsidiaries in: amounts in'exce‘ss :
of $50 million in ;aggregate. prmcrpal arnount,
the failure to pay or the dccurrence of events that
result in the acceleration' of other-indebteédness owing
© by. certain of CCO Holding§' direct and indirect "
* parent companies.in:amounts in- excess of $200 mil- -
fion in: aggregate ;principal ‘amount, o &
*Paul Allen and/or certainof his. famlly members
» and/or their-exclusively owned-entities’ (collectively, -
~wthe “Paul Allen Group!) ceasing to have the power,’
directly or indirectly, to vote at. least 35%. of the -
. ordinary voting power of Charter Operating, -
. {vi)* the consummation of any transaction resulting in.any
-~ person- or-group (thér than the Paul Allen. Group) -
having power, difectly or-indirectly; to vote more "
~ithan 35% of the ofdinary voting pdwer of Charter
Operating, unless the Paul'Allén Group-holds a .
-greater share of ordmary votmg power of Charter
" " Operating, :
" (vii) certain of Charter. Operatmgs 1nd1rect or direct parent
< **_companies having indebtednessiin excess of $500 mil-
lion: aggregate principal amount which remains
undefeased three months’, pnor to the final matunty of
such indebtedness, and
Charter Opeérating ceasing'to be-a wholly—owned
direct subsidiary of CCO Holdings, except in certain
very limited circumstances.

(i)

(i)

(i)
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OUTSTANDING- NOTES

Gharter Commuaications, Inc. Noter
4. 75% Cﬁarter Converttﬁle Notes due 2006

In May 2001, Charter issued 4.75% convertrble senior notes wrth
a-total principal amount at. maturity-of $633 million. As of
December 31, 2004, there:was $156 million in total principal -
amount of these:notes outstanding. The 4.75% convertible notes:
rank equally. with any. of :our future:unsubordinated and
unsecured indebtedness;.but are structurally subordinated to all'
existing and-future: mdebtedness and other habxhtres ofour. . :
subsidiaries. B e T C e
The 4.75% convertrble notes are convertrble at’ the optron
of the holder into' shares.of Class A common stock:at a -
convérsion rate of 38:0952 shares per $1,000 principal ahroum of
notes, which is'equivalent to' 4:price of $26.25 per share, subject
to- certain adjustments::Specifically, the' adjustments-include.anti=
dilutive: :provisions, which automatically:occur based .on the .
occurrence of specified events to provide protection: rights toi. -~
holders of the:notes:Additienally, Charter may adjust the . &
conversion ratio under certain circumstances when deemed” -t
appropriate: These notes'dre redeemable.at our:option at .
amounts: decreasing from:101:9% to '100%.of the principal . - ..~
amount, plus.accried and unpaid- interést beginning on June 4,
2004, to the ‘date of redemption: Interest is ;payable semiannually
on December 1.and June 1; begmmng,December 1,-2001, until" -
maturity. on.June-1,:2006. b - . :
Upon a change of control subject to certain- condmons and
restrictions, Charter may be required to.tepurchase the notes, in
whole or'in part, at100% of therr prmcxpa] amount plus accrued
interest at the- repurchase date: . :

Charter 5875 % Camqgrél; Serz_zar:_Ntotérj’drte é009

In November: 2004, Charter issued' 5.875%. convertible senior - .
notes:due 2009 with"a.total original principal amount.of
$862.5 million. The 5.875% convertible senior notes are . - . -
unsecured(except with respect to.the collateral as described .-
below) and rank equally with"our ‘existing.and future
unsubdrdinated and unsecured indebtedness (except.with respect
to the collateral described below); but are structurally subordi- .
nated to-all existing and future indebtedness and other liabilities
of our subsidiaries::Interest is payable semi-annually in arrears:
+The5.875% convertible senior notes: are convertible at any
time at the option of the holder into:shares-of Class A commion
stock at an initial conversion rate of 413.2231 shares per $1,000
principal-amount of notes, which is equivalent to a conversion
price of approximately-$2.42 per share; subject to' certain’
adjustments. Specifically, the adjustments include anti-dilutive -
provisions, which cause adjustments to occur automatically
based on the occurrence of specified events to provide protec-
tion rights to holders:of the notes. The conversion rate may::also
be increased (but not to exceed 462 shares per $1,000 principal
amount.of notes) upon a specified change of control transaction.
Additionally, Charter may -elect to increase the conversion rate .
under certain circuamstances when deemed appropriate and
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subject to applicable limitations of the NASDAQ ‘stocK: marKet. .
Holders who convert their notes prior to November 16, 2007
will receive an early conversion maké whole :amount in"respect
of their notes based on a propomonal, share of the portfolio of
pledged securities described below, with spec:ﬁed adjustrrients.

7 i wNo-holder of notes will be entitled.to receive:shares of:our
Class A:common stock on:.conversion-to the extent that receipt.
of the shares would cause the converting holdér to become,: -
directly ‘or indirectly, a “beneficial-holder” (within the meaning
of Section .13(d): of ‘the Exchange:Act:and the:rules-arid: -
regxdatiOnsxpr'omulgat"ed,\thereunder) ofimore ithan. 4.9%: of .the
outstanding shares of our Class.A common stock if such .
conversion would take place prior to November 16 2008 or-
more than 9.9% thereafter. Dt :

If a holder-tenders a note for. conversion,: we-may. dlrect
that:holder: (unless we have called:thosé notes for. redemption)
to 4 financial institutiondesignated. by us to.conduct'a " - |
transaction with that inistitution/ lbn'{Subéfantially- the' samie terms
that the holder would-havé received on-conversion:-But if any::
such: finanéial institution: does-not. accept such“not'é‘s :or does not
deliver the required -conversion : consxderatlon ‘we remain obh-. i
gated to convert the notes. rapnin mroin . wio, s iy il E e

Charter: Holdco used'a pomon of the proceeds from the
sale of the notes to purchase a portfolio-of U.S. government -
securities in an-amount which’ we:believe will be sufficient to:-
make:the first_six-interést.payments'on the notes. These -
governmient securities were; pledged to us:as security fora- * -
mirror note issued by Charter Holdco to:Charter and pledged
to the trustee under. the.indenture'governing the notes as,
security - for our. obligations thereunder. We expect to .use such: -
securities.to fund the first-six jnterest: paymeénts under the notes:
The pledged securities totaled $144: million:at: December 31;:
2004. Any holder that converts its notes, prior to the third
anniversary of the issue date will bé entitled to receive, in
addition to the requisite number of shares upon: conversion,-an
interest make whole payment equal to the cash procéeds from-
the sale by.the trustee .of that-portion of ‘thé remaining pledged:-
U.S. ;government securities which secure interest. payménts on .
the notes so.converted;-subject to.cértain limitations with - -~
respect to notes that -have not:been :sold.pursuant to an’ effective
registration statement-under the Securities :Act.of 1933

-.Upon a change of control and :certain- other fundamental -
changes, subject to-certain: conditions and:restrictions, Charter
may. be required to repurchase the.notes, in whole or in part, at
100% -of their principal-amount plus accrued interest at the
repurchase date. ' : -

We have filed a shelf regwtratlon statement for. resale of the
notes and shares issuable on conversion of the notes by the
holders, and we are required-to tse otr reasonable best efforts
to cause,that registration statement to be declared -effective on -
or before April 21, 2005. We have also filed a registration
statement for use by Citigroup Global Markets Inc. to sell up to
150.million shares of our Class ‘A'.common stock: that we will
loan to. an afhliate of Citigroup -Global: Markets, Inc. pursuant to
a share lending agreement; and we are obligated to use our .
reasonable best efforts to.have such registration statement -

declared effective on. or before April 1, 2005. In the event we fail
to meet our obligations with respect to registration statements '

becoming effective on or.prior to the date specified, liquidated : :
damages will. accrue in-respect of the notes. Charter. may“elect

‘to accrete the principal amount of the notes in lieu of paying

cash 'for any liquidated damages that accrue, and may also elect-
to.defer any interest accriing for.any accreted portion-exceeding
the original principal amount. of the notes We will, pay no
interest:on any such déferred-iriterest... e (R

‘Following. the earlier of the:sale of the notes. pursuant ito an
effective. registration statement.or; the date.two-years following -
the issue date, we may:tedeem the notes in whole or. in- part: for:
cash-at any time atia: redemption price equal to-100%of the . .-
aggregate principal amount plus accrued and unpaid interest;:.:
deferred interest-and liquidated damages;-if-any, but only.if for
any 20 trading days in any 30. consecutive trading ‘day:period -
the:closing price has.exceeded 180%.0f the conversion price, if
such 30 trading day period begins: prior to November :16, 2007
ot :150%. of ithe:conveision. price, if.such 30-trading period °
begins thereafter: Holders.who-convert notes;that ‘we have
called for. redemption; shall:-receive, in addition’ to the early
conversion make whole amount,;if applicable, the: present value
of the interest-on the notes-converted that would have been -
payable:for: the period fromv the later:of November 17, 2007 and
the redemption: ddte-through .the scheduled’ matunty date for
the:notes, plus any accrued. deferred interest. .

Charter, commumcatmns Holdmgs LLC Notes o

'Marr/z 1999 Cﬁaﬂm Holdmg:r Notes
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The March 1999 Charter Holdmgs notes were. 1ssued under
three separate indenturés, each :dated. a5 of March 17, 1999,
among Charter Holdings and.Chaiter-Capital; as:the issuers, and
BNY Midwest. Trust:Company, as trustée. Charter Holdings and
Charter Capital exchanged these:notes for.new notes:with
substantially similar- terms;; except thdt the new notesare
registered under the Securities Act. - PN :

The March.1999 Charter Holdmgs notes are: general
unsecured obligations of Charter Holdings and Gharter Capital.
Cash intetest on the March 1999.9.920%: Charter Holdmgs
notes:began.to accrue on April 1, 2004. ‘ ‘

The-March 1999 Charter Holdmgs notes are senior debt
obligations of Chartér Holdings .and Charter Capital. They rank
equally: with all-ether current and future. unsubordinated
obligations of Charter Holdings and Charter Capital. They are
structurally subordinated to the obligations of Charter. Holdings’
subsidiaries, including the CCH.II notes, the CCO Holdings
notes, the Renaissance notes, the CC V. Holdings notes, the
Charter Operating credit. facdmes and the Charter Operatmg
notes.

Charter Holdings-and Charter Capltal will not have ‘the
right to redeem the March 1999 8.250% Charter Holdings notes
prior to their maturity on April 1, 2007..On or after April 1,
2004, Charter Holdings and Charter Capital may redeem some
or all of the March 1999 8.625% Charter Holdings notes and
the March 1999 9.920% Charter Holdings notes at any time, in
each case, at a premium. The optional redemption price declines
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to 100% of the principal amount of March 1999 Charter
Holdings notes redeemed, plus-dccrued and unpard interest, if
any, for redemption ‘on or after April-1, 2007 " T
In the event that a specified change of control event OCCUFS;.
Charter Holdings and ‘Charter. Capital .must 'offer to repurchase
any then outstanding March 1999: Charter Holdings niotes: at
101% of their principal amount.or accreted value, -as apphcable, :
plus accrued -and'unpaid interest, if any. :
The indentures. governing the March 1999 Charter Hold-
ings notes contdin ‘restrictive.¢ovenants that limit: certain
transactions.or activities by Charter' Holdings and its restricted; *
subsidiaries. Se¢ “~Summary of Restrictive. Covenants under - ..
Charter Holdings High-Yield Nétes:? Substantially -all-of: Charter
Holdings' direct and indirect subsrdrarres are’ currently ‘restricted -
subsidigries; = . o e a7 g Ta v

January 2000 Charter Holdings Notes
The January.2000. Charter Holdings notes .were.issuéd under -
three separate indentures, each dated as of January 12, 2000,
among Charter- Holdings -and Charter:Gapital; as: the .issuers, and
BNY Midwest Trust Company, as trustee: In June 2000, :Charter-
Holdings and Charter-Capital exchangeéd these notes fornew:':..
notes with substantially similar: terms,vexcept that the new; notes |
are registered under the Securities Act.: s DRI
The January 2000-Charter Holdmgs notes.are’ general
unsecured obligations of Charter Holdings and -Charter CaprtaL
Cash interest-on:the January.2000 11:75%. Charter Holdmgs
notes began to’ accrue on January; 15, 2005. : 2 R
The Jahuary- 2000, Charter Holdings notes:are senior: debt .
obligations of Charter Holdings and Charter Capital. THey rank:
equally with all other current and future unsubordmated

.....

struétiirally subordinated:t"the sbligations of Charter“Holdmgs
subsidiaries, including the CCH-TI tiotés, the CCO Holdings'
notes, the, Renaissance notes, the: CC, V. Holdings motes, the
Charter Operatrng credlt facrhtles and the Charter Operatmg

notes prior'to theéir matunty on Apnl 1,2009.C arter'Holdrngs
and Charter Capital may fédeer some or all of tHe Jafuary
2000 10.25%-Charter Holdings:notes and-the January,2000:.: .
11:75% Charter- Holdings notes :at-any time, in each: case; at'a
premiuri.; The optional redemption.price declines ito-100%: of
the principal amount of the January 2000 Charter-Holdings:
notes' redeemed; plus accrued and:unpaid. interest;.if any, for
redemptlon on or after January. 15,:2008. - RS
.+:In the-event that- a’ specified, change, of control event occurs;
Charter Holdings -and. Charter: Capital. must- offer,to.repurchase
any then outstanding January 2000 Charter:Holdinigs-notes-at ;=
101% of their total ‘principal amount-or.accreted: value; :as::”
apphcable, plus. dccrued: and .unpaid-interést; if any. <o IEN
The indentures. governing;the: January:2000. Charter Hold— ‘
ings notes contain substantially identical events of default;-
affirmative covenants -and negative:covenants as those’ Contained
in the indentures governing the Marchi1999 Chdrter-Holdings -
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notes.: See.“~ Summary of Restrictive Covenants under Charter .
Holdings High—Yield Notes.” : : !

Januaty 200] C/zarter Holdzngr Notes .
The _]anuary 2001 Charter’ Holdings notes were rssued under o
three separate mdentures ‘each dated as of January 10 2001
each among Charter Holdrngs and Charter Caprtal as the o
1ssuers and, BNY Mrdwest Trust Company, as trustee. In March
2001, Charter Holdmgs and Charter Capital exchanged these ]
notes for new ‘notes, with substantlally similar terrns except that
the new notes are registered under the Securitiés Act.”

The ]anuary 2001 Charter Holdings notes are, general
unsecured hgatrons of Charter Holdings and Charter Caprtal
Cash lnterest on the ]anuary 2001 13.500% Charter Holdmgs
notes will not accrue prior.to january 15, 2006 Ny
.. The Ja.nuary 2001 Charter Holdmgs notes are semor debt _
obhgatrons of Charter Holdmgs and Charter Capltal They rank
equally with all other current, and future unsubordinated
obhgatrons of Charter Holdmgs and Charter Capltal They are
structurally subordrnated to the obhgatlons of Charter Hol "
subsrdrarres, mcludrng the CCH II'notes, the CCO Holdmgs n
notes, the Renarssance notes, the CCV Holdmgs notes the o
Charter Operatrng credlt facrhtres and the Charter Operatmg
notes v

Charter Holdmgs and Charter Caprtal wrll not have the
right to ‘redéenn the January 2001 10.750%. Charter Holdmgs
notes. prior t to, their maturity date on October 1, 2009 On or
2006 Charter Holdmgs and C_' .
eem some or all of the January 2001 11(.125% Charter‘" -
Holdlngs notes and the January 2001 13 500% Charter Holdlngs'
notes trme, in each case, at a premrum The op
redemptron pnce dechnes to 100% of the pnncrpal amount of
the January 2001 Charter Holdings notes redeemed, plus '
accrued and unpard interest, if any, for redemption: onior after
January.15,:2009. O STELY gt

In the.event that a specrﬁed change of .control event occurs;
Charter Holdings and’Charter Capital must offer to-repurchase *
any thén-outstanding:January 2001 Charter Holdings notes-at..
101% %of thieir: total-principal amount or acereted value, asw.1zui:
applicable; plus-acecrued and unpaid interest, if any. - .-~ . ¢

+siThe indentures :governing the January 2001 Charter Hold— -
ings notes contain :substantially identical events.of default,.
affirmative covenants and negative covenants as those'lcontained'
in the indentures governing the March.1999 and January;2000
Charter Holdings notes. See “—Summary.of Restrictive. Cove— ,
nants.under. Charter Holdmgs ngh-YreId ‘Notes.: -~ ~vo L7

May 2001 Charter Holdzngs Not&r
The May 2001 Charter Holdmgs notes were 1ssued under three
separate mdentures each among Charter Holdmgs and Charter ‘
Capital, as the i 1ssuers, and BNY Mldwest Trust Company, as,
trustee, In September 2001 Charter Ho[dmgs and Charter -
ex substantrally all of these notes_ for new notes '
with substantrally srmrlar terms, except that the new notes are : '
registered under the Securltres Act " b
The May '2001 Charter Holdlngs notes are general
unsecured obligations of Charter Holdings and Charter Caprtal

Iy,
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Cash interest on the May 2001.11.750% Chartet Holdlngs notes .

will not accrue prior to May 15, 2006.

The May 2001 Charter Holdings notes are senior, debt
obhgatlons of Charter Holdings and Charter Capital. They rank .
equally with all other current and future unsubordinated
obhgatlons of Charter Holdrngs and Charter Capital They are’

structurally subordmated to the oblrgatlons of Charter Holdmgs )

subsidiariés, mcludmg the CCH 1I notes, the CCO. Holdmgs

notes, the Renalssance notes, the ccv Holdmgs notes, the

Charter Operatmg credlt facrltttes and the Charter Operatlng
notes.

Charfer Holdmgs and, Charter Capltal w1ll not have the
right to redeem the May 2001 9. 625% Charter Holdmgs notes
prior t6 their maturity on November 15, 2009. On or after ‘
May 15, 2006, Charter’ Holdmgs and’ Charter Capttal may
redeem some or all of the ‘May 2001 10. 000% Charter Holdmgs
notés and the May 2001 11. 750% Charter Holdmgs notes at’ any
time, in each.case, at a premlum The optlonal redemptxon price
dechnes to 100% of the principal amount of the May 2001
Chatter Holdmgs notes redeéemed, plus accrued and unpatd
interest, if any, for redemptlon on or after May 15, 2009. ‘

in the event that a specxﬁed change of control event occurs,
Charter Holdmgs and Charter Capital must offér to repurchase '
any then outstandmg May 2001 Charter Holdmgs notes at 101%
of thexr total prmc1pal amount or accreted value, as apphcable _
plus accrued and unpmd 1nterest if any. ' :

The mdentures govemmg ‘the May 2001 Charter Holdmgs ‘
notes contam substantlally 1dent1cal events of default aﬁirmanve .

 and negatlve covenants as those contamed in the

2001 Charter Holdmgs notes See “ Summary of Restncttve
Covenants under Charter Holdmgs ngh Yxeld Notes T

January 2002 C/larter Holdings Notes .

The January 2002 Charter Holdings notes were 1ssued under
three separate.indentures, each among: Charter.Holdmgs and
Charter Capital, as the issuérs,.and BNY Midwest “Trust !
Company,. as trustee, two-of which were supplementsto the ..

indentures for the May 2001 Charter Holdings notes::In July. = -

2002, Charter Holdings and Charter Capital exchanged substan-
tially all of'these notes for -new notes, with.substantially similar
terms, except that:the new. notes are reg1$tered under: the
Securities ‘Act.

- The january 2002 Charter Holdmgs notes are general

unsecured obligations. of Charter:Holdings-and Chaster _Capltal. :

Cash interest on the January 2002 12:125% Charter. Holdings. .-
notes will not accrue prior to January 15, 2007. v

The January 2002 Charter Holdtngs notes are semor debt ,v
obhgatxons of Charter Holdxngs and Charter Capxtal They rank
equally with the current and fature’ unsecured and
unsubordmated debt of Charter Holdtngs and rter Caprtal

They are structurally subordmated to“ the obhgatrohs of Charter '

Holdmgs subsrdtanes, mcludmg the CCH hi notes he CCO

Holdings notes, the Renaissance notes ' the CC \4 Holdmgs

notes, the, Charter Operatmg credrt facnltttes and the Charter
Operatmg notes '

mdentures govermng the March 1999 ]anuary 2000 and januaryl
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The- Charter Holdings 12.125% senior discount notes are
redeemable. at the option of the:issuers at amounts decreasing-
from 106.063% to 100% of accreted value begmmng January 15,
2007.. .

: In the-event that a specified change of control event occurs,
Charter Holdings and Charter Capital must offer- to repurchase .
any- then outstanding January-2002:Charter: Holdings notes at
101% of their total principal amount or accreted.value, as
applicable, plus accrued and unpaid interest, if-any. -
~ The indentures :governing the January 2002 Charter Hold- -

ings notes contain substantially identical events of default,::
affirmative covenants and’ negative covenants*as’ those contained
in the iridentures governing the March 1999, January 2000,
january 2001 and May 2001 Charter Holdings. notes. See..

— Summary of Restrictive Covenants under Charter Holdtngs
High-Yield Notes.”

Summary of Restrictrve: Covmanty zmd'er C/zarter Holdmgw Hzgﬁ Yzeki '

Notes. T R U O

The limitations on incurrence: of debt and. 1ssuance of preferred
stock .contained :in Charter Holdings’ indentures. permit Charter
Holdings and its subsidiaries to-incur additional debt or issue
preferred stock, so long as there is no ‘default.under:the Charter.
Holdings indentures. These limitations restrict: the incurrence of -
debt unless; after giving effect to the:incurrence, the Charter:
Holdings Leverage Ratio would be below 8.75 to:1.0. In
addition;:régardless. of whether the leverage: ratio: could.be met,
so long as no default exists or:would:result from the incurrence
or issuance; Charter.Holdings ‘and its restricted subsxdxanes are
perrmtted to issue: . - = : ‘

° > up to $3 5 blllron of debt undér credlt factlrttes,

‘.. up to: $75 mllllon of debt mcurred to ﬁnance the purchase
or capital lease of new assets; ;™ .- - - ‘

® up ‘to $300 mllhon of addltrona.l debt for any purpose,

® addlttonal debt in an amount equal to 200% of proceeds of
new. cash £equity proceeds received by Charter Holdings
and 1ts restncted subsrdxarres smce March 1999 the date of

..our ﬁrst mdenture, and not allocated for restrxcted pay~ '

ments or permttted mvectments and

® other»-lte,ms of indebtedness for. specxﬁc purposes suchias. "~
v-jaintercomp'any debt, refinancingof existing debt, and intérest
'raté swaps to prov1de protectlon agatnst ﬂuctuatlon an
interest. fates.. e e
Indebtedness under a smgle fac1hty or agreement ‘may: be
incurred in part under one of the categories listed above and'in -
part under another:- Accordingly, indebtedness under. our'credit
facilities is:incuirred urider:a combination of the categones of
permitted indebtedness listed above, = ! :
The:restricted subsidiaries :of Charter- Holdmgs are. generally
not. permitted to issue:debt securities contractually subordinated .
to other debt of the:issuing subsidiary or preferred stock, in
elther case’in‘any public or:Rule 144A offering. = -
.The Charter Holdings indentures permit' Charter Holdmgs
and, its restricted subsidiaries to incur debt under onecategory,

in
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and later reclassify that debt into another category. The Charter
Operating credit facilities generally impose more restrictive
limitations on incurring new debt than Charter Holdings'
indentures, so our subsidiaries that are subject to the Charter
Operating credit agreements may not be permitted to utilize the
full debt incurrence.that would otherwise be available under the
Charter Holdings indenture covenants. :
Generally, under Charter Holdings' high—yield indentures: -

# Charter Holdings and its restricted subsndxanfs ‘are generally
penmtted to pay dividends on equity interests, repurchase
- vmterests or make other spe(nﬁed restricted payments only if,
“after giving effect to the transaction, the Charter Holdmgs
Leverage Ratio would be below 875 to 1.0 and if no default
exists or would exxst as a consequence of such mcurrence I
those condmons are met, restricted payments in a total
amount of up o 100% of Charter Holding’s consolidated
EBITDA, as defined, minus 1.2 times its consolidated interest
expense, plus 100% of new ‘cash and non-cash équity proceeds
received by Charter Holdings and not allocated to the debt
incurrence covenant or to permitted investments, all cumula-
tively from March 1999, the date of the first Charter Holdings
indenture, plus $100 million.
In addition, Charter Holdings may make dlStl‘lbUthnS or
restricted payments, so long as o default exists or would be
caused by transactions:

" e to rep‘urchasemana'gement equity interests in amounts not
to ‘exceed $10 million per fiscal year, ‘

¢ regardless of the existence-of any default, to pay pass-
E through tax hablees in respect of ownership of equity
’ mterests in Charter Holdmgs or its restricted sub31d1ar1es or

¢ to make other specified restricted payments including
merger fees up to 1.25% of the transaction value, repur-
: chases-using concurrent new issuances, and certain divi-
" dends on existing subsidiary preferred equity interests. -
Charter. Holdings and:its restricted subsidiaries may not
make investments except permitted investments if thereis'a.
default under the indentures or if, after. giving effect to the" -
transaction; the Charter: Holdmgs Leverage Ratio would be
below. 8.75 to 1.0.
Permitted investments include: .
e investments by Charter Holdings in restricted subsidiaries
_orby resmcted submdlarles in Charter Holdings,
° mvestments in' productwe assets (including through equity
investments) aggregating up to $150 million since March
1999, .

© Amvestments aggregating up to 100% of new cash equity
" proceeds received by ‘Charter Holdings since March 1999
and not allocated to the debt incurrence or restricted
‘payments ‘covenant; and

e other investments up to $50 m1111on since March 1999
Charter Holdings is not permltted to grant liens on its,
assets other than specified permitted liens. Permitted liens
include liens securing debt and other obligations incurred under

our subsidiaries’ credit facilities, liens securing the purchase price
of new assets,: other liens-securing indebtedness up to $50 mil-
lion and specified liens incurred in the ordinary course of" -
business. The lien covenant does not restrict liens on assets of
subsidiaries of Charter Holdings.

Charter Holdings'and Charter Capital, its co-issuer,.are
generally not permitted to sell all or substantially all of their
assets or merge with or into other companies unless: their
leverage ratio-after any such transaction would be no greater
than their leverage ratio immediately prior to the transaction, or
unless Charter Holdings.Leverage Ratio would be below 8.75 to’
1.0, no default exists; and the surviving entity is a US entlty
that assumes the Charter Holdings notes. : :

Charter Holdings and its restricted submdmnes may gener- ,
ally not otherwise sell assets or, in the case of restricted’ -
subsididries, issue equity interests, unless they receive considera-
tion at least equal to the fair market value of the assets. or' equity »~
interests, consisting. of at least 75% in cash, assumption of -
liabilities, securities converted into cash within 60 daysi or
productive assets. Charter Holdings and ‘its restricted subsidiaries
are then required within 365 days after any asset sale either to
commit to use the net cash proceeds-over-a specified threshold -
to acquire assets, including current assets, used or useful -in their’
businesses or use the net cash proceeds to repay debt, or to
offer to repurchase the Charter Holdings. notes with any
remaining proceeds .

Charter Holdmgs and is restrlcted subsrdlanes may gener—
ally not engage in sale and leaseback transactions unless at the
time of the transaction, Charter Holdings could have incurred "
secured indebtedness in' an.amount equal to the present value of
the net rental payments to be made under the lease, and the .
sale of the assets and apphcatlon of proceeds is perrrutted by the
covenant restnctmg asset sales.
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s Charter Holdings’ restricted subsidiaries may .generally not
enter into restrictions on their ability to make dividends:or. -
distributions or transfet assets to Charter Holdings on terms that
are materially more restrictive than. those governing their debt, .
lien, asset sale, lease and similar agreements existing when they:
entered into the indentures, unless:those restrictions are .on,
customary'terms that:will not materially impair Charter Hold- -
ings’ ability: to repay the:high-yield notes. :

-The restricted :subsidiaries of.Charter Holdings are generally
not permitted to guarantee or pledge assets:to secure. debt of .
Charter Holdings, ‘unless the ‘guarantying. subsidiary issues a.
guarantee. of the notes of comparable priority-and tenor, and
waives any rights of reimbursement, indemnity’or subrogation:
arisingfrom :the guarantee transaction for at least.one year:

The indentures also.restrict. the ability ‘of Charter'Holdings -
and-its:restricted subsidiaries to enter into-certain transactions::.
with affiliates involving consideration-in excess of $15. million:
without a determination by the ‘board of directors of Charter -
Holdings: that the transaction is:on terms no less: favorable than.
arins length,’or transactions. with. affiliates-involving-over
$50 million without:receiving'an indepéndent. opinion as to the .
fairness of the transaction to the holders of the Charter-
Holdings! notes. s i R ‘ ;

CCHT LLCNote: e B .
In September 2003, CCH II and ‘CCH' H Capltal Corp Jomtly

mor notes due 2010 The ccl I notes are general
unsecured"obhgatlons of CCH 11'and CCH i Capltal Corp
They rank equally with all other current or fu
unsubordmated oblrgatxons of CCH H and CCH Ir Caprtal Corp
The CCH hi§ notes are structurally subordmated to all obhga—
tions of stbsidiaries of CCH II, mcludmg the CCO Holdmgs
notes, the Renaissance notes, the cC'v Holdlngs notes the’
Charter Operating credit facilities and the Charter Operatmg
notes.

Interest on the CCH 1II notes accrues at 10.25% per annum
and is payable semi-annually in arrears on each March 15 and
September 15, commencing on March 15, 2004.

At any time prior to September 15, 2006, the issuers of the
CCH 1I notes may redeem up to 35% of the total principal
amount of the CCH II notes on a pro rata basis at.a redemption
price equal to 110.25% of the principal amount of CCH II notes
redeemed, plus any accrued and unpaid interest.

On or after September 15, 2008, the issuers of the CCH I
notes may redeem all or a part of the notes at a redemption
price that declines ratably from the initial redemption price of
105.125% to a redemption price on or after September 15, 2009
of 100% of the principal amount of the CCH II notes redeemed,
plus, in each case, any accrued and unpaid interest.

In the event of specified change of control events, CCH II
must offer to purchase the outstanding CCH II notes from the
holders at a purchase price equal to 101% of the total principal
amount of the notes, plus any accrued and unpaid interest.
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.. The indenture governing. the CCH 1I notes' contains--
restrictive. covenants that limitcertain transactions, or-activities.
by CCH.II and its restricted subsidiaries, including the-cove-
nants summarized below. Substantially all of CCH II's direct and
indirect subsidiariés are currently. restricted subsidiaries. .

. The covenant in the indenture governing the CCH I notes
that restricts incurrence of debt and issuance -of preferred stock -
permits CCH II and its subsidiaries to incur .or.issue specified
amounts of debt or preferred stock, if, after giving effect to the
mcurrence, CCH II could meet a leverage ratio (ratio of
consolxdated debt to four trmes 'EBITDA from thé most recent
fiscal quarter for whlch internal ﬁnanmal reports are avallable) of
5.5 to, 1.0. )

In addmon, regardless of whether the leverage ratio could
be met, 50 long as no default exists or would result from the
incurrence or wsuance CCHII and its restncted subs1d1ar1es are
perrmtted to mcur or 1ssue

#-up:to $9 75 biltion of debt under credxt facnlmes mcludmg
-débt,under credit-facilities : outstanding ‘on'the issue.date of
the CCH-II notes, - - e

. up 0'$75 million of debt incirred to ﬁnance the purchase
or capltal lease of new assets,

® upto $300 mlllron of addltlonal debt for any purpose, and

e other items of indebtedness for specific purposes such -as
intercompany debt, refinancing of existing debt, and interest
rate swaps to provide protection against fluctuation in
interest rates. )

The restricted subsidiaries of CCH'II are generally not~
perrmtted to 1ssue ‘debt secuirities contractually ‘subordinated to -

other debt of the issuing subsidiary or preferred stock, in either

case in, any. public,or Rule 144A offering. -

The CCH-II indenture: permits CCH I and its restncted
subsidiaries.to_incur debt under one category, and later reclassify
that debt into-another category. Our and our. subsidiaries’ credit
agreements generally-impose more restrictive limitations:on
incurring new debt than the CCH: Il indenture, so we and-our .
subsidiaries that are subject to credit agreements are not
permitted to.utilize the full debt incurrence that would. g
otherwise be available under the CCH Il indenture covenants. -

Generally, under the CCH'H indenture, CCH II and its
restricted subsidiaries are perm1tted to pay dividends on equity
interests, repurchase interests, or make other spec:ﬁed restricted
payments only if CCH II can incur $1.00 of new debt under the
leverage ratio test, which requires that CCH Il meet a 5.5 to 1.0
leverage ratio after giving effect to' the transaction, and'if no
default exists or would exist as a consequence of such
incurrence. If those conditions are met, restricted payments in a
total amount of up to 100% of CCH II’s consohdated EBITDA,
as deﬁned ‘minus 1.3 times its consolrdated interest expense,
plus 100% of new cash and non-cash equity proceeds recgived
by CCH II and not allocated to the debt incurrence covenant,
all cumulatxvely from the ﬁscal quarter commenced July 1 2003,
plus $100 million.
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- In addition, CCH II. may make distributions or restricted
payments, so long as no default exists or would be caused by
transactions:

o fo repurchase management équity mterests in amounts not
to’ exceed $10° million per ﬁscal year, -

regardless of the existence of any- default to.pay pass-
through: tax liabilities in:respect of ownership of equity -
interests in "CCH II or.its restricted subsidiaries,.

regardless of the existence of any default, to pay intérest
when due on Charter Holdings notes, to pay, so longas
there is no default, interest on the convertible sehior fiotes
(including the notes) -of Charter, to purchase, redeem or
refinance, so long-as CCH II could incur $1.00.of .. ..
indebtedness, under the 5.5 to-1. 0 leverage ratio test referred
.. to above and there is no-default,; Charter Holdings notes,
‘Charter notes, and-other direct or indirect parent company
~notes (including the CCH Il notes) ;

to makedistributions’in connectlon with the- p‘rivate' o
‘exchanges’ pursuant to' Wl’llCh thé’ CCH II notes were
issued, and - R

* other speciﬁed restncted payments including m‘ergerifees up
to 125% of the transactron value, repurchases using,..
concurrent new issuances, and certaln dividends on exrstmg

- subsidiary preferred equity ; interests. ,

The indenture governing the CCH I notes restncts CCH 1
and its restricted subsidiaries from makmg 1nvestments except
specrﬁed permrtted mvestments or creating new unrestncted
subsidiaries, if there is a default under the mdenture or Lf ‘
CCH 1I could not incur $1.00 of new debt under the 5.5 to 1.0
leverage ratic test descnbed above after g1vmg eﬁed to the
transaction.

Permitted jnvestments include:

investments by CCH I and its restncted sub51d1anes in

, CCH1I 4nd in ‘other restricted subsidiaries, or entities that
become restricted subsidiaries as a result. of the investment,

© investments aggregating up to 100% of new cash equity

proceeds received by. CCH II since September 23, 2003 to

the extent the proceeds have not been allocated to the

restrrcted ‘payments covenant descnbed above

,mvestments resulting: from the pnvate exchanges pursuant
to which the CCH I notes were issued,

s other mvestments up to $750 mrllron outstandmg at any
time, and : :

® certain- specrﬁed additional mvestments such as investments
in’custormers and- supplrers in the ordmary course - of
business and mvestments recerved in connectlon w1th
permitted assét sales:" e ‘
CCH II'is not perm1tted to grant liens on 1ts assets Sther -
" than specrﬁed permltted liens. Permitted lienis includé liens
securrng ‘debt and other oblrgatrons incurred -inder ‘our’ SubSlCll-
aries’ credit facilities, liéns ‘securing the purchase price of new 7
assets, other liens secliring’ ‘indebtedniess upt6 $50 millioti and ™
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specified liens incurred in the ordinary course of business. The
lien covenant dees not restrict liens on assets of sub51dlar1es of

CCH I
cco Holdmgs uc Notes

8/49 Sensor Notes. due 2013 , ;
In November 2003, CCO Holdings and CCO Holdmgs Capltal
Corp. jointly issued $500 million total principal amount of
8%/4% senior notes due 2013. The CCO Holdings notes are
general unsecured obligations of CCO Holdings : a.nd CCO )
Holdmgs Caprtal Corp. They rank equally with all other current
or future unsubordinated obligations of CCO Holdmgs and )
CCO Holdrngs Capltal Corp The CCO Holdmgs notes are’ o
structurally subordmated to all oblrgatlons of CCO Holdmgs
subsidiaries, mcludmg the Renaissance notes, the CC'V Hold—
ings notes, the Charter Operatmg credit facrlmes and the '
Charter Operatlng notes. ) )

Interest on the CCO Holdmgs senior notes accrues at
83/4% per year and is payable sem1 annually in arrears on each
May 15 and November 15.

_ At any time prlor to November 15 2006 the 1ssuers of the '
CCo Holdmgs senior notes may redeem up to 35% of the total
prmctpal amount of the CCO Holdings senior notes. to the
extent of publtc equrty proceeds they have recerved on a pro
rata basis at a redemptron price equal to 108 75%’ of the
prmcrpal amount of CCO Holdrngs semor notes redeerned plus
any accrued and unpaud interest. .

On or after November 15,2008, the i 1ssuers of the CCO
Holdings, semor notes may redeem all or a part “of the notes ata
redemptlon prrce that declmes ratably from the uutral redemp—
tion price of 104 375% to'a redemptron prlce on or after ‘
November 15 2011 of 100 0% of the pnncrpal amount of the

accrued and unpald mterest

gy

Semor Floattng Rate Notar Due 2010 S e :
In December 2004, CCO  Holdings and. CCO Holdmgs Capxtal
Corp. jointly issued $550 million total principal amount ‘of senior
floating rate notes' due-2010. : .

Interest on the CCO Holdmgs senior. floating: rate: notes
accrues-at the:LIBOR rate plus 4.125% annually, from Decem-..
ber 15, 2004 or, if interest already has-been-paid, from the date .
it was most recently paid, Interest is reset and payable quarterly
in arrears on each March 15 _]une 15, September 15 and
December 15, commencing on March 15, 2005.” _

At any time prior to December 15, 2006, the issuers of the
senior fldating rate notes may redeem up 'to 35% of thé notes in
an amount not to exceed the amount of proceeds of oneé or
more public.equity offerings at a:redemption price;equal, to
100% of the pnncrpal amount, plus a premium equal to the
mterest fate per annum apphcable to the notes on the date
notice of redemptlon is ‘given, plus accrued and unpaid interest,
if any, to the redemption date, provided that at least 65% of the
original aggregate prmcrpal amount of the notes 1ssued rema.ms
outstandmg after the redemptron o s

nx\‘
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The issuers of the senior floating rate notes may redeem:
the notes in.whole or in part at the issuers’ option from
December 15, 2006 until December 14, 2007 for 102% of the
principal amount, from December 15, 2007 until December 14,
2008 for 101% of the principal amount and from and after
December 15, 2008, at par, in each case, plus accrued and
unpaid interest. . o

Addttmrza/ terins qf the CCO Holdings Senior Notzs and Semor
FIoatmg Rate Notes ~

The CCO Holdlngs notes are general unsecured obhgatlons of
CCO Holdmgs and Cco Holdlngs Capitdl Corp. They rank
equally with all other current or future unsubordinated obliga-
tions of CCO Holdings and CCO Holdings Capital Corp. The
CCO Holdings notes are structurally subordinated to all ‘
oblrgatlons of subsidiaries of cco Holdings, mcludmg the
Renaissance notes, the CC V Holdings notes, the Charter
Operating notes and the Charter Operatmg credit facﬂltles

In the event of spec1ﬁed change of contrdl events, CCO
Holdings must offer to purchase the outstandmg CCO Holdmgs
senior notes from the holders at a purchase price equal to 101%
of the total pnncrpal amount of the notes plus any accrued and
unpaxd interest.

The indenture governing ‘the CCO Holdmgs senior notes _
contains restnctlve covenants that limit certain transactions or
activities by CCO Holdmgs and its resmcted subsidiaries,
including the covenants summarized below. Substantially all of
CCO Holdmgs direct and mdxrect sub51d1anes are currently
restncted subsxdtanes ’

The covenant i the” 1ndenture govermng the CCO Hold—

ings senior notes that restricts incurrence of debt and issuance of

preferred stock permits CCO Holdmgs and its subsidiaries to
incur or issue spec1ﬁed amounts of debt or preferred stock, l.f,
after giving pro forma effect to the i incurrence or issuance, CCO
Holdings could meet a leverage ratio (ratro of consolidated debt
to four times EBITDA, as defined; from the most recent fiscal
quarter for-which internal financial reports are avaﬂable) of

4.5 to 1.0.: - .

In addmon regardless of whether the leverage ratio could
be met, so:long as no default exists' 6r would result from the
incurrence or issuance, CCO Holdings and its- restncted subsidi-
aries are permitted to incur or issue: .

o up to $9.75 billion of debt undér credit facilities, including
debt under credit facilities outstandmg on the issue date of
the CCO Holdmgs semor notes,

0_‘ up to $75 million of debt mcurred to. ﬁnance the purchase
or capital lease of new assets,

& up to~$300 million of addmonal debt for any purpose, and

° other rtems of mdebtedness for specrﬁc purposes such as
mtercompany debt, reﬁnancrng of existing debt, and interest
rate. swaps to provide protectron against ﬂuctuatlon n
interest rates.

The restricted subsidiaries of CCO Holdmgs are generaﬂy
not permitted to issue debt securities contractually subordinated

to other debt of the issuing subsidiary or preferred stock, in
either case in any public or Rule 144A offering. :

The CCO Holdings indenture permits CCO Holdings. and
its restricted subsidiaries to incur debt under one category, and
later reclassify that debt into another category. The Charter
Operating credit facilities generally impose more restrictive
limitations on incurring new debt than CCO Holdings’ inden-
ture, so our subsidiaries that are subject to credit facilities are
not permitted to utilize the full debt incurrence that would -
otherwise be available under the CCO Holdings indenture
covenants.

Generally, under CCO Ho]dlngs indenture:

¢ CCO Holdings and its restricted subsidiaries are permitted
to pay dividends on equity interests, repurchase interests, or
' - mdke other specified restricted payments only if CCO
“Holdings can incur $1.00 of new debt under the leverage
‘ rtio test; which requires that CCO Holdings meet a 4.5 to ~
1.0 leverage ratio after giving effect to the transaction, and
if no default exists or would. exist as a consequence of such
incurrence, If those conditions are met, restricted payments
in a total amount of ap to 100% of CCO Holdmgs
consolidated EBITDA, as defined, minus 1.3 times its
“consolidated interest expense, plus 100% of hew cash and
appraised non-cash equity proceeds received by CCO
Holdings and not allocated to the debt incurrence cove-
nant, all cumulatively from the fiscal quarter commenced
October 1,°2003, plus $100° million.
“In addition, CCO Holdings may make distributions or
restricted payments, so long as no default exists or would be
caused by the transacnon

® to repurchase management equity mterests in amounts not .
to exceed $10 million per fiscal year;

© to pay, regardless of the existence of-any default, pass-
through tax liabilities in respect of ownership of equity
. interests in Charter Holdings or its restricted subsidiaries;

e to pay, regardless of the existence of any default, interest
when due on Charter Holdings notes and our notes;

¢ to pay, so long as there is no default, interest on the
Charter convertible notes;

e to purchase, redeem or refinance Charter Holdings notes,
CCH I notes, Charter notes, and other direct or indirect
parent company notes, so long as CCO Holdings could
incur $1.00 of indebtedness under the 4.5 to 1.0 leverage
ratio test referred to above and there is no default; or

© to make other specified restricted payments mcludmg
merger fees ‘up to 1.25% of the transaction value,.repur-
chases using concurrent new issuances, and certain divi-
dends on existing subsidiary preferred equity rnterests '
The indenture governing the CCO Holdings senior notes
restricts CCO Holdings and its restrrcted subsidiaries from
making investments, except spectﬁed permrtted investments, or .
creating new unrestncted subsrdranes if there is a default under
the indenture or if CCO Holdmgs could not incur $1. OO of new

]
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debt under the 4.5 to 1.0 leverage ratio test described above -
after giving effect to the transaction. - -
Permitted investments include:

in CCO Holdmgs and in Other restricted subsidiaries, or
entltres that become restncted subsrdrarles as a result of the
mvestment, o

investments aggregatmg up to 100% of new cash equrty
proceeds received by €CCO Holdings since November 10,
2003 to the extent the proceeds have not been allocated to
the restricted payments covenant described above,

other investments up to $750 mrllron outstandrng at any
trme, and oA -

certain specrﬁed addrtrona.l mvestments such as 1nvestments
in customers, and supphers in the ordmary course of -
busmess and investments recerved in connectron wrth .
. pemutted asset, sales e T

CCO Holdings is not. permrtted to grant lrens on its assets
other than specified pemntted liens., Perrmtted liens rnclude liens
securing debt -and other oblrgatrons 1ncurred under our subsrdr—
aries’ credrt facrhtres hens securing | the purchase price of new .
assets, other liens securing 1ndebtedness up to. $50.. mrlllon and-
specrﬁed liens rncurred in the. ordmary course of busmess The
lien covenant does ‘not restrict lrens on. assets of subsrdrarres of
CCO Holdmgs ,

CCO‘Holdrngs and CCO Holdmgs Caprtal rts co—rssuer, are
generally not permxtted to, sell all or substantrally all of therr
assets, or merge with or into other .companies unless. therr o
leverage ratio after any such transactlon would, be no: greater ,
than their leverage ratio 1mmed1ately prior to the transaction, or
uriléss CCO Holdings and its subsidiaries could i incur $1. 00 of
new debt under the 4.50't6 1.0 leverage ratio test described”
above after giving effect to the transaction, .no’ default ‘exists, and
the surviving-entity is a. US entrty that assumes the CcCo
Heldings senior. notes. - . Ry S

cco H_oldmgs and rts restncted subsrdranes may generally
not otherysnse sell assets or, in the case of reslt ed subsrdrarres
issue equrty interests, unless thej _recelve consrderatron at least

equal to the fair market value of ‘the assets or equity mterests
consisting’ of at least' 75%:ini cash; dssumption-of liabilities, -
securities converted into cash within:60-ddys or productive
assets; CCO Holdings and. its restricted subsidiaries are then
requrred wrthln 365 days after any asset sale erther to commrt to
use the net cash proceeds over a specrﬁed threshold to acqurre
assets mcludmg current assets, used or useful in their businesses
or use the oet cash proceeds to repay debt or to oﬁ'er to
repurchase the CCO Holdrngs semor notes with any rematmng
proceeds.

CGO Holdings-and its réstricted subsidiaries may’ generally
not engage i sale and léaséback transactions unless, at the time
of the transaction, CCO Holdings could have'incurréd secured
indebtedness’in an amount équal to the present value of the net
rental payrients'ts be made under the leise,"and the sale of the

i

investments by' CCcO l—Ioldmgs and its restricted subsidiaries

assets and application of proceeds is permrtted by the covenant
restricting ‘asset sales.

CCO Holdings’ restricted subsidiaries may generally not
enter inito restrictions on their ability to make dividends or
distributions or transfer assets to CCO Holdings on terms that
are materially more restrictive than those governing their debt,
lien, asset sale, lease and similar agreements existing when they
entered into the indentures, unless those restrictions,are on
customary terms that will not matenally impair CCO Holdmgs
abrlrty to. repay. its notes. :

The restrrcted subsrdrarres of CCO Holdrngs are generally '
not permrtted to guarantee or pledge assets to.secure debt of '
CCO Holdlngs, unless the guarantying subsrdrary issues a
guarantee of the notes of comparable priority and tenor, and
waives any. rrghts of rermbursement 1ndemn1ty or subrogatlon ]
arising from the guarantee transaction for at least one year. . .

- The indenture also restricts the ability of CCO Holdrngs
and its restncted subsidiaries to enter into certain transactrons .
with afﬁllates mvolvmg consideration in excess of $15 mrlllon
wrthout a deterrmnatlon by the board of drrectors that the .
transactron is on terms no less favorable than arms length or
transactrons wrth aﬂilrates 1nvolvmg over $50 mrlllon wrthout o
receiving an mdependent opinion as to the farmess of the )
transaction to. the holders of the CCO Holdmgs notes

Cerag

Charter: Cammumc‘alwm Operating, LLC Notes - - - Cotes
On April 27,:2004; Charter Operating and Charter Commumca—’
tions- Operating Capital Corp. jointly issued $1.1' billion of " T
8% senior second-lien notes due 2012 and-$400 million of
8%4% senior second- hen notes due 2014, for total gross proceeds
of $1.5"billion: e

“The Charter- Operatlng notes were sold in a private’
transactron that was not subject to the registration’ requrrements :
of the Securities Act of 1933. The Charter Operating notes'are
not expected to have thébenehit of any exchange or other - " -
registration rights, except in’ specified limited circumstances.

On the issue date of the-Charter Operating notes, becausé
of restrictions contained in the Charter Holdings: 1ndentures
there were no Charter Operatrng note guarantees, even though

: Chaxter Operatrngs unmedrate parent, CCO, Holdmgs, and .
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certain o£ our, subsrdranes were obligors and/ or, guarantors. ,
under, the Charter Operatmg credit facilities. Upon the.occur-
rence of the guarantee and pledge date (generally, the ﬁfth
business day after the Charter Holdings leverage ratio is cemﬁed
to bé'below 8.75 to 1.0), CCO Holdings and thdse subsidiaries
of Charter Operating that are then guarantors of: or otherwise
obligors with respect to, indebtedness under the Charter .
Operating credit facilities and related oblrgatlons will be required
to guarantee the Charter Operatrng notes. The note guarantee
of each such guarantor wrll be:

@ .a senior. obligation of such guarantor;

e structurally sénior fo the outstanding senior notes of CCO
Holdings ‘and CCO Holdings Capital Corp. (except in the
case of CCO Holdings’ riote guarantee, which is structurally
pari passu with such senior notes), the outstanding seniot
'notés of CCH If and CCH 1l Capital Corp., the outstanding
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-senior notes-and senior discount notes of Charter Holdings. -

and the outstanding convertible senior notes of Charter (but
subject te provisions.in' the: Charter- Operating indenture
that permit interest and, subject to meeting the 4.25 to 1.0
- leverage ratio- test;: prmcrpal payments to be made.
-thereon); and:. o oo .

o 'sfiér in right of payment to'any’ future subordmated
indebtedness of such guarantor.
"As*a resulf of the above leverage ratio tést being mét, CCO
Holdmgs and certain of its subsidiaries prov1ded the addrtronal
guarantees described ‘above dunng ‘the first’ quarter of 2005.'
All'the subsrdlanes of Charter Operatmg (except CCO'NR
Sub, LLC, and’ certam ‘other subs1 arles that are not deemed

material and are desrgnated as’ nonrecourse subsxdxarres under

the Charter Operatmg credit facﬂltles) aré restrrcted subs1d1a11es '

of Charter Operatmg undeér the Chiarter Operating’ notes.
Unrestrrcted subsrdtanes generally will not be subject to the
restrictive covenants in the Charter Operatlng mdenture

Operatrng must oﬁ'er to purchase the Charter Operatmg notes at
a purchase prlce equal to 101% of the total prmcrpal amount of
the Charter Operatmg notes repurchased plus any accrued and ‘
unpaid interest thereon b

The lumtatrons on incurrefice of debt contamed in the ©

indenture governing the,Charter. Operating.notes permit-Charter
Operating and its restricted subsidiaries that‘are guarantors:of
the Charter- Operating notes to incur-additional debt or i_s‘sue, -
shares of preferred 'stock if, after giving pro forma effect to the
incurrence, Charter Operating could meet a leverage ratio test -
(ratio of consolidated debt to four times EBITDA, as defined,
from the most.recent fiscal quarter for which mtemal financial
reports are-available); of 4.25 t0.1.0. - T

. .In-addition, regardless. of, whether the leverage ratro test

could be met, so;long as no default exists or-would result from -

the incurrence or-issuance,:Charter; Operatmg and. its restncted
subsidiaries, are .permitted. to incur or.issue:.

® up to $6:5 billion of debt under credlt facilities (biit such’
mcurrence i perrmtted only: by Charter Operatxng and its’
restricted subsrdlanes that are guarantors ‘of the Charter .
Operating notes, so'long as there ‘are such’ guarantors)
mcludmg debt urider credit facﬂltles outstandmg on the
of the Charter Operatmg notes ' Y

) 9 up to $75 rnl _;on of debt 1ncurred to ﬁnance the purchase

;01 mpltal lease of. assets

e up to $300 million of addrtronal debt for any- purpose and

. 0 other 1tems of mdebtedness for specxﬁc purposes such as _‘

' reﬁnancmg ‘of existing debt and interest rate swaps t to "

provide protection against fluctuation in interest rates and,”
subject to meeting the leverage-ratio test, debt existing at
: ~ the time of acquisition of a restricted subsidiary. . = .

. The Charter Operating 1ndenture provides that, Charter
Operatmg will .not pay, or. perrmt its subsrdranes to pay, any
interest.or. pnncrpal on $361 mrlhon of intercompany loans..
recelved by it and its substdlanes in Noyvember 2003 from cco

“f'the evént of specrﬁed change of conitrol ‘everits, Charter

Holdings, all of which shall-become a common equity capital.i ./
contribution to Charter Operatmg on the guarantee and pledge
date. a

. The indenture governing the Charter Operatmg notes .
pernuts Charter Operating to incur debt under one, of the
categories above, and later reclassrfy the debt 1nto a dlEerent
category. The Charter Operatlng ‘credit facilities generally
impose more restrictive limitations on incurring new debt than
the Charter Operating indenture, so our siibsidiaries that are
subjéct to the Charter-Operating credit facilities are not- "~
permitted to utilize the full debt incirrence that would ="
otherwise be available under the Charter Operating indentute
covenants, :

Generally, under Charter Operatmgs mdenture Cha.rter
Operating and its restricted subsidiaries are permltted to pay
dividends on ‘equity interests; repurchase interests,” of make other
specified restricted payments only if* Chafter’ Opeériting’ could
incur $1.00 of new debt under the’ leverage ratio ‘test, which’
requues that Charter Operatmg meet a 425° 'to1.0 leverage ratxo
after giving efféct to the transactron “and if io*defdult exrsts or
would ‘exist as a- consequence ‘of such mcurrence Ifthose
condmons are met, restricted payments are permltted m a’ total
amount of i up to 100% of Charter’ Operatmgs consohdated
EBITDA, as’ defined, minus 1.3” tifres 'its consolidated mterest
expense, plus 100% of riew ‘cash ‘and’ apprarsed non-cash ‘equity™
proceeds received by Charter Operatmg and not' allocated to the
debt incurrence covenant, all cumulatively from the ﬁscal quarter
commencéd April 1; 2004 plus $100 million, ¢ L

In"addition, Chartet’ Operatmg may ‘'make dtstnbutrons or =
restricted: payments 'so long as no default ex1sts or would be
caused by the transactlon SR i

[T

hd to repurchase management equrty mterects m amounts not
to exceed $10 million per fiscal year; .

. regardless”of the existence ‘of any ‘default,‘ ito:’pa"y pass: - :
through tax liabilities in' respect of ownéershiptof equity:” 1
interests in Charter Operatmg or its restrlcted subsadranes, i

":to pay, regardless of the ex1stence of any defaultz‘mterest .
'when due on the Charter Holdmgs notes, the CC N
‘ Holdmgs notes, and our notes o

© to pay,so long as there is no default interest oni. the
Chatter:convertible motes; "~ w0 v own mroaslivuess

® to purchase, redeem &¢ refinance. the’ Charter Holdlngs o
" notes, our notes, the CCO Holdmgs notes the Charter e
“notes, and other dxrect or indirect parent company notés,”
S0 long as Charter Operatmg could incur $1 00 of mdebted—
ness “under the 4. 25 to 1.0 leverage ratro test referred to
above and theré is no defatlt, of - o

¢ .to.make other specified restricted payments mcludmg
- merger fees.up to 1.25% of the transaction value, repur-, .. -
-chases using concurrent new.issuances, and certain divi-
dends on:existing subsidiary preferred equity interests.
. The;indenture. governing the Charter Operating.notes ...«
restricts Charter Operating and its restricted subsidiaries from
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making investments, except specified permitted investments, or

creating new unrestricted subsidiaries, if there'is a‘default undef

the indenture or if Charter Operating could not:incur.$1.00-of -
new debt under the 4.25 to 1.0 leverage ratio test described -
above ‘after giving effect to the transaction. - .- '~

¢ =L Permitted: mvestments include:.

. mvestments by Charter Operatrng and its restrrcted subsxdl—

anes in. Charter Operatmg and in other restrrcted sub 1dlar—

' 1es, or entities that become restrlcted subsrdranes as a result
of the mvestment, o

1,
ool

. mvestments aggregatmg up to. 100% of new cash equtty
proceeds received by Charter. Operating since; April 27,
2004 to the extent the proceeds have not been allocatedj to:
the restricted payments covenant described above,

:#. other:investments up to $750 rmlhon outstandmg at any
time, and -, . .. e L e

“» certam specrﬁed ‘additional invéstments, such ‘a5’ mvestments
in ‘customeérs‘'and supplrers in the ordmary course of
busrness and investments recerved i connectron \mth
permitted asset sales. - e VTR
Charter’ Operatmg and its- restncted subsrdlanes dre not-

permitted to grant fiens seniior to’the liéns securing the Charter
Operating notes, other than ‘permitted liens! 6n therr assets to-
secure indebtedness or other obligations; if, after grvmg effect to
such’ iéurréficé, the senior secured: léverage ratic "(generally, the:
ratic' 6f "obhgatrons ‘secured by first priority lienis to ‘four trmes '
EBITDA,; as defined, from’ the most recent fiscal’ quarter for ~ ~
which ititernal financial reports are available) would exceed 3.75
to 1.0. Pérmitted liens include liens securing indebtedness'and -
other obhgatrons under permitted credit facilities; liens' securmg
the purchase pricé: ‘of new assets, liens’ seclifing' amounts up to
$50 million, and hens incurred in the ordmary course of
busmess SR ‘ b

' Charter Operatmg and Charter Communicitions Operatmg
Capital Corp, its co-issuer, are generally not pérmitted to" sell all
or’substantially all of their assets or merge ‘with or into other*"
compames “unless their leverage ratio ‘after-any such transactron
would be'no greater than their leverage ratio immediately” priof
to the ‘trdnsaction, or-unless Charter Operating and-its subsidiar-
ies could incur $1.00 of new debt under the 425 to 1.0 leverage
ratio-test described abové after giving effect to the transaction,
no default*exrsts and the surviving entrty is a US entrty that
assumes the Charter Operating notes. -

“-Chartér Operating and its restricted subsidiaries’ generally
may not’ *otherwise sell assets or, in the ‘case of restricted
subsidiaries, issue equity interests, unless they receive considera-
tion ‘at’ least "equal to' the fair market value of the assets or equity
interests, consrstmg ‘of at least 75% in’cash, assumption of
liabilities, securities converted: into cash withinr 60° days or
productlve dssets.' Charter Operating and its restricted subsidiar-
ies’ are then required within 365 days after any asset'sale either
to coinmit'to use the net-cash’ proceeds over a specified
threshold to acquire assets, including current assets, used or
useful in their businesses or use the net cash proceeds to repay

debt, or tosoffer.to. repurchase the: Charter Operatlng‘notec ‘with
any remainingproceeds. " . ” o

- Charter Operating and its; restrrcted sub51d1a.r1es may
generally not.engage: in sale and leaseback transactions unless, at
the time of the transaction, Charter- Operating could:have
incurred: secured indebtedness in an amount equal to the present
value of the net rental payments to be made under the lease,
and the sale.of the assets:and application of proceeds: is
permitted. by: thé covenant ‘restricting asset sales. .

v Charter Operatmgs restricted subsidiaries may generaﬂy not
enter into restrictions ‘on their ability to make dividends or -
distributions or transfer assets to.Charter Operating on*terms -
that are materially more restrictive than those governing their."
debt;lien, ‘asset sale, lease and:similar agreements ‘existing-when:
Charter Operating éntered.into the inderiture governing the ..
Charter:Operating senior second-lien notes. unless. those restric-?
tions are:on customary terms:that will not.materially- impajr
Charter Operating’s abrlrty to repay the Charter- Operatmg
notes. © i 1l g, . R

The restricted: subsrdlarres of Charter Operatmg are ‘gener-:
ally not permittéd to guaranteeror pledge-assetsito. secure. debt
of Charter Operating,-unless'the-guardntying subsidiary issues.a:
guarantee of the notes of comparable priority: and -tenor,"and* 3.:
waives any rights of rermbursement, indemnity or subrogatron
ansmg from the guarantee transactxon for at least one year..

The mdenture also rest i 's the abrhty of Charter Operatmg
and its restncted subsidiari ,_to enter mto certam trans ctic !
with affiliates mvolvmg consideration in excess of $15 rmlhon
without a deterrmnatlon by the board of directors*that thé
transaction is on terms no less: favorable than arms—length or
transactrons wrth aﬂihates mvolvmg over $50 mrlhon w1thout

transaction to the- holdérs of the Charter Operating notes. = ¢

" Charter Operatrng and'its restricted subsididties'are gener—
ally not permrtted to transfer equity interests in restricted /7
subsidiariés uriless the transfer is of all of the equity’ interests in”
the restricted Subsidiary ‘or the réstricted subsidiary remains ar
restricted subsrdrary and net proceeds of the équity sale are” ™
applred in accordance with“the asset sales Covenant. '

Untrl the guarantee and plédige date, the Charter Operating
notes ‘are ‘sectiréd bya second—pnorlty lien-on all of Charter-
Operating’s assets ‘that ‘séciire the obligations of Chartér- Operat—
ing under the- Chartér Operatmg credit facility and specified "
related obhgatrons The collateral secures the ‘dbligations of’
Charter Operatmg with respect to the 8% senior second-lién-
notes due 2012 and the 8¥#% senior second-lien notes due 2014
on a ratable basis. The collateral consists of substantially all’of
Charter Operatmgs assets in which security interests may be "
perfected under the ‘Uniform Commercial Code by filing'a’
financing statémént (including capital stock and mtercompany
obligations), mcludmg, but not limited to:

e all of the caprtal stock of all of Charter Operatmgs direct .-
‘ subsrdranes mcludmg, but not hmrted to, CCO NR
Holdmgs, LLC; and O
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-1,8.all intercompany obligations ‘owing-to;CharteftOperating -

including, but not limited to, intercompany .notes. from

CC VI.Operating, CC VIII-Operating and Falcon,-which

.. notes are supported by the same guarantees: and:collateral

that supported these subsidiaries’ crédit facilities prior to

the amendment and restatement of the Charter Operatmg

_credit facilities: - wr

On and: after. the guarantee - and pledge date the collateral
for the Charter Operating notés:will consist of all of-Charter
Operating’s and. its subsidiaries’ assets that;secure: the obligations
of Charter.Operating or any -subsidiary of-Chartei .Operating
with respect to the-Charter Operating:credit facility and the
related obligations or- certain other indebtedness on such date. It
is:currently- contemplated that;; as. of the guarantee:and pledge -
date, such collateral will consist of the capital stock: of Charter: -
Operating -held:by CCO Holdings;:all -of the intercompany, . ..
obligations owing.to CCO‘Holdings by Charter Operating or .. :
any subsidiary-of Charter Operating, and:substantially-all of- . i
Charter Operating’s and the guarantors’ assets (other than the .
assets of CCO:Holdirngs)-in which: security:iinterests;may be
perfected under: the Uniformi Commercial: Codé:by filing a
financing statement (including: capital stock-and:intércompany ..
obhgatlons) mcludmg, but not:limited to: . fe b

o with certair exceptlons all capxtal stock (hmxted in the’ case
of caprtal stock of forergn subsididries, if aniy, to 66% of the

' capltal stock ‘of first tier forergn Subsndtanes) ’held by
peratmg or any guarantor, and

: Fhea :
. w1th certam exceptlons all. mtercompany obhgatrons owmg
-.to Charter Operating or any guarantor., .- .
.In addition, within a time frame specified under t.he Charter
Operating credit facility (45 days after Charter Holdmgs satisfies.
the Leverage Condition, as defined),. Charter Operating w1ll be
required to.redeem, or cause to be redeemed, in,full the notes
outstanding-under the CC V indenture., cC V Holdings, LLC
has called for.redemption all of its outstanding notes, which .
would satisfy this requirement. See -~ CC, V. Holdmgs, LIC.
Notes.” Within five business days. after the redemption, and
provided that such Leverage Condition remains satisfied, CC A2
Holdings, LLC and its subsidiaries will be requlred to guarantee
the Charter Operating credit facdxty and the related obligations
and to secure those guarantees with first-priority. hens and to

second, lren notes .__vvlth second—pnonty hens onisubstantrally all
of their assets in which security interests may be_’perfected .
under the Uniform Commercial Code by filing a financing
statement (including capital stock and intercompany obliga-
tions). In addition, if Charter Operating or its subsidiaries
exercise any option to redeem in full the notes outstanding .
under the Renaissance indenture, then, provided that the .
Leverage Condition remains satisfied, the Renaissance entities
will be required to provide corresponding guarantees of the
Charter Operating credit facilities and related oblrgatlons and
note guarantées and to secure the Charter Opérating notes and
the Charter Operating credit facilities and"related obligations
with corresponding liens.

- In the event that additional liens are granted by Charter' .
Operating or;its: subsidiaries, to secure obligations under the ..
Charter Operating credit facilities or the related obligations, -
second-priority liens on the same assets will be granted to .
secure the Charter Operating notes, ‘which liens will be subject:.,
to the provisions of an intercreditor agreement. Notwithstanding
the foregoing sentence, no such second-priority, liens need be
provrded if the trme such liens would otherwise be granted is
not durmg a guarantee and. pledge avallabnhty penod (when the
Leverage Condition is satisfied), but such second- pnonty liens
will be requlred to be provided in accordance with the foregoing
senténce on or*prior to the fifth business day. of the commence-
ment of the ‘next succeedmg guarantee and pledge avaxlabthty
period.-ii f T i o

ccr Hoidmgg,’LLc Notés
On Décembei 10, 1998, CC V Holdings, LLC, formerly known
as Avalon Cable LLC, and CC V Holdings Finance, Inc. -
(formerly, Avalon. Cable Holdings Finance, Inc.).(collectively the
“CC V Issuers;).jointly issued. $196.0-million total principal
amount at maturity of, 11.875% senior drscount notes due 2008.
On July 22, 1999, the issuers exchanged $196. 0, mlllxon of the
original issued .and outstanding CC V: Holdmgs notes for -,
substantially.identical to.the original CC V Holdings- notes
except that they. are reg1stered under the Securities Act..
. The CC, Y. Holdings notes are guaranteed. by certam

'subs1d1ar1es of cc \ Holdmgs .The Charter Operatmg credlt‘ ]

facrh__tr\esﬂj require us, to redeem the CC-V. Holdings notes v_wthm
45 days after the first date that the Charter Holdings leverage -
ratio is less than 8,75 to.1.0. In satisfaction of this requirement, .
CC V, Holdings, LLC has called for redemption all of its
outstanding notes, at. 103 958%of principal amount, plus -
accrued and unpaid, interest to the date of redemptlon which is
expected to be. March .14, 2005.

In the event of specified change of control events holders
of the CC V Holdings notes have the right to sell their CC 'V
Holdings notes, to :t,_hev issuers.of the CC V Holdings notes at . .
101% of the total principal amount of the-CC V Holdings notes,
plus:accrued and unpaid interest, if any, to the date of purchase.
Our acquisition of Avalon triggered this right. In January 2000, .
we completed change of control offers in which we repurchased
$16.3 million total accreted value of the 11.875% notes at a
purchase price of 101% of accreted value as of January 28, 2000.

On-December 1, 2003, the issuers redeemed at par value an
amount equal to $369.79 per $1,000 in.principal amount at
maturity of each senior discount note then outstanding. Based
on the amount outstanding on December 1, 2003, the redemp-
tion amount was $67 million. ‘

- There were no.current payments of cash mterest on the
ccv Holdings notes before December 1, 2003. The CC V
Holdings notes accreted in value at a rate of 11.875% per year,
compounded semi-annually, to a total principal amount of -
$180 million .on December 1, 2003. At December 31, 2003, after
principal repayments in the. fourth quarter of 2004, the total




| =

Ir o

rfter

CHARTER COMMUNICATIONS, INC.

- 2004 FORM 10-K

principal amount outstanding was $113 million. Since Decem-
ber 1, 2003, cash interest on the Avalon notes: - T

@ accrues at the rate of 11.875% per year on the pnncrpal
amount at maturlty, and . . < .

® is payable seml-annually in arrears on june 1 and Decem-
ber 1 of each year, commencmgjune 1, 2004.

* The limitations on incufrénce &f débt contained in the
indenture governing the CC 'V 'Holdings riotes permit the CC V
Issuers and their restricted subsidiaries toincur additional debt
or.issue shares of preferred stock;-so long as we are-not in-
default under the; CC V Holdings indenture;; .

» if, after giving effect to the incurrence, the CC V Issuers
~ could meet a léverage ratio (ratio of consolidated debt to
four times cofisolidated cash flow from the most recent
quarter) of 6.5 to 1.0, and, reg-ard]ess of whether the
leverage ratro could be met,

® up to approxunately $346 mrlhon of debt under a credlt _- |

‘ facrhty,

® up to-$10 million of debt incurred to ﬁnance the purchase ’

of new assets,
. 'up to $15 mrlhon of addmonal debt and

- » other items of indebtedness for spec1ﬁc purposes such as
- intercompany debt, refinancing of éxisting-debt and-interest
|- rate swaps to provide protectxon agarnst ﬁuctuatlon in -
- -interest rates: -

The.indenture governing the CcC V Holdmgs notes permlts_

the CC V Issuers to.incur debt under one of the. categories

above, and reclassify the debt into a different category.
::Under the indenture governing the CC V-Holdings notes,

the CC V Issuers and their restricted subsidiaries are permitted

to pay dividends. on equity interests, repurchase:-interests, make -

restricted investments, or make other specified restricted pay-
ments only if CC-V. Holdings could, after giving effect: thereto,
incur $1.00 of additional debt under. the leverage ratio test,.

which would require that the CC V Issuers meet the 6.5t0.1.0. -

leverage ratio of the indebtedness covenant and no default .-
would exist or result as a consequence thereof. If those
conditions are met, the CC V-Issuers and their restricted

_subsidiaries are permitted to make restricted: payments in a total

amount not to exceed the result of 100% of the CC V. Issuers’
consolidated cash flow, minus.1.4 times-their consolidated
interest expense, plus 100% of new equity proceeds received by
the CC.V Issuérs, plus returns on certain: investments, all . -

cumulatively from-January 1;:1999. The CC V.Issuers and their-

restricted- subsidiaries may make permitted irivestments up to.

$10 million-and other specified permitted investments, restricted’

payments-up to $5 million, and other- specified restricted .
payments without meeting the foregoing test:

%+ The CC ¥ Issuers-and their restricted subsidiaries are not . .

permitted to grant liens on their assets other than specified -
permitted.liens. Permitted liens include liens securing debt
permittéd by the covenant limiting incurrence -of debt, liens .
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securing amounts up to the greater of $15 million or 5% of fotal
assets, certain existing-liens and specified - hens 1ncurred in .the
ordinary course of business. , :

The CC'V Issuers ‘are generally not pexmltted to sell or
otherwise dispose of all or substantially all of their assets. or
merge with or into other companies unless the CC V Issuers
and their subsidiaries could. incur $1.00 of additional-debt under
the leverage ratio test described above, after giving effect to the
transaction. -

The.CC V.Issuers dnd their subsidiaries may generally not
otherwise sell-assets or,in -the case of restricted subsidiaries, -
equity .interests;.unless they receive consideration at least equal
to the fair market: value of the assets or equity interests, with at
least 75% of the ‘¢onsideration for such sale consisting of a
controlling interest in a permitted business or assets useful in'a
permitted business or cash, assumption of liabilities or securities
promptly converted inito cash: The CC V Issuers and their
restricted  subsidiaries-are then required within 360 days after
any :asset sale-eithér to-commit to use the net cash.proceeds
over a specified threshold either to acquire assets; including
controlling assets:in’permitted businesses; make capital expendi-
tures or use the net cash proceeds to repay:debt, or to offer to
repurchase the:CC.V- Holdmgs notes with any remammg
proceeds: i :.. ;s ' -

- The CC VzIssuers. and their restrlcted subsrdlanes may not
engage in sale and leaseback transactions unless, at the time of
the transaction,; the:applicable CC V Issuer or restricted -~
subsidiary could have inc¢urred indebtedness under the leverage
ratio test described above:in an amount equal to the present "
value 6f the net rerital payments to be made under the lease, the
gross proceeds. of the:sale are‘at least equal 'to the fair market
value of the:subjéct property; and the sale of the assets and -
application-of proceeds.is perrmtted by the covenant: restnctmg
asset.sales. "~ : .

The CC V Issuers’ restricted subsrdxanes may not enter into
restrictions on their abilities to ‘make dividends or. distributions
or transfer assets to.the-CC V-Issuers except under documents -
governing debt; asset sales, leases and like transactions. penmtted
by the indenture; - : co ‘

The restricted: subsrdlanes of the CCV Issuers are generally
not permittedto guarantee. or. pledge assets to-secure debt of.
the €C V. Issuers; unless the guarantying subsidiary issues a
guarantee of the CC V Holdings notes, and waives any rights :of
reimbursement, indemnity or subrogatron ansmg from the
guarantee transaction. : :

" The CC V. Issuers and their restncted subsrdranes are -
generally not permitted ‘to transfer equity interests in restricted
subsidiaries unless the transfer is of all of the equity interests in
the res'mcted subs1dlary or the restncted subsrdla.ry remains a
restricted subs1drary and net proceeds of the equrty sale are
applred in accordance w1th the asset sales covenant. Restricted
subsidiaries of the CC V Issuers are not permitted to issue
equity interests if as a result, ‘the i lssumg subsrdlary would no
longer be a restrrcted subsrdrary

The indenturé ‘governing the CC V Holdings notes also
restricts the ability of the CC V Issuers and their restricted
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subsidiaries. to. enter into certain transactions with affiliates -
involving over $2:5 million without a determination by.the
board of directors that the transaction-is-on; terms:no-less
favorable than arms length, or:transéctions«with?aﬂiliates
involving consideration in excess of $10. miillion: with affiliates *
without receiving an independent opinion as to the fairness.of
the transaction to the holders of the CC: V Holdmgs notes. . : -

Renaissance Media Notes

.The 10%.senior discount notes due:2008 were issued :by

Renaissance Media (Louisiana) LLC, Renaissance -Media (Ten-. -

nessee) LLC and Renaissance Media Holdings Capital Corpora-
tion, with Renaissance Media Group 'LLC:as guarantor:and the -
United States Trust: Company of New.:York-as-trustee.. Renais- -
sance Media Group LLC, which is the direct or indirect: parent. .
company of these issuers, is now a subsidiary of Charter. -
Operating.: The Renaissance 10% notes and the: Renaissance
guarantee are unsecured, unsubordinated - debt of: the:issuers and
the guarantor, respectively. In October 1998; the issuérs of the
Renaissance -notes exchanged $163 ‘million of'the original issued
and - outstanding Renaissance notes for an-equivalent valué:ofi ..
new Renaissance notes.- The form and:terms of:the'new. .
Renaissance notes are the same: in all material réspects as the-
form and terms of the original Renaissance notes except-that the
issuance of the new Renaissance notes. was regwtered under the
Securities Act. » B

There was no payment of any interest-in-respect.of the
Renaissance: notes prior. to October 15, 2003. Since. October 15, .
2003, interest on the Renaissance notes is:payable semi-annually
in arrears in cash.at a'rate of 10% per year.-On;April 15, 2003;:
the-Renaissance notes became, redeemable-at the option of the . .
issuers thereof, in whole or in part, initially at 105% of their
principal amount at maturity, plus accrued-interest;, declining to
100% of the principal amount at matunty plus accrued 1nterest
on or after April 15, 2006. L

~Our acquisition of Renaissance tnggered change of control.
provisions of the Renaissance notes that required us to.offer to
purchase the Renaissance notes at a purchase price equal to
101% of their accreted value on the date of the purchase, plus
accrued interest, if any. In May 1999, we made an offer to -
repurchase the Renaissance notes, and holders:of Renaissance -
notes representing 30%. of the total principal amount outstand- .
ing .at' maturity tendered their Renaissance notes for repurchase..-

The: limitations on incurrence of debt contained in the . .
indenture governing the Renaissance notes permit Renaissance .
Media Group and its restricted subsidiaries- to incur additional
debt, so long as they are not in default under the indenture:

e if, after giving effect to the incurrence, Renaissance Media '~
Group could meet a leverage ratio (rat{o:'of Consolidated
debt to four times consolidated EBITDA, as defiried, from "™

. . the most recent quarter) of 6.75 to 1.0, and regardless of
whether the leverage ratlo cou]d be met, ‘ :

& up to the greater of $200 million or 45. nmes Renalssance _
Media Group’s consolidated annualized EBITDA, as -
defined, . ‘
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¢.yp:to-an amount equal to 5% of Renaissance Media
Group's consolidated total assets to finance the purchase of
new assets

€ up to two times the sum of (a) the net cash proceeds of
new equity issuances and capital contributions, and (b) 80%
of the fair market value of property received by Renaxssance
Media Group or an issuer as a capital contnbutlon in each
case received .after the issue date of the Renaissance notes
and not a]located to. make restncted payments and .

s ‘other items of indebtedness for specific:purposes such‘as™ -
intercompany debt,: fefinancing-of exrstmg debt and interest -
rate swaps to provide: protection against fluctuation -in-
mterest rates. - . o
The mdenture govemmg the Renaxssa.nce notes penmts us

to incur. debt under one.of the categories above, and reclassrfy
the debt into a; dlfferent category. o -

Under the indenture govermng the Renarssance notes :
Renaissance Media Group and its restncted subsxdlanes are
permitted to pay ‘dividends ‘on equity intérests, repurchase
interests, make restricted investments, or make other spécified
restricted payments only. if Renaissance Media Group could.
incur $1.00 of additional debt under the debt incurrence test,
which requires that Renaissance Media Group meet the 6.75 to

1.0 leverage ratio after giving effect to the transaction of the

indebtedness ‘covenant: and that no default exists or would.occur
as-a consequence thereof.. If those conditions are met, Renais-
sance Media Group and its restricted subsidiaries are permitted
to make restricted payments in a total amount not to: exceed the
resultiof 100% of Renaissance Media Group’s consolidated &
EBITDA, as'defined,: minus 130% of its consolidated-intérest
expense, plus 100% of new cash equity proceeds. received by*:: .
Renaissance Media Group and not allocated to the .indebtedness
coverant, plus returns on certain investments, all cumulatively ..
fromJune 1998. Renaissance Media Group and its restricted -,
subsidiaries ' may. make. permitted investments<up.to. $2 'million in
related businesses:and other specified permitted investments;:»
restricted payments up to $10 million, dividends up'to 6%-each ::

year of the net cash proceeds of public equity offerings, and -

other specified: restrlcted payments without meetmg the forego~
ing test. RS ‘
Renaissance- Medla Group and its. restncted sub51d1anes are -
not. permitted to grant.liens on their assets other than:specified -
permitted: liens, unless corrésponding: liens are granted to secure:
the Renaissance notes: Permitted liens include-liens. securing .
debt permitted to.be incurred under credit facilities, liens
securing debt incurred under: the incurrence of indebtédness. test,
in'amounts up: to the greater of $200 million or 4.5 times:: - «:
Renaissance Media Group’s consolidated EBITDA, ds' defined,
liens as deposits for acquisitions up to 10% of the'estimated: . °
purchase price, liens securing permitted financings of new:assets;
liens securing debt permitted to be incurred by restricted =7 o
subsidiaries, and spec1ﬁed liens incurred in- the ordinary course
of business." T : I Y
Renaissance Media Group: and the issuers of the Renals-
sance -notes are generally not permitted to sell or otherwise : ¢

'
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dispose of all or. substantially-all of their assets or merge with or
into~other companies unless their consolidated net worth after
any: such transaction’ would be no greater than their' consoli-
dated net worth immediately prior to the transaction, -or unless
Renaissance.Media Group could incur $1.00 of additional debt
under the debt incurrence- test; which would require-them:-to
meet a leverage ratio- of 6. 75 to 1.00 after gwmg eﬂed to the
transaction:-’ : S oy

-7 . Renaissance Medra Group and its subsrdranes may gener—
ally not:ctherwise sell assets.or; in thé case of subsidiaries;:
equity interests; unless.they réceive consideration at least equal‘
to the:fair:market value of the-assets, consisting of at-least 75%
cash,:temporary cash investments ‘or ‘assumption-of debt.
Charter. Holdings ‘and its restricted subsidiaries' are 'then required
within 12 'months after any’dsset sale either to commit to use -
the neticash:proceeds over-a-specified threshold either. to + i
acquirerassets used- in their.own: or related businesses or ‘use the.
net:cash proceeds to repay debt; or to offer to repurchase the"
Renaissance notes with'any ‘rémaining proceeds. * vt < ‘

" -Renaissance MediaGtoup and its restricted: subsidiaries -
may generally. not.engage'in- sale ‘and-leasebdck transactions -
unless-the leasé term: does not exceed three years or the : + ..
proceeds-are applied in. accordance wrth the: covenant lrmrtmg
asset:sales. e o

- Renaissance Medra Group s resmcted subsrdlarles may
generally not enter into restrictions:-on their. abilities-to’ make .. -
dividends:or: distributions or transfer:assets to:Renaissance' +
Media Group: except those not ’more‘;restriot'ive than g =ew
customiary in comparable financings:: '« RS Sl

The restricted subsidiaries of Renarssance Media Group are’
not permitted to-‘guarantee or pledge assets to secure debt of
the Renaissance.Media:Group or its restricted subsidiaries, = -
unless:the glarantying subsidiary .issues a guarantee ofithe = -.
Renaissance notes of comparable priority and tenor; and waives
any rights of reimbursement, mdemmty or subrogation arising
from the guarantee transaction.

Renaissance Media Group and its restrrcted subsrdranes are
generally hot permitted‘to-issue-or- séll- equrty interésts in -
restricted subsidiaties; eXcept: §ales of common' stock of * ©
reétricted subsidiaries so'longas the proceeds-of:the sale re
applied in accordance.with the asset sale covenant, and.
issuances as.a, result of whrch the resmcted subsidiary is no
longer a restricted subsidiary and any remaining investment in
that subsidiary is permrtted by the covenant limiting restricted

‘ payments y - S : : .

i-:The indentare govermng the Renalssance notes also
restricts the ability of Renaissance:Media Group and its .
téstricted subsidiariés-to enter .into certain transactions with
affiliates involving consideration in excess of $2 million without :
a determination by:the-disinterested membersiof the board of -

: clirectors.,that;t,heotransa‘ction, is-on terms no-less favorable than
" -arms-length, -or transactions.with affiliates involving over. .-

$4 million -with affiliates without receivirig an independent
opinion as to the fairness of. the transaction to Reualssance
Media Group. . ;
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»All of these covenants are subject to additional specified
exceptions: In general, the covenants of our subsidiaries’ credit -
agreements are more restrictive than those of our indentures!

CROSS- DEFAULTS

Our mdentures and those of certain of our subsrdranes mclude
various events of default, including cross-default | prov1srons e
Under these provisions, a failure by any of the i 1ssuers or any of
their restrrcted subsidiaries to pay at the final matunty thereof
the pnncrpal amount of bther- mdebtedness havrng a prmcrpal
amount of $100 million or more {or any other default under any
such’ mdebtednecs resultmg in its acceleratxon) would result' m
an evént of default under the indenture’ govemmg the’ appllcable
notes. The Renaissance indenture contains a similar ‘cross-défault
provision with a $10 million threshold that applies to;the issuers
of the Renaissance notes and their restricted subsidiaries. As a '
result, an event of default related to the failure to repay pnncrpal
at maturity or the acceleration of the indebtedness under the *
Charter Holdings notes, CCH II notes, CCO Holding notes,
Charter Operating notes, the Charter Operating credit facilities
or the Renaissance notes cotild cause cross-defaults under our
subsidiaries’ indentures.

RELATED PARTY TRANSACTIONS <+~ =+~ -7 = 7w

See “Item 13. Certain Relationships and Related Transactions —
Business Relationships” for information regarding related party
transactions and transactions :with other parties with whont we
or our: related parties may have a relationship that enables the
parties to negotiate terms of material transactions that may not
be available from other; more clearly mdependent partres ‘on an
arms length basis. SR

CERTAIN TRENBS AND UNGERTAINTIES

The following " discussion highlights a number of trends and
uncertaiities; in addition to thése discussed elsewhere in’ thrs
annual ‘report and in ‘other documents that we file with’ the
SEC, that Could materially impact out’ busmess, results of
operatxons ‘and financial cond1t10n S
" Substantial Léverage. We have' a srgmﬁcant amount of
debt. As of December 31, 2004, our total debt was approx1- \
mately $195 billion. In 2005 '$30 million of our debt matures”
and'in 2006, an ‘additional $186 iillion matures. In 2007 ahd""
beyond, significant additional amounts will become due under ™’
our remaifiing obligations; We believe that as a result of our
significant levels of debt and operating performance, our acéess
to the debt markets ‘could be limited when' substantial amourits -
of our indebtedness become due. If our business doés not
generate sufﬁcrent cash flow from operating activities, and
sufficiént funds areé ot available to us from borrowings under =~
our credit facilities or from other sources,'we may n6t be able to
repay our debt, fund our other liquidity and capital ‘needs,” grow
our business or respond to competitive challenges. Further, if we
are unable to repay or refinance our debt, as it becomes due, we
could be forced to restructire our obligations or seek protection
under the bankruptcy laws. If we were to raise capital through
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the issuance of additional equity -or if we were to engage in a
recapitalization. or other similar transaction, our shareholders
could suffer significant dilution and our noteholders might not
receive principal and interest payments to which they are
contractually entitled on a timely basis or at all. For more -
information, see the section above entitled “Liquidity and
Capital Resources )
Restnctlve Covenants The credit facilities of our sub—‘

sidiaries and the mdentures govemmg our and our subsidiaries’
other debt contam a number of 51gmﬁcant covenants that could
adversely affect our ablllty to operate our business, and therefore

could, adversely affect our results of operatrons and the price of
our Class A common stock These covenants restrrct our and
our subsrdlanes abrlrty to:

: ®:incur additional debt;’
0 repurchase or redﬁeempe'du'i‘ty interests and debt;
® issue equity; .

° make certam mvestments or acqursrtlons,

pay dlvrdends or make other dlstnbutlons,
® dispose of assets or merge;
¢ enter into related party transactions;,
. g-rant liens; and '

® pledge assets. - IR : S
Furthermore, our: credit facilities: require: us to, among: other
things, maintain specified financial ratios, meet specified financial
tests and ‘provide audited financial statements with an unquali-
fied -opinion from our independent auditors. See “Description of
Our QOutstanding Debt” for details on our debt covenants. Our -
ability to comply with these prov1s10ns may be affected by
events beyond our control.
 The breach of any covenants.or oblrgatrons in the

foregomg mdentures or credrt famhtres not othervwse walved or
amended, could result ina default under the appllcable debt »
"lgreement or instrument. and could tngger acceleratron of the
related debt, which i in turn could trigger defaults under other
agreements governing our long-terrn mdebtednfss In addltron
the secured lenders under the Charter Operatmg credit facxlrtres
and, the Charter Operatrng senior second lien notes could - .
foreclose on their collateral, whrch includes equity mterests in
our subsrdlanes, and exercise other rights of secured credltors
Any default under those credit facrlrtres, the mdentures gov-. .
erning our, convertlble notes. or our substdlanes debt could
adversely affect our growth, our ﬁnancral condltron and our,,
results of operations and our abllrty to make payments on our
notes and the. credit facilities and other debt of our submdrarles‘
For.more lnformatron see the section above entltled fe quurd-
ity and Capltal Resources ) :

. Liquidity. Our busmess requtres srgmﬁcant cash to ﬁmd:
capltal expenditures,. debt service costs and ongoing operations.
Our ongoing operations will depend on.our abrllty to generate .
cash and to secure ﬁnan_cmg in.the ﬁrtulre_‘ . o e .

We have historically funded liquidity and capital require-
ments' through cash flows from operating activities, borrowings:.
under our credit facilities, issuances of debt and equity securities:
and cash on hand. S :

Our ability to operate depends upon, among. other thlngs, ‘
our continued access to capital, including credit under the
Charter.Operating credit facilities. These credit facilities are
subject to certain restrictive covenants, some of which réquire us
to maintain specified financial ratios and meet financial. tests and
to provide audited financial statements with an unqualified -
opinion from our independent auditors.As of December 31,
2004, we ‘were in compliance with-the covenants under our
indentures and under. the credit-facilities-and indentures of our ..
subsidiaries, and-we expect to remain. in-compliance with:those :
covenants for the next twelve months. If our. operating . .
performance results in non-compliance with these-covenants, or,
if any of certain, other events of non-compliance under.these. : -
credit facilities or indentures governing-our debt occurs, funding.
under the credit facilities.may not be available and. defaults.on- -
some or potentially all of our debt:obligations could :occur.’/An
event of default under the credit facilities or_indentures, if not....-
waived, could result in. the acceleration -of those. debt obligations
and, consequently, other debt obligations. Such acceleration -, ...
could result in exercise of remedies by our creditors and .could -:
force us-to-seek- the protection of the bankruptcy laws; which
could’ materially adversely impact our ability to.operate our, -
business-and to make payments.under our debt instruments. As'
of December-31, 2004, we had borrowing availability under:our
credit facilities of $804 million, none of which was restncted due
to covenants..

If,. at ‘any time, addltronal capltal or capacrty is required
beyond amounts internally generated or available under our
credit facilities-or through additional debt or eqmty ﬁnancmgs,
we-would .consider: -

s issuing"equity that would srgmﬁcantly dllute exxstmg
shareholders

e lssumg convertible debt .OT. some other secuntres that may
have structural or, other priority over our, existing.notes and
.may. also.significantly. dilute Charters.exrstmg shareholders,f

o further reducing our' expenses and capltal expendrtures, -
which" may rmparr our abrhty to increase revenue

?’sellmgassets or - - o t

& requesting waivers or amendments wrth respect to ‘our
credit facilities, the availability and terms of- which would

be subject to ‘market conditions.: . s

If the above strategies were not successful; could be: forced

to restructure our oblrgatrons or seek iprotection -under the ;.7

barikruptcy laws. If we need to raise additional’capital through
the issuance of equity or find it necessary to engage in‘a-
recapitalization: or- other similar transaction; our: shareholders
could suffer significant dilution -and our noteholders might not
receive:principal and interest payments to which-they are - .
contractually entitled. For more information, see the section - 7.
above entitled “~ Liquidity and Capital Resources.”




CHARTER COMMUNICATIONS, INC.

2004 FORM 10-K

- Acceleration- of Indebtedness of Charter's Subsidiar-
jes. In the event of a default under our credit facilities or . -
notes, our. creditors could elect to declare all-amounts borrowed,
together with accrued-and unpaid interest and other fees, to be
due and payable. In such event, our credit facilities and -
indentures would not permit Charter’s subsidiaries:to distribute-
funds to Charter Holdco or Charter to pay interest or principal-
on-our notes: If the amounts outstanding under such-credit -
facilities or notes ‘are accelerated, all of the debt and-liabilities of
Charter’s subsidiaries would be-payable: from the subsidiaries’
assets,-prior to any distribution of the subsidiaries’ assets to. pay
the interest and principal amounts on Charter’s notes. In -
addition; the lenders under-our credit-facilities could foreclose
on~their: collateral, which includes equity interests in' Charter’s': -
subsidiaries; and they could exercise other rights of secured = - -
creditors:In-any such case, we might not be.ablesto repay or
make.any payments on our. notes. Additionally, an-acceleration
or payment default-under our credit facilities- would cause:a- .. .
cross-default in the indentures governing. the: Charter Holdings
notes; CCH-II notes, C€O-Holdings notes; Charter Operating

- notes -and Charter’s-convertible senior:notes. and:would trigger ...
the cross-default provision-of the Charter .Operating credit -
agreement..Any default under any of our credit facilities or notes
might adversely affect the holders of our notes and. our-growth,
financial condition and results of operations and could forece us .
to examine all optlons mcludmg seeklng the’ protectxon of the:
bankruptcy laws:" a ‘ ‘

Charter Commumcatlons, lnc. s Convertlble Semor
Notes are:Structurally. Subordinated to all Liabilities of its
Subsidiaries. - The borrowers-and ‘guarantors under the. Char-.
ter Operating credit facilities and senior second-lien notes are; -
Charter’s indirect subsidiaries. A number of Charter’s subsidiaries
are also obligors under other debt instruments, including Charter
Holdings, CCH' II; CCO Holdings and Charter Operating, which
are each a co-issuer of senior-notes and/or senior discount
notes, As of December 31, 2004, our total debt: was -approxi-
mately:$19.5 billion, of which $18.5 billion-was 'structurally:.
senior to the Charter ‘convertible senior-notés. In a:liquidation;
the lenders under.our credit facilities and the holders of the:
other'debt instruments and all other creditors of Charter’'s -
subsidiaries would have the right to be paid ‘before holders of
Charter’s convertible. semor notes from: any of Charter s subsidi-.
aries’ assets. ' : R

The Charter Operatmg cred1t facthtl&c and the mdentures
governing the senior notes; senior discount notes. and ‘senior "
second-lien notes dissued by subsidiaries-of Charter contain
restrictive .covenants that limit the ability of such subsidiaries to "
make distributions-or other payments to-Charter Holdco: or-
Charter to enable Charter to make payments on its convertible +
senior. notes. In addition, if- Charter caused:a-subsidiary’to make a
distribution to enable'it to make payments on its convertible '
senior ‘notes, and such transfer were deemed a frandulent transfer
or an unlawful: distribution, the holders of Charter’s convertible
senior notes could be required-to return the payment to (or for. -
the benefit of) the creditors of its. subsidiaries. In theevent of the -
bankruptcy, liquidation or dissolution of a'subsidiary, following.

payment by such subsidiary of its liabilities, such subsidiary. may- .
not have sufficient assets remaining to make any payments to ¢
Charter as an equity holder or otherwise and may be restricted
by bankruptcy and insolvency laws from making any such .
payments. The foregoing contractual and legal restrictions could -
limit Charter’s ability to make payments of principal and/or
interest to the holders of its convertible senior notes.

Securities Litigation and Government Investigations.
A number of putative federal.class action lawsuits have been
filed .against us and certain of our-former and present officers. -
and directors alleging violations of securities laws; which have
been consolidated. for pretrial purposes. In addition, a number of
other lawsuits-have been filed against us in other jurisdictions. A
shdreholdersiderivative suit was filed in the U.S. District Court ::
for the Eastern District of Missouri, and several class action
lawsuits were: filed in Delaware state court against us.and certain
of our directors and officers. Finally, three shareholders deriva- -
tive suits: were filed in.Missouri state court against us, our then
current directors:and' our former independent auditor. These .
actions:have been consolidated. The federal shareholders deriva-
tive suit, the Delaware class. actions and the consolidated ...
derivative suit each alleged that the defendants breached their-: :
fiduciary duties.-In addition, Charter recently entered into
Stipulations of Settlement setting. forth proposed-terms- of .
settlement for the above described class actions and derivative
suits: Settlement of those actions under the terms of the . -~
memoranda is subject:to a:number of conditions, and there can -
therefore be no assurance that the actions will be settled on
those terms o at all.- Additionally, a portion of the settlement is
to be paid in shares of Charter’s Class A .common stock with a.
value of $45 million (includes shares issuable to insurance
carriers) and warrants to purchase Charter’s Class A common
stock valued at $40 million, with such values in each case -
determined by formulas set-forth in the Stipulations of Settle-- - -
ment. If the price :of Charter’s common stock declines, addi-
tional shares will be required in order to fulfill this commitment.
Charter has the right but not.the obligation to terminate the -
settlements if the value of its'common stock (under the above-
described formula).is less than $2 25. See “Part II, Item 1. Legal.
Proceedings.” '

In August 2002, we became aware of a grand jury
investigation being conducted by the US. Attorney’s Office for
the Eastern District of Missourl into certain of our accounting
and reporting practices focusing on how we reported customer-
numbers, and ourireporting of amounts received from digital
set-top terminal suppliers for advertising. The US. Attorney’s
Office has publicly stated that we are not a target of the
investigation, We have also been advised by the US. Attorney’s -
Office that no member of our board of directors is a target of
the .investigation. On July 24, 2003, a federal grand jury charged
four former: officers: of Charter with conspiracy and mail and
wire fraud, alleging improper accounting and reporting practices
focusing on revenue from digital set-top terminal suppliers and-
inflated customer -account numbers. Trial was set for February 7,
2005. Subsequently, each of the indicted former officers pled
guilty to single conspiracy counts related to the original mail - -
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and wire fraud charges and are awaiting sentencing. We are
tully cooperating with the investigation. :

" On'November 4; 2002; we received an mformal non—pubhc
inquiry from the staff of the SEC. The SEC issued a formal
order of investigation dated January 23, 2003, and subsequently -
served document and testimony-subpoenas on;Charter and.a ..- -
number of its former employees.. The investigation and subpoe-
nas generally: concerned -our. prior reports with' fespect to. our
determination of the number:of customers and ‘various of our.- ."
accountifig policies and practices.including-our capitalization.of
certain ‘expenses:-and dealings with certain vendors, including »
programmers and-digital set:top terminal suppliers. On July 27, ..
2004, the SEC and Charter reached.a final agreement to settle:::.
the investigation. In the Settlement Agreement and Cease and -
Desist:Order, Charter-agreed to. entry .of an administrative-order-
prohibiting any future violations of United States :securities: laws -
and requiring: certain other remedial internal practices and
public disclosures. Charter neither admittéd .nor. denied any
wrongdoing; and the SEC assessed no fine against: Charter. - .-

- Moreover, due to the inherent uncértainties of litigation and
investigations, and due to. the remaining’ conditions to the. . .
finalization of our anticipated settlernents, we cannot prediet. i+;
with certainty. the ultimate outcome of thése:proceedings. An . .
unfavorable outcome in the lawsuits:or the .government.investi=:
gation:described above could result-in substantial potential. .. .
liabilities and have a-material adverse effect on our consolidated-
financial condition and results of operations or our liquidity.. -
Further, these procéedings,.and -our actions in-response to.these.
proceedings; could result in substantial additional. defense costs -
and- the diversion of management’s attention, and could
adversely affect our abxhty to execute our business and ﬁnancnal
strategies. ‘ ) A e

Competmon. - The industry in which'-we operate is
highly competitive,'and has been more so in recent years. In
some instances, we compete against companies with fewer
regulatory burdens, :easier access to financing, -greater personnel
resources, greater brand-name recognition and long-established
relationships with ‘regulatory authorities -and .customers: Increas-
ing consolidation in the cable industry:and the repeal of certain'
ownership rules may provide additional benefits to certain of -
our competitors, -either through access to ﬁnancmg, resources or
efficiencies of scale.". o Qe ‘ 4

. Qur principal competitor for v1deo services throughout our
territory. is direct broadcast satellite television services, also
known:-as DBS. Competition from DBS, including intensive .. -~
marketing efforts, aggressive pricing, and the ability of DBSto::.
provide certain services that.we are in the process of developing;
hds had an adverse impact on our, ability. to retain customeérs. -

+ DBS-has grown rapidly over the.last several years and . 7
continues to dorso: The cable industry, including Charter, has -
lost a significant number.of subscribers: to: DBS competition; and
we. face serious challenges in-this area. on a going forward basis.
Local teléphone’ companies and electric utilities can compete.in;:
this area, and they increasingly may do so in.the future: .Certain-
telephone companies have begun more extensive deployment of
fiber in their networks that will enable them to begin providing
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video sérvices, as wellas telephony and hiternet access services,
to residential'and business customers. The subscription: television
industry also faces competition from free broadcast television .-
and from-other communications and entertainment media. With.
respect to our Internet access services, we face competition, .
including -intensive marketing efforts and aggressive pricing; from
telephone companies and other providers of “dial-up™ and: -+
digital subscriber line technology, also known as DSL. Further-
loss. of ‘customers to DBS or other alternative video and data':- ..
services and marketing efforts to retain’ customers and -combat.i
that loss :could have a miaterial negative 1mpact ‘on the value:of
our business.and its ‘performance: . - :
+Mergers;.joint ventures and alliances among franchxsed
wireless. or. private.cable operators, satellite television, prov1ders, 1
local exchange carriers and others, and the repeal of certain:» :/ -
ownership rules:may provide‘additional benéfits to some of:our .

RS

‘competitors, either through access to financing, resources or.:«

efficiencies: of scale, or’ the ability to provxdc multnple services;in-
direct competition with us. - . - RINT IOV P
- Long-Term:Indebtedness - Change of Control' Pay, :

ments:;: We may.not:have the ability:to raise the. fiinds :~ -5

necessary to fulfill .our:obligations under. Charter’s convertible ..i;
senior notes, our senior and senior discount notes and. our:credit
facilities-following a change of cositrol. Under the indentures - :: -
governing the. Charter. convertible senior notes;.upon the .+ .
occurrence ofispecified; change of control events; including ..~ . .:
certain specified dispositions of stock by Mr. Allen, Charter:is:. /
required-to -offér to-repuirchasé all.of the outstanding Chartér
convertible'sehior notes. However, we may not have sufficient::.”
funds at:the time of the change of control event to.make the’:.
required repurchase of the Charter convertible senior-notes-and-:
Charter's subsidiaries are limited in their- ability to make.
distributions-or. other. payments to Charter to-fund any .required
repurchase.:In addition, a change of control under our credit
facilities and :indentures.governing our, notes would require the ..
repayment of borrowings under those credit facilitiés and
indentures.-Because -such.credit facilities:and notes-are obliga- -
tions.of Charter’s*subsidiaries, the credit facilities and the notes .
would-have to:be repaid by Charter’s subsidiaries‘before their ..
assets could be’available to Charter to repurchase the Charter':
convertible senior notes. Charter’s failure to make or complete a
change: of control offer-would place it in default under.the - . :
Charter convertible senior notes. The failure of Charter’s .. .« -
subsidiaries to miake a change.of control offer or repay-the
amounts ;outstanding under their credit facilities would place . .
them in default under these agreements and could result'in a
default .undér therindentures governing the Charter. convertible -
senior notes.‘Sée “~ Certain Trends and Uncertamtles =l
Liquidity:”- .+ o ' L
Varmble lnterest Rates., ,At _‘Déeember_ v31, 2004, exclud—
ing the effects of hedging, approximately: 31%-of our debt bears .
intérest :at variable rates that are linked to:short-term interest ;2
rates.~In-addition, a significant portion of our existing debt, .
assuthed debt: or debt we might arrange in. the future will bedr ..
interest at:variable rates. If interest rates rise, our costs relative.
to those.¢dbligations will also.rise. As of December: 31, 2004 and"

'
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credit facility debt was approximately 6.8% and 5.4%, the
weighted ‘average interest rate on-the high:yield debt was
approximately 9.2% and 10.3%, and the weighted average ..
interest rate:on the convertible debt was approximately 5.7%
and 5.5%, respectively, resulting-in a blended weightéd average -
interest rate of 8.8% and 8.2%, respectively. Approximately 83%
of our. debt was effectively fixed including the effects of our -
interest rate hedge agreements as of December 31, 2004.
compared to-approximately 80%.at December 31, 2003.

- .Services. We expect that a substantial portion of our.
neariterm growth will be achieved through revenues from high-
speed data services; digital video, bundled service packages, and
to a lesser extent various commercial 'services that take .
advantage of cable’s broadband capacity. We may not be able to
offer these advanced services successfully to our customers or
provide adequate customier service and ‘these advanced services
may. not: generate adequate revenues. Also, if the vendors we use
for these services are not financially viable over time, we may
experienice disruption of service and incur costs'to find
alternative vendors. In addition, the technology involved:in our .
product- and service offerings ‘generally requires that we have-.
permission to- use intellectual property and-that such:property -
not infringe on rights claimed by others. If it is determined-that’
the product or service béing utilized infringes on the rights-of
otheérs; we may be’ sued or be precluded from usmg the
technology :

“:‘Increasing Progra.mmmg Costs Programmmg has
been, and'is expected to continue to be, our largest operating -
expense-item. In recent years, the cable industry has-experienced
a rapid escalation in ‘the cost of programming; particularly sports
programming: We expect programming costs to continue to - -
increase: because of a variety of factors, including-inflationary or-
negotiated annual increases, additional programming being-
provided to customers and increased costs:to purchase or -
produce programming: The inability to fully pass these pro-
grammihg cost increases on to our customers would have an
adverse impact on our cash flow and -operating margins: As
measured by programming costs, and excluding: premium -
services (substantially all of which were renegotiated and
renewed in 2003), as of December 31, 2004 approximately 10%
of our current programming contracts were, expired, and '
approxrmately another 34% are scheduled to expire. by theend
of 2005. There can be no assurance that these. agreements will .
be renewed on favorable or comparable terms. To the extent .
that we are unable to reach agreement with certain program-
mers on terms that we believe are reeson_able,we may be forced

December-31, 2003, the weighted. average interest rate on the .

to remove.such programming charinels from -our.line-up, #hich
could result in a further loss of:customeérs. In- addition, ur - :::.
inability to-fully pass these programming cost-increases on to .
our customers would have ‘an adverse impact on-our cash flow -
and operating margins.’ e e
_Utdilization of Net Operatmg Loss: Carryforwards. ' As
of December 31,.2004, we had-approximately $5.2 billion of:tax -
net-operating losses (resulting in a gross deferred.tax -asset-of
approximately-$2.1 billion), expiring in the years 2005 through -
2024..Due to uncertainties in projected future ‘taxable income,
valuation-allowances have been established against the gross ..
deferred tax assets for book accounting purposes' except-for...<: +.
deferred benefits-available-to offset certain deferred tax liabilities.
Currently;.such tax net operating losses can accumulate and.be
used ‘to offset:any of our. future taxable income:-An “ownership -
change” as:defined in. the applicable federal:income tax rules,.
would place significant limitations, on an annual basis,con ‘the . - -
use of such net operating losses to offset-any future: taxable ...
income we may generate. Such limitations, in-conjunction with
the net operating loss expiration-provisions, could eﬁ"ectivel)'r
eliminate: our ability. to use a substantial pomon:of our net\
operatmg losses to ‘offset‘future taxable income: - . oA
" The anticipated issuance of 150 million. shates of our-
Class A: common: stock offered pursuant to a share lending -~
agreement executed by Charter in ‘connection with the .issuance -
of the 5.875% convertible senior notes in November 2004,.as - -
well as possible future conversions of our convertible notes;.
significantly increases the risk.that we will experience an -+ "+ 7,
ownership change in the future for tax purposes; resulting in a*.
material limitation 6n the use of a substantial amount. of our - -
existing net operating -loss carryforwards. We do: not believe ‘that
the issuance of shares associated with the:share lending ..~
agreement -would result in-our experiencing ‘an ownership. -
change. However, future transactions and the timing of such
transactions could’cause an’ownership change. Such transactions
include additional issuances.of common stock by us (mcludmg
but not limited to issuancés-upon future conversion of our.. i+ ..
5.875% convertible senior. notes or as contemplated in:the'
proposed settlement: of derivative class action litigation), reacqui-
sitions of the borrowed:shares by us, or acquisitions or-sales of
shares by certain holders of our. shares, :including persons ‘who : :
have held, currently hold, or-accumulate in the future five -
percent or more’ of our outstanding stock (including upon:an
exchange by Paul Allen-or his affiliates, directly or indirectly; of
membership units of Charter Holdco into our Class' A common
stock). Many of the foregomg transactrons are beyond our:
control.. : : :
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v Class:A Common Stock and: Notes Price Volatility.. -
The market-price-ofiour-Class. A common stock and our
publicly traded.notes.has been and.is, likely to continiue to be
highly volatile. We expect that the price of our securities may
fluctuate in response to various factors, including the factors
described in- this section and various. other factors, which may
be:beyond. our control. These factors ‘beyond our control could
include: financial forécasts by securities analysts; new. conditions -
or trendsin the cable or telecommunications industry; general :
economic and- market conditions and specifically; conditions . .
related to, the cable:or telecommunications industry; -any change:
in our.-debt:ratings;.the development of improved:or competitive
techriologies; the use of new products. or promoticns by us or
our :competitors; changes in.accounting rules or interpretations; -
new:regulatory legislation adopted in:the United. States; and any
actiontaken: or requirements imposed by NASDAQ if-our. -
ClassiA . common:stock tradés below$1.00. per. share :for over:30
consecutive trading-days.- On December 31,2004, our.Class A :
commonstack closed on-NASDAQ at $2:24 per share.

In addition; the:securities market in-general, and:the
-.. NASDAQ:National Market-and- the market for, cable: industry.. .
securities. in particular, have experienced-significant price fluctua-
tions. Volatility.in-the market price for companies may often be
unrelated or: disproportionate- to:the: operating-performance of .
those companies. These broad market and industry factors may
seriously harm the market price of our Class A common stock
and our notes;:iregardless of our operating performance, In the
past, securities litigation has often’ commenced following periods
- of volatility in-the market price of a company’s securities; and- . .
several; purported. class action-lawsuits were. filed -against us in
2001. and 2002; following a decline in our stock price. .

Economic Slowdown;.Global Conflict.: 1t is. dlﬁlcult to
assess the impact that the general economic:slowdown and
global conflict will have on future operations. However, the
economic slowdown-has resulted-and. could :continue to result in
reduced spending by customers and advertisers, which could
reduce our revenues; and also could affect our ability to collect
accounts receivable and maintain customers. Reductions in
operating revenues would likely negatively affect -our ability to
make:-expected: capital expenditures and could also result-in our
inability to meet our obligations under -our financing agreements.
These developments could also have a negative impact on our
financing and variable interest. rate agreements-through- disrup- -
tions in the market or negative market conditions. 7

. Regulation and Legislation. Cable system operations -
are extensively regulated at the federal;.state, and local level,
including rate regulation of basic service and equipment and
municipal approval of franchise agreements and their terms,
such as franchise requirements to upgrade cable plant and meet
specified customer service standards. Additional legislation and
regulation is always possible.

Cable operators also face significant regulation of their
channel carriage. They currently can be required to devote
substantial capacity to the carriage of programming that they
would not carry voluntarily, including certain local broadcast
signals, local public, educational and government access pro-
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gramming, and unaffiliated commercial leased access program-
ming. This carriage burden eould increase in the'future,
particularly if cable systems were required. to -carry both-the:.
analog and digital versions of local broadcast signals.(dual
carriage) or to carry multiple program streams included with a
single digital broadcast. transmission. (multicast carriage). Addi-.
tional government mandated broadcast carriage obligations
could disrupt existing programming commitments, interfere with
our preferred use of limited channel capacity and limit our - .
ability to offer services that would maximize customer appeal - .
and revenue potential: Although the FCC issued a decision’on
February 10, 2005, confirming an earlier ruling against mandat-:
ing either. dual carriage or multicast carriage, that decision could
be appealed or Congress could leg1slate additional camage
obligations. - , :

.. There:is also uncertamty whether local franchlsmg authon—
txcs? state regulators, the' FCC, or. the U.S: Congress will impose
obligations;on. cable operators to provide unaffiliated Internet. -
service providers with regulated access to cable plant. If they, -
were to .do:so,-and the obligations were found to be lawful, it -
could .complicate our operations. in general, .and-our Internet -.
operations.in particular, from a technical and marketing stand- -
point.. These open access-obligations could adversely-impact our,
profitability and ‘discourage system upgrades and the introduc-. .
tion of new products and services. The United States Court of -
Appeals for the Ninth Circuit recently vacated in part an FCC
ruling defining cable modem service as an “information: service” .
and remanded for further proceedings. The Ninth Circuit-held
that -cable modem-service .is not “cable service” but is part
“telecommunications service” and part “information service.”
The decision has been appealed to the United States Supreme
Court. However, if it is not reversed, the.decision maylead to -
our having to contribute to the federal government’s universal
service fund, to comply with open access requirements, and to
subject our high-speed data operations generally to other
common carrier regulations. As we offer other advanced services
over our cable system, we are likely to face additional calls for
regulation of our capacity and operation. These regulations,.if
adopted; could -adversely affect our operations. :

INTEREST RATE RlSKv_ _

We use interest rate risk management derivative instruments;
such as interest rate swap agreements and interest rate collar
agreéments (colléctivély referred to herein as interest rate
agreements) as required under the ferms of thé credit facilities of
our subsidiaries:"Our policy is to manage interest costs usifig 2
mix of fixed and variable rate debt. Using interest rate swap
agreements, we agree to exchange, at specified intervals through
2007, the difference between fixed and variable interest amounts
calculated by reference to an agreed-upon notional principal
amount. Interest rate collar agreements are used to limit our
exposure to, and to derive benefits from, interest rate fluctua-
tions on variable rate debt to within a certain range of rates.
Interest rate risk management agreements are not held or issued
for speculative or trading purposes.
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At December-31, 2004 and 2003, we had outstanding
$2.7 billion and $3.0 billion and $20 million and :$520 million,
respecﬂvely, in notional amounts. of interest rate swaps and
collars, respectively. The notional amounts of interest rate
instruments do not represent amounts exchanged by the parties
and, thus, are not a measure of our exposure to credit loss. See
“Ttem 7A. Quantitative and Qualitative Disclosures About
Market Risk,” for further information regarding the fair values
and contract terms of our interest rate agreements.

REGENTLY {SSUED ACCOUNTING STANDARDS

In December 2004, the Financial Accounting Standards Board
issued the revised SFAS No. 123, Share-Based Payment, which

addresses the accounting for share-based payment transactions*
in .which a company receives employee services in exchange for:
(a) equity instruments of that company or.(b) liabilities that are.
based on the fair value of. the company's equity mstruments or
that may be settled by the issuance of such equity mstruments
This statement will be effective for us beginning July 1, 2005.
Because we adopted the fair value recognition provisions of

‘SFAS No. 123 on ]anll’ary 1, 2003, we do not expect this revised

standard to have a material impact on our financial statements. _
., We do not believe that any other recently issued, but not

' iyet effective accounting ‘pronouncements, if adopted, would have
. a material effect on our accompanying financial statements: -

TEM 7o, QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK.

{INTEREST RATE RISK .- -

We are exposed to various market risks, including fluctuations in
interest rates. We use interest rate risk management derivative
instruments, such as interest rate swap agreements and interest
rate collar:.agreements (colléctively referred to herein as interest
rate agreements) as: required under-the térms!of the credit:
facilities of our.subsidiaries. Our policy is to-manage interest - -
costs using a mix of fixed and variable rate debt. Using interest -
rate swap agreements, we agree to exchange, at specified -
intervals through 2007, the difference between fixed and variable
interest amounts calculated by. reference to an agreed-upon.:
notional principal amount. Interest rate collar:agreements. are
used to limit our exposure to, and to derive benefits from,
interest rate fluctuations on variable rate debt to within a certain
range of rates. Interest rate risk management agreements are not
held or issued for speculative or trading purposes.

 As of December 31, 2004 and 2003, our long-term debt
totaled approximately $19.5 billion and $18.6 billion, respec-
tively. This debt was comprised of approximately $5.5 billion
and $7.2 billion of credit facilities debt, $13.3 billion and
$11.2 billion principal amount of high-yield notes and $1.0 bil-
lion and $774 million principal amount of convertible-senior .
notes, respectively. ‘ ” ‘ '

As of December 31, 2004 and 2003, the weighted average
interest rate on the credit facility debt was approximately 6.8%
and 5.4%, the weighted average interest rate on the high-yield
notes was approximately 9.2% and 10.3%, and the weighted
average interest rate on the convertible senior notes was
approximately 5.7% and 5.5%, respectively, resulting in a
blended weighted average interest rate of 8.8% and 8.2%,
respectively. The interest rate on approximately 83% and 80% of
the total principal amount of our debt was effectively fixed,
including the effects of our interest rate hedge agreements as of
December 31, 2004 and 2003, respectively. The fair value of our
high-yield notes was $12.2 billion and $9.9 billion at Decem-
ber 31, 2004 and 2003, respectively. The fair value of our
convertible senior notes was $1.1 billion and $732 million at
December 31, 2004 and 2003, respectively. The fair value of our
credit facilities is $5.5 billion and $6.9 billion at December 31,

: 2004 and-2003, respectively. The fair value of high-yield and; .

convertible notes is based on quoted market prices, : and the faur
value of the credit facxlmes is based on dealer’ quotatlons

‘We do not hold or issue derivative instruments for trading
purposes. We do however _have certain interest rate denvatwe
instruments that have been de31gnated as cash _ﬁ hedgmg
1nstmments Such mstruments effectively convert vanable 1nter§ _
est payments on certam ‘debt instruments mto ﬁxed payments
For quahfymg hedges, SFAS No. 133 allows derlvanve gams and
losses to et‘related results on hedged items in the )
dated statement of operatlons We have formally documented_‘ .
desxgnated and assessed the eﬁ'ectweness of transactions, that - ‘
receive hedge accountmg For the years ended December 31
2004, 2003 and 2002, net gam (loss) on denvatlve mstruments "
and hedging activities includes gains of $4 million and $8 mil-
lion and losses of $14 million, respectively, which represent cash

‘flow hedge ineffectiveness on;interest rate hedge agreements;, "

arising from differences between the critical terms of the
agreements and. the related hedged obligations. Changes in the:
fair value of interest rate agreements designated as hedging. .
instruments of the variability of cash flows associated with
floating-rate debt obllgatlons that meet the effectiveness criteria

" “of SFASNo. 133 dre reported in accumulated other comprehien:
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sive loss. For the yéars ended December 31, 2004, 2003 and
2002, a gain of $42 million and $48 million and losses of
$65 million, respectively, related to derivative instruments -7
designated as cash flow hedges, was recorded in accumulated
other comprehensive loss and minority interest. The amounts
are subsequently reclassified into interest expense as a yield
adjustment in the same period in which the related interest on
the floating-rate debt obligations affects earnings (losses).
Certain interest rate derivative instruments are not desig-
nated as hedges as they do not meet the effectiveness criteria
specified by SFAS No. 133. However, management believes such
instruments are closely correlated with the respective debt, thus
managing associated risk. Interest rate derivative instruments not
designated as hedges are marked to fair value, with the impact
recorded as gain (loss) on derivative instruments and hedging
activities in our statements of operations. For the years ended




CHARTER: COMMUNICATIONS, INC. , ... 2004 FORM 10-K

December. 31, 2004, 2003:and 2002, net.gain (loss) on derivative and $57 million and. losses of $101 million, respectively, for
instruments-and hedging activities includes- gains of $65 million - interest rate derivative instruments not designated as hedges. o

Thé table set forth below sumitharizes the fair valués’ and contract terms of ﬁna.ncral mstruments sub_]ect to mterest rate rlsk
mamtamed by us as of December 31 2004 (doHars in mllllons) ‘ ’

Fair Valug at
. T Co) R P T - December. 31,
N ‘ 005 - 2006 2000 2008 2009 Theater - Total .. 2004
Debt = ¢ JE P S S VPO VRS S ‘ : . ST T ST T L RTINS
FxedRate T §— $156 . s451  $208  $260  S8631° 13726 812807
Average Interest Rate .. . — L A75% o 825% - 71093%. .0 8.85% 9.32% 7 9.12%
Variable Rate $3  $30  $280  $630  $ 78  $4315  $6065  $6032
Average Interest Rate 6.47% 7.08% 7.17% 7.45% 7.73% 8.40% 8.14%
Interest Rate Instruments : e : - : - )
Variable to Fixed: Swaps ~ * * * $990° " 8873 ‘775§ — 0§ — . § — 8 2638 7 §T6d
Average Pay Rate S 794% 8.2_3% B04% s e i BOT%
Avemge Receive Rate oo - 6:36%.: 708% CTo0% 7:_ ; — A ;_ —— L 685% RS T I
‘ The notrona] amounts of mterest rate mstruments do not e At December 31 2004 and 2003 we had outstandlng
represent amounts exchanged by the partxes and thus, are not a $2.7 billion and $3.0 billion.and '$20 million' and $520 miltion, * +
measure of our exposure to credlt loss. The amounts exchanged' respectively, in:notional amounts .of interest rate .swaps and " -
are deterrnmed by reference to the notional amount and the - collars; respectively. The notional dmounts ‘of interest rate .
other terms of the' contracts. The estlmated faJr value, approxr- , instrumeénts. do not represent amounts exchanged:sby:the parties-
mat e'costs (proceeds) to settle the outstandmg contracts ' and, thus, aré not a measure of .exposure to’ ¢redit:loss: The - -
Interest rates on variable debt are estrmated using the average i amounts :exchanged.are determined by reference-tosthe:notional

unphed forward London Interbank OEenng Rate (LIBO_ rates__‘ amount-and the other.terms of the contracts.
for the year of matunty based on the y1eld curve in eﬁect at ' S ST ce
December 31 2004

U

PRI
LR

TEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA. . o

Oiii ‘consolidated ﬁnancral ‘statements, the related notes thereto, and the reports of mdependent audltors are 1nc1uded‘r7v' thls a.nnual :
report begmmng on page F-1. ~ : :

mzms ' CHANGES IN AND DISAGREEMENTS WITH ACCOUNTAN’I‘S ON"ACCOUNTING AND FINANCIAL
. DISCLOSURE.

66
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(TEM 9. CONTROLS AND PROCEDURES.

CONCLUSION REGARDING THE EFFECTIVENESS OF DISCLOSURE CﬂNTROLS
AND PROCEDURES

required to apply its judgment in evaluating the cost-benefit

. {relationship. of possible controls and'procedures. Based upon the

As of the end of the period covered by this report,,management,

including our Interim Chief Executive Officer and Interim Co-.
Chief Financial Officers, evaluated the effectiveness of the design
and operation of our, disclosure controls and procedures.with
respect to the information generated for use in.this annual ; | .. .
report.. The evaluation was based.in part upon reports;and .-
affidavits provided by a pumber of executives.. Based.upon, and .
as of the date of that.evaluation,.our, lnterrm Chref Executive . .
Oﬁlcer and Intenm Co-Chref Financial. Olﬁcers concluded that
the drsclosure controls and procedures were etfectrvc to provide,
reasonable assurances that information requtred to be disclosed, .
in the reports we file or submlt under the Secuntles Exchange
Act of 1934 is, recorded processed summanzed and reported
within the;time, penods specr.ﬁed in the Commxssron s rules and
forms. ... .. ;.. . ;
There was. no change in ) our mternal cpntrol over ﬁnancral
reportmg dunng 2004 that has matenally affected, or is

reasonably.likely to materially affect, our lntemal control orrer_ o

financial reporting. .
. In designing and evaluatmg the drsclosure controls and

procedures, our management recogmzed that any, controls and .

procedures,. no matter how well .designed and operated, can; .
provide only., reasonable not absolute assurance of. achlevmg the
desired, control objectlves and. management necessarily. was

ITEM 98 OTHER [NFORMATION

above evaluation, Charter’s management believes that its con-
trols do provide such reasonable assurance. '

MANAGEMENT'S REPORT ON INTERNAL CUNTROL OVER FINANCIAL
REPORTING

Charter’s management is responsible for establishing and main-
taining adequate internal control over financial reporting (as
defined in Rule 13a-15(f) under the Securities Exchange Act of -
1934, as amended). Our internal control system was designed to
provide reasonable assurance to Charter's management and”’ "
board of directors regarding the preparation and fair presenta-
tion of published financial statements. NS
_ Charters management has assessed the effectiveness of our
internal control over financial reporting as of December 31,
2004. In making this assessment, we used the criteria set forth -
by the Committee of Sponsoring Organizations of the Treadway
Commission (COSO) in Internal Control - Integmted Framework.
Based on management’s assessment utilizing these criferia weé
believe that, as of December 31, 2004, our internal control over °
financial reporting was effective. '
Our independent auditors, KPMG, LLP have audited
management’s assessment of our intérnal control over financial
reportmg ag stated in theLr report on page F-3. .

None )
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Part III

ITEM 10 DIRECTORS AND EXECUTIVE OFFICERS OF REGISTRANT

DIREGTURS

The persons listed below are directors of Charter.

Direstar Position(s) :

Paul. G Allen o Chaxrman of the _boardzof l
. .directors .

w. Lance Conn ‘ Dlrector

jlonéthé.rl L. Dolgen Dlrector

Charles M. Lillis* Dxrector,

quert P. May 'Du‘ector Intenm Prestdent
L and C}uef Executwe Ofﬁcer

David C. Merritt Dxrﬁctor

Marc B. Nathanson R - Diréctor

Jo Al.len Patton | _;‘L“D'iir’éct;c‘)r _

John'H: Tory - " Director -

Larry W. Wangberg Dlrector

- The followmg sets forth certain bxographxcal mformatwn
with respéct to the directors listed above. .. .

Paul G. Allen, 52, has been Chzurman of our board of '
directors since July 1999, and Chairman of the board of
directors of Charter Investment, Inc. (a predecessor to, and
currently an affiliate of, Charteér} since December 1998.

Mr. Allen, co-founder of Microsoft Corporation, has been a
private investor for more than 15 years, with interests in over
50 technology, telecommunications, content and biotech compa-
nies. Mr. Allen’s investments include Vulcan Inc., Vulcan
Productions, Inc,, the Portland Trail Blazers NBA and Seattle
Seahawks NFL franchises, and investments in DreamWorks
LLC and Oxygen Media. In addition, Mr. Allen is a director of
Vulcan Programming Inc., Vulcan Ventures, Vulcan Inc,, Vulcan
Cable Il Inc., numerous privately held companies and, until its
sale in May 2004 to an unrelated third party, TechTV L.L.C.

W. Lance Conn, 36, was elected to our board of directors
in September 2004. Since July 2004, Mr. Conn has served as
Executive Vice President, Investment Management for Vulcan
Inc,, the investment and project management company that
oversees a diverse multi-billion dollar portfolio of investments by
Paul G. Allen. Prior to joining Vulcan Inc., Mr. Conn was
employed by America Online, Inc, an interactive online services
company, from March 1996 to May 2003. From 1997 to 2000,
Mr. Conn served in various senior business development roles at
America Online. In 2000, Mr. Conn began supervising all of
America Online’s European investments, alliances and business
initiatives. In 2002, he became Senior Vice President of America
Online US. where he led a company-wide effort to restructure
and optimize America Online’s operations. From September

1994 qntil February 1996, Mr.'Conn was an attorney with ‘the
Shaw Pittman law firm in Washmgton D.C. Mr. Conn holds'a
J'D. degree from the University of Virginia, a master's degree in
history from' the University of MlSSlSSlppI and an AB in hlstory

_from Princeton’ Umversxty

Jorathan'L. Dolgen, 59, was elected to our board of *
directors in‘October 2004. Since July 2004, Mr. Dolgen has also’
been a Senior Advisor to Viacom; Inc. (“Viacom™) a worldwide '
entertainment and ‘media’ company, where he provides advrsory ‘
services to the-current Chairman and Chief Executive of
Viacom, or others designated by Kim, on an as requestéd basis. -
Since’ July 2004, Mr. Dolgen has been'a private investor-and
since September 2004 Mr: Dolgen has been a prmc1pal of
Wood River Ventures-LLC, a private start-up entity that is

seeking investment and other opportunities primarily in the
media séctor. From' April 1994 to July 2004, Mr. Dolgén- served
as Chairman’ and"Chief Executive Officer of the Viacom™ ~"*
Entertainmient Group, 2 unit ‘of 'Viacom, where he oversaw
various operations of Viacom’s businesses, which during 2003 -
and 2004 ptimarily included the operations engagéd in motion
pxcture “productionand distribution, television production and -
distribution; regional theme: patks; theatrical exhibition and .
publishinig. Mr. Dolgen beganhis carécr in the entertainment
industry in '19767"and dntil joining the Viacom Entertainment -
Group, served in executive positions at Columbia Pictures

- Industries, Inc. Twentieth Century Fox and Fox, Inc,, and Sony. |
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Pictures Entertainment. Mr. Dolgen holds a B.S. degree from ~
Cornell University and a J.D. degree from New York University.

Charles M. Lillis, 63, was elected to the board of
directors of Charter in October 2003. Presently, he is the
Managing Partner of Lone Tree Capital, which he co-founded
in 2002. Mr. Lillis served as Chairman and Chief Executive
Officer of MediaOne Group, Inc. from June 1998 to May 2000.
He served as Chief Executive Officer of MediaOne while it was
a tracking stock company from November 1995 to May 1997.
Prior to that, he held various senior management positions at
US WEST, MediaOne’s predecessor. Before joining US WEST,
he served as Dean of the University of Colorado’s College of
Business and as a professor at Washington State University. In
addition, he is a director and serves on the audit committees of
SuperValy, Inc. and Williams Companies. Mr. Lillis is a graduate
of the University of Washington, Seattle, with an M.B.A,, and he
holds a doctorate of Philosophy in Business from the University
of Oregon, in Eugene.

Mr. Lillis recently announced his election as a director of
Medco Health Solutions, Inc,, and, on January 27, 2005,
Mr. Lillis notified Charter of his intention to resign from its
board of directors. The date for Mr. Lillis’ departure from the
Board has not yet been determined but is expected to occur
within sixty days after his notification.
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- Robert P. May, 55, was elected to our board of directors
in October 2004 and became our Interim President and Chief
Executive Officer in January 2005. Mr. May has served on the
board of directors of HealthSouth Corporation, a national
provider of healthcare services, since October 2002, and has
been its Chairman since July 2004. Mr. May also served as
HealthSouth Corporation’s Interim Chief Executive Officer from
March 2003 until May.2004; and as Interim President of its
QOutpatient and Diagnostic Division from August 2003 to
January 2004. Since March 2001, Mr. May has been a private
investor and prmc1pal of RPM Systems, which provndes strategic
business consulting services. From March 1999 to March 2001,
Mr. May served on the board of directors and was Chief
Executive of PNV Inc., a national telecommunications company.
PNV Inc. filed for bankruptey in December 2000. Prior to his
employment at PNV Inc, Mr. May was Chief Operating Officer
and a member of the board of directors of Cablevision Systems
Corporation from October’1996 to February 1998, and from
1973 to 1993 he held several senior executive positions with
Federal Express Corporation, including President, Business
Logistics Services. Mr. May was educated at Curry College and
Boston College and atténded Harvard Business School’s Pro-
gram for Management Development. .

David C. Merritt, 50, was elécted to our board of -
directors in July 2003, and was also appointed as Chairman of .
the Audit Committee at-that timé, Since October-2003,

Mr. Merritt has been a Managing Director of Salem Partners,
LLC, an investment banking firmh.'He was a Managing Director
in the Entertainment Media Advisory Group at Gerard Klauer
Mattison & Co., Inc,, 2 company that provides financial advisory
services to the entertainment and media industries from January
2001 through April 2003. Prior to that, he served as Chief
Financial Officer-of CKE Associates, Etd,, a privately held
company with' interests in talent management, film production,
television production, music and new media from July 1999 to
November 2001. He also served as a director of Laser-Pacific -
Media Corporation from January 2001 until October 2003 and
served as Chairman of its audit committee. During December
2003, he became a director of Outdoor Channel Holdings, Inc. -
Mr. Merritt joined KPMG LLP in 1975 and'served in a variety
of capacities during his years with the firm, including national
partner in charge of the media and entertainment practice and
before joining CKE Associates, Mr. Merritt:was an audit and
consulting partner of KPMG LLP for 14 years. Mr. Merritt
holds a B.S. degree in Business and Accountmg from Cahforma
State University — Northridge. o ;

Marc B. Nathanson, 59, has been a dlrector of Charter
since January 2000. Mr. Nathanson is the Chairman of Mapleton
Investments LLC, an investment vehicle formed in 1999. He
also founded and served as Chairman and Chief Executive
Officer of Falcon Holding Group, Inc,, a cable operator, and its
predecessors, from 1975 until 1999. He served-as Chairman and
Chief Executive Officer of Enstar Communications Corporation,
a cable operator, from 1988 until November 1999, Prior to 1975,
Mr. Nathanson held executive positions with Teleprompter
Corporation, Warner Cable and Cypress Communications Cor-.

poration. In 1995, he was appointed by the President of the
United States to the Broadcasting Board of Governors, and from
1998 through September 2002, served as its. Chairman. .- ., -
Mr. Nathanson holds a Bachelors degree in Mass Communica-
tions from the University of Denver and a Masters degree in.
Political Science from University of California/Santa Barbara.

Jo Allen Patton, 47, has been a director of Charter since
April 2004. Ms. Patton joined Vulcan Inc. as Vice President in .
1993, and since that time she has served as an officer and -
director of many afhiliates of Mr. Allen, including her current
position as President and Chief Executive Officer of Vulcan Inc.
since July 2001. Ms. Patton is also President of Vulcan
Productions, an independent feature film and documentary
production company, Vice Chair of First & Goal; Inc., which
developed and operated the Seattle Seahawks NFL stadium, and
served as Executive Director-of the six Paul G. Allen Founda-
tions. Ms. Patton is a co-founder of the Experience Music
Project-museum, as well as the Science Fiction Museum and
Hall of Fame. Ms. Patton is the sister of Mr. Allen.

John H. Tory, 50, has been a director of Charter since
December 2001. Mr. Tory served as the Chief Exetutive Officer
of Rogers Cable Inc., Canada’s largest broadband cable operator,
from 1999 until 2003. From 1995 to 1999 Mr. Tory was
President and Chief Executive Officer of Rogers Medxa Inc, a
broadcastmg and publishing company..

Prior to joining Rogers, Mr. Tory was a Managlng Partner
and member of the executive committee at Tory Tory
DesLauners & Binnington, one of Canada’s largest law firms.
Mr. Tory serves on the board of directors of 2 number of
Canadian companies, including Cara Operations Luruted
Mr. Tory was educated at University of Toronto Schools,
Trinity College (University of Toronto) and Osgoode Hall Law
School. On September 18, 2004, John Tory, was elected Leader
of the Ontario Progressive Conservative Party.

Larry W. Wangberg, 62, has been a director of Charter
since January 2002. From August 1997 to May 2004,

Mr. Wangberg was a director of TechTV L.L.C,, a cable
television network controlled by Paul Allen. He also served as
its Chairman and Chief Executive Officer from August 1997
through July 2002. In May 2004, TechTV L.L.C. was sold to an
unrelated party. Prior to joining TechTV LL.C, Mr. Wangberg
was Chairman and Chief Executive Officer of StarSight Telecast
Inc, an interactive navigation and program gulde company
which later merged with Gemstar International, from 1994 to .
1997. Mr. Wangberg was Chairman and Chief Executive Officer
of Times Mirror Cable Television and Senior Vice President of
its corporate parent, Times Mirror Co., from 1983 to 1994. He
currently serves on the boards of Autodesk Inc. and ADC,
Telecommunications. Mr. Wangberg holds a bachelor’s degree

" in Mechanical Engineering and a master's degree in Industrial

69

——?

Engineering, both from the University of Minnesota.

BOARD OF DIRECTORS AND COMMITTEES OF THE BOARD OF DIRECTORS

Charter’s board of directors meets regularly throughout the year
on a set schedule. The board may also hold special meetings
and act by written consent from time to time if necessary.
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T Meetmgs “of thé independent mémbers of the board occur.on

< . the'saine day>as regularly” sscheduled meetings of the full board

o Mlanagement istnot’ present-at: these meetmgs

““The: board of directors delegates authority to act w1th
respect to certain matters to board' committees whose members
are appointed by the board. As:of December 31, 2004 the .- .
following were the committees of. Charter’s board of directors:
Audit Committee, Finaneirg - Committee, Option. Plan Commit-*
‘tee, Compensation Committee; Executive Committee, “Strategic
Planning: Committee, and a: Special Committee for matters -
related to the CE€ VI put dispute. -

_ The Audit-Committee, which.has a written charter - -
approved by the-board, consists of three directors:' Charles Lillis,
JohnTofy and David Merritt, all of whom are believed to be
independent in accordance with the applicable corporate gov- -
ernance listing ‘standards of the NASDAQ National Market.
Charter's#board. of directors has determined that;’in its judg- .

" ment,David Mérritt is an audit committee.financial- expert: -
within the mea.nmg of the: appllcable federal regulatrons

DIRECTOR CUMPENSATIUN

Each’ non—employee member of the board recexves an annual
retainer of $40; 000 in cash plus restrrcted stock, vestmg one year
after date of grant, with' a value on the date of grant of $50 000.
In addrtron the Audit Commrttee charr receives $25,000 per e
year, "dhd the ¢hair of each other committee receivés |
$10,000 per year All commlttee ‘miembers also réceive $1, 000 for
attendénce‘at efich commrttee meetmg Begmmng on Febru-~
ary 22, 2005 ‘each director also” recelves $1,000 for telephomc )
attendance &t each’ meetmg of the' full board’ and $2,000 for
—person “attendance. Each drrector of Charter is entitled to
relmbursement for ‘costs mcurred in connectlon wrth attendance
“ at’Boatd and Committee meetmgs ‘

l)xrectors who were employees dld not receive addntronal
President and Chief" Executive Oﬂicer in 2004 was’ the only
director who' was also’an employee during 2004.

Our Bylaws prov1de that all dxrectors are entitled to
mdemmﬁcatron to the maximum extent permitted by law from’
and agmnst any clarms damages, liabilities, losses, costs or '
expenses mcurred 1n connection with or arrsmg out of the
performance by them of thelr dutles for us or our subsrdxarres

EXECUT_lVE OFFICERS

The following per_sons are _executive oﬁicers of Charter Commu-
nications, Inc.: -- |

Position

Executive Officers

" Chairman of tl‘\e'Board of
. Directors ‘

Interim President and Chref

Robert P. May '
S ‘Executive Ofhcer T
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Exectrﬂ've’ Officers Pusmnn

Derek Chang -

Executxve Vrce Presrdent of
‘ ,TFmance and Strategy and
Interim co—Chref Fmancral

C Officer

Thomas A. Cullen - - 'Executive Vice President of -
R -« . ‘Advanced Services-and

- ‘Business Development

”Executwe Vice Presrdent and

Wayne H. Davis
AR ~ Chiéf Techmcal Officer

Executlve VICC Pre31dent,
- Operations and Customer - .
- Care

Michael ], Lovett.

Paul E.'Martin’ Senior Vice President,
. o Prinéipal Accounting Officer”
"and Intérim co—Chref A
) Flnancral Officer -

Curtis S. Shaw . L Executlve Vlce Presrdent

__ General Counsel and
,Secretary

Information regarding our executive oﬂicers who ‘do not
serve as directors is set forth below... g

Derek Chang; 36, Executive Vice Presrdent of Fmance )
and Strategy and Interim co-Chief Financial Officer. Mr. Chang .
joined Charter in December 2003 as-Executive Vice President of.
Finance and Strategy and was also .appointed Interim co-Chief -
Financial Officer in August 2004. Prior to joining Charter, " 1.7
Mr. Chang was. Executive Vice President.of the Yankees
Entertainment and Sports (YES) Network, 2. regional :sports
programming network i New York where he headed corporate:
development and -financing activities from the company’s:incep-
tion in- 2001 'until January 2003. Prior to. joining: YES, he was. the
Chief Financial Officer and Co-Chief Operating Officer of
GlobalCenter, the web hosting subsidiary of Global Crossing.
Mr..Chang worked for TCI Communications/AT&T. Broadband
in Denver from 1997 to 2000, ultimately as Executive Vice «-iis’
President of Corporate Development, where he directed; mergers
and.acquisitions activities and managed a multi-billion dollar, , -
portfolio of cable joint ventures. He was with InterMedia
Partners in.San-Francisco. from 1994.to 1997 where he held-a: ;
number of positions-and was ultimately Treasurer. Mr. Chang:.-
received a B.A. degree from Yale University and-an M.B.A. fromi
the Stanford University Graduate School of Business. .

Thomas A. Cullen, 45, Executive Vice President of .
Advanced Services and Business Development. Mr. Cullen
JOIDCCl Charter as Senior Vice President of Advanced Services. -
and Business Development in August 2003 and was promoted &
to. Executive Vice President in August-2004. From January 2001
to. October 2002, Mr. Cullen: was General Partner of Lone Tree :
Capital, a private equity partnership focused on investment . -
opportunities in the technology and communications sector. .
From March 1997 to June 2000, Mr. Cullen was President of :.-
MediaOne Ventures. Prior to that, Mr. Cullen served in several

e e
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capacities with MediaOne Internet Services including -Vicé .
President from April 1998 to June 2000 and Vice President of
Busmess Development from September 1995 to March 1997.
Mr. Cullen is a member of Colorado State Umversrty Global
Leadershrp Councrl He is also a member of the board of " _
directors of the Cable & Telecommumcatrons Assocratlon for '
Marketmg (CT AM). Mr. Cullen is a graduate of Northern ’
Arizona University with aB. S deg'ree in Busmess Adrmmstra-
tion. He earned a Master of Busmess Admmlstratlon from the
University of Colorado. '

Wayne H. Davis, 51, Executive Vice Presrdent and Chref
Technical Officer. Prior to his current position, Mr. Davis served
as a Senior Vice President, Engineering and Technical Opera-
tions, and as"Assistant to the President/Vice President of
Management Services since July 2002-and ‘prior.to-that, hé was’
Vice ‘President :of Engineering/Operations for'Charter’s National-
Region:from December 2001::Before: joining. Chafter, Mr: Davis-
held the‘position of Vice President of: :Engineering: for Comcast
Corporation, Inc. Prior to that, he held various engineering -
positions including Vice President of Engineering for Jones

Intercable Inc. He began his. career in the cable industry in 1980.

He attended the State University of New York at Albany.

Mr. Davis serves ‘as an advisory board member ‘of Cedar Point
,-Commumcatrons, and as d board member ¢ ;@Secunty Broad-
_,,band Corp a company in wluch Charter owris an equity.. . .
. investment mterest Mr. Davis is also a member of the So,‘ 'ty
- of Cable Telecommunications Engineers.

. Michael J. Lovett, 43, Executive Vice President, Opera—

tlons and Customer Care. Mr Lovett was, promoted to his
current position in’ September 2004. Prior to that he served ‘as
Senior Vice President, Midwest Division Operations and as
Senior Vice President of Operations Support, since joining:. .~
Charter in August 2003. Mt. Lovett was-Chief Operating Officer
of Voyant Technologies, Inc., a voice conferencing hardware/
software solutions provider, from December 2001 to August
2003. From November 2000-to December 2001, he was /¢!
Executlve Vice’ Presrdent of Operations for OneSecure, Inc -
startup company delrvermg management/monitoring of ﬁrewalls

and virtual private networks, Prior to that, Mr. Lovett was
" Regwnal Vice President at AT&T from June 1999 to November

2000 where he was responsible for operations. Mr. Lovett was -

Senior Vice President at Jones Intercable from October 1989 to
- June 1999 where he. was responsible for operations in nine..

staies Mr. Lovett began his career in cable television at Centel

Corporation where he held a number of positions.

Paul E. Martin, 44, Senior Vice President, Interim co-,.

Chief Financial Officer and Principal Accountmg Officer.

Mr. Martin has been employed by Charter since March 2000

when he joined Charter as Vice Presrdent and Corporate

Controller. In April 2002, Mr. Martin was promoted to Senior- -
Vice President and Principal Accounting Officer and’in August” * -
2004 was named interim co-Chief Financial Officer. Prior.to . .

joining Charter, Mr. Martin was Vice President and Controller

manufacturer of paper products. From 1995 to' Fébruary 1999, '

Mr. Martin was Chief Financial Officer of Rawlings Sporting.-:+ ... .

Goods Company, Inc Mr. Martin received a‘B.S. degree with -
honors in Accountmg from the Umversrty of Missouri —
St. LOlllS B

‘ Curtls S, Shaw, 56 Executrve Vrce Presxdent, General
Counsel and Secretary Mr. Shaw was promoted to Executive
Vice Presrdent in October 2003 Prtor to joining Charter
Investment as Semor Vrce Pre51dent General Counsel ‘and }
Secretary in 1997 Mr Shaw sprved as corporate counsel to )
NYNEX' from 1988 through 1996. Since 1973, Mr. Shaw has
practiced as a corporate lawyer specralrzmg in mergers and’
acquisitions, joint ventures, public offerlngs, ﬁnancmgs, and
federal securities and antitrust law. Mr. Shaw received a
B.A. degree with honors in, Econemics from Trinity College and
“a J.D. degree from Columbia Umversrty School of Law

FoRd AT

CDMPENSATI(]N COMMITTEE INTERLUCKS AND INSIDER PARTICIPATION |

Untrl;,«Aprr_l »2004,<when 'Mr.; Sav‘oy resrgned tfrom\ the-,board, the .
Compensation Committee.of Charter ;was- comprised of :

Messrs. -Allen, Sayoy and.Nathanson, In2004, Nancy Peretsman
and David Merritt served as the Option Plan Committee that
administered the 1999 Charter Communications Option Plan
and the Charter Communications, Inc. 2001 Stock Incentive

" Plan until Mr. Lillis replaced Ms. Peretsman on the Optron Plan
- Commrttee in July 2004. !

: No member of the Compensatron Committee or the

'Optlon Plan Committee was an officer-or-employée of Charter

L9y

o any of ifs subsidiaries during 2004, except for-MF: Allen, who

:.‘seived as a'non-employee chairman of the Compensation
”Commlttee Also, Mr. Nathanson was an oﬂicer ‘of certain
" ‘subsidiari#s of Charter prior to their acquisition by Charter in

1999 and held the title of Vice Chairman of Charter’s board of

‘,dlrectors a non-executive, non-salaried posrtron in 2004.
""*Mr. Allen'is the 100% owner and a drrector of Vulcan Inc. and

certain of its affiliates, which employed M. Savoy, one of our
directors untrl April 27, 2004, as an executive officer in the past_

:~and currently employs Mr. Conn and Jo Allen Patton asan, -,
- -‘;::executlve officer. Mr. Allen also was a director of and mdrrectly

owned 98% of TechTV, of which Mr. Wangberg, one.of our.

- .directors, was a director until the sale of TechTV to.an
- ‘unrelated third party in May 2004. Transactions:between
"‘Charter 4rdd members of the Compensation ‘Committee are

more fully described in “~ Director Compensation” and in

-#Item 13:‘Certain Relationships and Related Tratisactions —
*"Other Miscellaneous Relationships.” .

During 2004, (1) none of our executive officers served on
the: ‘compensation committee: of any other company that has an

o executive officer’ currently s servmg on the board of directors,

) ';“_,fi_Compensatron Commrttee or. Optron Plan. Commlttee of Char-

- tér and (2) except for Carl- Vogel who served as.a director of
‘ "Drgeo Inc;, ‘an entity of which Paut’ Allen is ‘a*director and by
virtue of his position, as Charrman of the board of directors of
-4 Digeo, Incis also a+ non—employee executive officér, none of our
" execitive' ofﬁcers served as’ @’ drrector of another entity, one of

for Operations and Logistics for Fort James Corporation,a- == " ' whose executive officers. served on. the Compensation Commrt-

tee or Optron Pla.n Commlttee of Charter
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SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE

CODE OF ETHICS -

Section 16 of the Exc'hange Act requires our directors and
certain of our officers, and persons who own more than 10% of
our common stock, to file initial reports of ownership and
reports of changes in ownershlp with the SEC. Such persons are
required by SEC regulation to furnish us with copies of all
Section 16(a) forms they file. Based solely on our review of the
copies of such forms furnished to us and written representations
from these’ ofﬁcers and directors, we beheve that all Sec-

tion 16(a) filing reqmrements were met in 2004

ITEM 11. EXECUTIVE COMPENSATION

In January 2003, we adopted a Code of Conduct that constltutes

a Code of Ethics thhm the meaning of federal securities
regulations for our employees, mcludmg all executive officers,
and established a hotline and website for reporting alleged
violations of the code of conduct, established procedures for -
processing ‘complaints and 1mplemented educational programs
to mform our employees regardmg the Code of Conduct. A
copy of our Code of Conduct is filed as Exhibit 14.1 to thxs
annual report

SUMMARY CDMPENSATION TABLE

The following table sets forth information as of December 31,
2004 regarditig tHe compensation to those executive officers-
listed below for services rendered for the fiscal years ended:: -

Chief Executive Officer, each-of the’other four most highly . *:
compensated ‘executive -officers as of December 31, 2004, 4nd - -
one other highly compensated executive officer who served . -
during 2004 but was not an-executive officer on December:31,

: L 004
December 31, 2002, 2003 and 2004. These officers consist of the 2
‘ Long-Term Compensation . :
) . Pward <1
N a  Year _Anaual Compensation  pogtricte Securities -
h Ended ' - Other Annual Stock Underlying . Al Other
Name and Principal Position + Dec. 31 Salary ($) Bonus ($) Compensation ($) “Awards (§) Options (#) ~ Campensation ($)"
Carl E. Vogel® - 12004 1038462  500,0007 - 4,658,00017 580,000 42426
Former President and Chief 2003 - 1,000,000  150,060® 30,3450 = 750,000 12,6399
Executive Officer 2002 . 980,769  330,0009 21496149 . 11,000,000 10,255
Margaret A. Bellville® 2004 . 478,366 Y 283099 612,000 200, 000 T 204,408
Former Executive Vice , 2003 581,730  203,125® © 308100 0 T — C 10913970
President, Chief Operating } 2002 9615 150,000 Co— — 500,000 R
Officer ' . o C ) .
Derek Chang® 2004 . 448077 8570000 725509 - 39525019 135000 5,510
Executive Vice President of 2003 15385 - . — e -192,000%% 350,000 . —
Finance and Strategy, Intenm co—Chlef Fmanc1al ' '
Ofhcer o » - )
Steven A. Schumm® "2004 1467308 . 15815M . —  8629520% 135,000 - © 12,360
Former Executive Vice 2003 - 448,077 45,000 ) S - —_ 250,000 9,889
" President and Chief - 2002 436058  588,000Y © — S — 300000 ° 5255
Administrative Officer ’ ' o R o ) ’ ‘ .
Curtis S. Shaw - 2004 42015 16109 . — 395250 135000 12,592
Executive Vice President, $2003° - 275782 37500 — = 250000 9.411%9
General Counsel and - SR 2002 249711 281,500%Y CoS— T 100,000 3,09
Secretary o o T o C .
Michael J. Lovett® 2004° 291,346 241,888 — 735157080 172,000 " 15,1507
Executive Vice President, 2003 81,731 :2,400%¢

Operations and Customer Care

60,000 T ».»100,000»

M Except as noted in'notes 23 through 26 below respectively, these amounts consist of matchmg contnbuuons under our 401(k) plan, premiums for supplementa.l life

insurance available to executives, and long-term disability available,to executives.

@ Mr. Vogel resigned from all of his positions with Charter and its subsidiaries on January 17; 2005 . .

® Ms. Bellville became the Chief Operating Officer of Charter in December 2002 and terminated her _employment, effectwe September 30 2004

@ Mr. Chang was hired as Executive Vice President of Finance and Strategy-in-December 2003, and was appomted Interim co~Chief Financial Officer in August 2004
® Mr. Schumm’s position with Charter. and its subsidiaries was eliminated, resulting in the termination of his employmerit on January 28, 2005.

© Mr. Lovett joined Charter in August 2003 and was promoted to his current posmon in September 2004

@ Mr. Vogel’s bonus for 2004 was a mid-year discretionary bonus.

(3) Mr. Vogel's and. Ms. Bellville’s 2002 and 2003 bonuses were determined in accordance with the terms of their respec-tnve employment agreements
*) Includes a one-time signing bonus of $150,000 pursuant to an employment agreement. . ¢ :
“” Mr. Chang’s bonus for 2004 represents the 2004 portion of 2 $150,000 special bonus expected.to be peud for co—Intenm Chxef Fmanaal Oﬂicer service through

2005. .
(9 My, Schumm's bonus for 2004 was determmed in accordance with his separation

March 31, 2005.-Payment of the bonus is condmoned on ‘continted service in that capacuy unt.ll the earher of the nammg of a permanent replacement or March 31,

agreement,
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SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLIANCE GODE OF ETHICS

Section 16 of the Exchaoée Act requires our directors and In January 2003 we adopted a Code of Conduct that constltutes
certain of our officers, and persons who own more than 10% of a Code of Ethrcs within the meaning of federal securities

our common stock, to file initial reports of ownership and regulations for our employees, including all executtve officers,
reports of changes in ownershlp with the SEC. Such persons are and established a hotline and website for reporting alleged
required by SEC regulation to furnish us with copies of all’ violations of the code of conduct established procedures for
Section 16(a) : forms they file. Based solely on our review of the’ processing complaints and unplemented educational programs
copies of such forms furnished to us and written representattons to mform our employees regardmg the Code of Conduct. A
from these officers and directors, we believe that all Sec- copy of 6ur Code of Conduct is filed as EXhlblt 14 1to tl’llS Y
tion 16(a) ﬁlmg requxrements were met in 2004 . ‘ armual report.

iTEM 110 EXECUTIVE COMPENSATION i ' o : CEE e
SUMMARY COMPENSATIUN TABI.E » ) v Chief Executive ‘Officer, each of theiother four most highly .. ¢

compensated- executive -officers as of December 31, 2004,-and
one other highly-compensated executive officer who served :.°
during 2004 but-was not an executive officer on December.31,

The followmg table sets forth mformatlon as of December 31,
2004 regarding the compensation to those executive officers
listed below for seivices rendered for the fiscal years énded -

Nl , 004.
December 31, 2002, 2003 and 2004. These officers consist of the 2
o . Lﬂng Term Compensation
L . Award. . [
 Year . .. Aonual Compensation Restrcted Securities -

: Ended ' - Qther Annual Stack Underlying . AII Other
Name and Principal Position i i Dec. 31 Salary ($) Bonus (§) Compensation (§) © “Awirds 8) " Options (4) - Compensatmn @
Carl E. Vogel® - .. e 2004 1,038462 5000007 - 4,658,000“7’ 580,000 ©  42426%

Former President'and Chief. . . ... .2003 1,000,000  150,080® 30,3459 750,000 0 12,6399
- Executive Officer . o 2002 980,769 330,000 21496149 11,000,000 -+~ 102557
Margaret A. Bellville® . e 2004 . 478366 = 7 2830909 " "'612,000(‘8) 200000 " 204,408%9

Former Executive Vice o . 2003 581,730 203,1259 3081000 - 0 T — — T 109,139%9

President, Chief Operating o 2002 . 9615 150,0000°) G- L= . +'500,000 - Co =
Derek Chang® . 2004 448077 857000 - - 72559 395250%Y 135000 . 5510

Executive Vice President of 2003 . 15385 - . — Co= 192,000 350000 -

Finance and Strategy, Intenm co-Chxef Fmanctal ) : ‘

Officer” - _ AR ‘ R
StevenA.SchummS) L ‘ 2004 467,308 15815 , — 86295279 135000 ., . . 12,360

Former Executrve Vice * ’ 2003 448,077 45,000 . - - 250, 000 . 9,889

“President and Chief < i o 12002 - 436058 5880007 -~ — 300000 5,255

Administrative Ofhicer o e ) RS Co - C co ) ‘ R
Curtis S. Shaw ~ 7~ S 2004 422115 16109 — 39525080 135000 1259

Executive Vice-President,’ 12003+ 275782 37500 — o= 250,000 9411%9

General Counsel and LT 2002 249,711 2815007 = T 100000 3,096

Secretary . _— - ) : o e - N
Michael J.-Lovett®. " - 2004 291346 241,888 — " 351,570%% 172,000 " 15,150%9

Executive Vice President, e 2003 81,731 60,000 ST — e T L 100,0000 T 2,40089
Operations and Customer Care . R :

@ Except as noted in' notes 23 through 26 below respectively, these amounts consist of matching contnbuttons under our 401(k) pla.n premiums for supplemental life
insurance available to executives, and long-term disability available to executives.
@ Mr. Vogel resigned from all of his positions with Charter and its subsidiaries on January 17; 2005.
® Ms. Bellville became the Chief Operating Officer of Charter in December 2002 and terminated her employment, effectrve September 30 2004
 Mr. Chang was hired as Executive Vice President of Finance and Strategyin' December 2003, and was appointed Interim co-Chief Financial Officer in August 2004
® Mr. Schumm’s position with Charter and its subsidiaries was eliminated, resulting in the termination of his employment on January 28, 2005.
9 Mr. Lovett joined Charter, in August 2003 and was promoted to his current posmon in September 2004.
O Mr. Vogel's bonus for 2004 was a mid-year discretionary bonus.
® Mr. Vogel's and Ms. Beliville's 2002 and 2003 bonuses were determined in accordance with the terms of their respective employment ag-reements
® Includes a one-time signing bonus of $150,000 pursuant to an employment agreement. ; ‘
a0 My, Cha.ngs bonus for 2004 represents the 2004 portion of a $150,000 special bonus expected to be pa.rd for co-Interim Chtef Fmanmal Ofﬁcer service through
March 31, 2005. Payment of the bonus is conditioned on ‘contirived semce in that capacity untrl the earlier of the nammg ofa permanent replacement or March 31
2005. ‘ :
9 M. Schumam's bonus for 2004 was detenmned in accordance with his separation agreement,
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2 Includes a “stay” bonus representing the principal and interest forgiven under employee's promissory note, amounting to $363,000 for 2002; and $225,000 awarded as a
bonus for services performed in 2002.

9 Includes a “stay” bonus representing the principal and interest forgrven under employee’s promxssory note, amou.ntmg to 5181 500 for 2002; and $100,000 awarded asa
bonus for services performed in 2002.

% Amount attributed to personal use of the corporate airplane in 2003 and $100,000 attributed to personal use a.nd oommutmg in the corporate airplane in 2002 and
$114,961 for purchase of a car in 2002.

@9 Includes (i) for 2004, reimbursement for taxes (on a “grossed up’.basis) paid in respect of prior rermbursements for relocauon expenses, and (i) for 2003, $26, 010
attributed to personal use of the corporate airplane and $4,800 for car allowance.

9 Jncludes reimbursement for taxes (on a “grossed up” basis) paid in respect of prior reimbursements for relocatron expenses.

7 Includes 340,000 performance shares granted in January 2004 under our Long-Term Incentive Program that were to vest on the third anniversary of the grant date only
if Charter meets certain performance criteria. Also includes 680,000 restricted shares issued in exchange for stock options held by the named officer pursuant to the
February 2004 option exchange program described below, one half of which constituted performance shares which were to vest on the third anniversary of-the grant ;’
date only if Charter meets certain performance criteria, and the other half of which were to vest over three years in equal one-third installments. At December 31, 2004,
the value of all of the. named ofﬁcers unvested restricted stock holdings.(including performance shares) was $2,310,468, based on a per, share market value (closing sale-,
price) of $2.24 for our Class A common stock on December 31, 2004, All performance shares were forfelted upon termination of cmployment The remainder of the
restricted shares will vest in part on'the terms described below under “Employment’ Arfangements.” -

{18 These restricted sharés consisted solely of performance shares granted under our Long-Term Incentive Program that were to have vested on the third anniversary of the
grant date only if Charter meets certain performance criteria. At December 31, 2004, the value of all of the named officer’s unvested, restricted stock holdings. (including .,
performance shares) was $0, since all performance shares were previously forfeited upon the termination of employment.

(%) Restricted shares granted in 2003 vest over four years in equal one-fourth installments. Restricted shares granted-in 2004 represent 77,500 performance shares granted
under our Long-Term Incentive Program that were to vest on the third anniversary of the grant date only if Charter meets certain performance criteria. At
December 31, 2004, the value of all of the named officer’s unvested restricted stock holdings (including performance shares) was $257,600 based on a per share market
value (closing sale price) of $2.24 for our Class A common stock on December 31, 2004.

@ [neludes 77,500 performance shares granted in January 2004 under our Long-Term Incentive Program that were to vest on the third anniversary of the grant date only if
‘Charter mests certain performance criteria. |
Also inicludes restricted shares issued in exchange for stock optrons held by the named officer pursuant to the February 2004 option exchange program described below
One half of these restricted shares constitutes performance’shares which were to vest on the third anniversary of the grant date only if Charter meets certain

" - performance’ criteria'and ‘the other half of which were to vest.over three years in equal one-third installments.- At December 31, 2004, the value of all of the named . .
officer’s unvested restricted stock holdings (including performance shares) was $417,240, based on a per share market value (closing sale price) of $2.24 for our Class A .
common stock on December 31, 2004. All performance shares were forfeited upon the termination of employment. The remainder of the restricted sharés will vest in
part on the terms described below under “Employment Arfangements.”

@1 These restricted shares consist solely of performance shares -granted under our Long-Term Incentive Program that will vest on the third anniversary of the grant date
only if Charter meets certain performance criteria. At December 31, 2004, the value of all of the named officer's unvested restricted stock holdings (including
performance shares) was $173,600 based on a per share market value (closing sale price) of $2.24 for our Class A common stock on December 31, 2004.

@) These restricted shares consist solely of performance shares granted under our Long-Term Incentive Program that will vest on the third anniversary -of the grant date
only if Charter meets certain performance criteria. At-December 31,.2004, the value of;all of the named officer’s unvested restricted stock holdings (including
performance shares) was $197,120, based on a per share market value (closing sale price) of $2.24 for our Class A common stock on December 31, 2004..

®) In addition to items in Note 1 above, includes (i) for 2004,:$28,977 attributed to personal use of the corporate airplane,$10,000 as reimbursement for tax advmory

" services and (ii) for 2003, $10,000 as reimbursement for tax advisory services; and (iii) for 2002, $10,000 as reimbursement for tax advisory services. .

@9 In addition to items in Note 1 above, includes (i) for 2004, $183,899 for severance and accrued vacation at termination of employment, $10,299 for COBRA.payments
following termination, $4,650 for :automobile alfowance and $2,831 attributed to personal use of the eorporate airplane, and (u) for 2003, $5,000 as reimbursement for tax
advisory services, $7,500 for legal services and $93,684 paid in relation to relocation expenses. .

@9 In addition to.items in Note 1 above, includes for 2003, $2,287 attributed to personal use of the corporate a.u'plane. .

@) In addition to items in Note 1 above, includes, (i) for 2004, $7,200 for automobile allowance, and $597 attributed to personal use of the corporation aircraft and (u) for
2003, $2,400 for automobile allowance.

2004 OPTION GRANTS

The followmg table shows mdmdual grants of optlons made to individuals named in the Summary Compensation Table durmg
2004. All such grants were made under the 2001 Stock Incentlve Plan and the exercise pnce was based upon the fair market value of
Charter’s Class A common stock.on the respectrve grant dates ‘

Number of . % of . . . '

Securities - Total , Potential Rgaiizable Valug at

Underiying- .~~~ Options . : Assumed Annual Rate of

. Options. . Grantedto . Exercise ) Stock Price Appreciation

" Granted » Employees orice’ Expiration . For Option Term(2)

Name : oo ww - inoom ) Date C%® . 1% ()
Carl E. Vogel® ‘ o 580,000 6.17% $ 5.17 1/27/14 1,885,803 4,778,996
Margaret A. Bellville®’ o 200000 2.13% 517 1/27/14 650277 - 1,647,930
Derek Chang S . 135000 " 144% . 517, . 1/27/14 438,937 . 1,112,353
Steven A. Schumm® ~ 135000 144% 517 1/27/14 . 438937 1,112,353
Curtis S. Shaw L C 135000 144% - 517 1/27/14 . - 438,937 1,112,353
Michael J. Lovett 1 L 77,000 C0.82% 5:17 1/27/14 " 251,982 638,573
‘ 125000 0.13% -4.555 4/27/14 . 35808 90,744

82 000 087% - - 2.865: 10/26/14 - 147,746 -374,418

o Opuons are transferable under limited conditions, primarily to accommodate estate planning purposes. These opuons generally vest in four equal mstallments
commencing on the first anniversary following the grant date. )
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® This'column shows the hypothetical gains on the.options granted based on assumed annual compound price appreciation -of 5% and.10% over the full ten-year term of
the options. The assumed rates of 5% and 10% appreciation are mandated by the SEC and do not represent our estimate or projection of future-prices. :
®) Mr. Vogeél's employment terminated- on January:17,2005: Under the'terms of the separation 'agreemerit, "his options will continue to vest until December 31, 2005 ; and all
vested options are exercisable until sixty (60) days thereafter. s !
% Ms. Bellville terminated employment on September 30,:2004: Under the terms:of the separation agreement. ‘her" options: will. continue to vest untnl December 31 2005
and all vested options are exercisable until sixty (60) days thereafter.
® Mr. Schumm’s employment terminated on January 28;2005. Under the terms of the separatron agreement, his: optrons wrll continue to vest until Apnl 28 2006, and all
vested options are exercisable until sixty (60) days thereaﬁer L e

2004 Aggregated Option Exerclses and Uptlon Value ‘l“ e

The followmg table sets forth for the 1nd1v1duals named in the Summary Compensa'aon Table (i) mformatxon concerning, optrons
exercised dunng 2004 (u) the number of shares of our Class A common stock underlymg unexercrsed optlons at year-end 2004, and
(iii) the-value of unexercised “in-the-money’ optrons (Le; the positive. spread between: the exercise pnce of outstandmg optlons and

the niarket:value of our Class-A common stock) on December 31, 2004 L e Come

Number,‘ol.Serqrilie‘s e e
* Underlying Unexercised. r . = . | Value of Unexercised In-the

, ’ Sllares ‘ , ... . Options at December 31,. - L.~ .-Maney Optmns at
IS e e Acquired o Nalug s 2004,800), .. | ‘ December 31, 2004 (§)(2)
Name _ Exercise (#} Realized ($) Exercisable Unexercisable' -+ Exercisable- . <. Unexercisable
cé}'iE vo"g‘éi"' T T L 2499999 3230001 oo
Derek Chang S e R TS0 397500 e
Steven A. Schumm® o T - C182500 . .,.502,500..,4 L= -
Curtis: $: Shaw TR S U . 438833 . - 420167 . o = o o -
Michael J. Lovett R, = 25 000_ . ‘247000 oL to-

® Options- granted prior to 2001 and’ under the=1999 Charter 'Commumcatlons Optlon Plan, when vested are exercisable for: memberslup units of Charter- Holdco whxch ’
are immediately*exchanged on a:one-for-one! basis for shares of ‘our Class’A. comimon stock upon exerc:se of the opnon. Optrons granted under the 2001 Stock Incentlve
Plan and after 2000 are exercisable for ‘shares ofiour:Glass "A+common stock. - IS i Ll

(2) Based .on ‘aiper share market value {closing’ pnce) 0f1$2.24 ds- oftDecember- 31, 2004 for our Cla.ss A comion- stock. B : ' L
@ Mr. Vogel's employment terminated-on’ January 17;:2005; Under the terms of the sepa.ratlon agreement, his opnons wdl contmue to 'vést unul December 31 2005 and all
vested ‘options aré exercisable until® stxty {(60): days thereafter.: < i e “ L

@ Ms. Bellville terminated employment ‘ot September-30; 2004.-Under: the terms of the separanon agreement her opuons w1ll continue. to"vest unnl December 31 2005
and all vested options are exercisable until sixty (60) days thereafter. A i,

© Mr. Schumm'’s employment terminated on January 28, 2005:. Under the terms of the: scparatron agreement, hrs opuons w1ll continue- to’ vest unttl Apnl 28; 2006 and all
vested options-are exercisable until sixty (60)-days thereafter. . ~ ' © S

OPTION/STOCK INCENTIVE PLANS Plan will terminate on February 12 2011 and no optron or

" ! AR VRIN

award can be granted thereafter. P SN
Together, the plans allow for the issuance of up to a total
6f 90,000,000 shdres of our’Class A common stock (oruriits
" exchangeable for olr Class A common stock). Any’ shares
covéréd by options that are términated under the 1999 Charter
- Communications Option Plan will be transferred to the 2001 -
Stock Incentlve Plan, and no new options will be granted under
the 1999 Charter Communications Option Plan. At Decem-
ber 31, 2004, 1,004,848 shares had been issued under the plans
exchanged for shares of Charter Class A common‘stock on a upon exércise of options, 187,699 had been issued upon vesting
one—for—one bams . - - . “of réstricted stock granted under the plans, and 2,076,860 sharés
,,,,, . were sub_]ect to future vesting under restricted stock agreements
“Of the remammg 86,730,593 shares covered by the plans as of
December 31 '2004, 24,834,513 were subject to outstandmg

The Plans. We have granted stock options, restricted stock
and other. incentive compensation, under two_plans.+ the 1999 .
Charter.Communications Option. Plan.and. the 2001 Stock - -
Incentive Plan. The 1999 Charter Communications Option Plan
provided for the grant of options to purchase membership units
in Charter Holdco to current and prospectlve employees and
consultan of Charter Holdco and its affiliates and to our
current and prospective non-employee directors. Membership
units received upon exercise of any.options are immediately

non—qualjﬁed stock options, stock apprecxatron rights;dividend .-

equivalent rights, performance units anid performanceshares, e
N . g ’p‘ . e p . _options (31% 'of which were vested), and there were 6, 899, 600
share awards, phantom-stock and/or'shares of restricted stock L
iy o IR s . L performanc shares granted under Charter’s Long- Term Incen-
(not*to. exceed 3,000,000 shares) ds each iterm is défined in the .- : T
. e tive Program as of December 31, 2004, to vest on'the thitd
2001"Stock Incentive Plan. Employees, officers, conisiitants and . - .
e L e . e e anmversary ,the date of grant conditional upon Charter’s
directors of Charter and its subsidiariesand afhiliatés ‘afe eligible :
performance against certain financial targets approved by Char—
to receive grants under the.2001 Stock Incentive Plan. Generally, .
teér’s board of- dlrectors at the time’ of the award As of
options expire 10 years from the grant date. Unless sooner

terminated by our board of directors, the 2001 Stock Incentive

L
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December 31, 2004, 54,996,480 shares remained available for .
future grants-under the plans: -

The plans authorize the repricing of optlons which could
include reducing the exercise price per share of any: outstandmg
option, permitting the cancellation, forfeiture or tender of ... |
outstanding options in exchange for other awards or for new
options.with a lower-exercise price:per share, or repricing or
replacing; any. outstanding-options by any other method. .. -

In January 2004, the-Compensation Committee of our -
board of directors: approved our Long-Term Incentive Program,
or LTIP;swhich is a-program: admiriistered under, the 2001 Stock
Incentive Plan. Under the-LTIP,;employees of Charter and its -

subsididries whose pay classifications.exceed a certain level are

eligible to receive stock options, and: more senior level employ- -
ees wére;eligible; to-receive:stock options’and performance :».
shares: The stock options vest:25% on each of the first four =+
anniversaries of the date of grant. The performance shares vest
at:the énd of a three-year performance cycle and shares of.
Class ‘A-common -stock are issued, conditional upon our ." : -,
performance dgainst financial performance measures established
by:our. management: and -approved.by the board of directors:as .
of the time 6f'the award. We granted 6,899,600 million - -
petformarice shares in January. 2004, under-this program and.
recognizéd expense of $8 million in the first three quarters of
2004. However, in the fourth quarter. of 2004, we reversed the
entire:$8 million of expense bdsed on our assessment of the
probability of achieving:the financial .performance- measures
established by management-and required to.be met for the
performance shares to. vest. v

The 2001 Stock-Incentive Plan must: be admrmstered by, ‘
and-grants and awards to eligible individuals must be approved
by our board of directors or a committee thereof consisting
solely-of-nonemployee directors as defined in Section 16b-3-. -
undér the Securities Exchange Act-of 1934, as amended.- The -
board of directors or such-committee determines the terms of
each stock:option grant, restricteéd stock grant or other award at
the time-of grant, including the &xercise price to be paid for the
shares;the vesting schedule for each option, the price, if any, to
be:paid by the grantee for the: restricted stock; the restrictions
placed’on. the shares, and- the time or.times when the
restrictions will lapse: The board of directors: of such committee
also has, the power to accelerate, the vestmg of any grant or
extend-the term thereof.

.- Upen-a change of control of Charter, the board of dlrectors
or the administering: committee :can shorten the exercise period
of any option, have the survivor or successor entity assume the
options:with appropriate adjustments, or cancel options and pay
outin cash.: If. an‘optione’e’sor -grantee’s employment is .
terminated without “cause” or for “good reason following a

“change in control” (as-those terms are defined in the plans),
unless- Gtherwise provided in. an.agreement, with réspect to such
optionee’s or grantee’s awards under the plans, all outstanding
options will become immediately and fully exercisable, .all
outstanding stock appreciation rights will become immediately
and fully exercisable, the restrictions on the outstanding .
restricted stock will lapse, and all of the outstanding perform-

ance shares will vest. and the restrictions on all of the .
outstanding performance shares will lapse as:if all performance '
objectives had. been satisfied at. the maximum devel. :

-February 2004 Option Exchange.” In January 2004, we
offered employees of Charter.and its subsidiaries. the right to
exchange all stock options (vested and unvested).under the 1999
Charter. Communications Option Plan‘and. 2001 Stock Incentive,
Plan that had.an exercise price over $10-per share for shares of
restricted Charter Class A common stock or, in some instances,
cash. Based on-a sliding exchange ratio, which:varied depending
on the exéreise price.of an employee’s outstanding.options, if an:
employee ¥Would;have received: more than.400 shares of .:
restricted  stock in’ exchange for. tendered options, we. issued to .
that employee shares. of restricted-stock instheiexchange. If, - ..
based, on;the exchange ratios, an‘employee would-have réceived
400 or-fewer: shares of restricted stock in exchange. for tendered -
options,.we:instead paid.to the employee:.cash:in an:amount
equal to;thé number of shares the employee would have.. . ;
received multiplied.by $5.00. The offer applied:to options to:.. .
purchase a total-of 22,929,573 -shares of Class: A-common. stock,
or approximately 48% of our 47,882,365 .total.options (vested.. .«
and unvested) issued and outstanding as of December 31; 2003.,
Participation by employees was voluntary. Non-employee meni-
bers.of the board of directors of Charter or-any..of its' .
subsidiaries were not eligible to participate.in the exchange: offer.

In the closing of the exchange offer on-February 20, 2004, .
we accepted for cancellation eligible options to purchase™i:. ..
approximately: 18,137,664 shares of:cur.Class -A:commien stock.
In exchange, we granted approximately 1,966,686:shares of- © .
restricted sfock, including 460,777 performance shares to. eligible
employees- of the rank of senior vice president and .above, and
paid a total cdsh ‘amount of approximately $4.million (which
amount iincludes; applicable withholding taxes) to those employ-
ees who received cash rather than shares of restricted stock.: :
The restricted stock was granted on February 25, 2004
Employees tendered approximately 79% of the optlons elxglble ‘
to be exchanged under the program.: ST .

The cost.of the stock option exchange program: Was -
approximately:$10 million, with.a 2004 -cash ‘compensationy . '~
expense of -approximately $4 million and a -nen-cash compensa-
tion expense of approximately. $6 million to be expensed ratably:
over the:three-year vesting period of the restncted stock: rssuedx

in the exchange..
e

EMPLoYME'N'T'ARﬁANeE'MENTs T

Messrs. May and Chang serve pursuant to letter? agreements
described below. Mr: Vogel and Ms. Bellvill¢ -are no: longer
employees ‘bt served durmg 2004 pursuant to employment o
agreements as' descrrbed below o i

effective TJanudry 17, 2005, whereby Mr. May serves as Charters“
Interim President and Chief Executwe Officer (the’ “May
Executive Servrces Agreement ): Under the May Executive s
Services Agreement "Mr! May récéives a 81, 250 000 base fee per-
year. If Mr‘May becomés’ Chatter’s' permanent Presrdent and
Chief Exécutive Officer of is terminated witholit cause, Mr. May'
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will be eligible to receive a one-time discretionary bonus up to
100% of the -actual base fee paid to him for his interim service
under the agreement, based on individual and company per-
formance. Mr..May will continue to receive the compensation
and reimbursement of expenses to which he is entitled in his
capacity as a‘member of the board of directors. Mr. May 'may -
terminate the May Executive Services Agreement on thirty:
{30) days notice. Charter may terminate such agreement upon
three (3) months notice, and Charter may elect at'its discretion
to-pay Mr: May the base rate for such period in lieu of all ‘or
part of the notice! Subject to the approval of the board of
directors or'a suitable-committee thereof; Mr. May will be
granted options to purchase shares of Charter Class- A common
stock and/or feceive a-grant of restricted stock pursuant to the
Charter Communications, Inc.-2001-Stock Incentive Plan, the
number-zand terms -of which will be determined as' soon as

practicable. Mr. May serves as an independent contractor and is:

not entitled to.any vacation or eligible to participate in-any® : -
employee benefit programs of Charter. Charter will reimburse
Mr. May: for:reasonable transportation costs from Mr. May’s
residence in:Florida or other locations to Charter’s-offices and -
will provide temporary: living quarters or reimburse: expenses
related thereto: S Do
Mr. Chadng is employed under the terms’ contamed in-an
offer letter effective December 2, 2003 providing for an-annual
base salary of $400,000 (which has since:been increased to-
$450,000:per year) and eligibility for an annual incentive-target -
of 100% of the base salary (based-on‘a combination :of personal
performance goals and overall company performance): - -
Mr. Chang is also eligible to.participate in our 2001-Stock. - ¢
Incentive Plan. Under this plan, Mr. Chang was granted. 350,000
options to-purchase Class A common stock and 50,000
restricted shares on December 9, 2003. Mr. Chang:is-also™
entitled to participate in our L'TIP. Mr.:Chang’s agreement -
provides that one half of each of his unvested restricted shares
would immediately vest, and one half of his unvested options of
the initial option grant would: vest if he is terminated without
cause or:if he elects to; terminate his employment due to (1) a
change in our Chief Executive Officer, (2) a change: in reporting
relationship to anyone other than the Chief Executive Officer,
(3) a requirement that the employee relocate, or (4) a-change of
control. of Charter; if terminated without cause. In-addition,
Mr. Chang would be entitled to eighteen months -of full -

severance benefits at his current compensation rate, plus the pro

rata portion of his bonus amounts within thirty days after
termination because of any of these events. In light of. 1
Mr. Vogel’s resignation, Charter and Mr. Chang have, agreed .
that he will have until April 15, 2005 to exercise hlS nght to
terminate his employment and receive the foregomg vesting, .
severance and, other benefits. In addition, Charter has agreed
that it will pay Mr. Chang a special $150,000 bonus, in addition
to any other bonuses to which he may be otherwise ennt]ed
conditioned on Mr. Changs contmued service as Interim
—Chxef Fi mancxal Ofhicer through March 31, 2005, or any
earher date.on Wthh Charter, may. appoint a new, permanent
Chief Fmanc1al Officer, and on his: contmued employment with
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Charter when the bonus is payable in March 2005. Mr. Chang
has informed Charter of his intention to resngn effective
April 15,.2005.

Until -his resignation in january 2005, Mr. Vogel was
employed as President and Chief Executive Officer, earning a
base annual salary -of $1,000,000 and was eligible to receive an..
annual bonus of up to $500,000, a portion of which was based
on personal performance goals and a-portion of which was
based on company performance measured against criteria
established by the board with Mr. Vogel: Pursuant to'his- - -+
employment agreement, Mr. Vogel was granted 3,400,000 "'
options to purchase Class°A common stock and 50,000 shares of
restricted stock under our 2001 Stock Incentive Plan. In the
February 2004 option exchange, Mr. Vogel exchanged his -~
3,400,000 options for 340,000 shares of restricted stock:and -~ v
340,000 performance shares. Mr. Vogel’s initial 50,000 restricted -
shares vested 25% on the grant date, with:the remainder:vesting®’
in 36 equal monthly installments beginning December 2002: The
340,000 shares of restricted stock wete to vest over a three-year.:
period, with one-third of the shares vesting on each of:the first
three anniversaries of the grant-date.. The 340,000 performance
shares were to vest at the end of a three-year period if certain .-
financial criteria'were: met. Mr. Vogel's agreement provided that,
if Mr. Vogel is terminated without cause or if Mr. Vogel
terminated the agreement for good reason, he is entitled to his’
aggregate base salary due during the remainder of tHe term:and.
full prorated benefits and bonus for the:year in' which
termination occurs: Mr. Vogel's agreement included a covenant
not to compete for the balance of the initial term or.any+: - -
renewal term, but no more than c‘)ne.yeaf in the event'of
termination without cause or by Mr. Vogel with good reason!. -
Mr. Vogel's agreement entitled him to participate in any
disability insurance, pensions or other benefit plans afforded to
employees generally .or to our executives, including our LTIP.
We agreed to reimburse Mr. Vogel annually for the cost of:term
life insurance in the amount of $5 million, although he declined
this reimbursement-in 2002, 2003 and 2004. Mr. Vogel was. . -
entitled to reimbursement of fees and dues for his membership -
in a country.club of his choice, which he declined in 2002, 2003
and 2004, and reimbursement for up to $10,000 per year for.tax,
legal and financial planning services. His agreement also. . . -
provided for a car and associated expenses for Mr. Vogel's use.’
Mr. Vogel's agreement provided for automatic one-year renewals
and-also provided that we would cause him to be elected: to our
board of directors without any additional compensation. .

In February 2005, Charter entered into an agreement v_vith
Mr. Vogel setting forth the terms of his resignation. Under the
terms of the agreement, Mr. Vogel received in February 2005 -all
accrued and‘unpaid base salary and vacation pay through the
date of resignation and a lump 'sum payment equal to the ‘
remainder of his base salary. during 2005 (totaling $953,425). In
addition, he will receive a lump sum cash payment of $500,000
at December 31, 2005, which is subject to reduction to the .
extent of compensation attributable to certain' competitive
activities.
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Mr. Vogel will continue to receive.certain health benefits
during 2005 and COBRA premiums for such health insurance -
coverage "for 18 months thereafter. All of his’ outstandmg stock
opnons as well as his restricted stock granted in 2004
(excluding 340,000 shares of restncted stock granted as “per-
formance units”, which will automatlcally be forfelted) will
continue to vest through Deécember 31, 2005. In’ addition, one-
half of the remaining unvested portion of l‘llS 2001 restricted
stock grant will vest immediately, and the other half was
forfeited. Mr. Vogel will have 60 days after Décember 31, 2005
to exermse any outstandmg vested stock’ optlons Under the
agreement, M. Vogel waived any ﬁxrther rlght to any bonus or
incentive plan participation and provrded certain releases of
claims against Charter and its subsrdranes from any “claims
arising out of or based upon any facts occurrmg pnor to the
date of the agreement, but Charter w1ll contmue to provrde
Mr. Vogel oertam mdemmﬁcanon nghts and to mclude '

Mr. “Vogel'in its director and officer lrabrlxty insurance for a ’
period of six years. Charter and its subsidiaries also agreed to
provrde releases of certdin claims agamst Mr. Vogel with certain
exceptrons reserved. Mr. Vogel has’ also agreed with’ lrmlted
exceptrons “that he will continue to be bound by the covenant
not’ to’ compete, conﬁdentralrty and’ non—dlsparagement provr—
sions contained in his 2001 employment agreement ' .

Ms. Bellville was employed as Executlve Vice Pre31dent
Chief Operatmg Officer. Until her resrgnatlon in September
2004, she was employed under an employment agreement
entered into as of April 27, 2003, that' would have termmated on
September 1, 2007. Her annual base salary was $625 000 and
she was eligible to receive an annual bonus in"an amount to be
determined by our board of directors, with a contractual
minimum for 2003 of $203,125. Commencing in 2004,

Ms. Bellville would have been eligible to receive a target annual
bonus equal to 100% of her base salary for the applicable year at
the discretion of the board of directors, 50% to be based on
personal performance goals and 50% to be based on overall
company performance. Under a prior offer letter dated Decem-
ber 3, 2002, Ms. Bellville was granted 500,000 options to
purchase shares of our Class A common stock, which vested
25% on the date of the grant (December 9, 2002), with the
balance to vest in 36 equal installments commencing January
2003. Ms. Bellville’s employment agreement provided that if she
was terminated without cause or if she terminated the agree-
ment for good reason (including due to a change in control or if
Ms. Bellville was required to report, directly or indirectly, to
persons other than the Chief Executive Officer), we would pay
Ms. Bellville an amount equal to the aggregate base salary due
to Ms. Bellville during the remainder of the term, or renewal
term and a full prorated bonus for the year in which the
termination occurs, within thirty days of termination.

Ms. Bellville’s agreement included a covenant not to compete
for the balance of the initial term or any renewal term, but no
more than one year, in the event of termination without cause
or by her with good reason. Her agreement further provided
that she was entitled to participate in any disability insurance,
pension or other benefit plan afforded to employees generally or

to executives; including our LTIP. Ms. Bellville was entitled to a
monthly.car: allowance and reimbursement for all business
expenses associated’ with the use of such car. Ms. Bellville's
agreement provided that she was entitled to the reimbursement
of dues for her membership in a country club of her choice, and
reimbursement for up to $5,000 per year for tax, legal and-
financial planning services. Her base salary.may have been
increased at the discretion of our board: of directors.

Ms. Bellville’s agreement provided for automatic: one—year :
renewals. : Lo :
~On: September 16, 2004, Charter entered into.an agreement
with Ms: Bellville-governing the terms and conditions-of her
resrgnatlon as an officer and:employee of Charter. Under. the
termis ‘of this -agreement, Ms.. Bellville has theé right to:receive

65 weeks of base pay based on an annual base of $625,000; plus
usual compensation for. all accrued vacation and other leave ' :
time. Her options to .purchase 700,000 shares of Class A - -
common stock will .continue: to-vest during, the salary continua-
tion period:-Ms. Béllville will- have 60 days-after. the expiration -
of the salary continuation period to, exercise any -outstanding
vested: options at.the applicable exercise prices established .at,
each.grant-date: To date, Ms. Bellville has exercised her-options
to purchase 350,000 shares. Ms. Bellville is entitled to- receive
relocation-benefits under-Charter’s current relocation policy with
respect to a move to a specified geographic area and wilt be -
provided:outplacement assistance for 6 months-following: the
date of her separation.from Charter: Hef ‘resignation was~.. . ...
effective September 30, 2004 The agreement provides that the
previously existing employment agreement would-terminate,: :
except for certain ongoing obligations: onMs. Bellville’s part’
concerning confidentiality, non-solicitation.and non-disparage-.
ment. The.contractual restriction on-her ability to solicit current
Charter employees does not apply to persons who, at the time -
of solicitation, have not worked for Charter in the prior

6 months and are not receiving severance from Charter. In
addition, the non-competition provisions of her employment
agreement were waived. Under the agreement, Ms. Bellville
waived a right to any bonus or incentive plan and released
Charter from any claims arising out of or based upon any facts
occurring prior to the date of the agreement, but Charter will
continue to provide Ms. Bellville certain indemnification rights
for that period.

In addition to the indemnification provisions which apply
to all employees under our bylaws, Mr. Vogel's and
Ms. Bellville’s agreements provide that we will indemnify and
hold harmless each employee to the maximum extent permitted
by law from and against any claims, damages, liabilities, losses,
costs or expenses in connection with or arising out of the
performance by the applicable employee of his or her duties.
Each of the above agreements also contains confidentiality and
non-solicitation provisions.

Effective January 28, 2005, we eliminated the position of
Chief Administrative Officer, resulting in the termination of
employment of Steven A. Schumm, Executive Vice President
and Chief Administrative Officer from Charter and each of our
subsidiaries for which Mr. Schumm served as an officer.
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Pursuant to a Separation Agreement executed on.February 8;: -
2005, we will continue to pay Mr: Schumm’s base salary for
65 weeks at an annual rate of $450,000, and Mr. Schumm. will .
be paid a bonus of $15,815 at such time as other executives -
receive their'bonuses..Mr. Schumm’s stock options will continue
to vest during the 65-week severance period, and he will have
60 days thereafter to exercise any vested options. At

We have established separation: guidelines which generally
apply to-all employees in. situations where management deter-
mines that.an employee is entitled to severance benefits. '
Severance benefits are granted solely: in’ management’s diséretion
and are not an employee entitlement or guaranteed benefit. The
guidelines provide that persons employed at the level of Senior-
Vice President may be eligible to receive between six and fifteen
months of severance benefits and persons employed at the level
of Executive Vice President may:be eligible to receive between
nine and eighteen months of.severance benefits-in the event-of :
separation under certain circumstances: generally including ‘elimi-
nation of a position, work-unit or general staffreduétion: - »
Separation benefits' are:contingent upon the signing ofia..
separation. agreement containing certain:provisions including a-
release of-all claims against us. Severance amounts paid .under -
these guidelines are distinct and separate from any' one:time; °
special or-enhanced severance programs that may be approved
by us:from time to time: - -+ = ot T

‘Our: senior executives are ehg1ble to.receive bonuses
according to our 2005 Executive Bonus Plan.i{Under this plan, .
our executivé officers and certain other' mahagement:and )
professional employees are eligible to receive an-annual bonus.
Each participating employee would receive his or her target
bonus if- Charter-(or such employee’s'division) meets specified .
performance measures for revenues; operating cash flow; free
cash flow and customer satisfaction. » oIy

LIMITATION‘OF,zDIRECTORS' LIABILITY AND INDEMNIFICATION MATTERS

Our certrﬁcate of mcorporatron lrmrts the llabtlxty of drrectors to
the maxunum extent permitted by Delaware law. The Delaware
General Corporatlon Law provides that a corporatron may
ehmmate or limit the personal liability of a dxrector for _
monetary damages for breach of ﬁducrary duty asa drrector
except for liability for: :

(1) any breach of the director’s duty of loyalty to the

, corporatron and its shareholders; o

(2) acts or omlssrons not in good faith or whrch mvolve ‘

mtent;ona.l mxsconduct or a knowing violation of law,

@) unlawful payments of dxvrdends or unlawful stock

purchases or redemptlons or

.(4) any. transactlon from whlch the dlrector derrved an

lmproper personal beneﬁt

Our bylaws provxde that v we will mdernmfy all persons N
whom we may mdemmfy pursuant thereto to, the fullest extent
perrmtted by law ’

lnsofar as. 1ndemnlﬁcat10n for habrlrtles ansmg under the
Secuntles Act may be penmtted to drrectors oﬁicers or persons
controlhng us pursuant to the foregomg prowsrons, we have .
been 1nformed that in the opunon of the SEC such mdemmﬁca-
tion is agamst pu lxc pohcy as expressed in the Secuntres Act
and is therefore, unenforceable. .

We have rermbursed certam of our current and former ..
directors, ofﬁcers and employees in connectron wrth thexr ‘ 'fé,.‘ N
defensé in certam legal actions. See “Item . 13. Certam Relatlon- '
ships and Related Transactrons - Other Mlscellaneous Relatxon-
shlps - Indemmﬁcatlon Advances
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to,
re BENEFICIAL OWNERSHIP OF SECURITIES o With respect-to the percentage of votmg power set: forth in
‘ V ' the following table: e
The following table sets forth certam mformatron regardmg ‘ g N e
beneficial ownership of Charter's Class A common stock.as of ' . ® each holder of Class A common stock is entitled to one
January 31, 2005:by: v o o o . .. vote per. share; and
® each-person ‘currently serving as a director of Charter; - e each holder of Class B common stock is entitled to-(i) ten
votes per share of Class B ¢ mo tock held by su h
# the current:chief executive officer and: mdmduals named in.. - P are of Clas ornmon @ y suc
' the Summa Cory ensatlon Table s Live Lty el R holder and its affiliates and i) ten votes per share of. .
i memp N “Class B Common Stock for which membership units in "
' # all persons currently servmg as directors and ofﬁcers of ‘ Charter Holdco held by such holder and its affiliates are
Charter; as a group; and. - L : SRR exchangeable
® each person known by us to own beneﬁc1ally 5% or more
of our outstanding Class A common stock. - g :
. . .
.-’t' R - e © 7 Class A Shares Y
L, . S ‘. . SR . S . Receivable < - o
o “ Number of “Unvested © onberise . Class B Shares -
R IR Class A Shares " Restricted of Vested Number of . Issuable upon ' "% of
. (Vating and Class A Shares ' "~ Optiohs or Other - Class B Bxichange o %of ' Vating
ns_‘ Name a“d Address of ‘ Investment ~ (Voting Power 7', ‘Convertible” - " Shares - Canversion Equity | ) Power
Beneficial Owner s Power)“’ : Oon® 7 Securities® <0 Owned T T of Units® < W s
ca- Paul G. Allen® R 29 126 463‘ 15,823 . 10,000 - 50000 .. 339,132,031 - 5719% . 92:54%
Charter Investment, Inc.® o Co e 000818858 T 42.23% ) f
Vulean Cable I Inc.”) o , ‘ ' 116,313,173 27.62%. . *
. Robert P: May®® - . - RS 19,685 o . . D T
john H. Tory . . 4182 15823 40000 R L Cow s
- Marc.B, Nathanson . -~ - 399,882 . - 15823 - . .50,000. L ‘ BT
a-, Charles M. Lillis®" 11,429 18,416 v T
' David'C. Merritt =~ 9882 158237 - e e
Jo Allen Patton"?. - e 10,977 B T I S R
W. Lance Conn®® » 19231 ORI co o *
: Jonathian L. Dolges™® . 19,685 o B A e
' Larry W. Wangberg 12,882 15,823 40,000 ot
Derek Chang *~ - CTeT 22,500 37,500 1212507~ - - - o Lo
Curtis 8. Shaw ., 5,000 . o . 489250 . o ‘ Lt
Mlchaelj Lovett - oo e 7500 .. - - R 44375 - - : . SRt
All current directors and e T ‘ ' b
o executive officers as a’ o T o
z oup (15 persons 29,619,923 225,620 1,096,750 50,000 339,132,031 5732%  92.56%
group 1% .
= Carl E. Vogel™¥ 208,126 226,666 CUT3B625 e e R R
: | Margaret A. Bellville®™ 106,249 * ot
Steven A. Schumm®™ - . .. 23276 . 43548 . - . 216250 o A .t
Mark Cuban” 19,000,000 : : 6.23% *
Wallace R. Weitz & .. A
Company™ " . . 26000000 . 8.53% *
Amaranth LLC. @ b ‘ 21322312 6.54%
" Less than 1%. e i ' -
“’ Includes shares for which the named person has sole votmg and investment power; or shared votmg and investment power with a spouse. Does not mclude shares that
may be acquired through exércise of options.
@ Includes unvested shares of restricted stock issued-under the Charter Communications, Inc. 2001 Stock Incentive Plan (including t.hose issued in the February 2004 -
- option exchange for those eligible employees who elected to participate), as to which the appllcable director or employee has sole voting power but not investment
. power. Excludes certain performance units granted under the Charter 2001 Stock Incentive Plan with respect to which shares will not be issued until the third
- ariniversary of the grant date'and then only if Charter meets certain performance criteria {and which consequently do not provide the holder with any. voting nghts)
® Includes shares of Class A common stock issuable upon exercise of options that have vested or will vest on or before Apnl 1, 2005 under the 1999 Chaner .
Commumcatlons Optlon Plan and the 2001 Stock Tncentive Plan. o
* Beneficial’ ownerslup is determmed in accordance wrth Rule 13d -3 under the Exchange Act The beneficial ovmers at December 31,2004 of Class B common stock;
Chirter Holdcd miembiérship utiits and cofivertible' senior notes of Charter afe deemed to be beneficial owners of an equal number of shares of Class A common stock
because such holdings are either convertible into Class A shares (in the case of Cldss B shares anid convertiblé ‘senior notes) or exchangeable (directly or indirectly) for
Class A shares (in the case of the membership units) on a one-for-one basis. Unless otherwise noted, the named holders have sole investment and voting power with
respect to the shares listed as beneficially owned. An issue has arisen as to whether the documentation for the Bresnan transaction was correct and complete with
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regard to the ultimate ownership of the CC VIIL, LLC membership interests following the consummation of the Bresnan, put transaction on June 6, 2003. See “Item 13.
Certain Relationships and Related Transactions = Transactions Arising out of Our Orgamzatxona.l Structure and Mr. Allen’s Investment in Charter Commumcatlons Inc
and Its Subsidiaries — Equity Put Rights — CC VIIL” .

© The calculation of this percentage assumes for each person that; . . o L
¢ 304,795,728 shares of Class A common stock are issued and outstandmg as of January 31, 2005;

# 50,000 shares of Class B common stock held by Mr. Allen havé been converted into shares of Class A common stock; -

e the acquisition by such person of all shares of Class A common stock that such person or affiliates of such person has the right to acquire upon exchange of
membership units in subsidiaries ‘or conversion of Series A Convertible Redeemable Preféired'Stack or 5875% or 4.75% convettible senior notes;

o the acquisition by such person of all shares that may be acquired upon. exercise of options to purchase shares or exchangeable membership units that-have vested or .-
will vest by March 1, 2005; and ’

o that ‘none of the other listed persons or -entities has received any shdres of Class A common stock: that are issuable to any of such persons pursuant to the exercise of
options or otherwise. .

A person is deemed to have the nght to acqmre shares of Class A common stock with respect to options'vested-under:the 1999 Charter Communications Option Plan.

When Vested, these options are exercisable for miémbership’ units of-Charter Holdco, which are immediately exchanged on : one-for-one basis for shares of Charter

Class A common stock. A person is also deemed to haye the right to_acquire shares of Class A common stock issuable upon the ‘exercise of vested options under ‘the

2001 Stock Incentive Plan.

® The calculation of this percentage assuriiés that Mr Allen’s equrty ihtefests are retained in the fofm that maxinizes votmg power (ie, the 50 000 sharés of Class B

common stock held by Mr. Allen have not been converted into shares of Class A common stock; that the membership units of Charter: Holdco owned by each. of

Vulcan Cable I Inc. and Charter Investment, Inc. have not been exchanged for shares of Class A common stock)

© The total listed includes: : : T PV

©222,818,858 membership units in Charter Holdco held by Charter Investment, Inc.; and : :

© 116,313,173 membership units in Charter Holdco held by Vulcan Cable III Inc.

“The listed total excludes 24,273,943 shares of Class A’ common stock issuable upon exchange of units of Charter Holdco, which may be issuable to Charter Investment,

Inc. (which is owned by Mr. Allen) as a consequence of the closing of his purchase of the membership interests in CC VII, LLC that were put to Mr. Allen and were

purchased by him on June 6, 2003. An issue has arisen regarding the ultimate ownership of such CC VIII, LLC membership.interests following the consummation of

such put transaction. See “Item13. Certain Relationships and Related Transactions — Transacmns Ansmg out of Our Orgamzauuna.l Structure and Mr. Allen’s

Investment in Charter Communications, Inc. and Its, SubS|d1anes Equity. Put Rights — CC VIII" ‘, o

The address of this person is: 505 Fifth Avénue South. Suite 900, Seattle, WA 98104. e .

Includes 222,818,858 membership. units in Charter Holdco, which are exchangeable for shares of Class B common stock on a one-for-one basis, wh.\ch are convemble to

shares of Class A common stock on a one-for-one basis. The address of this person is Charter PIaza, 12405 Powerscourt Dnve, St. Louis, MO 63131. -

Includes 116,313,173 membership-units in Charter Holdcd, which are exchangeable for shares of Class. B common stock-on a’ one-for-one basis, which are convertlble to

shares of Class A common stock on a one-for-one basis. The address of this person is: 505 Fifth Avenue South, Suite 900, Seattle, WA 98104.

9 My, May and Mr, Dolgen were elected to the board of directors of Charter on October 21, 2004 and were each granted 19,685 shares on October 21, 2004 whrch wrll
fully vest on October 21, 2005, "~

0D Mr. Lillis was granted 11,429 shares of restricted Class A common stock on October 3, 2003, which vested fully on October 3, 2004. He was granted 18,416 shares of
restricted Class A common stock on October 3, 2004, which will vest fully on October 3, 2005. ... , -

2 Ms, Patton was appointed to the board of directors of Charter on April 27, 2004 and was granted 10,997 shares on that date which will vest fully on April'27, 2005

0% Mr. Conn was elected to the board of directors of Charter on September 24, 2004 and was granted 19,231 shares on September 30, 2004, which will vest fully on
September 30, 2005.

U4 Mr. Vogel terminated his employment effective on January 17, 2005. His stock options and restncted stock shown in, thls table continue to vest through December 31
2005, and _his options will be exercisable for another 60 days thereafter.

9 Ms. Bellville resigned from Charter effective September 30, 2004. Under the terms of her separation ag'reement her options will continue to vest until December 31,
2005, and all vested options are exercisable until sixty (60) days thereafter.

0% Includes 1,000 shares for which Mr. Schumm has shared investment and voting power. Mr. Schumm s, employment was terminated effective ]anuary 28, 2005, His stock
options and restricted stock shown in this table continue to vest for 65 weeks following his termmatlon, and his opnons will be exercisable for another '60 ddys ‘
thereafter. i

() The equity ownership reported in this table is based upon holder’s Schedu]e 13G filed with the SEC May 21, 2003. The address of this person is: 5424 De]oache Dallas
Texas 75220.

@8 The equity ownership reported in this table, for both the named holder and its president and primary owner, Wallace R. Weitz, is based upon holders” Schedule 3G
filed with the SEC on January 12, 2005, and reflects the holders’ ownership in its capacity as an investment advisor and"not ownership for its own account. The addrtss
of this person is: 1125 South 103rd Street, Suite 600, Omaha, Nebraska 68124-6008. -

%) The equity ownership reported in this table is based upon holder's Schedule 13G filed with the SEC February 2, 2005. The address of this person is: c/o Amaranth
Advrsors LLC One Amencan Lane, Greenwxch, Connectlcut 06831

v

Sopate

@

.»ECURITIES AUTHORIZED FOR ISSUANCE UNDER EQUITY DOMPENSMIUN PLANS

The following information is provided as of December 31, 2004 with respect to equity comipensation plans:

'

Number of securities

Number of securities

to be issued upon
exercise of outstanding

Weighted average

exercise price of

remaining available
for future issuance

options, warrants outstanding options, * " under equity
Plan Category and rights warrants and rights compensation plans
Equity compensation plans approved by security holders " 24,834,5 1‘3'“) S8 68T 54,701,158
Equity compensation plans riot approved by securxty holders 475,6’53(2): o $‘10f39' » -
TOTAL o 25,310,166 ' § 664 54,701,158

™ This total does not mclude 2, 076 860 shares 1ssued pursuant to restricted stock gra.nts made under our 2001 Stock [ncentwe le whlch were subject to vesting based on
continued employment or 6,899,600 performance shares issued under our, LTIP plan, which. were subject to vestrng upon achlevemem of certain performa.nce criteria.

@ Includes shares of Class A common stock to be issued upon exerctse of optrons granted pursuant to an mdlvrdual compensatlon agreement thh a consultant ‘We have
agreed to.exchange 186,385 of these opnons for 18, 638 shares of Class A common stock. .

"
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ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACT IONS.

The following sets forth certdin:transactions in which we are
involved and in which the directors, executive officers and .
affiliates of Charter have or may have a material interest. The
transactions fall generally into three’ 'broad categories"

. Tramachons n wﬁzc/z Mr A/len /zas an nterest t/zat ame '

A number of our debt instruments and those of our.

*« wsubsidiaries require.delivery of: fairness opinions for transactions
. with-Mr. Allen or his affiliates involving more than $50 million.
“Such fairness opinions have been obtained whenever required.

+All 'of our transactions with Mr. Allen or his affiliates have been

directly out of My Allen’s investment in C/zarter a;zd C/zan‘er

Holdco. A large number of the transactions described below - -

- arise out of Mr. Allen’s direct and indirect (through Charter'
_ Investment, Inc,, or the Vilcan entities, each ofwhich "

Mr. Allen controls). investment in Charter and,ltsjsubsldr‘ar—. :

- ies, as well as commitments made as consideration for:the. .

investments themselves.

© Transactions with third party pmwdm qf products, services' Gnd
“Content in which My. Allei has or had a material interest.
Mt. Allen has had numerous investments i the areas'of * =~
technology and media. We havé'a‘number-of commercial "
.. relationships with third partles in which Mr Allen hasor ' 7

,.had an-interest.

o Other Miscellancous Transactions. We have a limited number “
“of transactions in which “certain of the officers; dxrectors and‘ SR

* - considered for approval either by the board of directors of
~ “Charter or a committee of the board of directors and, in
_compliance with corporate governance requirements, all related -
. party transactions are considered by Charter’s Audit, Commxttee
. comptised entirely of independent directors. All of our transac-
"::z'trons with Mr. Allen or hlS afﬁhates have been’ deemed by the '
" board of directors or a cormittee of the board of directdrs to
o “lbe in our best interest. Except where noted below, we do not
‘'believe that these transactions present any unusual risks for us
'tHat would not be present in any similar commercial transaction.
The chart below summarizes certain information with
" “respect to these transactions. Additional information regarding
"these transactions.is- provided following the chart.

principal shareholders of Charter ahd its subsrdlanes, »other B 'X

‘than Mr. Allen, have an mterest

Interested

> Description of Trandaction

Transaction © “*Related Pafy”
Intercompany Management  Paul G. -Allen- --Subsidiaries of Charter- Holdco paid Charter approx:mately $90 mxlllon for
Arrangements R : ‘management services rendered in'2004. :
Mutual Services Agreement ] Paul G. Allen ) , ‘Charter paxd Charter Holdco $74 million for services rendered in 3004,
Previous Management 1 Paul G Allen o No fees werée paxd in 2004, although total management fees accrued and
Agreement payable to Charter Investment, Inc,, exclusive of interest, were
) B approxrmately '$14 million at December 31, 2004.

Channel Access Agreement  Paul G. Allen - ‘At Vulcan’ Ventures request, we will provrde Vulcan Ventures with

o W Lance Conn . excluswe nghts for carriage on eight of our digital cable channéls as partml

]o Allen Patton

. consideration-for a 1999- ~capital- contnbutlon of approxrmately $1 3 b11hon

Equity Put nghts '

' Paul G. Allen

Certaln sellers of cable systems that we acqu1red were granted or’
prevrously h d'the right, as described below, to put to Paul Allen eqmty in

- Chatter and C VI, LLC 1ssued to such sellers in connection with such

acqulsmons

Mirror Securities

) Paul G. Allen' o
W. Lance Conn

Jo Allen Patton

To comply w1th the orgamzanonal documents of Charter and Charter
Holdco, Charter Holdco 1ssued certaln mrrror securities to Charter,
redeemed certain other mlrror,secnr_ltles_, and paid interest and dividends
on outstanding mirror notes and preferred units.

TechTV Carriage
Agreement

Paul G. Allen

W. Lance Conn
Jo Allen Patton
William D. Savoy

Larry W. Wangberg

We recorded approximately $5 million from TechTV under the affiliation
agreement in 2004 related to launch incentives as a reduction of
programming expense and paid TechTV approximately $2 million.
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. Interested
’, 11 Transaction Refated Party Descnptmn of Transaction
l; 1 Oxygen Media Corporation  Paul G. Allen We paid Oxygen Media approxrmately $13 million undér a carnage o
| ”% Carriage-Agreement -~ W. Lance Conn . agreement in exchange for programming in 2004. We recorded
:

‘approximately $1 million in 2004 from Oxygen Media related to launch

* .incentives as a reduction of programming expense. We will receive.
1. million shares of Oxygen Preferred. Stock with a.liquidation preference
0f $33.10 per share in March 2005. We recogmzed approxrmately

- . $13 . million as a reduction of programmmg expense in 2004 in recogmtlon
of the guaranteed value of the investment.

I T » Jo. Allen- Patton

' 'Paul G.“Allen -"We paid approximately $96,100 for rlghts to carry the cable broadcast of

Camage Agreement '

'Wllham D. Savoy .:

b Portland Trail Blazers ‘
1i i Cartiage: Agreement e certain Trail Blazers: basketball games in 2004. .
i Dtgeo Inc' Broadband _ Paul G Allen ' We pard Dlgeo -approximately $3 million for customized development of

i the 1—channels and the 1ocal content tool kit in' 2004; We eritered into a

Carl E Vogel hcense agreement in 2004 for the Digeo software that runs- DVR: units

; . _ e o purchased from a third party. Charter paid approximately $474,400 .in v

Kl B " license and maintenance fees in 2004. In 2004, we executed a purchase

: R V o agreement for the purchase of up to. 70,000 DVR units and a related -

~software license agreement, both subject to satlsfactxon of certain
conditions.

[

We are party to certain affiliation agreements with networks of Viacom,
pursuant to whtch Viacom provides Charter with' programming for
distribution v1a our cable systems. For the year ended December 31, 2004,
Charter paud Vlacom approxrmately $194 million for programming. and
Charter recorded as receivables approxrmately $8 million from ancom for
. . . o o _ launch incentives and marketing support.

Viacom Networks Jonathan L. Dolgen

i ADC Telecommunications .

Inc. .

ﬁ HDNet and HDNet Movres
'Network N

. Larry W. Wangberg We paid $344,800 to purchase certain access/network equipment in 2004.

. Charter Hoidco is party to an agreement to carry two-ar:ound ‘the:-clock,
B h:gh definition networks, HDNet and HDNet Movies. We paid” HDNet
* and HDNet Movies approximately $609,100 in 2004.

Mark Guban . -

Dvavidv LMcCall | ‘:;We paid approxrmately $43,400 in 2004 vinder an office lease agreement .
il ‘ o to'a partnersh1p controlled by Mr. McCall, a former executive officer who
i S e e ‘ resigned in january 2003.

:1; Affiliate vle"age:agreement -

e

Carriage'fees o '

! ; ‘

i Payment for relatlves
i {3] services

i DavrdCMemtt { We pzud approxrmately $1 million in 2004 to carry The Outdoor Channel

Mr. Merritt is a director of an affiliate of thrs channel.

| CalE'Vogel ~~ " During all of 2004, Mr. Vogel's brother-in-law was an employee of Charter
A Holdco and was paid a salary commensurate with his position in ‘the

engmeenn_g department.

Current and former
directors and current
o "and forrner officers y
i o o named in certain
g R ‘ leg'a.l proceedmgs

i Indemnification Advances Charter reimbursed certain of its current and former directors and
' ' * executive officers a total of approximately $3 million for costs 1ncurred 1n

. connectlon with litigation matters in 2004.
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The following sets forth additional mformat\on regardmg
the transactrons summanzed above

.

TRANSACTIUNS ARISING OUT-OF OUR ORGANIZATIONAL STRUCTURE AND
MR. ALLEN'S INVESTMENT IN CHARTER: COMMUNIGATIIJNS ING AND ITS
SUBSIDIARIES -

As noted above, a number of our related party transactions arise
out of Mr. Allen’s investment in Charter and its subsidiaries.
Some of these transactions are with.Charter Investment, Inc. -
and-Vulcan Ventures (both owned-100%. by Mr. Allen), Charter
{controlled- by Mr: Allen) and Charter Holdeo, (approximately
47%:owned by us and 53%.owned by other- affiliates of. - - -
Mr. Allen). See “Item 1. Business.— Organizational Chart” for
more information regarding the ownership by Mr. Allen and
certain: of his aﬁihates i o

lntercnmpany Management Arrangements RITR. .
Charter is a’party to management: arrangements thh Charter
Holdco and certain. of its subsidiaries: Under these agreemen,ts,, .
Charter -provides management services for the cable systems ... .
owned or operated by its subsidiaries: :\These-management. .
agreements prov1de for relmbursement to Charter,for, all costs .
operatlon of the managed cable systems (referred to. as
company expenses’ "), plus an’ additional fee to, relmburse
company expenses ‘(such as corporate.overhead,,admmxstrauon
and’salary. _expense). -The management: ragre‘t:.fnﬁnts covering:the .
CC. VI, CC VII, and CC VHI companies limit the additienal fee- .
that is not in respect of company. expenses.to 5%, 5%, and_3.5%,‘
respectively, of their respective gross-revenues.. Under thei::
arrangement: covering all of our.other operating: subsxdranes
there.is;no limit-on the dollar amount or. percentage of-revenues,
payable as this additional fee. .. .. . .
However, the.total amount, paid, by Charter Holdco and all
of its subsrdlanes is limited to.the amount; necessary to - J
reimburse. Charter, for all of its- expenses, COsts, losses, hablhtles :
and damages paid or incurred by it in connection:with the . ..
performance-of its:services under-the various management -
agreements. andin .connection with its.corporate-overhead;..,
administration, salary. expense and similar items. The. expenses
subJect to. reimbursement include fees Charter. is. obligated.to_
pay under:the mutual services agreement,with Charter Invest-. .
ment, Inci, Payment of management-fees by Charter’s operating.
subsidiaries. is 'subject to certain restrictions under-the- credit,
facilities: and-indentures of such subsidiaries;and the indentures--
governing the. Charter Holdings public-debt:.If any portion. of
the management fee due and payable is not paid, it is:deferred
by Charter and accrued as.a liability of such. subsidiaries Any.:.
deferred amount; of the management fee: will; ‘bear: interest at.the .
rate. of 10%; per year, compounded annually, from the date it
was due-and payable uptil the date it:is-paid: For;the year; .
ended December 31, 2004, the subsidiaries of Charter,Holdmgs‘v
paid a total of $90 million in management fees to Charter. . S

5

Mutual Services Agreement v - e
Charter, Charter. Holdco and Charter Investment, Inc aré .

parties to.a mutual services agreement whereby each party shall
provide rights and services to the other parties as may be .
reasonably requested for the management of the entities -
involved and their subsidiaries, including the cable systems
owned by their subsidiaries all on a cost-reimbursernent basis.
The officers: and employees.of each party are available to:the -
other parties to provide:these rights and services, and-all .
expenses and costs incurred in providing these rights and:
services are paid by Charter. Each.of the parties. will indemnify
and hold: harmless. the other parties and their directors;;officers...
and employees from and against any and all claims that:may be
made against-any of them in connection with’the. mutual - .
services agreement except due:to its:or their:gross negligence or
willful misconduct. The mutual services agreement ekpireson.:
November-12; 2009, and ‘may be, terminated: at.any time by.any. .-
party upon: thirty: days® written notice to.the otlier. For:the year
ended December. 31,:2004; Charter. paid-approximately ‘$74mil- .
lion to Charter: Holdco for services rendéred-pursuant to the :-.
mutual services: agreement. All such-amounts. are.reimbursable

to Charter. pursuant to a management-arrangement with our .
subsidiaries. See+*~ Intercompany Management 'Arrarigements.”:
The accounts and balances related to- these:services.eliminate in
consolidation. Charter Investment; Inc-ne. longer- provu:les e
services: pursuant +to this- agreement BRI Dot

managemenl an consultmg servrces to our operatmg substdlar-
ies “for ‘a fee equal t073.5% of the gross revenues of 'th ystems
then owned, plus reimbursement of expenses. The’ balance of "
management fees payable under the previous management: ;..
agreement was accrited with:payrhent at the ‘discretion ‘of
Charter- Investment, Inc., with interest payable onurpaid. .+ = -
amounts. For the year ended-December 31; 2004, Charter’s-
subsidiaries*did niot pay. any. fees to:Charter.Investment, Inc.-to -
reducé management, fees ipayable:: As, of December 31, 2004, .
total management-fees:payable by our subsidiaries to Charter- :
Investment, Inc. were approximately $14 million)iexclusive of
anyinterest: that. may be charged S T

Chaner hmmumcatmns Holdmg Company, LLC tlmlted l.lahlhty Agree-
ment —Taxes " ‘
The limitéd habllrty company agreement of Charter Holdco
contams specral prov151ons regardmg the allocatlon of tax losses
and. proﬁts among its members - Vulcan Cable III Inc,, Charter
Investment Inc. and us. In some sxtuatlons these prov1sxons ‘may
cause U§ to pay more tax than would otherw1se be due'if
Charter Holdco had allocated proﬁts and losses among its
members based generally on the number of ¢ common ‘méember- ‘
shlp units. Seé “Item 7. Managements Dlscussmn a.nd AnalySIS
of Fi mancral Condmon and Results of Operatlons - Crmcal
Accountmg Pohc1es and Estlmates - Income Ta_xe's

I
IR B
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Vulcan Ventures Channel Access Agreement
Vulcan Ventures, an entity controlled by Mr. Allen, Charter
Charter Investment and Charter Holdco are-parties to-an: - -
agreement dated September 21, 1999 granting to Vulcan
Ventures the right to: use up to eight of: our digital :cable -
channels as partial consideration for.a prior capital.contribution .
of $1.325 billion. Specifically, at Vulcan Ventures’ request, we :
will provide Vulcan Ventures with exclusive rights-for-carriage.-
of up to eight digital cable television programming services or
channels -on each of the digital cable systems with local and to- ..
the extent available, national control of'the digital product -+ -
owned, operated; .controlled or managed by Charter or.its "
subsidiariés now or in the future of 550 megahertz-or more: If.
the system ‘offers digital services but has less than 550 '+« -
megahertz of capacity, then the programming services will be-
equitably reduced. Upon request :of Vulcan Ventures, we will - *
attempt to reach a-comprehensive programming-agreement
pursuant to which!it will pay the programmer; if possible,a fee -
per digital video customer. If such fee arrangement.is-not ... . -
achieved, then we and:the programmer: shall enter:intoa‘ =
standard programming agreement. The initial term of the . ..
channel access agreement was. 10 years, and the term. extends.
by one additional year (such’ that the remaining term continues -
to be 10 years). on:each anniversary date. of the agreement -
unless either party provides.the other with notice to the:
contrary at least 60 days prior to such  anniversary-date. Todate,
Vulcan Ventures has not requested to use any of these channels .
However, in the future it is possrble that Viilcan A
requlre us to carry programmmg that is less proﬁtable to us than
the programmmg ‘that we would otherwnse carry and our results
would suffer accordmgly '

Equity Put Rights - SIS i g
CC VIIT: As'part of the acqu1smon of the cable systems owned :
by Bresnan Communications Company Limited:Partnership in‘ .
February 2000; CC VIII, Charter’s indirect limited liability - .;
company subsidiary, issued, after adjustments, 24,273,943 il
Class A preferred membership.units (collectively, the*CC VHI -
interest”) with a value and an‘initial capital:account:of ..
approximately.$630 million to certain sellers. affiliated with = .
AT&T Broadband, subsequently owned by Comeast Corpora- - -
tion (the “Comcast sellers”). While held by the Comcast sellers,,
the CC VIII interest was entitled to & 2% priority return on 1ts
initial capital account and such priority return was entrtled to’ :
preferentral dlstrlbutlons from available cash and’ upon quulda— ‘:
tion of CC VIIL. While held by the Comcast sellers, the CcC VIlI
interest generally did not share in the proﬁts and losses of CcC
VI Mr. Allen granted the Comcast sellers the rlght to. sell’ to b
him the CC VII interest for approxunately $630 million plus o
4 5% mterest annually from February 2000 (the “Comcast put -

put rlght in full, ‘and thrs transaction was consummated on ‘ X
June 6, 2003. Accordlngly, Mr. Allen has become the holder of
the CC VIII interest, indirectly through an affiliate. Conse-
quently, subject to the matters referenced in the next paragraph,
Mr. Allen generally thereafter will be allocated his pro rata share

(based on number of membership interests outstanding) of
profits or losses of CC VIIL In the event of a liquidation of
CC VIIL, Mr. Allen would be entitled to a priority distribution
with: respect to the 2% priority return (which will continue:to
accrete). Any remaining distributions in liquidation would-be -
distributed to CC V Holdings, LLC and Mr. Allen in:proportion
to CC V Holdings, - LLC'’s capital account and Mr. Allen’s capital
account (which will equal the initial capital account of the
Comcast sellers of approximately $630 million, increased or
decreased by Mr. Allen’s pro rata share of CC VIIT's profits of «: -
losses. (as ‘computed for capital account purposes) after June 6,!
2003). The lirnited liability company agreement of CC VIIT does*
not provide for‘a' mandatory redemption of the CC VIIT interest:
An issue has arisen as to whether the documentation for =~ °
the Bresnan transaction was correct and complete 'with regard

- to the ultimate ownership of the CC VI interest following

consummation of the Comcast put right. Specifically, under the
terms of the Bresnan transaction' dGcuments that weré efiteréd "
into-ifr Jiune 1999;the Comcast sellers originally would have: --*
recéived; after adjustments, 24,273,943 Charter Holdco. member-
ship units; but-due to an FCC regulatory issue raised by the
Comcast séllers-shortly before: closing; the Bresnan transaction
was modified to' provide that the Comcast sellers instead would ™
recéive the preferred equity interests in CC VIII reépresentéd by
the CC VIII interest. As part of the last-minute changes to- the' -
Bresnan transaction ‘documents; a draft amended version of the-
Charter-Holdco limited: liability company agreemerit’ was pré-+:
pared, dnd contract provisions were drafted for that ‘agreemerit ™
that would have fequired an automatic exchangeiof the' GC VIII-
intefest for 24,273,943 Charter Holdco membership nits if the' -
Comcast sellers exercised the Comcast put right and sold the -

" CC VIl interest to Mr. Allen or his affiliates. However, the "

provisionsthat would have required this autoimiati¢ ex¢hange did
not appéar in the final version-of the Charter Holdco limited™"

liability company agreement that was delivered ‘and executed at

the closing of the Bresnan transaction. The law-firm-that -
prepared the documents for the-Bresnan ‘transaction- brought
this iriatter to the attention of Charter and representatlves of e
Mr. Allen in 2002.- Lo : B REIER
Thereafter, the board of diréctors of Charter formecl a° :
Special Committee (currently comprised of Messrs. Merritt;
Tory and Wangberg) to investigate the matter and take ahy -

~ other appropriate action ‘on behalf:6f Charter-with respectito
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this matter. ‘After-coriducting an investigation'of the relevait
facts and circumstances, the Special.Committee determined that
a “scrivener’s error” had occurred in'February 2000-in ¢Shnec- -
tion' with'the preparation:of the last-minute revisions -to-thig: " «:
Breénan transaction-dociments and that, as a result,"Charter - - ..
should 'seek ‘the feformation of the Charter Holdco limited ¢ =
liability. company’ agreement, or alternative relief- in' order to
restore and ensure ‘the obligation that the CC VHI interest:be ">
automatically exchanged. for:Charter Holdco units:-The Special»
Committee further determined that, as part of such’contract -
reformation or alternative relief-Mr."Allen‘should be required to
contribute: the*CC VIII interest to' Charter Holdco ifi exchange:. -
for 24,273,943 Charter Holdco membership units. The Special
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Committee also recommended to the board of directors of
Charter that, to.the extent the contract reformation is achieved,
the board of directors should consider whether the CC VHI
interest should -ultimately. be held by Charter Holdco or Charter
Holdings or another entity owned directly or indirectly by them.

‘Mr. Allen disagrees. with the Special Committee’s determi- -
| nations-described above and has so:notified the Special .- *-
‘Committee. Mr. Allen contends that the transaction is accurately
reflected in the transaction documentation and contemporane-
ous and subsequent company public disclosures. .

The parties engaged in a process of non-binding medxatlon
to seek to resolve this matter, without success. The Special
Commlttee is evaluatmg what furthier actions or processes it
may undertake to resolve this dlspute T accommodate further
dehberatlon each party Has agreed to refrain from 1mtlat1ng
legal proceedmgs over this matter ‘until it has § gwen at least ten
days’ priof notice to ‘the other. In addition, the Specml o
Commiittee and’ Mr Allen’ have determmed to utilize the
Delawa.re Court of Chancery s program for mediation of
complex busmess disputes in an effort, to resolve the CC'VIII |

interest d:spute If the Spec1a1 Commnttee and Mr. Allen are

unable to reach a resolutlon through that mediation” process or
to agrée on an altefnative dispute resolution process, the Specxal
Committee intends to seek resolution of this dispute through
judicial proceedmgs in an action that would be commenced,
after appropriate notice, in the Delaware Court of Chancery
against Mr Allen and his affiliates seeking contract reformation,
decla.ratory rehef as to the réspective rights of the parties '
regardmg this dlspute and alternative forms of legal and
equltable rehef The ultimate resolution and ﬁnancxal 1mpact of
the dlspute are not determmable at thls time.

Wirror Securmes :

Charter is a holding company and-its prmmpa_l assets are 1ts
equity interest in Charter Holdco and certain mirror notés -
payable by Charter Holdco to Charter and mirror preferred
units held.by Charter, which have the same principal.amount
and terms as those of Charter’s convertible senior notes and
Charter’s outstanding preferred stock. In 2004, Charter Holdco
paid-to Charter $49 million related.to- interest on the -mirror :
notes, and Charter Holdco paid an additional $4 million. related
to dividends on’the mirror preferred membership units. Further,
during 2004 Charter Holdco issued 7,252,818 common member-
ship units.to Charter in.cancellation of $30 million principal -
amount ‘Of mirror notes so as to mirror the issuance by Charter
of Class A common stock in exchange for a like principal
amount. of its outstanding convertible notes. In addition, in
connection.with-our November 2004 sale of the. $862.5 million .
principal amount of 5.875% convertible- senior notes due 2009,
Charter Holdco issued to -us mirror notes in identical principal
amount in exchange for the proceeds from our offering. Charter
Holdco then purchased.and-pledged certain U.S. government
securities to'us as security for the mirror notes (which were in
turn ‘repledged by us to the trustee for the benefit of holders of
our.5.875% convertible senior notes and which we expect to use
to fund the first six interest payments on the notes), and agreed

to lend .common .units to us, the terms of which will, to the -
extent. practicable, mirror the terms of the shares. Charter
Holdco also redeemed the remaining $588 million principal
amount of the mirror notes in respect of our 5.75% convertible
senior notes due 2005 concurrently with our December 23, 2004
redemption of our 5.75% convertible senior notes. In addition, in
December 2004, Charter Holdco entered into a-unit lending
agreement. with-Charter in which it agreed to lend common .
units to Charter that would .mirror the anticipated loan of
Class' A common shares by Charter to Citigroup Global Markets
pursuant-to a share lending agreement. The members of Charter
Holdco (including the entities controlled by Mr. Allen) also. at
that time entered into a letter agreement providing, among:
other things, that for purposes. of the allocation provisions of the
Limited Liability Company Agreement of Charter Holdco, the .
mirror units be treated as disregarded and not .outstanding until
such time (and except to the extent) that, under Charter’s share -
lending agreement, Charter treats the loaned shares in a manner
that assumes they will neither be returned by Charter by the
borrower nor otherwise be acqulred by Charter in li¢u of:such a
return. C P

Mlocation of Business Opportunities with Mr. Allen

As descrlbed under “~ Third Party Business Relationships in
whlch Mr. Allen has or had an Interest” in this section, ‘
Mr. Allen and a number of his affiliates have interests in various
entities that provide services or programming to our subsrdlarles
Given the diverse nature of Mr. Allen’s investment actmties and
interests, and to avoid the possibility of futire dxsputes as to
potential business, Charter and Charter Holdco ‘under the terms
of their respective organizational documents may not, and ‘may’
not ‘allow their subsidiaries, to engage in any business transac-
tion outsxde the cable transmission busmess except for the
ngeo, Inc. JOl[lt venture; a joint venture to develop a dlgltal
video recorder set-top terminal; an e)ustmg investment in Cable
Sports Southeast, LLC, a provxder of regional sports program—
ming; as an owner of the business of Interactive Broadcaster
Services Corporation or, Chat TV, an investment in @Secunty
Broadband Corp., a company developing broadband, security
apphcatlons and incidental businesses engaged in as of the
closing of Charter’s initial public offering in November 1999.
This restriction will remain in effect until all of the ‘shares“of
Charter’s high-vote Class B common stock have been converted:
into shares of Charter Class A common stock due to-Mr.: Allen’s
equity ownership falling below specified thresholds.

Should Charter or Charter Holdco or any of their
subsidiaries wish to pursue, or allow their subsidiaries to pursue,
a business transaction outside of this scope, it must.first. offer
Mr. Allen the opportunity to pursue the particular business
transaction. If he decides not to pursue the business transaction’
and consents to Charter or its subsidiaries engaging in the
business transaction, they will be-able to do so. In any such
case, the restated certificate of incorporation of Charter and the
limited liability company agreement of Charter Holdco: would
need to be amended accordingly to' modify the current
restrictions on the ability of such entities to engage in any
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business other than' the cable transmission business. The-cable
transmission business means the business of transmitting video,
audio, including telephony, and data-over cable systems'owned
operated or managed by: Charter,"Charter Holdco orany of .
their subsidiaries from-time to time. : ‘

“Undér Delaware corporate law, each director of Charter, -
including Mr. Allen, is' generally required to present:to Charter,
any opportunity he or she'may have to.acquire any cable -
transmission business or any company whose ‘principal business
is the ownership, operation or management of cable transmis- -
sion’ businésses;:so that we may. determine whether we. wish to*
pursue such opportunities. However, Mr. Allen and'the’'other -

directors generally will not-have-an obligation. to present other
types of business opportunities to' Charter and- they may explmt

such opportunities for: their own acéount. Do

* :Also; conflicts could arise with respect to the allocatxon of :

corporate opportunities between us and ‘Mr. Allen and his'
affiliates in ‘connection with his investments in .businesses in'* -
which’ we are permitted to:engage under Charter’s restated

certificate of incorporation;-Certain' of the-indentures ‘of Charter *

and its subsidiaries require the applicable issuer of notes to
obtain, under certain crrcumstances, approval of the board of .
directors of Charter and where a transactlon or v senes of related
transactions is valued at or in excess of $50 rnllllon a farmess 5
opinion with respect to transactxons in Wl’llCl’l M. A]len has an
mterest Related party transactions are approved by our (Audrt
Comrmttee in comphance w1th the hstmg requrremen lica
ble to l\ASDAQ national market llsted companies, We have not
mstltuted any “other formal plan or arrangement to address .
potentral conflicts of mterest : _" _
The restnctrve provrslons of the orgamzatlonal documents _
descnbed above may lumt our ablhty to take advantage of B
attractrve busmess opportumtles Consequently, our ablhty to ‘
offer new products and services. outside of the cable transmrs—

sion busmess and enter into. new,businesses could be, adversely
affected, resultmg in an adverse eﬁ"ect on our growth ﬁnancral
condmo  and results of operatxons ’

I AT

THIRD PARTY BUSINESS RELATIONSHIPS IN WHICH MR ALI.EN HAS OR HAU
AN INTEREST ‘ ‘

As previously noted Mr Allen has and has had extensrve
investments-in the areas-of media,and technology. We have a.* -

number -of commercial relationships with third parties in which ..

Mr. Allen has an interest-Mr. Allen or his affiliates:own, equity -
interests or, warrants to purchase equity interests in various -
entities with-which we do business or which provide us»wit;h,-‘ -
products, services-or. programming. Mr.-Allen .owns-100% of the
equity- of; Vulcan ‘Ventures Incorporated and-Vulcan Inc..and is -
the president of Vulcan Ventures. Ms: Jo Allen,Patton isa ..., ,
director- and the President and Chief Executive Officer-of-Vulcan
Inc. and is a director and Vice President. of-Vulcan Ventures: - ~
Mr: Lance Conn. is Executive, Vice iPresident of Vulcan»zlne. and
Vulean Ventures. The. various cable, media, Internet;and.;
telephony companies in ‘which . Mr. Allen has invested may
mutually benefit one another ‘We can- giveino assurance, nor .-
should you expect, that any of these business relationships will

be successful, that we will realize any benefits. from ithese . .-
relationships or that we will enter into any business relatlonshrps
in the future with Mr. Allen’s affiliated companies.

Mr. Allen. and his affiliates have made, and in the: future g1
likely will make, numercus investments -outside ‘of us and -our' -
business. We cannot assure you that, in the-event that'weor
any of our subsidiaries enter into transactions in the:futire with:
any affiliate of Mr. Allen; such transactions will be‘on terms as
favorable to us as terms‘we mlght have obtained from an’v o
unrelated third party Co

Techtv, Inc.
TechTV, Inc (“TechTV’) operated a cable televrsron network
that offered programmmg mostly related to technology Pursu— "
ant to an aﬂihatlon agreement that orlgmated in 1998 and that
termmates in 2008 TechTV has provrded us w1th programrmng
for drstnbutron via our cable systems. The afﬁhatlon agreement p
provides, among other thmgs, that TechTV must, oﬁ'er Charter T
certain terms and condmons that are ho less favorable m the
aﬁihatlon agreement than are given to any other dlstnbutor that
serves the same number of or fewer TechTV v1ewmg customers
Addxtlonally, pursuant to the affiliation agreement, we were .
entitled to mcentlve payments for channel launches through
December 31, '2003. .
In March 2004, Charter Holdco entered mto agreements
with Vulcan Programmmg and TechTV whlch prov1de for L
o)) Charter Holdco .and TechTV to, amend the aﬁihatron o .
agreement wh1ch among other thmgs, revises ‘the descnptlon of
the TechTV network content provrdes for Charter Holdco}to

St

N

breachés of the aﬂilratron agreement and provrdes for TechTV
to make payment of outstandlng launch receivables due to
Charter Holdco under the affiliation agreement, (i) Vulean . 53
Programming.to .pay approximately $10 million and purchase "
over a 24-month period, at fair market rates, $2 million.of
advertising time across various cable networks on Charter cable
systemsin’ consideration of theagreements, obligations, releases :
and waivers under the-agreements and in settlement of the -
aforementioned claims'and (iii) TechTV to be a providerof .
content relatinig to technology and video gaming for. Charter’s .
interactive television platforms through December 31, 2006
(exclusive for the first year). For the year ended December 31, -+
2004, we recognized approximately. $5 million of the Vulcan:. .
Programming payment as an offset to programming expénse and
paid approxrmately $2 million to-Tech TV under the: aﬂillatton
agreement . L
We beheve that Vulcan Programmmg,'whlch is* 100%
owned by Mr..Allen, owned: an approximate 98% equity-interest.
in TechTV. at the. time Vulcan Programming sold TechTV to.an
unrelated third party in- May 2004. Until September'2003;+
Mr. Savoy,a former Charter director,-was the president and
director ‘of Vulcan Programming and wasa director of TechTV:
Mr. Wangberg, one of Charter’s directors, was the chairman, i -
chief executive officer and a director of: TechTV.:Mr. Wangberg'
resigned. as the ‘chief executive officer -of TechTV.in-July 2002.;.
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12 remained a director of TechTV along with Mr. Allén until
7ylcan Programming sold TechTV: o

,,en Medla Curporatlon
xygen ‘Media LLC (“Oxygen”) prov1des programmmg content
‘ned at the female audience for dlstnbutlon over cable’ systems
-d satellite. On’ July 22, 2002, Charter Holdco entered into a
irriage agreement wrth Oxygen whereby we agreed to carry .
ogrammlng content from Oxygen. Under the carriage agree-
,pnt, we currently make Oxygen prog'rammmg ava1lable to,’
,proxxmately 5 mllhon of our video customers The terrn of the
‘='1age agreement was retroactlve to February 1, 2000 the date
i launch of Oxygen programmmg by us, and was to run for a
#iod of ﬁve years from that date. For the year ended
)ecember 31 2004, we pald Oxygen approxrrnately $13 million
0 progra.mmrng content. In addrtlon, Oxygen pays us market—
"")support fees for customers launched after the first' year of "
term of the carriage agreement uptoa total of $4 mrlhon
e recorded approxrmately $1 mxlhon related to these lainch”
entives as a reduction of programmmg expense for the year
ided December 31, 2004.

'Concurrently with the' execution of the ¢ camage agreement
arter Holdco entered into an equtty issuance agreement
arsuant to which Oxygen s parent ‘compariy, Oxygen Media
‘rporation (“Oxygen Media”), granted a siibsidiary of Chartér *
foldco a warrant to purchase 2.4 million shares of Oxygen
fzdia common stock for ‘an exercise’ pnce of $22/00 per share.

. February 2005, this warrant expired tnexercised. Charter -
‘5ldco was -also' to receive unregistered ‘shares of Oxygen -+ *
“dia common stock with a.guaranteed. fair market valueon -
ie date of issuance of $34 million, on or .prior to February-2,-~
205, with the exact date to be determined by :Oxygen: Media,.:-
+#+.this. commitment was later revised as-discussed below.::

" ;We recognize the guaranteed value of the investment over:
e life of the carriage agreement as a‘reduction.of>programming
-pense. For. the year ended December 3}',,2Q94,;~‘we,recorded

sproximately $13 million.as.a reduction of programming .
-pense: The carrying value of our investment in Oxygen was
2pr oxxmately $32 million as of December 31 2004 .

', In August 2004, Charter Holdco and Oxygen entered into
sreements that amended and renewed the camage agreem
he amendment to the carriage agreement.(a) revises the

mber of our customers to which Oxygen programmmg must

carned and for which we must pay, () releases Charter ‘ '_
xoldco fréi any claims related to the failure to achreve R
sribution benchmarks under the camage agreement )
) 1equ1res Oxygen to make payment on outstandlng réceiv-""
sles for marketing support | fees due to'us under the’ carrrage )

‘cement; and (dy requ1res that Oxygen prov1de its program-

ug content to s on economic terms no léss favorable than
hygen prévides to-any other cable or satellité opérator having
wer subscribers than us: The renewal of the' carriage agree- -
zat (a) extends the period that we will carry Oxygen - "
ogramming to out customers through January-31,:2008,.and
J) requires license fees'to.be paid based on customers receiving
ygen programming, rather than for specific customer . ~..-
-iichmarks.
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In August 2004, ‘Charter Holdco and Qxygen also amended.
the equity issuance. agreement to provide for the issuance of .«
1 million shares-of Oxygen. Preferred Stock with a. hquxdatlon o
preference -of $33.10: per: share plus accrued dividends to: Charter
Holdco on: February 1, 2005 in place of the $34 million of. =
unregistered- shares: of Oxygen Media common stock. Oxygen -
Media will deliver. these shares in March 2005. The preferred:
stock is convertible into:common stock after December:31, 2007
at a conversion. ratio,.the numerator of which is the:liquidation’ -
preference and the: denominator :which. is the fair market value ..,
per:share. of Oxygen Media common: stock -on the convession. "
date. D T AP
As of December 31, 2004, through  Vulcan Programming,
Mr: Allen owned an approximate 31% interest.in-Oxygen. . .
assuming. no exercises of outstanding warrants. or conversion or
exchange of convertlble .or exchangeable securities, Ms. Jo Allen
Patton is.a, d1rector and the President of Vulcan Programmmg
Mr. Lance Conn ds a Vrce Presrdent of Vulcan Programmlng
Marc Nathanson has an; 1 irect, beneﬁcral mterest of less than
1% in Oxygen }‘ o

Portland Trail Blazers - R LT
On Qctober 7;:1996; the former .owner of our Falcon cable
systems' entered :into-a létter-agreement and a cable televrsron
agfeement with: Triil Blazéts Inc. for.the cable:broadcast, lnzthe .
mietropolitan area surrounding Portland, Oregon of pre-season,....
regular;season and.playoff basketball games of the Portland Trail
Blazers, a National Basketball Association basketball team.: - ...
Mr. Allen is the 100%;owner, of the Portland Trail Blazers and
Trail Blazers Inc.. After the acquisition. of the Falcon cable ... ..
systems in November 1999 we_continued to operate- under the
terms of these agreements untll therr termmatlon on Septem—
ber 30, 2001 Under thevletter agreement, TraJl Blazers Inc. was
pa1d a ﬁxed fee for each customer in areas dlrectly served by the
Falcon cable systems Under the cable telev1s10n agreement, - we
shared subscription revenues with Trail Blazers Inc. We pard
approxunately $96,100 for the year ended December 31 2004 in
connection w1th the ‘cablé broadeast of Portland Trail Blazers
basketball games “thder the Octbber 1996 cable television
agreement and subsequent:local cable drstnbunon agreements

Las

Dlgeo Inc ; . :
In March, 2001 Charter Ventures and Vulcan Ventures Incorpo—
rated. formed DBroadband Holdings, LLC for the sole purpose, -
of purchasmg equity .interests in Digeo. In, connectlon with the
execution of the broadband carriage agreement DBroadband :
Holdings, LLC purchased an equity interest in Dlgeo ﬁmded by
contnbutlons from Vulcan Ventures Incorporated. The eqmty '
interest is subJect toa prronty return of capital to Vilean e
Ventures up to, th 1ount contrlbuted by Vulcan Ventures on )
Charter Ventures behal£ After Vulcan Veriturés_recovers its”
amotunt contrlbuted and any "cumiulative loss allocatlons, Charter
Ventures has a 100% proﬁt interest-in DBroadband Holdmgs, '
LIC. Charter Veritires is not ‘required to make any capital’ .
contributions, mcludrng ¢apital calls,-and may require Vulcan -
Ventures, through Janiary 24; 2004, to make ceftain additional- -
contributions through DBroadband Holdings, LLC to acquire "’
additional €quity in Digeo“as fiecessary to maintdin Charter
Ventures’ pro rata-interést in-Digeo in the event of certain future




CHARTER COMMUNICATIONS, INC.

2004 FORM 10-K

Digeo equity financings by the founders of Digeo. These
additional equity interests are also subject to a priority return of
capital to Vulcan' Ventures up to amounts contributed by Vulcan
Ventures on Charter Ventures' behalf, DBroadband Holdings,
LLC is therefore not iricluded in our consolidated financial
statements. Pursuant:to an-amended version of this- arrarigement,
in 2003, Vulcan Ventures contributed a total of $29 million to
Digeo, $7 million of which. was contéibiited on Charter:* -
Ventures’ behalf, subject to: Vulcan Ventures® aforementioned
priority return. Since the formation of DBroadband -Holdings,
LLC, Vulcan Vertures-has' contributed: approx1mately $56 mil-
lion on Charter Ventures’ behalf,

-On"March 2,-2001, a subsidiary. of Charter, Charter
Communications Ventures, LLC (“Charter Ventures”) entered
into 4 broadband carriage agreement with Digeo Interactive,
LLC (“Digeo Interactive”), a wholly owned subsidiary of Digeo,
Inc: (‘Dlgeo") an entity controlled by Paul Allen. The carriage
agreement prowded that Digeo Interactive would provxde to
Charter a “portal” product, which would function as the
television-based Internet portal (the initial point of entry to the
Internet) for Charter’s customers who received Internet access
from Charter. The agréement. term was for 25 years -and Charter
agreed.to use the Digeo portal exclusively for six years. Before
the portal product was delivered to Charter Dlgeo termmated
development of the portal product. - .

On September 27, 2001, Charter and Dlgeo Interactlve
amended the broadband cdrriage agreement. Accordmg to the

" amendment, Digeo Interactive would prévidé to Charter the

content for enhanced “Wink” interactive television services,
known as Charter Interactive Channels (“i-chantiels™). In order
to provide the i-channels, Digeo Interactive sublicensed certain
Wink technologies to Charter. Charter is entitled to share in the
revenues generated by the i~channels. Currently, our dlgltal
video’ customers who receive 1-channels receive the service at no
additional charge.

On September 28, 2002, Charter entered into a second
amendment to its broadband carriage agreement with Digeo
Interactive. This amendment supersedes the amendment of
September 27, 2001. It prowdes for the development by ngeo
Interactive of future features to be included in the Basic i-TV
service provided by Digeo and for Digeo’s development of an
interactive “toolkit” to enable' Charter to develop interactive -
local content. Furthermore, Charter'may request that Digeo
Interactive manage local content for a‘feé. The amendment
prov1des for Charter to pay for development of the Basic i-TV
service as well as license fees for customers who receive the
service, and for Charter and Dlgeo to splxt certain revenues
earned from the service. In 2004, we paid Dlgeo Interactxve
approximately $3 million for customized development of the
i-channels and the local content tool kit. We received no
revenues under the broadband camage agreement in 2003. ThlS
amendment expired pursuant to its terms on December 31,
2003. Digeo Interactive is continuing to provide the Basic i-TV
service on a month-to-month basis:, ‘

On June 30, 2003, Charter Holdco entered into an
agreement with Motorola, Inc. .for the purchase of 100,000

digital video recorder: (“DVR”) units. The software for these
DVR units is being supplied by Digeo Interactive, LLC under a
license agreement entered into in April 2004. Under the license
agreement Digeo Interactive granted to Charter Holdco the
right to use Digeo’s proprietary software for the number of
DVR units that Charter deploys from a maximum of 10
headends through year-end 2004. This maximum number of
headends was inereased drom;10 to 15 pursuant to a letter
agreement executed on June 11, 2004 and the date for entering
into llcense agreements for units deployed was extended to
June 30, 2005. The number of headend‘s was increased from 15
to 20 pursuant to a letter agreement dated August 4, 2004, from
20 to 30 pursuant to a letter agreement dated September 28,
2004 and from 30 to 50 headends by a letter agreement in
Februa.ry 2005. The license g-ranted for each unit deployed
under the agreement is valid for five years. In addition, Charter
will pay certain other fees including a per—headend llcense’fee
and maintenance fees. Maximum license and maintenance fees
during the term of the agreement are expected to be approxi-
mately $7 million. The dgreement provides that Charter is
entitled to receive contract terms, considered on the whole, and
license fees, considered apart from other contract terms, no less
favorable than those accorded to any other Digeo customer.
Charter paid approximately $474,400 in license and maintenanc
fees in 2004.

In April 2004, we launched DVR service (usmg umts
containing the Digeo software) in our Rochester, Minnesota
market using a broadband media center that is an integrated set
top terminal with a cable converter, DVR hard drive and
connectivity to other consumer electronics devices (such as
stereos, MP3 players, and digital cameras).

In May 2004, Charter Holdco entered into a bmdmg term "
sheet with Digéo Interactive for the development, testing: and
purchase of 70,000 Digeo PowerKey DVR units. The term shee
provided that the parties would proceed in good faith to
negotiate, prior to year-end 2004, definitive agreements for the
development, testirig and purchase of the DVR units and that
the parties would enter into a license agreement for‘Dlgeo s
propnetary software on terms substantially similar to the terms
of the license agreement described above. In November 2004,
Charter Holdco and Digeo Interactive executed the license
agreement and in December 2004, the parties executed the
purchase agreement each on terms substantially sxmxlar to the
binding term sheet. Product development and testing are
continuing. Total purchase price and license and majntenance
fees during the term of the definitive agreements are. expected t
be approximately $41 million. The, definitive agreements are
terminable at no penalty to Charter in certain circumstances.

We believe that Vulcan Ventures, an entity controlled by .
Mr. Allen, owns an approximate 51% equity interest in Digeo,
Inc.,, on a fully-converted basis. Mr. Allen.is a director of Digea
and Mr. Vogel was a director of Digeo .in.2004. During 2004,
Mr. Vogel held options to purchase 10,000 shares of Dlgeo
common stock.
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& MISCELLANEOUS RELATIONSHIPS

= Networks

unt to certain affiliation agreements with networks of
om, Inc. (“Viacom”), including MTV, MTV2, Nickelodeon,
. TVLand, CMT, Spike TV, Comedy Central, Viacom

-l Suite, CBS-owned and operated broadcast stations,
“time, The Movié Channel, and Flix, Viacom provides
Tér-with programming for distribution via-ouf cable

4. The affiliation agreements provide for, among other

i tites and terms of carriage, advertising on the Viacom

arks, which Charter can sell to local advertisers-and
m—. (g support. For the year erided December 31, 2004,
=7 paid Viacom approximately $194 million for program- -
Charter recorded approxrmately $8 million as recervables
Goth networks related to launch incentives for certain
and marketmg support, respectively, for the year ended
r'31,'2004. From April 1994 toJuly 2004, Mr. Dolgen -

ment Group
"ommumcahons Inc )
business from ADC Telecommunications, which provrdes

d access and.network equipment. Mr.. Wangberg serves
ractor for ADC Telecommunications. For the.year ended

=—uber:31, 2004, we paid $344,800 to. ADC Telecommunica-

— under this arrangement

aind HONét Movies Network™ * -

i a.ryAIIO 2003; we signed an’ agreement to cany two -
iclock: high-definition networks, HDNet andHDNet
HDNet Movies delivers a ‘éommiercial-fréé schedule of
feature films conveérted-from 35mm o hlgh—deﬁmtron
“fitles from an’extensive library of Wamer Bros. films.
% Movies will feature a mix of theatrical' releases, made-
“'movies, mdependent films and shorts. The 'HDNet

, sitcoms, dramas, action series, documentaries, travel
“ns, music concerts and shows, special events, and news
s including the popular HDNet World Report. HDNet
ers a selection of classic and recent television series. We
DNet and HDNet Movies approximately $609,100 in
We beheve that entities. controlled by Mr. Cuban owned
—x'rnately 81%, of HDNet as of December 31, 2004
December 31, 2004, we beheve that Mark Cuban

ader and president of HDNet, owned apprommately
000 shares, or 6.2% of the total common equity in
based on a Schedule 13G filed with the SEC on

2003.

lease Agreement

McCall, who served as Senior Vice President —
ns — Eastern Division during 2002 and January 2003, is

_in a partnership that leases office space to us under a
& eement, which expires December 31, 2010. The
rship received approximately $43,400 pursuant to such

as Chairman and’ Chref Executrve Oﬁlcer of the Vracom "

r and Charter Holdco purchase certam equlpment for use.

<! features a variety of HDTV programming; mcludmg live

lease and related agreements for the year ended December 31,

2004.

Carriage Fees

We have carried The Outdoor Channel on a month-to-month
basis since the expiration of an affiliation agreement in July
2002. We paid approximately $1 million to The Outdoor .
Channel during 2004. In December 2003, Mr. Merritt became
director of Outdoor Channel Holdings, Inc,, an affiliate of The |
Outdoor Channel, Inc.

Payment for Relative's Services ..

Since June 2003, Mr. Vogel's brother-in-law has been an :
employee.of Charter Holdco and has received a salary. commen-
surate, with his. position in the engineering department.

Indemnification Advances -

Pursuant to Charters bylaws (and the employment agreements
of certain of our current and former officers), Charter is
obligated (subject to certam Timitations) to indemnify and hold
harmless, to the fullest extent permitted by law, any officer,
director or employée against all expense, liability and loss
(including, among other things, attorneys’ fees) reasonably
incurred or suffered by such officer, director or employee as a ,
result of the fact that he or she is 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 or she is or was a
director, officer or employee of Charter. In addition, Charter-is-..
obligated' to:pay, as an advancement ofits indemnification
obligation, the expenses (including attorneys’ fees) incurred by
any officer, director or-employee in defending any such action,
suit-or proceeding in advarice of'its final disposition, subject to .
an obligation to repay those amounts under certain circum-
stances. Pursuant to these indemnification arrangements and as
an advancement of costs, Charter has reimbursed certain of its
current and former directors and executive officers a total of
approximately, $3, million in respect of invoices received in.2004,
in connection with thelr defense of certain legal actions
described herein. See “Item 3. Legal Proceedings.” Those
current and former directors and officers include: Paul G. Allen,
David C. Andersen, David G. Barford, Mary Pat Blake,

J. Christian:Fenger, Kent D. Kalkwarf,"Ralph G. Kelly, Jerald L.

" Kent, Paul E. Martin, David L. McCall, Ronald L. Nelson,

Nancy Bi‘Peretsman, John C. Pietri, William D. Savoy; Steven A.
Schumm, Curtis S. Shaw, William ]. Shreffer, Stephen E. Silva,
James Trey Smith and Carl E. Vogel. Thesé amounts were
subrnitted to Charter’s director and officer insurance carrier and
have beén reimbutsed cornsistent ‘with the terms of the Securities
Class Action and: Derivative Action Settlements described in
“Item 3. Legal Proceedings. On or about February 22, 2005,
Charter filed lawsuits ‘against the four former officers who were
indicted and pled’ guilty‘as part of the government investigation
conducted by the United States Attorney’s Office. These suits
seek tG recover fees and rélated expenses that Charter advanced
these former officers under the indemnification provisions
described-above. *
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ITEM 14. “PRINCIPAL ACCOUNTING FEES AND SERVICES,

RICIESIH

AUDIT FEES ~ * SRR USRI NS N L'; - #7000 approves in advance all fees and terrns for the audrt _engagement_
During the years ended December 31, 200 4 and 2003 we and non—audrt engagements where non-audit services, are not..
. et s b prohlbrted by Sectron 10A of the Securmes Exchange Act of
incurred fees and related expenses for préfessionalservices 1934, d d ith revist d bli tants P 3
rendered by KPMG: LLP (“KPMG?) for thé avdits ‘of our'and as amended with reistered public accoun ReER
AN N A . g approvals of non-audlt services are sometimes delegated to a
our subsidiaries’ finaricial’ statéments (including" five subsidiaries single b fth Andit c ittee. However, any pr. _
that are also public registrants), for the feviéw of our and our ingle member.of the. Audit Committee, However, any pre. .. .
subsidiaries’ interim financial statements and. five offering memo-

approvals made by the Audit Commrttee s desrgnee are, L.
randums and registration statement filings,in 200 dandtwo. presented at, the Audit Commrttee s next regularly scheduled,_ o
offering memorandums and reglstratlon statement ﬁlmgs in. 2003 ’E'J:,'

meeting, The Audlt Commrttee has an oblrgatlon to consult
totaling approxrmately $6 2 mrlhon and $3 2 mllhon Tespec: .. with magalgoeor;entf (t)}r: t;;\e/[ga;t ersf Tl:; Au;ll_t C;oglrgrttee
tively. Included in 2004 are foe a.nd related £xXpenses of ap p rove Lo the gee for.fhe yealy enfe

$1.9 million for the audlt of 1nternal control
reportmg required under Sarbanes—Oxley Sectlon 404

respect to the proposed audrt engagement, the Audrt Commrttee
reviews the proposed risk assessment process in establtshlng the"
scope ‘of ‘examinatiori ‘and 'the Teports to ‘be'rendered. " T
— “In'its capacrty ‘as'a-commiittée of the Bodrd; the Andie o <
We incurred fees to KPMG Of appro;umately $0 I rmllron and Committee oversees the work of the" regrstered publi¢ account—

AUDlT-RELATED FEES

$0.4 million during the years.ehded December 31; 2004-and: <~ jng-firm (mcludmg resolution of drsagreements ‘bétween mianage:
2003, respectively: The services'ini2004 primarily related toithe:.  mentiand the-public aécountifg firm regarding financial - - !
audit of our 401(k) plan:and .advisor}ﬂ-sénvices vassociated:"with-}“: reporting) for the purpose of preparinig: of“issuing dn audit-« -
our-Sarbanes-Oxley Section 404 implementation.In.2003; these: report or Performmg other audit, review or attest services. NThe 5

s

services primarily related toithe audit’ of:cable ‘systerns, sold'to - . -
Atlantic Broadband Finance; LI:C and:advisory. services associ-::-
ated with our. Sarbanes—Oxley sSectron 404 1mplementatlon

ALL OTHER FEES the Audrt Commlttee charter For more detatl of the Au

None. Comrmttees authorlty and responsrblhtles, see. Charter s Audit

The Audlt Commrttee appornts retams compensates and ‘ Cornmrttee charter set fOl'th in Appendlx A of our 2004 mey
Statement ﬁled thh the SEC on June 25, 2004.

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

UL o1 vt i sabie

(a) The: followrng documents are: ﬁled asmart of: thrs annual CWe agree to furhish to the SEC upon request copres
report: e D ATy S of ar any long-term debt instruments that authonze an "
(1) Financial Statements PRSI ; - amount of secuntles constrtutmg 10% or less'of the
A listing -of the _ﬁna_ncxal statements notes and reports total ‘assets of Charter and its subsrdranes on a R
of independent public acecountants requlred by.Jtem.8 . - consohdated basxs . ' -

begins on page F-1 of.this-annual. report R
(2) Financial Statement Schedules.; i TR
"No financial statement; schedules are; requrred to be,

- filed by Items.8-and-15(d). because ithey.are ngt 3., -
required orrare not applicable; or.the requlredrrnforma—
tion is set forth:in the applrcable ﬁnancral statements;or.
notes-thereto., * - - | SRR o

(3) The index to the Exhrbrts begms on page 114 of thrs G
annual report.
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’;mt to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934; Charter Communications, Inc. has-duly/-
- this annual report to be signed on its behalf by the undersrgned thereunto duly authorized.

b e : . " CHARTER COMMUNICATIONS, INC, - -
o o ’ , Regrstrant .

Mo e e Lo . By: s /s/ ROBERTP M.AY
O S A Robert P. May

Interlm Presrdent and - - |
Chief Executive Officer-

- March 1,2005 - < e S e e

Pursuant to the-requirements. of the Secuntres Exchange Act of 1934 thrs report has been srgned below by the following persons
Half of - Charcer Commumcatrons ‘Inc and i the capacities and on the’ dates 1ndrcated R S 1

-7 Signature T et o L Title et e il : Date

_ /s/ PAULG. Auen ¥ Chairman 6f the Board of Directors . .~ February 28, 2005

m} 7. /s/ROBERT PMAY et Interim President, Chief Executive Officer, . . -March 1, 2005
‘ i "Robert P. May’ - - - o Director (Principal Executive Ofﬁcer)~ TR A

B0 Y5/ DEREK CHANG =% - ©/ " Execitive Vice President and .~ March 1, 2005
: »; : Derek Chang K Interim Co Chlef Fmancral Oﬂicer o

/s/ PAUL E MARTIN ": ‘. g "
- Paul E. Martin

Interim Co-Chief F1na.hc1al Ofﬁcer Senior Vice Presrderrt" ' “March 1, 2005
and Corporate Controller (Co—PrmcrpaJ Financial Ofﬁcer - “
and Principal Accounting Officer)- st

/s/ CHARLES M. LiLLIS " Director ~ " - ' February 28,2005

Charles M. LLlhs

"/ W LanceConw  Director . - - - _ .March 1,2005
v n - W. Lance Conn : : ‘ ' AR e

‘e /s/ '+ JONATHAN; L. DOLGEN - - i v o0 o s : ‘ Director 'A S ‘ February 28, 2005
et . Jonathan L. Dolgen vt . .

.. /s/ Davip C.Merairr o  Ditector - Maxhl, 2005
David C. Merritt ' o e

Director

Marc B. Nathansori -

/s/ Jo ALLEN Patrton o Director . SRR February 28, 2005
Jo Alle,h',ljéttorr_ ‘ ‘ : " e o
i

 /s/ JounH. TORY - . . Director v February 25, 2005 -
John H. Tory ~ = = ‘

/s/  LARRY W. WANGBERG ' Director March 1, 2005
Larry W. Wangberg
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EXHIBIT INDEX

(Exhibits are listed by numbers correspondmg to. the Exhrbrt Table of Item 601 in Regulatron S-K).

Exhibit

Description

" Exhibit

Descnptmn

21

21

220

23

23

(a)

(b)

().

®»

Purchase and Contribution Agreement, entered into as of
June 1999, by and among BCI (USA), LLC, William
Bresnan, Blackstone BC Capital Partners L.P,, Blackstone
BC Offshore Capital Partners L.P., Blackstone Family

Investment Partnership TlI L.P., TCID of Michigan, ch S

and TCI Bresnan LLC and Charter Communications
Holding Company, LLC (incorporated by reference to
Exhibit 2.11 to Amendment'No: 2 to the registration
statement on Form §-1 of Charter Communications, Inc.
filed on September 28, 1999 (File No. 333-83887)).

First Amendment to Purchase and Contribution
Agreement dated as of February 14, 2000, by and among

" BCI (USA), LLC, Williarii J. Besnan, Blackstone

BC Capital Partners L.P., Blackstone BC Offshore. Capital
Partners, L.P., Blackstone Family Media IIT L.P. (as
assignee of Blackstone Family Investment.JII, L.P.), TCID
of Michigan, Inc, TCI Bresnan, LLC and Charter =
Communications Holding Company, LLC (mcorporated
by réference to Exhibit 2.11(a) to the curfent report on
Form 8-K filed by Charter Comnmunications, Inc. on
February 29, 2000 (File No. 000-27927)).

. Asset Purchase Agreeritent, dated as of September: 28;

2001, between High Speed Access Corp. and: Charter C
Communications Holding Company, LLC (including as
Exhibit A, the Form of Voting Agreement, as Exhibit B, .

" thé form of Management Agreement, as Exhrbxt C; the

form of License Agreernent and ‘as Exhibit D, the Form
of Billing Letter Agreement) (incorporated by reference to
Exhibit 10.1, to Amendment No. 6 to Schedule 13D filed.
by Charter- Commumcatlons, Inc. and others with’ respect
to High Speed Access Corp,*filed on October 1, 2001 -

- (File No. 005-56431)).

Asset Purchase Agreement, dated August 29, 2001, by
and between Charter Communications Entertainment |,
LLC, Interlink Communications Partners, LLC, and Rifkin
Acquisitions Partners, LLC and Enstar Income

.Program II-1, L.P,, Enstar Income Program II-2, L.P,,

Enstar Income Program IV-3, L.P,, Enstar Income/
Growth Program Six-A, L.P., Enstar IV/PBD Systems
Venture, and Enstar Cable of Macoupin County

" (incorporated by reference to Exhibit 2.1 to the current

report of Form 8-K filed by Enstar IV-2, L.P. on.
September 13, 2001 (File No. 000-15706)).

Letter of Amendment, dated September 10, 2001, by and
between Charter Communications Entertainment [, LLC,
Interlink Communications Partners, LLC, and Rifkin
Acquisition Partners, LLC and Enstar Income

Program II-1, L.P., Eustar Income Program II-2, L.P.,
Enstar Income Program IV-3, L.P,, Enstar Income/
Growth Program Six-A, L.P,, Enstar IV/PBD Systems
Venture, and Enstar Cable of Macoupin County
(incorporated by reference to Exhibit 2.1 to the current
report of Form 8K filed by Enstar IV-2, LP. on
September 13, 2001 (File No. 000-15706)).

23

24 -

25

31

3.2

(c)

Letter of Amendment, dated April 10, 2002, by and
between Charter Communications Entertainment [, LL.C,
Interlink Communications Partners, LLC, and Rifkin
Acquisition Partners, LLC and Enstar Income

Program II-1, L.P., Enstar Income Program II-2, L.P,
Enstar Income Program IV-3, L.P.,, Enstar Income/
Growth Program Six-A, L.P., Enstar IV/PBD Systems
Venture, and Enstar Cable of Macoupin County
(incorporated by reference to Exhibit 2.1 to the current
report on Form 8-K filed by Enstar Income

Program IV-1, L.P. on April 22, 2002 (File .

No. 000-15705)). '

it ‘Asset Purchasé Agreerfient, ddted April 10, 2002, by'and

(a)

(b)

(a)

(b}

- ~between: Charter Communications Entertainment L LLC,-

and Enstar Income Program II-1, L.P. (incorporated by
reference to Exhibit 2.2 to the current report on -~
Form 8K filed by Enstar Income Program II-1, LP. on
April 26, 2002 (File No. 000- 14508))

Purchase Agreement, dated May 29 2003; by and "
between Falcon Video Commumcatlons. L.P: and
WaveDivision Holdings, LLC (incorporated by reference
to Exhibit 2.1 to Charter:Comniiihi¢ations; Inc.'s current
report on Form 8- K filed on May 30;,2003 (Frle

No. 000-27927)).

Asset Purchase Agreement, dated September 3, 2003, by
and ‘betweeni Charter Communications VI, LLC; The -
Helicon Group, L.P.,, Hornell Television Service, Inc,
Interlink Communications Partners, LLC, Charter
Communications Holdings, LLC and Atlantic Broadband
Fmance, LLC (incorporated by reference to Exhlbrt 2.1to
Charter Communications, Inc.’s current report on

Form 8-K/A filed on September 3, 2003 (F lle

No. 000-27927)). ,

Restated Certificate of Incorporatlon of Charter
Communications, Inc. (Originally incorporated July 22,
1999) (incorporated by reference to Exhibit 3.1 to
Amendment No. 3 to.the registration.statement on. .- -
Form S-1 of Charter Commiunications, Inc. filed on
October 18, 1999 (File No. 333-83887)).

Certificate of Amendment of Restated Certificate of
Incorporatron of Chartcr Communications, Inc. filed

May 10, 2001 (incorporated by reference to Exhibit 3.1(b)
to the annual report of Form 10-K of Charter
Communications, Inc. ﬁled on March 29, 2002 (File -

No. 000-27927)). -

Amended and Restated By-laws of Charter
Communications, Inc. as of June 6, 2001 (incorporated by
reference to Exhibit 3.2 to the' quarterly report on

Form 10-Q filed by Charter Communications, Inc. on
November 14, 2001 (File No. 000—27927))

Fourth Amendment to Amended and Restated By-Laws
of Charter Communications, Inc. adopted as of

October 3, 2003 (incorporated by reference to Exhibit
No. 3.3 to the quarterly report on.Form 10-Q filed by
Charter Communications, Inc. on November 3, 2003 (File
No. 000-27927)).
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7s.¢° (6} Fifth-Amendment to- Amended and Restated By-Laws of
wiv .« Charter Commimunications, Inc. adopted as.éf October 28,
’ 2003 (incorporated-by reférence:to Exhibit No. 3.3 to the
“ . . quarterly report ‘'on:Form 10-Q filed by.Gharter
o~ | :Communicatiens, Inc. on: November 3,,2003 (File
w No:000-27927)). » + = o5 |

' v'(d')' Sixth Améndment td the Arnended and Restated

- September 24,2004 (mcorporated by reférehce to

orss . Exhibit-99.1 to the current report on . Form 8-K of
Charter Communications,. Inc. ﬁled on September 30,
oo 2004 (File No. 000—27927))

“Seventh Amendment fo ‘the' Amtided arid Restated
‘By-Laws- of/Charter Coniitiunication 'Inic. adopted as of
' "j‘October 2172004 (mcorporated by refetence to
d 'Exhrbrt 3.1"to the current’ report on Form'8 K of Charter
- "A'Communrcatrons, ic. ﬁled on October 22 2004 (File
- N&. 000- 27927)) .

Eighth Amendment to the’ Amended! §rid Restated
‘By-Laws of Charter Comm i e,
' Décember’ 14,2004 (mcorporated by reference to
o Exhlblt 3.1to the clirent report on’ Form 8-K of Charter
o Commumcatlons Inc. filed" on December 15 2004 (File
NG 000-27927):

‘ . Indenture dated May 3 -ha
r Commumcatlons. Inc .and BNY Mrdwest .Trust Company
as Trustee govermng 4. ’IS% Convemble Semor Notes due

‘ RedeemabIe Preferred Stock of Charter;Commumcatrons,
Inc. and related Certificate of Correctlon of Certificate of
Desrgnatton (mcorporated by reference to, EXhlblt 31to
the quarterly report on Form IO-Q filed by Charter
o Commummtlons Inc on November 14, 2001 (File

No. 000:27927)). - S

. CCI Senior Notes Exchange Agreem t dated as of
. September 18,2003, by and between Charter
Commumcatlons, Incy CCH. II LLC and CCH I
P Capltal Corp (mcorporated by reference to, Exhibit 10.4
to Charter Communications, Inc/s _rrent report on

. Form 8-K filed on September 26, 3003 (Flle

T, No. 000 279270 ,

. Indenture relatmg to the 5. 875 Yy conve bIe senior notes
3 due 2009, dated as of November 2004, by.a

“ Charter Commumcatlons’ Inc an W II

by and among Charter Commumcatlons Inc and
Cmgroup Global Markets Inc and Morgan Stanley and
Co Incorporated as representatlves of the uutlal
purchasers (mcorporated by reference to Exhrblt 102 to
the current report on Form 8 K of Charter
Communications, Inc. filed on November 30, 2004 (File
No. 000-27927)).

) _By-’Laws of Charter Communrcatlons, Inc. adopted as of -

46 [

48

49

410

4“ : r

“Share Loan Registration Rights Agreernent;! dated N
. November22, 2004, by:and between Charter

:Communications, Inc. and Citigroup Global Markets Inc.
(incorporated by reférence to Exhibit 10.3 to the current

report ‘on Forr 8-K-of Charter Communications, Inc.

filedion November. 30; 2004 (File. No. 00027927)).
‘Collateral PIedge ‘afid Security Agreement, dated as of

b November 22, 2004 by dnd' between Charter
Cormunications; Tric’ 'and Wells Fargo Bark, N.A. as

trustee and ‘collateral agent (mcorporated by reference to
Exhibit 10.4 ‘to'the cufrent’ feport 60’ Form 8-K of

Charter.Commithications, Inc: ﬁled on November 30, ‘a4

2004 (Fxle No. 000+ 27927)) LA
Collateral Pledge and' Secunty Agreement. dated as of

" "'}"»November 22,2004 arhong ‘Chartér Commumcatxons,
' Ine Charter Commumcatrons Holdmg Company, LLC

“N.A_ as trustee and’ ‘collateral

' ‘agent (mcorporated by ‘reference to' "Exhiit'10.5 to the

rent report on Forrn 82K’ of Chartér’ Commumcatlons,

*[nic. filed ‘on November 30; 2004 (F ile No! 000 27927)).

Share Lending Agreement, dated as of November 2,
" 2004 Betweén Chartér Coémmutications; 1A¢, Citigroup
GIobal Markets Lumted through Cltlgroup Global

v

2004 (Fde No. 000:27927)).""

Commumcatlons, Inc and Charter Commumwtnons

Holding Company, LLC (anorporated by reference o

" Eithibit 107 to the current repbrt oni Form ‘8K of

Charter Commumcatrons Ino ﬁIed on November 30,

Agreement, dated, as. of November 22, 2004,

RS

_ Aby and between Charter Commurucatrons Inc and
’ Charter Com_rn i

tions H Iding Company, LLC

. —,,(mcorporated,b referen el to Exhlblt 1!} 8 to the current
—repon on Form 8 K of Charter Commumcauons Inc.

wi..

10.2

(a)

. Renaissance Med

'(Tennesse‘e) LLC
,.,‘:,Corporatron Renarssance Media Group LLC and United
', States Trust Company of New, York; as trustee

filed on November 30, 2004 (E lle No.; 000 27927))

Indenture, dated.as of April 9, 1998 by and among, ...,
di (Loursrana) LLC Renalssance Media
nalssance edla Capltal

”,(mcorporated by reference to Exhlblt 4.1:t0.the

registration statement on Forms S-4 of Renalssance Media
roup LLC, Renmssance Medra (Tennessee) LLC,

o Renzussance Medra (Loulslana) LLC and Renaissance

Media CaprtaI Corporatron ﬁIed on june 12 1998 (File .
No. 333 56679)) e - £y

Indenture, dated as of December 10 1998 by and among
Avann Cable of Mlchlgan Holdmgs, Inc, Avalon

‘Cable LLC ‘and ‘Avalon Cable Holdmgs Fmance Inc, as

_1ssuers and The Bank of New York, as. trustee for the

:Notee (mcorporated by reference to Exhrbrt 41 to
o Arnendment No. 1 to the regxstratron statement on

" Form S—4 of.Avalon Cable LLC Avalon. Cable Holdings

Finance, Inc., Avann ‘Cable of Mrch1gan Holdmgs, Inc.
and Avalon Cable of Michigan, Inc. filed on May 28,
1999 (File Nos. 333-75415 and 333-75453)).
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! 10.2 (b) - Supplemental Indenture, dated as of March 26, 1999, by
and-among- Avalon Cable of Michigan Holdings, Inc,

i = . " Avalon Cable LLC and Avalon Cable Holdings Finance,
-Inc., as issuers, ‘Avalon Cable ‘of Michigan, Inc, as
-guarantor; and- Thé Bank' of New York,.as trustee for the
"Notes (incorporited by reference to Exhibit 4.2 to
s . ,Amendment No. 1 to the, registration statement on
i Form S:4 of Ava.lon Cable LLC Avalon Cable Holdings
i - Fmance Inc, Avalon Cahle of Mrclugan Holdings, Inc.
i .. and Avalon Cable of Mlchlgan Inc. filed on May 28,
3 . 1999 (File No. 333-75415 and 333-75453)).

103 . - ..:idndenture relatmg to. the 8.250%. Senior Notes due 2007,
: dated as of March 17,°1999; between’ Charter
! ) _.Communications Holdings, LLC, Charter
i C ok Commumcatlons Holdmgs Capltal Corporatron and

i L “to Exhlblt 4. l(a) to Amendment No. 2 to, the registration
Iy :statement on. Form 5S4 of Charter Communlcatlons

i o Holdmgs,‘LLC and Charter Commumcatrons Holdings
‘ G Capital Corparation filed, on June 22 1999 (File

i No 333- 77499))

Y 104 ‘, Indenture relat.mg to the 8. 625% Semor Notes due 2009

" ", dated asof March 17, 1999 among, Charter

: Commumcatlons Holdmgs, LLC Charter
Hams Trust a.nd Savmgs Bank (mcorporated by reference
to Exhibit 4. 2(a) to Amendment No. 2 to the registration
statement on Form S-4 of Charter Commumcatlons

‘ Holdlngs, LLC and Chartér Commiunications Holdings' -
{ . Capital Corporatlon ﬁled on June ‘22 1999 (File
| ' No.333- 77499))’ Vo

l 10.5 [ndenture relatmg to the 9. 920%, Semor Drscount Notes

. due 2011, dated as of March 17, 1999 ‘among Charter
Communications Holdmgs, LLC Charter B
Communications Holdmgs Capital Corporatlon and
‘Harris Trust and Savmgs Bank* (mcorporated by reference
'to Exhibit 4! 3(a) to Améndmient No. 2 to the registration
statement on, Form S4 of Charter Communications
Holdmgs, LLC and Charter ‘Commiusications Holdings
Caprtal Corporatron ﬁled on June 22, 1999 (File
“No. 333- 77499)) ‘

06 lndenture relatmg to the 10.00% ‘Seénior Notes due 2009,
Sib o *"dited as ofJanuary 12, 2000 ‘between Charter
d = Cornmunlcatlons Holdmés ‘LLC, Charfer
l} K o Comiunications Holdings Capital Corporation and
i  Harris Trust and Savmgs Bank (incorporated by reference
B o “to Exhlblt 4.1(a) to the’ reg15tratron statement on

oo Form S4 of Charter Comimunications Holdmgs, LLC and
Charter, Communlcatlons Holdmgs Caprtal Corporation
ﬁled on January 25 2000 (File No 333-95351)).

107 ' Indenture relatmg to the 10. 25% Semor Notes due 2010,
dated as of January 12, 2000, among Charter
‘Communications Holdmgs LLC, Charter
Commumcatlons Holdmgs Capltal Corporatlon and

= Harris Trust and “Savings Bank (mcorporated by reference
: ¥ to Exhibit 4.2(a) to the registration statement on
- ; Form $-4 of Charter Communications Holdings, LLC and
Lo Charter Communications Holdings Capital Corporation
e ﬁled on January 25 2000 ‘(File No. 333-95351)).

94

Indenture relating-to the 11.75% Senior:Discount Notes

- due 2010, dated .as of January: 12, 2000, among Charter
-Communications Holdings, LLC, Charter ©
. Communications Holdings Capital Corporation and

Harris Trust and Savings Bank: (incorporated by referen
to Exhibit 4.3(a) to the registration statement on

Form 5-4 of Charter Communications Holdings, LLC a

Charter Commumcatxons Holdmgs Capltal Corporation

lﬁled on January 25, 2000, (File No. 333 95351)).
.- Indenture dated as .of January 10, 2001 between Charter

Communications. Holdings, LLC; Charter . -
Communications Holdings: Capital Corpordtion and
BNY Midwest Trust Company. as.Trustee governing

. 10. 750% senior notes due 2009 (mcorporated by referen

to Exhlbrt 42(a) to the reg'lstratlon statement on

Form 84, of Charter Commumcanons Holdings, LLC a
Charter Commumcatrons Holdmgs Caprtal Corporation
filed on February 2, 2001 (Frle No. 333- 54902))

Indenture dated as of January, 10, 2001 between Charter
,Commumcatlons Holdmgs, LLC Charter

i

Communications Holdlngs Capltal Corporauon and
BNY Mldwest Trust Company as: Tmstee governing

- 1L 125% senior notes due, 2011 (mcorporated by referen

to Exhibit '42(b) to the reg15tratron statement on
Form S-4 of Charter Communications Holdmgs, LLC &
Charter Commumcatlons Holdmgs Capital Corporatlon

~ filed on February 2, 2001 (Flle ‘No. 333-54902))
‘ Indenture dated as of January 10 2001 between Charter

Communications - Holdmgs,,LLC Charter,
Commumcatrons Holdings Caprtal Corporatron and
BNY Midwest Trust Company as Trustee governing
13.500% senior discount notes due 2011 (mcorporated b

) refefence to Exhibit 42(c) to the reglstratron statement ¢
' Form 'S4 of Charter Commumcatlons Holdmgs, LLC a1

Chartér Commumcatlons Holdmgs Capltal Corporatron
filed on Fehruary 2, 2001 (F ile No. 333 54902))

,‘ Indenmre dated as of May 15 2001 between Charter

Communications Holdings, LLC, Charter
Communications Holdings Caprtal Corporatnon and
BNY Midwest Trust Company as Trustee govemmg
9.625% Senior Notes ‘due 2009 (mcorporated by referenc
to Exhibit 10. 2(a) to the cutrent report on Form 8K file
by Charter Commumcatlons, Inc. on June 1, 2001 (File

- No. 000-27927). " T

First Supplemental Indenture dated as of January 14, 200
between Charter Commumcatlons Holdmgs, LLC,

- Charter Cominunications Holdings' Capltal Corporatron

and BNY Midwest Trust Company as Triistee governing

' '9.625% Senior Notes due 2009 (mcorporated by referenc
" “to Exhibit 10.2(a)"to the current’ teport on Form 8K file

by Charter Commumcatlons, Inc. on January 15, 2002
(File No. 000-27927)).

Second Supplemental Indenture dated as of June 25, 200.
between Charter Communications Holdmgs, LLC,

‘Charter Communications Holdings ‘Capital Corporation

and BNY Midwest Trust Company as Trustee governing

'9.625% Senior Notes dué 2009 (mcorporated by reference
* to Exhibit 41 tothe quarterly report on Form 10-Q filed
by Charter Commumcatrons Inc. on August 6, 2002 (File

No. 000-27927))."
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(b)

e(h)

(c)

First Supplemental Indentire’ dated as of ]anuary 14, 2002

- betweén. Charter.Communications ‘Holdings, LEC, S

-.Charter-Communications Holdings' Capital Corporation

. - riand ‘BNY-Midwest Trust Company as Trustee governing
~.» - 10:000% Senior. Notes due 2014 (incorporated by

reference to Exhibit 10.3(a) to the current report on
Form:8-K filed by Charter Communications, Inc. on
January 15:2002.:(File No. 000-27927)).. .- *

-/ Second Supplemental Indenture' dated as-of June™25, 2002¢

- = between:Charter Commuriications Holdings, LLC,

- Chartef'Communications Holdings «Capital’Corporation
- % and:BNY Mijdwest Trust Company as Trustee governing .
i: 10.000% :Senior Notes due 2041 {incoiporated by

reference to Exhibit 4.2 to the quarterly report on

Form 10-Q filed by Charter'Comniinic¢ations, Inc. on
August 6, 2002, File No. 009-27927). . _
Indenture dated as.of May 15;:2001 between Charter
Communications:Holdings; LLC, Charter
Commuiriications Holdings Capital Corporation and

BNY Midwest Trust Company as Trustee governing

" 11.750%. Senior Discount Notes du€ 2011 (incorporated
by reference. to Exhibit 10.4(a) to the current report on_

i . Form 8—K ﬁled by Charter Commumcatl ns, Inc. on

{a)

. June 1, 2001 (File No. 000-27927)). .

4.75%: Mirror Note in the principal amount of

$632.5 milliori-datéd dsof May 30; 2001, miade by

. Charter Communications Holding:Company, LLC, a s
Delaware lumted hablhty company, in favor of Charter
Commumcatlons Inc, a Delaware corporatxon
(mcorporated by reference to Extubxt 4.5 to the quarterly
“report on Form_ 10~ -Q | filed by Charter Commumcatlons,
Inc. on August 6, 2002 (Flle No. 00 27927))

Indenture dated as of January 14, 2002 between Charter «:

Commumcatxons Holdings, LLC, Charter
Commumcatxons Holdings Capxtal Corporatlon and .

L BNY Mldwest Trust Company as, Trustee .governing

- 12.125%, Semor stcount Notes due 2012‘.(mcorporated
by reference to Exhlbrt 10.4(a) to the current report on
Form 8K ﬁled by Charter Commumcatlons, Inc.on .
]anuary 15, 2002 (F lle No 000- 27927) e i

“First Supplemental Indenture dated as of june 25 2002
between Charter Commumcatxons Holdmgs, LiLc,
Charter Commumcatlons Holdmgs Capital Corporation

B

e rand BNY. Mldwest Trust Company as Trustee governing

12.125% Senior stcount Notes due, 2012 (lncorporated
by reference to Exhibit 43 to the quarterly report on
" Form '10- -Q’ filed by Charter Commumcatrons Inc.on”
August 6 2002 (Flle No 000- 27927))

Holdmgs Semor Notes Excha.nge Agreement dated as of

Cap1ta.l Corp (mcorporated by. reference to ‘Exhibit 10.5

: to Charter-Communications, Inc 's current.report on
- Form 8 K filed on September 26, 2003 (File

No. 000- '27927))

10.20

10.21{’ i

10.22

10.24

1025

2004 (File No. 333-112593).

Description i Exhibit Description
ENTE (a) « Indenture dated as. of May 15, 2001.between Charter t. 10.18 Indenture. relating to the 10.25% Senior Notes due 2010;%:
e - - Communications Holdings; LL.C, Charter:. sdated .as of September. 23, 2003;:among CCH I, LLC,
. Communications Holdings. Capital Corporatxon and e+ CCH H Capital Corporation and Wells: Fargo- Bank,
BNY.Midwest Trust: Company as Trustee governing . * 1 National Association (incorporated by. referénce to
10.000%_Senior Notes due 2011 (incorporated by Exhibit 10.1 to.the current report.on Form .8-K of
-refererice to Exhibit 10.3(a) to the current report on " Charter. Communications Inc. filed on September 26, 2003
. Form 8K filed by Charter Communications, Inc. on .+ iL(File No. 000-27927)). - - oy :
5o o June 1, 2008 (Flle«No 000- 27927)) o 1wy - :Exchange and Reglstratlon nghts Ag'l'eement relating to

10.25% Senior Notes due 2010, dated as of September 23
+2003, among CCH II, LLC,:CCH II'Capital Corp., and.

*. the purchasers set.forth on the'signature pages thereto
‘i I(incorporated by reference. to' Exhibit -10.2. to the current
..réport.on Form 8-K of Charter. Communications, Inc.

+ -+filed on"September 26, 2003 (File No. 000-27927)).
_Tridentire relating to the 8%4% Seniot Notes due 2013,
* ‘ddted #s of November 10, 2003, _by‘and ‘among

CCO Holdings, LLC, CCO* Hofdlngs Capital Corp. and
Wells Fargo Bank, N.A., as trustee (incorporated by
reference: to Exhibit-4.1 to Charter Communications,

. Inc’s current report on Form. 8-K:filed :on November 12,
.- 2003- (Flle No. 000-27927). .- o

: Exchange and’ Registration- nghts Agreement dated as of
* “Novémber 10, 2003, by and'between CCO Holdings,
“-“LEC ahd CCO Holdings Capital"Corp. {inCorporated by

_reference to Exhibit 4.2-to Charter- Communications, .- *'

. Inc’s cufrent.report on Form 8-K filed .on:November 12,
 2003-(File No. 000-27927)): - -

:'Indentur'e relating to'the 8% senior ‘Second-lien notes due
2012 and 8¥4%' senior sécond- lien notes due 2014, dated
as of April 27; 2004, by and among Charter

- Commumcatxons Operatmg, LEC, Chdrter -

Commumcatlons ‘Operating Caplta] Corp. and Wells

.- Fargo Bank, N.A. as trustee (incorporated: by reference to’

‘Exhibit. 10.32 to Amendment No. 2 to the registration
statement on Form $-4-of CCH II, LLC ﬁled on May 5,
.2004 (File No. 333-111423)). - :

! 5.875%. error Convertible Senior Note due 2009, in the

* principal ‘amount ‘of $862,500,000" dated ds -of
"November 22, 2004 made by Charter Commumcatlons

Holdlng Company, LLC; a Delaware limited hablllty
company;.in favor of Charter Communications, Inc., a .
Delaware limited liability company, in' favor of Charter
Communications,iInc.,-a Delaware corporation
(incorporated by reference to Exhibit 10.9 to the current
report on Form 8-K' of Charter Communications, Inc.

++ifiled on-November-30, 2004 (File No. 000-27927)).

Indentiire dated as of Décember 15, 2004 among

" . CCO-Holdings, LLC, CEO Holdings Capital Corp. and
* Wells Fargo Bank, N.A, as trustee. (incorporated by

reference to Exhibit 10.1 6 the current report on
Forni 8-K:of CCO Holdings, LLC filed: on"December 21,

‘Exchange and Regtstration Rights Agreement dated

* Decémber 15, 2004 by and among CCO* Holdmgs, LLC,

CCo Holdmgs Capital Corp,, on' the one hand, and
“Credit Sulsse First Boston LLC and Cltlgroup Global
Markets Inc., on the othér ‘hind; as ‘tepresentatives '
(incorporated by reference to Exhibit 10.2 to the current
report on Form 8-K of CCO Holdings, LLC filed on
December 21, 2004 (File No. 333-112593)).
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Exhibit Description Exhibit Description
1026 Consulting Agreement, dated as of March: 10, 1999, by 1033 = (a) First Amended and Restated Mutual Services Agreemeiit,”
) and between*Vulcan: Northwest Inc., Charter dated as of December 21, 2000, by . and between Charter
" - Commiunications, Inc. (now called Chartet Investment, Communications, Inc., Charter Investment,_Inc. and
" *Inc)) and Charter Communications Holdings, LLC Charter Communications- HoldingiCompany, LLC
(incorporated by reference to Exhibit 10.3 to Amendment - {incorporated by reference to Exhibit'10.2(b) to the
- - :No. 4 to the registration statéiment.on.Form S-4 of “registration;statement ‘on Form S-<4:of:Charter
Charter Communications Holdings, LLC ‘and Charter - .Communications Holdings, LLIC-and Charter
Commumcatrons Holdings Capital Corporatlon filed on ; Communications Holdings Capital Co'rporation filed on
. July 22‘,‘ 19‘?9;(File No, 33_3;774.9:9 : > . ; - [February 2, 2001 (File No, 333-54902)). . I
1027 « Lettef Wgreement; dated Séptember 21 1999 by and 1033 (b} . Letter Agreement, dated June: 19, 2003; by and among
~among: Charter Communications;-Inc., Charter - Charter'Commurications, Inc., Charter Communications
Invéstment, Inc., Charter Communications:Holding - - Holding Company,:LLC and Chartér/Investment, Inc.
. Company; Inc.'and Vulcan: Ventures Inc.«(incorporated by " regarding-Mutial Services Agreement: (iricorporated by
" reference to Exhibit- 10.22 to:Amendment No. 3 to the 7 «reference to’ Exhibit No.'10.5(b) to the:quiarterly report on
... registration statement on Form;S:1 of Charter B ¢ Fotm 10-Q) filed. by Charter: Commuhicdtions, Inc. on
_.,_Commumcatlons, Inc ﬁled on;: 0ctober 18 1999 (File August 5, 2003 (Filé-No. 000-27927)); .. !,
!y o+ No. 333-83887). I e ‘ 1033 =:{c)- Second Amended.and Restated Muitual:Services . , i* "
10.28 - Form: of Management Agreement, dated as'of ' Agreement, dated:as of June 19;2003:betwéen Charter
- November.9; 1999, by ‘and between Charter o . ‘Commiunications, Inc:-and Chartet Communications
Communications:Holding Company, LLC and Charter #iv ¢ . 9= Holding Company, LLC (incdrporated!By reference to
Communications, [iic. {incorporated by :reférence to . - Exhibit-10.5(a)' to the quarterly report.on Form 10-Q filed
. Exhibit 10.2(d) to Amendment No. 3 to the registration - by Charter Commumcatrons, Inc ‘on. August 5,2003 (File
statement on Form S 1 of. Charter Commumcatlons Inc. . No..000- 27927)) ; R
. fled on-October 18, 1999 (File No, 533-83887)). 10.34 Amended and Réstated Lmted“uabmty Company
1029 - Management Ag-reement, dated as of: November 12, 1999, : . Agreement for Chartér Communications Holding <+
T - by -and-between CC V1 Operatmg Company, LLC and Company, LLC madé as of August 31,2001
Charter Commumcahons, Inc. (incérporated by reference i (incorporated by referencé to Exhibit- 10.9.to the quarterly
_ to.Exhibit 10.2(d). to Amendment No, 1.to. the s «+  report.on Form-10-Q) filed\by Chartef Communications,
. reglstxatlon statement on Form S-4 of Charter P . Inc. o Novembet 14, 2001 (File No. 000-27927)).
Communications Holdings; LL,C and; Charter 1035 ™ Armendéd and Restatéd Limited“LiaBility Company
Commumcatzons Ho!dmgs Caprtal Corporatron ﬁled on . Agreement for CC'VIII, LLC, dated as of March 31, 2003
Lo JgAprrl 1, 2000 (File No. 333-77499)). . . (incorporatéd by reference fo’ Exhibit 10:27 to the annual
10.30. : Management Agreement, dated as of November 12, 1999 + report on Form.10-K of Charter. Corhmunications, Inc?'
by and between-Falcon:Cable Communications, LLC and . tfiled on. Aprik 157 2003 (Frle*NouOOO 27927))
-Charter: Commanications;Inc: (incorporated by reference 10.36 Amended sind Restated Litnitéd’ Llabrhty Company
to Exhibit 10:2(e) to: -Amendmerit No. & toithe .S Agreement of Chartér Commumcahons Operating, LLC,
registration statement on.Form $-4,of Charter “'dafed as of _]une 19, 2003 (mcorporated by reference to
 Communications Holdmgs, LLC and Chater v Exhibit No. 102 to'the” quarterly report ot Form 10-Q
- Commumcatlons Holdmgs Capltal Corporatlon filed on re ﬁ]ed by Charter Commurucatxons, Inc on August 5, 2003
1’31 - Form of Exehange Agreement, dated as of November 12, 10377 Amendéd and Restated Management Agreement, dated &
1999 by and among Charter. Investment, Ific,, Charter “of Jung'. 19 2003 between Chiarter Communications
Communications, lnc.,':,Yuléan\Gable!IH:Inc and Paul G. 8 Operatmg, LLC and Charter Commumcatlons, Inc. -
Allen. (inborporated‘j b}‘-"ff_"fet@f_lée"f‘? ‘Exhibit 10.13 to ' " (incorporated by reference to Exhlbrt 104 to the quarterly
.‘Amendment No::3 to«thie-registration statement on report on 'Formi 10-) filed by- Charter Commumcatrons,
' - Form Srl' of .Charter Communications, In¢. filed on f Inc. on August 5, 2003 (Frle No: 333 83887))
‘Qetohert"l_j& 19 99(Fl l’e-N%‘ 333—83887)) : A 10.38 Amended and Restated Credlt Agreementl among Charter
1032 Exchange/Agréemeént, dated as of February: 14, 2000, by Commumcatlons Operatmg. LLC, ¢CO Holdrngs, LLC
and-among Charter Commiunications, Inc, BCI (USA), - ~and certam lénders and agents named theéréin dited
LLC; William J. Brésnan, Blackstone: BC.Capital = Apnl 27, 2004 (incorporated by refefénce’to Exhibit 10.22
Partriers' L.P., ‘Blackstonie BC Offshiore Capital ' “ to*Ariendment No. 2 to the regrstratron statement on
Paxtners LP, Blackstone Farmly Media; HI'L.P. (as S Fom 5_4 OfCCH I, LLC ﬁled on May 5 2004 (Frle
assignee of Blackstone Family;Investment I L.P), TCID,, by No. '343¢ 111423)) :
o Mlehlgan Inc, and TCI Bresnan LLC (mcorporated by 1038 Letter Agreement between Charter Col ummtlons, Inc.

‘ reference to Exh]brt 10.40 to the qurrent teport on Form
R 8K of Charter Commumcatrons, Inc. ﬁled on
. February 29, 2000 (Frle No. 000 27927)) 2

" and Charter Investment Inc and ‘Vulcan Cable 1T Inc.
amending the Amendéd and Restated Lumted Llabxhty
 Company Agreement of Charter Commumcatlons ‘

" - Holding Compiny, LLC, dated as of Novémber 22, 2004

(incorporated 'by reference to Eshibit 10.10 to the current

* “report ‘oh Form 8-K'6f Chaftet-Comimunications, Inc.

filed Gn‘November 30,2004 (File No: 000-27927)).
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Description o [ Exhibit Description
falt . Letter Agreement, dated May 25, 1999, between Charter. 1042 - (c)t:: -Amendment No. 2 to the Charter Communications, Iric.. .
. Commumcatlons Inc and Ma.rc Nathanson (incorporated 2001 Stock Incentive Plan (incorporated by reference to
by reference to Exhibit 10.36 to.the reg'lstratlon statement .- :Exhibit 10:10 to the quarterly report on Form 10-Q filed
on Form S:4 of Charter Communications Holdings, LLC. - . by Charter Communications, Inc. on November 14, 2001
m “and Charter Commumcatlons Holdmgs Capltal ) (File No. 000-27927)). .~ .. ...
""" Corporation filed on ja.nuary 25, 2000 (Fxle_ 1042 5 () rAmendment No.:3 to the Charter Communications, Ing. ;
No. 333- 95351)) : "+ .2001-Stock Incentive Plan effective January 2, 2002
- (incorporated by reference to Exhibit.10.15(c) to the
- ccvn Holdmgs, TLC and Marg' Nathanson amending annual report of Form 10-K of Charter-Communications,
the Letter Agreement “dated’ ‘May 25 1999 {incorporated w Inc filed on March 29, 2002 (File No. 000-27927)). ..
2 by reference to' Exhibit 10:13(b) to the'annual report on. - 1042 (e}t Amendment No. 4 to the ‘Charter Communications, Inc.
lForxn 10- .K f?naner [Communrcanonn,"lnc filed on . 2001 Stock Incentive Plan (incorporated by reference to .
, April 15,2003 (File No. 000-27927)). i Exhibit 10 ll(e) to the annual report on Form 10K of
z(a)t " Charter Communications Holdings, LL.C 1999 Option " Charter Commumcatrons, Inc filed on Apnl 15, 2003
» =+ Plan (incorporated by ‘reference to Exhibit-10.4 to (File No, 000-27927)) SRV
" Amendment No. 4'to ?the"'rcgw.tr?at.lon statement on 1042 )t Amendment No. 5 to.the Charter Commumcatlons Inc.:+
: Form $-4 of Charter Communications Holdings, LLC-and 2001 Stock Incentive Plan (lncorporated by reference to |,
.- Charter Cornmumcatlons Holdmgs Capital Corporation Exhibit 10.11(f) to the annual report ori Form 10K of '
ﬁled on ]uly 22, 1999 (File No: 333-77499)). Charter Communications, Inc. filed on April 15, 2003
()t Assumption Agreement regarding Option Plan, dated as (File No. 000-27927)). \ 4
of May 25, 1999, by and between Charter 1042 ()t Description of Long-Term Incentive Program to the:
Communrcatrons Holdrngs, LLC and Cham‘er Charter Communications, Inc. 2001 Stock Incentive Plan
Communications Holding Company, LLC (incorporated (incorporated by reference to Exhibit 10.11(g) to the
by reference to Exhibit 10.13 to Amendment No. 6 to the annual report on Form 10-K of Charter Communications
registration statement on Form S-4 of Charter Inc. filed on March 15, 2004 (File No. 000-27927)).
Communications Holdings, LLC and Charter . b
Communications Holdings Capital Corporation filed on 1043 (a)t Employment Offer Letter, datec.l Dfecgmber 2, 2003 by
A . and between Charter Communications, Inc. and Derek
ugust 27, 1999 (File No. 333-77499)). ) g
Chang (incorporated by reference to Exhibit 10.24 to the
{(c)t Form of Amendment No. 1 to the Charter annual report on Form 10K filed by Charter
- Communications Holdings, LLC 1999 Option Plan Communications, Inc. on March 15, 2004 (File
(incorporated by reference to Exhibit 10.10(c) to No. 000-27927)).
Amendment No. 4 to the registration statement on
Form S-1 of Charter Communications, Inc. filed on 1043 (Bt Amendment to Employment Offer Letter, dated
November 1, 1999 (File No. 333-83887)). January 27, 2005, by and between Charter
L Communications, Inc. and Derek Chang (incorporated by
(&)t Amendment No. 2 to the Charter Communications reference to Exhibit 9.1 to the current report on
Holdings, LLC 1999 Option Plan (incorporated by Form 8-K of Charter Communications, Inc. filed
reference to Exhibit 104((‘3) to the annual report on january 28. 2005 (Frle No. 000_27927‘))
Form 10-K filed by Charter Communications, Inc. on ) 4 M A
March 30, 2000 (File No. 000-27927)). 10441 Separatlon Agreement and Release for a.rgarct
L Bellville, dated as of September 16, 2004 (incorporated by
{e}t Amendment No. 3 to the Charter Communications 1999 reference to Exhibit 10.1 to the quarterly report on
Option Plan (incorporated by reference to Form 10-Q filed by Charter Communications, Inc. on
Exhibit 10.14(e) to the annual report of Form 10-K of November 4, 2004 (File No. 000-27927)).
Charter Communications, Inc. filed on March 29, 2002 T
(File No. 000-27927)). 10.45¢ Executive Services Agreement, dated as of January 17,
’ L 2005, between Charter Communications, Inc. and Robert
0y Amrendment NO' 4 to the Charter Communications 1999 P. May (incorporated by reference to Exhibit 99.1 to the
Optron Plan (incorporated by reference to current report on Form 8-K of Charter Communications,
Exhibit 1010(0 to the annual report on Form 10-K of Inc. filed on january 21, 2005 (Fl]e No. 000_27927))
Charter Communications, Inc. filed on April 15, 2003 )
(File No. 000-2792 104671 Separation Agreement and Release for Steven A.
ile No. 000- 7). )
o . Schumm, dated as of February 8, 2005 (incorporated by
(a)f Charter Communications, Inc. 2001 Stock Incentive Plan reference to Exhibit 99.1 to the current report on
(incorporated by reference to Exhibit 10.25 to the Form 8K filed by Charter Communications, Inc. on
quaxterly report on Form IO-Q filed by Charter February 11, 2005 (Fll& No. 000_27927»
Communications, Inc. on May 15, 2001 (File ;
No. 000-27927)). 10471 Separation Agreement and Release for Carl E. Vogel,
(b))t Amendment No. 1 to the Charter Communications, Inc. dated "’_‘S‘OF February 17, 2005 (mcorpora;ed by rle(feﬁrler:ice
2001 Stock Incentive Plan (incorporated by reference to to Exhibit 99.1 to th‘? current report (;n orm 8K file
Exhibit 10.11(b) to the annual report on Form 10-K of by. Charter Communications, Inc. on February 22, 2005
Charter Communications, Inc. filed on April 15, 2003 (File No. 000-27927)).
(File No. 000-27927)). 10.48* Stipulation of Settlement, dated as of January 24, 2005,

regarding settlement of Consolidated Federal Class Action
entitled In Re Charter Communications, Inc. Securities
Litigation.
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Exhibit Description o Exhibit Description L T
10.49* . = - Settlement:Agre'emer}t and Mutual Rgledso;. dated as of - ° 1% ' Certificate of Interim Chief Executive Officer ﬁferUant"t G
«  February 1, 2005 by‘and among Chartet- - Rule' 13a-14(a)/Rule 15d-14(2) under the'Securites
; ¢ . Communications; -Inc. and ‘certain’/other insureds, on the Lo Exchange Ac’t of 1934 ‘ ]
| hand, and Certain Underwriters at Lloyd’s of Lond % s
::; c::t ain subscribers, ‘on the’dth er ha m-fy s ol London 31.2* . CertLﬁcate of Intenm Co—Chlef Flnancnal Officer pursuant
) ) ) ) T . o to Rule L33-14( )/Rule 15d 14( ) under the Securities
10.50% .- .- Stipulation:of Settlement, dated ‘as of January 24112005} | Exchange "Act of 1934 N ‘
. regarding settlement of Federal:Derivative'Action; Arthur .
J:Cohn v. Ronald L. Nelson et:al an d Charter : 313 .. Certificate.of Interim, Co-Chief Fmancxa] Officer pursuant
T Commumcatxons, D et “to Rule 13a-14(a)/RuIe 15d‘l4(a) under the Securities
Exchange Act,of 1934 o
151 - Descnptlon of Chater Commumcatlons, Inc 2005 PR :
.. - Executive Bonus Plan.- © - op Y2 BT Certification pursuant to 18 U.SC Secnon 1350 as
.. -adopted pursuant,to Section 906 of the Sarbanes—Oxley
141 * Code of Condict adopted january 28, 2003 (mcorporated Act of 2002 (Interim-Chief Executive Officer).
: " by referénce to Exhibit 141 to ‘the “anniial report on . . . . .
Form 10-K of Chartér Commumcatxons “Iné. filed on 322 - o Certification” pursuant to‘_18, US.C. Section 1350, as o
April 15, 2003 (File No. 000- 27927)),». : + :adopted pursuant to-Section 906 of the Sarbanes-Oxley
. ) L - . Act 0f 2002 (Interim- co-Chief Financial Officer).
211 © - Subsidiariés of Charter Commumcatlons Inc i R ) . .
Lo - 323* +f -i v Certification pursuant to*18 US.C. Section 1350, as
ne Consent of KPMG LLP L RPN et adopted pursuant to Section 906 of the Sarbanes-Oxley

Act of 2002 (Interim co-Chief Financidl Officer).
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* Document attached o
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM BEETRS B N

To the Board of Directors

Charter Communications, Inc.: . -

Wé have audited the accompanying consolidated balance shéets of Charter Communications, Inc. and subsidiaries -(the Company) as
of December 31, 2004 and 2003, and the related consolidated statements iof operations, chariges in’ shareholders™ equity..(deficit),iand..\.
cash flows for each of the years in the three-year period ended December .31, 2004. These consolidated financial stateménts.are’the .
responsibility of the Companys management Our* responmbllxty is to express an’ opmlon .on these consoliddted. financial staterents "

1

"based on our audits: " x i LY L O RPN it b T D e e

"t We conducted our audits in accordance w1th the: standards of-the Pubhc Company Accountmg Over51ght Board (Umted States) *

" THose standards require that we plan and perform the audit to obtain reasonable assurance about whether.the:finan¢idl.statements:

aré free of material misstatement. An audit includes examining, on 4 test basis, evidence supporting the amounts and disclostres in "~
the financial statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis
for our opinion. .

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the ﬁnancxal position
of Charter Communications, Inc. and subsidiaries as of December 31, 2004 and 2003, and the results of their operations and their
cash flows for each of the years i in the three-year period ended December 31, 2004, in conformity with US. generally accepted
accounting principles.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the
effectiveness of the Company’s internal control over financial reporting as of December 31, 2004, based on criteria established in
Internal Control - Integrated Framework: issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO),
and our report dated March 1, 2005 expressed an unqualified opinion on management’s assessment of, and the effective operation of,
internal control over financial reporting.

As discussed in note 3 to the consolidated financial statements, effective January 1, 2002, the Company adopted Statement of
Financial Accounting Standards No. 142, Goodwil] and Other Intangible Assets.

As discussed in note 7 to the consolidated financial statements, effective September 30, 2004, the Company adopted EITF Topic
D-108, Use of the Residual Method to Value Acquired Assets Other than Goodwill.

As discussed in note 19 to the consolidated financial statements, effective January 1, 2003, the Company adopted Statement of
Financial Accounting Standards No. 123, Accounting for Stock-Based Compensation, as amended by Statement of Financial Accounting
Standards No. 148, Accounting for Stock-Based Compensation — Transition and Disclosure — an amendment of FASB Statement No. 123.

/s/ KPMG LLP

St. Louis, Missouri
March 1, 2005
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glie- Board of Directors
harter Communications, Inc.:

ave audrted management’s assessment, included in the accompanying Management's Report on Internal Control Over Fmancnal
2 portmg, that Charter Communications, Inc. and subsidiaries (the Company) tairitaified eﬁ'ectnve internal control ovcr financial o
orting as of December-31, 2004, -based on criteria-established in-fnternal Control - Integmtea’ FErémetbiork is5ued By the Committeof -
nsoring Orgamzatrons of the Treadway Commission (COSO). The Company’s management is responsible for maintaining = 3
bfective internal control over financial reporting and for its assessment of the effectiveness of internal control-over financial reporting. -
byiit responsibility is to express an gpinion on riardgement’s asséssment and an’ opinion on-the effectiveness’ of .the: Companys HER
iiernal control over financial reporting based on our audit. <
Lo We condu,cted our audit in accordance with the standards of the Public Company Accounting: Oversrght Board (Umted States)
se standards require that we plan and perform the audit to obtain reasonable assurance about whether eﬁ"ectlve mtemal control .
ﬁnanaal reportmg was ‘maintainied in all material féspects. Our audit included obtairing an understandmg of internal control
;ver*ﬁna.ncral reporting, evaluating management’s -assessment, testing and-evaluating the-design-and operating effectiveness of mtemal -
‘ntrol and performing such other procedures as we considered necessary in the circumstances. We believe that’ our audlt provrdes a*
sasonable basis for our opinion. T s
A/companys internal control over ﬁnancxal reportmg is a process designed to provide réasonable: agsufdnce regardmg the e
iability of financial reporting and the preparation of financial statements for external purposes in accordance with gepierally < I+ - .
ted accounting principles. A company’s internal control over financial reporting includes those policies and procedures;that ;...
pertain to the maintenance of records that, in reasonable detail, accurately and fairly reﬂect the transactlons and dxsposmons of the
ets of thezcompany, 2 provnde reasonable dssurance that transactlons are recorded as necessary to permlt preparatlon of ﬁnancral

fnade, only $in"accordance with authorizations of management and drrectors of the company;.and (3) provrde reasonablé ‘assiraiice
regarding prevention or timely detection of unauthorized acqulsmon, use,’ ortdlsposmon of the ’company’s ‘assets that could have a "
fiaterial effect on the financial statements,
f Because of its inherent limitations, internal control over financial reportmg may not prevent or detect mlsstatements Also o
rOJecnons of any evaluation of effectiveness to future: periods are subject to the risk that contfols-may become madequate because of
fchanges in- conditions, or that the degree of compliance with the policies or procedures may deteriorate.: ... i . o

-~ In our-opinion, management’s dssessment that'the Company ‘maintained effectiveiinteérnal control over ﬁnancxal repomng as’ of
December 31, 2004, is fairly stated, in all material‘respects, based -on critéria established in Internal:-Control — Integrated Frimework:

8 ssued by COSO Also, in our opinion, the Company maintained, in all material respects, efféctive internal control ver ﬁnancxal

38 -<porting 45 of December 31, 2004, based -on criteria established in fnzernal Control - Integrated Framework issued by COSOz-1 s =
We also have audited, in accordance with the standards of the Public Company_Accounting Oversighit“Board- (United ‘Stats),’ the
isolidated balance sheets of the Company as of December 31, 2004 and 2003, and the related consolidated statements of - -JL :
changes in shareholders equlty (deﬁcxt) and cash ﬂows for each of the years i xn the three—yea.r penod ended D ember 31
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Consolidated Balance Sheets * -

December 31,

{Dollars in millions, except share data) 2004 2003
Assets b |
Current Assets:
-Cash and cash equivalents - o $ 650 §$ 127
Accounts recervable less allowance for doubtful accounts of $15 and $17 respectwely L l90 189
Prepa,ld expenses and other current assets o ’ 82 ‘34
Total current assets .o e e L .922 . . 3,50
Investment in Cable Propertles T T AR : SRS T

Property, plant and eqmpment net of. accumulated deprec1atron of: $5 311 and $3 950, respectrvely

Franchises

. 6,289, . 7014
- 9,878 . ‘13,680

16,167 - 20,694

Total-investment in cable propertles net o s
Other’ Noncurrent Assets o

Co-584 7 1390

Total assets . ]

_$17673 $21,364

Llahlhtles and Shareholders Deﬁcn § o
Current Liabilities:
Accounts payable and accrue_d expenses... . .

Ja

$ 121751286

Total current liabilities. ... 7 -, ... . s e G L1 .-, 1,286
Long Term Debt~ .~ - x C i oo - 19484 18,647
Deferred- Management Fees = Related Party o e 1407 14
Other Long—Term Llabrlmes B : T Te81 g8
Mmonty Interest .. = . . . : : , 548 ’ 689
Preferred . Stock — Redeemable, $ 001 par value, 1 million shares authonzed 545 259 shares 1ssued and. .- e

_ outstanding ' ; 55 .. 55
Shareholdérs’ Deficit:.: . 0 -~ N T T A A B

Class A-Common stock $. 001 par’ value, 1 75 brlhon sha.res authonzed 305 203; 770 and-295,038,606 shares

issued and outstanding, respectively -

Class. B-Common - stock; $.001 ‘par-value;. 750 mtllron shares authonz;ed, 50 000 shares 1ssued and outstandmg
Preferred stock; $.001 par value; 250: mllhon shares. authorrzed 'nG NoN- redeemable shares: 1ssued and outstanding

Additional paid-in eapital - . . . 0 e ol
Accumulated deficit - ; . : R
Accumaulated other. comprehensxve loss -

4,79 . 4,700
,:{8,196) . (4.851)

@ . (29

Total shareholders’ deficit ... & =

(4408 . . (175)

Tétal liabilities and’ shareholders deﬁc1t

The accompanying nofes are an infegral’part ' of thise consolidated ‘financial ‘statements, = -~

$17,673 ~$21.364
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Year Ended December 31,

2004 2003 2002

497171 § 4819 $ 4566

ratmg (excludmg deprecumon and amomzatlon) 2,080, - ' ' 1952 N } ‘ “‘1 807
Selling, general and administrative o Y Cou 963
pepreciation and amortization - 1 4953 IS VL% S 1 436
f pairment of franchises . 2433 oo — A o ’ 3, 638
) Toss on sale of fixed assets _ _(86) 5 T

on compensation expense net ] B R

ial charges, nét- , : 104 ) U .36
Avoréblré contracts and other-séttlements {5) - (72) s
B IO 4303 T gas
__ue) sl (4hp

&t expense, net ., BeRy) o L (Ls03)

2 oss). on derivative mstruments and hedgmg actmtles net 69 ‘ .,,(115)
5 ot debt 6 equity conversmns T ) (23) — S
?am (loss) on extmgmshment of debt , (31) A 267 _
' ) N C)

{1 652). ) :_(1,2{1) o i 622)

ss before minority interest, income taxes and cumulative effect of accountmg . , o R
(3,698) (725) i (5.944)

R R

p 1555 before ificome takes aid cumulatlve affect of accountifig’chaiige """ - B CE YL R k (348) e (2:768)
pime Tax Benefit 103 110 " 4eh
,Loss before cumulative effect of accounting change (3,576) (238) (2.308)
Rir ulatxve Effect of Accounting Change, Net of Tax - {765) — (206)
et loss (4,341) (238) (2,514)

’\_ Jividends on preferred stock — redeemable {4) 6] (3)
Net loss applicable to common stock (4,345) 3 (242) § 2,517)
ks Per Common Share, basic and diluted (1447 3 082) § (8.55)

fizhted average common shares oufstanding, basic and diluted

300,291,877

294397519 294440261

,:%pcompanying notes are an integral part of these consolidated financial statements.
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CHARTER'GOMMUNICATIONS, INC. AND SUBSIDIARIES

Consolidated Statements of Changes in Shareholders’ Equity (Deficit)..:..

The awompanymg notes are an mtegra] pa.rt of these consolidated financial stafethents.

- N Accumulated Tota!
: Class A Class B Additional .. .+ . - . - . Other..~ .Shareholders’
i Common ~Common Paid-In  Accumulated  Comprehensive ~ = 7 _Equity
@llars in milians) R e Stock . Stock Capital . . Deficit . Income {Loss)  *7H* Y{Defigit)
Balance, December 31, 2001 $—  $— $4694  $(2,092) $(7) "-$ 2585
Issuance of common' stock related to acquisitions eI A T ,,;7{ "2
Cha.nges in fair value of interest rate agreements — — = e e (3‘0)5 “'"f(‘SO)
Optron compensatlon expense, net . — — 2 v f ©0 “ — RE)
Lo$s on issuance of equity by sul diary — — n LU (1)
Dividends on preferred stock ~ redeemable — —_ - '_ (3) "' — """ (3)
Net loss R - — 05147 ' (2 514)
Balancé, December 31, 2002 .. — — 4697 . (4609) ...,
Changes in fair value of interest, rate agreements - = - =
Optron eompensatlon expense, net — — .2 —
Tssiance of commion stock related to acquisitions — — 2
Loss on issuance of equity by sub51d1ary — — 1 el
Dmdends on preferred stock — redeemable — — — @
Net loss i . e (238) .
Bala.nce, December. 31, 2003 — - 4 700 (4 85 1)
Changes in fair. value of i mterest rate agreements — — — —
Optxon compensatlon expense, net — —_ 27
‘Issudnce- of common’ stock in exchange for eonvertible notes — — - 67 e— -
Dividends on preferred stock — redeemable S = o R G
Net loss o vt — — — (4.341)
Balance, December 31 2004 ° $— - $— $4794 §(8196) I ) (4,406)
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- Consolidated Statements of Cash Flows - B AT TN PP R RER
v L I
\+ ' Year Ended Decembper 31,

‘ NS PO 25 S N R0 M A
(Dollars in- miftions) v s R - - s e e D - - -2004 - - 2003 - 2002
Cash Flows From Uperatmg Activities: . Sry e e e taaa Lo

Net loss ., : . : ~ 8 (4,341) s (238) $02.519)
. AdJustments to reconcde net loss to net cash ﬂows from operatmg activities: K e
+ Minority interest . -
Deprecnatron and’ amornzatron
’lmpamnent of franchises =

"Option® compensatlon expense net

e 18 ETD (3176

3 corand 1,495, 1,453, 0 1,436
Gty Q483 o 14638
o 2, 4 .5

SR YR S N A 4 CoomE L LR PR 2RI

Special :charges, net 85 =
- Noncash. intetest expénse. " BRI Fles 324 o 414‘_‘. 395
:Gain on-derivative instruments. and hedging actrvmes net - 69) (65)’: ‘ ’ 115
{Gain)'loss. on sale of assets . oo 3R unies (83) 5 73

23 .-.n. et :‘.v'vg

20 - T(267) - =

(109y - (110) - »:f“i
w8 L T

@) 3n =z

Loss on debt to -equity, conversions ..
(Gain) loss on extinguishment ¢ of debt
Deferred income taxes _j
Cumul i ’ffect of accountmg chan

R G (Y
2 .. -5 .. 26

Accouits receivable. =
Prepiid expénses and other‘dssets * © -

Actounts payable, accrued expenses and other & < < L - e L ) ' (69) 47
Receivables from ‘and. payables to related- party mcludrng deferred management fees e (3)
' Net cash ﬁows from operatmg actmtxes B0 T e e ) . ﬁ:{"_: ' _,47_2‘,__‘_: 76_S o, 748

e (854) (2 167)
@33). . (55)
I (g
' (m“ N ¢OY) (12)
437 (817) 7 (2.363)

Purchases ‘of property plant #nd & ipmént” "
_ Charige i in-accrued expenses related to capxtal expendltures
" Proceeds:from:sale.of systemis ¥t #- ' L8 r. Lif .—
‘Payments for :acquisitions,net - of cash acqulred o
Purchases, of iinvestments ' (o

" Other, netso L o o)

Net cashi.flows from mvestlng activities

'Cash Flows From Flnancmg Activities: " i e
Proceeds from issuance ofi common ‘stock - L= T
~ Borrowings of:long“termdebts - 1 it . 3, 148 U138 4,106
Repayments of long-term debt . ; s _ “5a48) X i'(?. 134)
', Proceeds” from. issuance; of long-term debt e FoOTE g s T SR s
| Payments for debt, issuance costs . ; P T T e (145) ¢ (40)

(143) 7 e
294 (142) 1934

Purchase, of pledge securities ..

Net .cash: flows: from financing activities + ., .« ;~. % - -2

- Net Increase’ (Decrease). in:Cash' and: Cash Eqmva.lents'»rf'; : “(52'3 . (194) 319
Cash,and Cash-Equivalents, beginhing: of penod S 1 > U

‘Cashiand Cash’Equxvalents end ofpenod A e e T T s oes0 s 127 5321
| Cash Paid for Interest - e S R T ' ' 0% 1,302 .5 1111 $ 1,103
1 Noncash Transactions:

2 Debt exchanged for Charter Class Ado e $ . 30.9%. —- $ —
- Issaance’of 'debt by CCH I, LLC = e 1 572 o
+Rétiremeérit of debt - B : . MU . — 1,866 —
Issuances of. preferred’ stock— redeemable, as- payment for vaUlSltlonS Preany om0 o A —

=Issdahce :of .equityias partial’payments: for-acquisitions ... ¢ »

o e
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Notes to Consolidated Financial Statements
December 31, 2004, 2003 and 2002

(dollars in millions, except where indicated)

PR

'

L ‘;‘ ORGANIZATION AND BASIS OF PRESENTATION

Charter Communications, Inc. (“Charter”) is a holding company
-whose prinicipal asséts at December 31, 2004 are the 47%
controlling cornmon ‘€quity interest in Charter Communications
Holding Company, LLC (“Charter Holdco”) and “mirror” notes
which are ‘payable by Charter Holdco to Charter and-have the
same pnncrpal amourit and terms as those of Charter’s
convertxble senior notes. Charter Holdco is the sole owner of
Charter Commumcatxons Holdings, LLC (“Charter Holdings”).
The consolidated ﬁnancral statements include the accounts of
Charter, Charter Holdco, Charter Holdings and all of their
wholly owned subsidiaries where the underlying operations
reside, collectively reféired to herein as the “Company.” Charter
consolidates Charter Holdco on the basis of voting control.
Charter Holdco’s limited liability company agreement provides
that so long as Charter's Class B common stock retding' its* '
specral voting nghts “Charter will maintain a 100% voting
mterest in Charter Holdco Voting control gives Charter full
s;gmﬁcant mtercompany accounts and transactions- ahlong con—
Solidated entities. have been eliminated. The Company is a .
broadband communications company operating in the 'United
States. The Company-offers its customers traditional cable video
programming (analog and digital video) as well as high-speed
data services and, in 'some areas, advanced broadband services
such as hrgh deﬁnmon television, video on demand and
telephony The Company sells its cable video programmmg,
' tion basxs The- Company also sells-local advertising on satellite-
delivered networks.
* The preparation of financial statements in conformity with
accountmg prmcrples generally accepted in the United States
requires management to .make estimates and assumptions that
. affect the reported amounts of assets and liabilities and
disclosure .of contmgent assets and liabilities at the date of the
ﬁnanc1a] statements and the reported amounts of revenues and
expenses dunng the reportlng period. Areas involving significant
Judgments and estimates include capitalization of labor and
overhead costs; depreciation and amortization costs; impair-

ments-of property, plant and equipment, franchises and good- - -

will; incomié taxes; and contingencies. Actual results could differ
from those estimates.

Reclassifications. Certain prior year amounts have been
reclassified-to conform with the 2004 presentation.

2. LIQUIDITY AND CAPITAL RESOURCES

The Company incurred net loss applicable to common stock of
$4.3 billion, $242 million and $2.5 billion in 2004, 2003 and
2002, respectively. The Company’s net cash flows from operat-

ing activities were $472 million, $765 million and $748 "million"" 2
for the years endmg December 31, 2004, 2003 and 2002 1

" réspéctively.”

The Company has a significant level of debt The Com— '
pany’s long-term financing as of December 31, 2004 consnsts of
$5.5 billion of credit facility debt, $13.3 billion’ pnnc1pal amount
of high-yield notes and $1.0 billion principal amount -of,
convertible senior notes. In 2005, $30 million of the-Company's
debt will mature and in 2006, an additional $186.million. of the

- Company’s debt will mature. In 2007 and beyond, significant -

additional amounts will become due under-the’ Companys ,
remaining long-term debt obligations. '
The Company has historically requrred srgmﬁcant cash to
fund capital expendxtures and debt service costs. Hlstoncally, the
Company has funded ‘thesé requirements through cash ﬂows

. from operating activities, borrowings under its. credrt factlmes -
sales of assets, issuances of debt and equity | securmes and cash

on hand. However, the mix of funding sources ehanges ﬁqm
period to period. For the year ended December 31,-2004; the

-+ Company, ‘generated. $472 million of net cash flows from: -

operating activities, after paying . cash, interest of $1.3 bllllon In 7
addition, the Company generated approxunately $744 million
from the sale of assets, substannally all of whlch was, used to.
fund operations, ;ncludmg capital expendrt_ures Fi mal_ly, the o
Company had net cash flows from, financingactivities.of .-
$294 million, which included, among other things, the proceeds
from the issuance in December of $550 millior-of CCO: '

.Holdings, LLC (“CCO Holdings”) Notes. This debt-issuance

was the primary reason cashon hand increased-by $523 ‘million
to $650 million at December 31, 2004 Approximately $622 mil-
lion was used to repay. outstandmg,borrowmgs under the .
Company’s revolving credit facrhty through a series of transac-
tions executed in February 2005 s B
The Company expects that cash on hand, cash ﬂows from
operating activities and the amourits avallable under its credxt
facilities will be adequate to meet its cash needs in 2005, Cash
flows from operating activities and amounts available undei the”
Company’s credit facilities ' may not be sufficient to fund the
Company’s operations;and satisfy its principal repayment obliga+
tions that come due in 2006 and, the Company belleves, will

not be sufficient to fund its operatxons “and satlsfy such o
" repayment obligations thereafter.”

It is likely, that the Company will requrre addmonal ﬁmdmg
to repay debt maturmg after 2006 The Company is workmg
with its financial advisors to address such funding requirements.

.. .However, there can be no assurance .that such funding will be
___available to the Company. Although Mr: Allen and his affiliates
‘have purchased equity from the Company in the past, Mr. Allen

and his affiliates are not obligated to purchase equity from,
contribute to or loan funds to the Company in the future.
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Notes to Consolidated Financial Statements (continued)

Credit Facilities and Covenants .
The+Company’s abilityto operate depends upon, among other
things; its continued access-to capital,.including credit under:the
Charter Communications Operating, LLC.(“Charter. Operating”)
credit:facilities. These- credit facilities; along. with the Company’s
indentures, are subject to .certain restrictive covenants, some of
which require the: Company: to.maintain specified financial ratios
and meet-financial tests and to-provide:audited financial. . ¢
statements with-an-unqualified ‘opinion ffom the Company’s -
independent auditors. As of December 31, 2004, the: Company*~
was' in complidnce: with theicovenants under the Company'’s -
indentures and under its credit facilities and the-Company: =« -
expects to'remain in compliance with ‘those covenants for the
next twelve months. As ‘of-Decernhber. 31;:2004; the Compaay: .-
had borrowing. availability vinder: the credit: facilities of $804 mil=
lion, none .of which was restricted .due to. covenants. Gontinued
access to the Company’s.credit facilities:is' subject to thesu: sy
Company remaining. in* compliance with the applicablé cove-
nants of these credit facilities, including: covenants tied to the..
Company’s operating performance. If the Companys operatlng
performance results in non-compliance with' ‘these' covenants, or
if any of cértain otheér events of non-compliance under these -
credit facilities or indentures governing the*Company’s debt
occurs, findifg under thé'credit facilities'may rot be aviilable
and defaultson some or potentially “all ‘of the Company’s debt’
obligations could occur. An event of default under the covenants
governing any of the’ Company’s ‘debt instriments could result
in the accelération’ of its: payment’ obllgatrons under that debt
and, uhder Certaifi-circumstances; in' crass-defatilts -underiits "¢
other-debt dbligations, which éould have @ material adverse *
effect on the’ Company s consolrdated ﬁnancral condmon or ¥
results ‘of opérations. * : o =

The Charter Operatmg credit facilities reqgire thé Corh-"
pany to redeem the CC V- Holdings notes within 45 days aftér
the first date that the Charter Holdings leverage ratio is less
than 8.75 to 1.0. In satisfaction of this requirement, CC V
Holdings, LLC has called for redemption all of its outstanding
notes, at 103.958% of principal amount, plus accrued and unpaid
interest to the date of redemption, which is expected to be
March 14, 2005. The total cost of the redemption including
accrued and unpaid interest is expected to be $122 million. The
Company intends to fund the redemption with borrowings
under its credit facilities. .

b M

Speclﬁc Limitations v

'Char’ters ability to make interest payments on its convertible
senior notes; and,"in 2006 and 2009, to repay the outstanding
pnncrpal of its convertible sénior notes, will depend on its ability
to raise additional ‘capital and/or on receipt of payments or

distributions from, .Charter Holdco or.its subsidiaries, including
CCH II LLC (“CCH ), CCO Holdmgs, LLC (“CCO

the CCH 1T notes. ¢co Holdmgs notes, and Chmter Operatmg
notes, hiowever, restrict these entities and their subsidiaries from

making distributions to their parent compariies (including '~
Charter and Charter Holdco) for payment of interest and
principal on Charter’s convertible senior notes, in each case .
unless there is no default under the applicable mdenture and a
specified leverage ratio test.is met at the time. of such event. |
CCH I,,CCO Holdings and Charter Operating meet the
applrcable leverage ratio test under each of their respectlve
indentures, and as a result are not prohrblted from makmg any‘
such distributions to their respective direct:parent. ;¢ %1 -
. 5,The, indentures; governing the:Charter Holdings notes-. , |
permit:Charter. Holdings to. make distributions to: Charter:: .- +
Holdco for payment of interest or principal on.the convertible:-
senior notes, only if, after. giving effect-to the,distribution,, ... .
Charter. Holdings .can incur additional, debt under, the leverage. - .

ratio of 8.75, to 1.0, there is no;default hnd_erCh_anter Holdings’. *

indentures and, other specified.tests are met. For the.quarter . .-
ended December 31, 2004, there was.no.default.under-Charter.,.
Holdings’ indentures and -other. specified .tests-were met.-In": -
addition, Charter Holdings:met the leverage ratio of 8: 75 to. 1.0
based on December 31,2004 financial results..As:a result,
distributions from Charter. Holdmgs to Charter or Charter
Holdco .are not currently restricted. Such distributions. w1ll agam
be restricted, however, if Charter, Holdings fails; to meet-its .+,
leverage ratio test..In the past, Charter Holdings.has frgm time;
to time failed to meet-this.leverage. ratio test. and the:ezcan be ..
no assurance that Charter- Holdmgs will satisfy-this test-in the. .
future. . L Lo , e - R
Durmg penods when such drstnbuuons are restricted, the oy
mdent_ures ‘governing- the Charter Holdings notes_permit.Charter
Holdings and its subsidiaries to; make specified investments in -
Charter' Holdco or Charter; up ito.an amount detefmined.by a.
formula, as long as there is no default under the mdentures As
of Décember’ 31, 2004, Chiarter Holdco had $106 mxlllon m “cash
on hand and was owed $39 million'in interédtpany 16ans from
its subsidiaries, which were available to pay intérest on Charter's
4.75% convertible senior notes, which is- expected to- be
approximately $7 million in 2005. In addrtron Charter has
$144 million of governmental secilrities pledged as secunty for
the six interest payments on Charter’s 5.875% convertrble semor
notes. e deooo ]

. Sale of-Assets: -+ .. ] o KRN

In March 2004, the Company closed the sale of certain cable
systems in Florida, Pennsylvania, Maryland Delaware and West
Virginia to Atlantic Broadband Finance, LLC. The Company
closed the sale of an additional cable system in New York to
Atlantic Broadband Finance, LL.C in Apnl 2004. These transac-
tions resulted in a $104 m1llron pretax gain recorded as a garn :
on sale of assets in the Company s consolrdated statements of,.
operations. Subject to post-closing contractual adjustments the

“total net proceeds from the salé of all of thes” systems were

F-9

approxrmately $733 million. The proceeds recéived o' date were
used to repay a pomon of’ amounts outstandmg under the
Company’s credif facilitiés.
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Notes to Consolidated Financial Statements (continued) .
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3. SUMMARY 0F;SIGNIFIGANT ACCOUNTING. POLIGIES  .-i7r. .-

D N (e

Cash Equivalénts @ = 7 T e e

* The Company considers’ all hrghly llquld investiiierits wrth

original’ matuntres 'of three months or ‘less to'be _c_ash“ ds i

L o

Property Plant and Equrpment PR s
Property, plant 4id’ equrpment are: recorded at-cost; mcludmg all
material;"labor aiid: cértaifi‘indirect costs*associated: with: the
construction: of cable transmissionrarid distiibiition’ facilities:!
Costs assodidted swith - initial ciistorfier. installations and ‘the
additions of'network equipthent riécessiry to: énable advanced 4
services are capitalized. Costs Capitalized ‘as”part of initial - 7.
customét inistallations include aterials;labor; and: cértain 172~
mdrrect' costs Indrrect costs: dfe assocrated wrth the actlvrtres of

mgthe new service aiid ‘consist: of éompensatronand 1ndrrect L
costs associated with thése-support finétions: Indirect costs™ =1
primarilj-inclide employee befefits ahd-payroll taxes, difect ! '+
variable’ costs associated with capitalizable activitiesficonsisting
primarily -of 'installation and ‘constructionivehicle costs, thetost
of dispatch personnel and indirect éosts directly: attnbﬁtable to'
wpltahzable activities: The'icosts of drsconnectrng serviee at'a
customer’s dwéllingior reconnecting Servicesto a previGusly: °
installed dwelling are charged to operatmg expense in the -
period -inicurred. Costs for-tepairs and’maifitenaice are charged
toloperafing: expénse as:ificurred, whilé plant and ‘eguipnierit- 77
replaceriient-asid bettefiments, including réplacément- of cable
drops from" the pole 1o ‘the dwellmg, are’ caprtalrzed‘ Atk

' jon, is recorded usmg the strarght line. composrte
method over managements estimate of the useful lives of the
related assets as, follows .

Deprecr on

I

Cable drsmbutrorr systems ;‘

7 20 years

Customer equrpment and mstallatrons - +3-5 years
Vehicles' and €quipn 155 years
Buildings 4nd ‘leiasehiold” unprovements R 515 years
5 years

Furniture and fixtures

Franchises T sl e :
Franchiserrights represent the value attnbuted to. agreements :
with-local atithorities that allow access:to homes in:cable service
areas-acquired. through the:purchase of eable systems. Manage-
mient estimates: the fair value of franchise. rights“at the, date-of.. .
acquisition and determines if:the franchise has-a finite life or an:.
indefinite-life as défined by.Statement -of Financial Accounting: -
Standards:(:SFAS”). No. 142, .Goodwill and Other-Intangible Assets.
All franchises that “qualify for. indefinite-life treatment under :
SFAS No. 142 are.no loniger‘amortized against: .earnings. but -
instedd-are - tested: for. .impairment annually.as- of Oétober-1;-or;: .-
more frequently: as warranted by events or, changes in circum-.
stances (see Note 7). .The;Company:concluded that 99% ofiits .
franchises qualify for indefinite-life- tréatment; however, .certain. :
franchises did-riot:qualify. for indefinite-lifé treatment, due to %r. !
technological or-operational.factors that limit their. lives. Thes,e i
franchise costs are’ amortized on’ a‘straight-line basis:over: -

10 years: Costs: mcurred in renewing cable ﬁ-anchrses are: g
deferred and amor,trzed over: 10 years o Vo

ool

Bther Noncurrent Assetsf o A IR
Other.noncurrent assets prrmarrly rnqlude goodwrll deferred :
financing costs, governmental securities and. investments,in , ...
equity, securities. Costs related to borrowmgs are deferred and, .,

amortized to -rnterest expense over. the. terms. of the related

‘.',o‘ O

Ir\vestments n equrty secuntres are, accounted for at cost,n

under the gquity, method of ,accountmg or in accordance with

SFAS No. 1115, Accaunting, /br Certain. bzveftmentr i Debt azzd
Equity.§ Secuntzer Charter ,recognizes losses for ‘any decline:in.,.
value, consldered to be other-than, _temporary. Certain market-
able equity securities are classified as avarlable—for-sale and
reported at market, value, with untealized gains. and losses;
recorded as accumulated: other comprehensive income or-loss.

R N+ T

Gain (loss) for

Carrying Value af o rthe Years. Ended

" December 31, ‘ December31
a8 a4 Taoos a6t
L se S0 e e
b B 25 11‘ ) 7;’ ' _(‘1)‘ (5

B A e e 9

UL T O R S L B “4 [ "$4l T ‘$4 o $(3) i@)

5 875% oonvem le ’ 0
Company purchased UsS. govemment securrtres valued at

approxrmately $144 mrllron wrth lmaturrtres correspondmg to the
int rest paymen ‘ dates for the convertrble senior notes These
securltres were, pledged and are held in escrow to provrde
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payment in full for the first'six interest payments of the
convertible senior notes’ (see Note 9). Thése' securities are-
accounted for:as héld-to-maturity securities. At-December:31,
2004, the carrying value and-fair value of the securities was
‘apptoximately $144 million with approximately $48 million " - -
recorded-in prepaid ‘and other ‘assets and approximately’$96 mil-

- lion fecofded in other assets in the Companys consolldated
B balancessheet. = o i : o

..u G T

Valuation. of Property, Plant and Equrpment i

| The:Company evaluates the’ recoverabrllty jof property plant
. and. equipment for impairment:when &vents or. changés-in
. circumstances.indicate that thé carrying amount-of-an asset may:

not:be recoverable.: Such events or changes in circumstances.
could-include such factors as impairment of the Company's
indefinite life franchise under SFAS No. 142, changes,in .+ . .
technological advances fluctuations in the fair value of such

| assets, adverse changes in relatronshrps w1th local franchrse . e
: authorifies, adverse changes in market condmons or poor J
4§ operating results If a feview indicates that the’ carrying value of
13 such-asset is not recoverable from estimated undiscounted cash
ﬂows, the carrying value of such asset is reduced to its estimated
: faur value: While the Company believes that its estimates of
 iture cash flows are reasonable; different assumptions regardmg o
& such cash flows could materially affect its evaluations of asset
: recoverabrlrty No impairment of property, plant and equipment . .
;(occurred in 2004, 2003 and 2002. l

i '_,Denvatrve Frnancra| Instruments

B# The Company accounts for derivative financial instruments in
§¥ accordance with SFAS No. 133, Accounting for Dervative
i !{_z:rtmmentr and; Hedgmg’Attwttm, as amended. F or those

4§ instruments whrch qualify as hedgmg act1v1t1es related gams or
-t losses are recorded in accumulated other comprehensrve

income. F or all other derrvatxve 1nstruments, the related gams or,

losses are recorded in the i income statement. The Company uses
9} interest rate risk management derivative instruments, such as.
] interest rate-swap. agreements interest rate.cap agreements‘and

mterest rate agreements) as. requrred under the terms of the
credit facilities.of the. Company's subsrdrarles _The Company’s.

' ‘ - policy is to manage- interest-costs using-a_mix of fixed and
4] variable rate debt.Using interest rate. swap agreements, the
 Company agrees to ‘exchange, at specified mtervals the- differ=:

ence between,fixed and.variable interest-amounts calculated by .
reference to an agreed-upon notional principal amount. Interest -
rate cap agreements are used to lock in a2 maximum interest rate

g4 should variable rates rise, but enable the Company to dtherwise'
3} pay-lower market:rates: Interest'rate collar.agreements are used-
i to limit-exposyre to"dnd benefits: from-interest rate fluctuations-

on variable rate.debt to. within a.certain range -of rates.: The ™

31 Company does not:hold or issue any derivative financial:.
# instruments for tradmg purposes o :

¢
S S

4

_and are penodrcally remitted to local franchrse authontres

__whose _compensation is typically based on a flat fee per + -

Certain provisions of the Company’s 5.875% convertible .’
senior notes issued in November 2004 were considered embed-
ded derivatives for accounting purposes and were réquired:to be
separately dccounted for from the convertible:senior ndtes. In <
accordance with’SFAS: No; 133, these derivatives ‘aré marked to
market with gains or losses recorded in interest expense.on thes
Company’s consolidated statement of operations. For the year
ended December 31, 2004, the Company recognizéd $1 mrlhoh
in losses related to these derivatives. At December-31; 2004 R
$10 million i recorded in:décounts payable ‘and accrued -
expenses relatmg to the'short:term' ‘portion of these: denvatrves
and $21 millién‘is recorded in other long~term lrabrhtxes related
to the long—term portron o - A

TSP T e [T AN I S
Revenue :Recognition: ; : - et
Revenues from fesidential ‘and :commercial vrdeo and*htgh-speed
data services are recogmzed when the related services are,
provrded Advemsrng sales are recogmzed at estlmated realrzable

R

" values'i in the penod that the advernsements are broadcast Local

governmental ‘authorities i impose franchrse ‘fees on thé Company

- ranging up to-a federally mandated maximum of 5% of gross -

revenues as defined in the franchise agreement. Such fees are
collected on 2 monthly basis from the Company’s customers

0o

Franchrse fees are reported a$ revenues on a gross basts w1th a
corresponding ,operatlng‘;expense. .

_Programming Costs SR e S
The Company has varrous contracts to obtam analog, dlgltal .
and premium video programming, from. program supplrers e
customer. The cost of the right to exhrbrt network programmmg
under such arrangements is. recorded in. operatlng expenses in
the month the programmmg 1s avatlable for exl'ubrtlon Program—
mrng costs are pard each month based on calculatrons per- . .-
formed by the Company, and are subject to adJustrnent based on
perrodrc audlts performed by the programmers Certam pro— .
gramming contracts contam launch incentives to be paud by, the
programmers. The Company recerves these payments related to ‘
the activation of the programmer s cable televrsron channel and
recognizes the launch incentives on a strarght line basls over the
life of the programming agreement as:a reduction:of program: -
ming expense. This offset to programming expense.was, $59 mil-
lion, $62 million and $57. million_for the'years'ended ... -
December .31, 2004, 2003 and 2002, respectively. Programrrung
costs included in;the accompanying statement of operations. .
were $1.3 billion, $1.2 billion and $1.2 billion for:the years. . ..
ended December 31,.2004; 2003-and 2002, respectively. As:of
December 31, 2004 ‘and; 2003, the:deferred amountof launch ;. -
incentives; included.in-other long-term liabilities; totaled .;,
$106 million,and $170 million, respectively. -, s .- '
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Notes to Consolidated Financial Statements (continued)

Advertising Costs

Advertising costs associated with marketmg the Company’s
products and services are generally expensed as costs are
incurred. Such advertising expense was $72 million; $62 million
and $60 million for the years ended December 31, 2004, 2003
and 2002, respectively. -

Stock-Based Gompensatmn

The Company has historically ; accounted for stock based com-
pensation in accordance with Accounting Principles Board
(“APB") Opinion No. 25, Accounting for Stock Issued to Employees,
and related interpretations, as permitted by SFAS No. 123,

Accounting for Stock-Based Compensation. On January 1, 2003, the .

Company adopted the fair value measurement provisions of
SFAS No. 123 using the prospective method under which the .
Company will recognize compensation expense of a stock-based

award to an employee over the vesting period based on the
value of the award on the grant date consistent with the
method described in Financial Accounting Standards Board
Interpretation (“FIN") No. 28, Accounting for Stock Appreciatic
Rights and Other Variable Stock Option or Award Plans. Adopt
of these provisions resulted in utilizing a preferable accountir
method as the consolidated financial statements will present
estimated fair value of stock-based compensation in expense
consistently with other forms of compensation and other
expense associated with goods and services received for equit
instruments. In accordance with SFAS No. 148, Accounting fo.
Stock-Based Compensation — Transition and Disclosure, the fair va
method was applied only to awards granted or modified after
January 1, 2003, whereas awards granted prior to such date v
accounted for under APB No. 25, unless they were modified -
settled in cash.

SFAS No. 123 reduires pro forma disclosﬁre of the impact on earnings as if the compensation expense for these plans had been
determined using the fair value method. The following table presents the Company’s net loss and loss per share as reported and th
pro forma amounts that would have been reported using the fair value method under SFAS No. 123 for the years presented:

Year Ended Decembe
2004 2003

Net loss apphcable to common stock

$(4,345) $(242) $(2,

Add back stock-based compensatlon expense related to stock opnons included in reported net loss (net of

minority interest) -

Less employee stock-based compensation expense determined under fair value based method for all employee

stock option awards (net of minority interest)
Effects of unvested optlons in stock option exchange (see Note 19)

3 2
(33) (14)
48 —

Pro forma °

$(4,299) $ (254) $(2,}

Loss per common shares; basic and diluted:

$1447)  $(082)  $ (8

As reported i

Pro forma

$1432)  $(086)  $ (8

The fair value of each option granted is estimated on the
date of grant using the Black-Scholes option-pricing model. The
following weighted average assumptlons were used for g-rants
during the years ended December 31, 2004, 2003 and 2002,
respectively: risk-free interest rates of 3.3%, 3.0%; and 3.6%;
expected volatility of 92.4%, 93.6% and 64.2%; and expected
lives of 4.6 years, 4.5 years and 4.3 yedrs, respectively. The
valuatxons assume no dwxdends are paid.

Unfavorahle Contracts and Other Settlements

The Company récognized $5 million of benefit for the year
ended December 31, 2004 related to changes in estimated legal
reserves established as part of previous business combinations,
which, based on an evaluation of current facts and circum-
stances, are no longer required. -

The Company recognized $72 million of benefit for the
year ended December 31, 2003 -as a result of the settlement of
estimated liabilities recorded in connection with prior business
combinations. The majority of this benefit (approximately
$52 million) is due to the renegotiation of a major programming
contract, for which a liability had been recorded for the above
market portion of the agreement in conjunction with the Falcon

acquisition in 1999 and the Bresnan acquisition in 2000. The
remaining benefit relates to the reversal of previously recorded
liabilities, which are no longer required. '

Income Taxes

The Company recognizes deferred tax assets and liabilities for
temporary differences between the financial reporting basis and
the tax basis of the Company’s assets and liabilities and
expected benefits of utilizing net operating loss carryforwards.
The impact on deferred taxes of changes in tax rates and tax
law, if any, applied to the years during which temporary
differences are expected to be settled, are reflected in the
consolidated financial statements in the period of enactment (se
Note 21).

Minority Interest

Minority interest on the consolidated balance sheets represents
the portion of members’ equity of Charter Holdco not owned
by Charter, plus preferred membership interests in an indirect
subsidiary of Charter held by Mr. Paul G. Allen. Minority
interest totaled $648 million and $689 million as of Decem-
ber 31, 2004 and 2003, respectively, on the accompanying
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. onsolidatéd balance sheets. Gains or losses arising.from. '
Fwssuances by:Chartér Holdco-oftits:membership units are-:- .. .

.éhareholders’ equity- and decreasing :or ineréasing :minority - :
shtereston the consolidated: balance sheets. These. losses totaled !
§ $0-$1 million and $1 million' for the years ended December 31, .
19004;:2003 and 2002; respectively, on*the acconipanying; ...’/
izonsolidated: statements:of changes- in: shareliolders™ equity. s+
Operatmg Hosses are allocatedito the minority. owners: based on .
“theif-ownership percentage, thereby reducing the- Companysrnet
‘lOS fiin - vaee AN : I N I S p I
jvo - Reported .losses allocated to- minority interést-on the
“statement-0f opérations are limited to- the extent:of any . :
Z‘r'eméjning. minority interest on the balance sheet related:to. :
 Gharter: HoldcorBecause. minerity interest in Charter: Holdco - :
ias:substdiitially. eliminated at December 31, 2003; :beginning. in
: 9004; Charter: began to absorb' substantially‘ all future losses 5

Lnss per, Common Share T -
i .per-common share is computed by drvrdmg the net

E loss“applicable to,.common stock by 300,291,877 shares e
: 294 597,519 shares and 294,440,261 shares for the years ended
EDecernber-31,2004;;2003 and 2002rrepresentmg the: wetghted—

AS, No 131 Dudomre about Segmmtr of arz Eﬂtetpme ‘and '
la szormatzon establrshed standards for reporting i mforma- ‘
n about operating segments in annual financial statements and
. nte nm financial reports issued to shareholders, Operatlng
-gmen are deﬁned as components of an enterprlse about e
ue arate ﬁnancral mformatron 1s available that is evaluated
a regular basrs by the chref operatmg decrsron maker or
SE01810 J!I‘I}E!].l«;mg group, in demdlng how; to allocate resources to
l-rndmdual segment . and in assessing. performance of the
The Companys operatrons are managed on the basrs of
-»Ographlc dmsronal operating segments The Company has
~valuated the cr;tena for aggregation of the geographrc operat— ,
"“g,ﬁegx[nents under paragraph 17. of SFAS No. 131 and beheves
¥ meets each ¢ of the respectlve cntena set, forth The Company

de}gglers, su'mlar products and servrces w1th1n each of its

vors

10

‘‘‘‘‘

éeorded as:capital transactions. thereby increasing or. decreasing; .

service area utilizes similar means for delivering the:pfogram-
ming of the’ Company s services; have similarity, in the type or
class of ‘customer receiving the products and services; distributes
the Company'’s services over a umﬁed network: and operates
within a consistent regulatory environment. In addition, each of
the geograpluc divisional operating segments has similar eco-
nomic characteristics. In light of the Company’s similar services;;
means for delivery, similarity in type of customers, the use'of a

unified network and other considérations across its geographic
divisionial operating structure, management has determined that

the Company has:one reportable segment, broadband services. .,

4. ACQUISITIONS -

On February 28, 2002, CC Systems LLC a subsrdrary of the o
Company, and Htgh Speed Access Corp (“HSA?) closed the )
Company’s acquisition from HSA of the contracts'and associ-
dted assetsi“and assumed related liabilities, that served certain of
the Compiny’s high-speed data customers. At closing, the..
Company pald approximately $78 rilliori in‘cash ‘and delrvered
37 000 shares of HSAs Series D convertrble preferred stock and

,,,,,

Company The purchase price has been allocated to assets

,acquired and liabilities assumed based on fair values, including

approxrmately $8 million assigned to intangible assets and
amortrzed over an average useful life of three years and
approxlrnately $52 million’ assrgned to goodwrll Durmg the
perlod from 1997 to 2000 certain. subsrdranes of the Company ‘
entered into Intemet access related servrce agreements with
HSA, and both Vulcan Ventures and certarn of the Company s
subsrdranes made equrty 1nvestments in HSA (see Note 22 for )
additional mformatron) ’ ) ‘ '
In April 2002, Interlink Commumcatrons Partners LLC,
Rifkin Acqmsrtron Partners LLC and Charter Communrcatlons
Entertainment I, LLC, each an indirect, wholly—owned subsrdl-
ary of Charter Holdings, completed the purchase of certain
assets of Enstar Income Program II-2;.L.B,, Enstar Income .
Program 1V-3,.L.P., Enstar Income/Growth Program er-A LP,
Enstar Cable of Macoupin Countyand Enstar IV/PBD Systems
Venture] serving approximately 21,600 (unaudited) customers, -
for a-total ‘cash ‘puichase price of $48 million. In Septetnber’
2002, Charter Communications Entertainment I, LLC ‘purchased
all ‘of Enstar Incomie Program II-1, L.P.’s Illinois cable systems,
serving-approxiriiately-6,400 (unaudited) customers, for a cash::
purchase-price of $15 million. Enstar Communications Corpota-
tion; a-direct subsidiary of Charter Holdco; is 2 general partner
of the Enstar liritited partnerships but does not exercise control

over theém. The’purchase prices were allocated to assets

acquiréd-based on fair values, including $41 million assigned to -
franchisés and $4 million "assigned to other mtangrble assets' -
amortizéd over a usefiil life of three-yeirs. o

The 2002 acquisitionis were fundéd ‘primarily from borrow-
ings under the credit facilities of the Company’s subsidiaries.
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5. ALLOWANGCE:FOR DOUBTFUL ACCOUNTS - ur.. . - 0.

Actrvrty in the ‘allowance for doubtﬁll accounts lS summanzed as
follows for the years presented

oo e SYearEnded December 31,
“ . : 2004 .. 2003 .. . 2002
IR 2 A Bt

Balance, begmnmg of year

'§ 133

Charged-to expense: > N e 9200790 108
Uncollected balances .written oﬁ" net of B e L i

recoveries, | e ‘ 84 (/1) - (122)

Ti$15 - $17 8 19

Balafice, ‘end of year™

6. PROPERTY, PLANT AND EQUIPMENT

Property, plant and equ1pment con31sts of the followmg as of vﬂ’
December 31 2004 and 2003 ' :

G et e 20

Cable dzstrxbu’uon systems i T 6,596 - - $ 6,347
Customer equipment.and mstallatlons . 3,900 3 160
Vehlcles and. equipment, S 433f 430
Bulldmgs and leasehold unprovements T 518 583
Fumxture and fixtures” "’ ' e :":“493"' 444

v T e 10,964
Less: accumulated‘depre‘ciation el (BN -(3,950)

S e R '§ 6,280 $ '7014

"The Company penodlcally evaluates the estunated useﬁrl
lives used to deprec1ate its assets and the estrmated amount of
assets that will be abandoned or have mlmmal use in the ﬁlture
A srgmﬁcant change in assumptrons about the extent or trmlng
of future asset rettrements orin the Company s use of new .
technology and upgrade prog'rams could matenall ”aﬂ'ect future
depreciation expense. o

Deprecratron expense for the years ended December 31
2004, 2003 and 2002 was $l 5. bxlhon $1 5 bllllOn and ‘
$1.4 brlhon respectlvely

[

1. FRANCHISES Anp GUUDWILI.

On _Ianuary 1 12002, the Company adopted Statement of v .
Financial Accountmg‘;Sta_.ndards (“SFAS”). No. 142, whlch”(, B
eliminatgs. the amortization of:indefinite-lived intangible assets. .
Accordingly, beginning January 1, 2002, all franchises:that . <«
qualify. for indefinite-life treatment under. SFAS No. 142 .are no
longer amortized against earnings but instead, are: tested for ‘-
impairment annually based on valuations, or more frequently as:
warranted by events or.changes.in circumstances. Based on the,;
guidance prescribed in Emerging Jssues Task Force (“EITF2); -
Issue No. 02-7, Unit of Accounting, Jor Testing- of Impasrment of -
Indefinite-Lived Intangible; Assets; franchises arg; aggregated:into .
essentially. inseparable- asset groups .to. ¢cénduct: the valudtions.
The asset groyps generally represent geographic c_lustenng_of
the-Company’s cable systems into-groups, by which:such -
systems, are managed. Management believes such.grouping
represents the highest and best use of those assets.

The Company’s valuations, which are based on ‘the present
value of projectedafter tax cash flows, result in a value of ...
property, plant:and' equipment, franchises, customer:relationships
and its total ‘entity value. The-value of goodwill'is the diﬁer’encé‘
betiveen the:total entity walue. and amounts ass1gned to the:r:
other assets..: . ;. v W T Y

Franchlses, for. valuation purposes; are deﬁned as the future.
economic: benefits: of: the right to solicit ‘and service: potential-
customers. (customer marketing riglits), and the right:to d‘eploy‘fl
and:market new: services:such as interactivity and:telephonyito
the potential customers (service marketing rights). Fair value is...
determined based on estimated discounted. future cash:flows
using assumptions consistent with internal forecasts: The: -+
franchise after-tax cash flow: is calculated as the after-tax -cash s
flow. genérated by the potential customers. obtained’and: the new
servicesiadded t6 thdse customers in fature periods::The sum of
the present value'of the franchises’ after-tax cash-flow in years:{.
through:10 and-the «coritinuing -value of the after-tax ‘cash flow- i
beyond year 10 yields the fair value of the franchise. Prior to the
adoption of EITF Topic D-108, Use of the Residual Method to
Value Acquired Assets Other than Goodwill, discusséd below, the #
Company follbwed a residual method of valuing'its franchise = <t
assets, which had the effect of mcludmg goodWLll w1th the e
franchiise 2ssets. : IR ”5

“Theé Company follows the guldance of EITF Isshe 02 17,
Recognition-of Customier-Relationship-Intangible Asséts Acjiiared: i a
Busirigss Combiniation, in viluing: customer relatibnsl’up’sv “Custbrngr
relatlonshlps *for valuation] purposes represent the vllie of tHe"
basiness felanonshlp ‘with” ex1st1ng custotriers ‘and aré: calculated
by projecting future aftef-tax cdsh flows from thesé custoriiers
mcludmg the right to ‘deploy and matket additional séivices '
such a¥ mteractlvrty and telephony to these customers The

the custormer relatlonshlps. Substannally all dequisitions occurred
prior to January 1, 2002. The Company did not record any-+ -

value associated with the customer relationship intangibles
related to those acquisitions. For acquisitions subsequent fo " _‘
January 1, “2002"the Company did assign a value to the customer
relatlonshlp 1ntang1ble whrch is amomzed over its estlmated
useful 1ifé. * ;

In Septernber 2004 the SEC’staff issued Topic D-108""
which’ requires the direct méthdd of separately valumg a2
1ntang1ble dssets and does tiot pérmit goodwnll to be’ mcluded m
franchise” assets The Company performed an impairment™"
assessment as of September 30, 2004, and- adopted Top1c D 108
in that asséssment resulting in a total franchise unpamnent of !
approximately $3 .3 billion. The Company recorded a cumulatlve
effect of accountmg change of $765 million (apprornmately
$875 million’ before tax &ects of $91° mllhon and minonty
interest eﬂ’ects of $19 mill n) for- the year ended December 31, ’
2004 representmg thié portron of the Companys total ﬁ'anchlse
1mpamnent attnbutable to no-longer’ mcludmg goodw111 w1th
franchise assets. The ‘effect of the adoptron was to' increase net
loss 4nd'losé per Share by $765 million and $2.35 for the year -

y
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nded December-31, 2004. The remaining $2.4 billion of the
al-franchise impairment was attributable to the use of lower
jected growth rates and the resulting revised estimates of
‘cash flows in the Company’s valuation, and was recorded
a5 impairment of franchises in the Company.’s_dccompanying« A
" solidated statements of operations for the year‘ended ..
December 31, 2004. Sustained analog video customer losses by, .
ithe Company in the third quarter of 2004 primarily as a result
e Yo SN
fof increased competition from direct broadcast satellite providers
%ifd decreased growth rates in'the Company’s high-speed data -
igiistomers in the third quarter of 2004, in part, as a result-of - .
A ed competition from digital subscriber line service, provid-

ers led to the lower projected growth rates and’thie revised -
estimates of future cash flows from those used at October 1,
2003 T S
The valuation completed at October 1, 2003 showed"”
franchise values in excess of book value and thus resulted in no
impairment.. The Company’s annual impairment assessment as
of October 1, 2002, Based on revised estimates from January 1,
2002 of future cash flows and projected long-term: growth;rates
in the Company’s valuation, led to the recognition ofa |
$4.6 billion impairment charge in the fourth quarter of 2002. .
As of December 31, 2004 and 2003, indefinite-lived-and. _

finite-lived intangible assets are presénted in the followiﬂg"‘t;;p]e:

" B 6oy ' K T o L - -December 31,
oo o 008 L P 00
. " Gross & " Net Gross+ 7 B g
d s : Carrying  Accumulated  Carrying Camying  Accumlated ., Canying
AR VI TR S v Amount Amertization Amount . Amount _‘A‘m_o'rtizatign .- Amount
;- definite-lived intangible assets: .. e g N , P

wEranchises with indefinite lives - .. . Lo $9,845 $— 39845  $13.606 .. S - $13,606
oodwill . L 4 Lot— - 52 52 — w0 52
e $9,897 $— $9897  $13,658 i $=  §13,658

;ihite-lived intangible, assets: T T o o b ‘ 'J_ ,',L
, Franchises with finite lives, . .. $ . $4 § 33 $ 107 833§V 74

¥ For the year ehded’ Decériiber 31, 2004, the net caitying
motinit”of indefinite-lived irifangible assets wwas réduced by
490 million'as a tesult of the'sale’ of cablé systerms) primarily
ale‘to- Alantic Broadband Fifiance; LLC, discussed in |

vote'2! Additionally, in the first and ‘fouéh"’quartéfs of 2004, "
roximately $29 iillion and $8 ‘million, ‘respectively, of ¢ -
ichises that wéré Previously classified ‘as’ finité-livéd: were ~
Wlassified to indéfisiite-lived, based Sf-the Company’s renewal -
#these franchise assets in 2003 and 2004; Franchise anfortiza- -
on expense for-the yeais'ended December 31, 2004, 2003 and -
902 was'$4 million, $9 millioh and-$9 ‘million; respectively, -

iich represerits ‘the amortization relating'to franchises that did

@
1
oL

ot qualify for indefinite-life treatment under SFAS No. 142,
luding st hssociated with franchise renewals. The Coin-
any expects ‘that amortiztion® expense on'franchise assets will-
& dpproximately $3 millioni"annually for éach’of the next five
<af$ Adtiial amottization expefise in future periods could differ
om these ‘estimates as a'résult of new infdngible asset ‘
Squisitions or divestitures, changes in useful lives and ‘other
Gevaitfictors. ¢
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My

Accounts payable and avxccruedﬂ expenses coiisist’ of the following
as of Decemiber 31,2004 and 2003: S e

) i3

Accounts payable — trade
Accrued capital expenditures
Accrued expenses: 4y
Interest - ‘
* Programming costs _-
Franchise related fees
State sales tax

Other 8.+ 288
- $1286
VX
ER
T
I
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9. LONG-TERM.DEBT: . .. .-

'
sy

Long- tetin debt consists of the followmg as ‘of December 31

2004 and 2003: . o

N AN S

LAY

[ TRt T RIS LR P ah 2004 L0 e 712003
; . Face % .-Accreted . <. Face<n: ' Accreted
e et e . Value . Value ;o Value .. ~Value

Long:Term Debt. ' - . © .
Charter Commumcatlons, o

e e ald-

Inc e R I 5 ; B D

5.75% convertible senior ‘¢ -7 BN SRR X
‘/notes due 2005, . .+ - $. — . $ . —

4.750%..convertible .
__seriior notes due 2006 © 156 156
A 5 875% convertible

" senior notes due 2009 ., 863 834

Charter Holdmgsr

" 8:250% sénior. fiotes dile BESE S

2007 451 451
"1:8.625% senior notes due o A 4 :
S0.2009 . 1,244
:9. 920% senior drscount
notes due 2011~
- 10.000% senior notes. vy “
L due 2009 - - e §40-- - 540
* 10.250% senior notes -, 3., SR SRR
_due 2010 '
11 730%, seriior: drscou.nt
" notes due 2010 -
10.750% senior notes

1,108 1,108

due 2009 ’ 874" 874 -

11 125% senior notes ~

" due 3011 500 500 -

#%13.500%-senior discount

notes due 2011 675 589

nior notes due

+79,625%

Vit 2009% : 840 638

+*% 10.000%?senior notes

£ due 2011 . : 710 108
2%11.750% senior discount

%% inotes due 2011 ) 939 803
“"17125% senior discount ~ T 7T

notes due 2012 330 259

CCH I, LLC:
10.250% senior. notes
due 2010

CCO Holdings, LLC:
8%:% senior notes.due
2013 500 500
Senior floating notes due .
2010 : 550 550

Charter Operating:
8% senior second-lien
notes due 2012
8%%% senior second-lien

notes due 2014 400 400

1,601 1,601

1,100 1,100

Renaissance Media Group -
LLC:
10.000% senior discount

notes due 2008 114 e

708618,

1243

Cat

448 )

;$ " ’6,1,8

156 156
451 450
1244 1242
1108 1082
640+ - 640
318 aid
L850 400
874 873
500 'usoo
© 675 517
640 . ‘638
10+ 708
w9
330 231
1,601 1,601
500 500
114 116

2004 2003
Face ‘Accreted Face Acérete'd
: : Value Valug - Vaiue “ Vaie
CC'V Holdings, LLC: L a

11.875% senior ‘discount - S g A
notes'due 2008 - . i+ ot 113 COM3 s 11300113
Credlt Facilities R ‘ , A r
Charter Operatmg l _5‘,.'55_1‘5 L 5,515 4459 J ‘ ’.,'4.'459
CC VI Operatmg N . . 868' sy 1868
Falcon.Cable - L N crm 856 ..;856
CC VI Operating U 1044 Y L044
$ 19791 § 19464 $19.208  $18,647

The accreted values presented above represents the face
value of the notes less the original issue discount at the time of

sale plus the accretion to the balance.sheet date.:

PO R HD

On November 22, 2004, the Company-issued $862.5° mrlhon
original principal amount of 5.875% convertible senior notes due
2009, which are convertible into shares of Charter’s Class A
common stock, par value $.001 per share, at a rate of'

-413.2231-shares-per $1,000.principal aniount ‘of notes (or

[T

approxxmately $2.42 per share), subject to adjustment in certain
mrcumstances On December 23, 2004, the Company. used a
portion, of the proceeds from the sale of the notes to. redeem all_
of its outstandmg 5.75% convertlble senior notes due 2005 (total
principal .amount of $588 mrlhon) The redemptlon resulted i ina

loss on- extmguxshment of: debt of $10 million.

. x"

In April 2004, Charter’s indirect. subsrdlanes Charter

Operaung and Charter Commumcatrons Operatmg Caprtal

oy

Corp,, sold $1.5. brlhon of senior second lien notes in a,private .
transaction. Addrtronally, Charter Operatrng amended and ,
restated its $5.1 billion credit facilities, among other things, to
defer ‘maturities and increase avallablhty under those facilities; to
apprommately«$6 5 billion, copsisting.of a $1 5 bdhon six-year, .
revolving credit facrhty a $2.0 billion six-year term loan fac.‘h‘t}-" ;
and a $3. 0 billion seven-year term loan facility. Charter ) '
Operating. used the addltlonal borrowmgs under the amended
and restated credit facilities, together with proceeds from the
sale of the, Charter .Operating senior second-lien potes to..
refinance the credit facilities of its subsidiaries, CC Vi Operatmg
Company, LLC (“CC VI Operatmg”) Falcon Cable Communi-
cations, LLC (“Falcon Cable”), and CC VIHI Operating, LLC
(“CC VHI Operating”), all in concurrent transactions. In addi-
tion, Charter Operating was substituted as the lender in place of
the banks under those subsidiaries’ credit facilities. These
transactions resulted in losses on extinguishment of debt of

$21 million.

The Company recognized a loss of approximately $23 mil-
lion recorded as loss on debt to equity conversion on the
accompanying consolidated statement of operations for the year
ended December 31, 2004 from privately negotiated exchanges
of a total of $30 million principal amount of Charter’s
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5.75% convertible senior notes for shares of Charter Class A -
comrion stock:; The exchanges fesulted in the-issuance of more*
shares:in:thé ‘exchange transaction than would have been
issuableunder the ‘original terms-of the convertible senior: notes.
In:September:2003, Charter, €harter:Holdings-and their -1
indirect: subsidiary, GCH II' purchased;: in ‘a.non-monetary
transaction, :axtotal ‘of approximately. $609:million priricipal .-
amount: of.Charter’s outstanding-convertible ‘senior“hotes and -
approximately- $1:3 billion ‘principal:amount of thee'senior notes -
and senior-discount notes issued by Charter Holdings: from. -
institutional investors in a small number of privately:negotiated .
transactions. As consideration for these securities, CCH II issued
approxrmately $1.6billion ‘principal amount ‘of 10:25% notes diie
2010, and reahzed apprommately $294 mrllron of debt drscounﬁ
of 10:25% notesfor-an equxvalent amount of cash afid ued the
proceeds for’ transaction costs arid for general corporate pur-
poses«Thrs transaction’ re§ulted in a‘gain"oh extmgurshment of -~
debt of $267 million for the’ year endéd December 31,2003. See

drscussron of the CCH II notes’ below for more detarls it
rzf EEIE TR e L

5 75% Charter Corrverz‘zble Not&r In October and November 2000
Charter issued:5.75% convertible senior notes. with-a total . -
principal dmount at- maturity of $750-millionz The 5.75%: Charter
convertible notes were convertible at the option.of.the holder :*:
into shares of.Class: A commonsstock:at"a’donversion rate of
46.3822 shares per:$1,000. principal amiount of notes, which was.
equivalént tora price of $21:56 per:share,:subject t& certain’t: <.
adjustments: Thecremaininig $588 million 'of these notes.was
redeemed on-December 23,:2004-atra price of. 101:15%. of the
outstanding principal amount. plus accrued and unpaid interest :
through the ‘redemptron date ; TR T

4 75% Cﬁarter Corzvm‘zéle Notes In May 2001 Charter rssued
4.75% gonvertible.senior notes with:a total. prmcrpal amount, at:-
maturity- of $633. million. Asof December 31, 2004, there was- .-
$156. million. in total principal. amount .of these, notes.outstand- -
ing.-The 4.75%_ ‘Charter convertible mnotes rank: equa.lly with any.
of Charters: ﬁlture unsubordinated;and unsecured:indebtedness, .
butzare structurally subordmated to. all existing:and future . ;.-
indebtedness and other habrhtl__es;_of Charter's,subsidiaries. s

- The 4.75% Charter;convertible-notes.are conyertible.at’ the
optron of the holder into shares of. Class A common stock,at a:
conversion rate-of 38.0952. shares per:$1,000. principal amount of
notes; which is equivalent to-a,price of $26:25. per share, subject;
to’ certain adjustments. Specifically, the adjustments.include: anti-,
dilutive;provisions, which automatically occur.based:on the. .
occurrence of specified events:to, provide protection rights to.,:
holders of the-notes. Additionally, Charter- may. adjust the:"
conversion ratio, under certain circumstances. when, deemed
appropriate. These notes:are redeemable at Charter’s - optlon at
amounts decreasing from 101.9% to, 100% of the principal, -
amount, plus-accrued and unpaid interest beginning on June 4,
2004, to the date of redemption. Interest is payable semiannually

on December 1-and June 1, begmmng December 1, 2001 until
maturity on June 1,-2006. . v CoHL .
:Upon a change of control, subject to’ certam condmons and
restrictions, Chartef mdy be required to repurchase the notes, in
whole or in part, at 100% of their prmcrpal amount plus accrued
interest at the- repurchase date. . ‘
i T PR
5.82'5,.%‘ C/z_arter _C'qnpertz'éle-Notar. In November 2004, Charter ;.
issued 5.875% convertible senior notes due 2009 with a total -, :
original principal amount of $862.5: million. The 5.875% Charter
convertible.notes are convertible at any. time at the option of... ,
the holder into shares of Class A- common-stock at an initial ., .
conversion rate of 4132231 shares per. $1,000.principal amount -,
of notes,swhich is.equivalent to a-conversion price of approxi-.

mately $2.42 per share, subject to certain adjustments. Specifi- -, a

cally, the adjustments include anti-dilutive.provisions, which, ..
cause adjustments to occur automatically based on the: occur-
rence:of specified .events to provide protection:rights to helders
of the-notes.. The conversion, rate may .also be increased-(but not
to-exceed 462-shares per:$1,000, principal amount of notes) ., -
upon a-specified change. of control transaction. Additipnally; '
Charter may‘elect to increase the .conversion rate under certain'
circumstances' when. deemed -appropriate .and subject to -applica-
ble limitations of the NASDAQ stock market- Holders who .. .-
convert their notes: prior to-November 16,-2007 will-receive an...
early conversion make whole amount in-respect:of their notes .-
based on-a proportional share;of the: portfolto of pledged:. .~ ...
securities described-:below, with: specified adjustments. .+ w0
- The 5.875%-Charter, convertible .notes arefunsecured -+ .
(except with respect to the. collateral as. described below), and ;-
rank eéqually with existing and._ﬁrtgre- unsubordinated and .::, .
unsecured- indebtedness '(except with respectto.-the collateral. ...
described below), but :are,s_tructurally subordinated to all existing

- and future indebtedness and other liabilities of Charter’s;subsidi-

aries. Upon:a, change oficontrol and certain other, fundamental
changes; subject to certain -conditions and restrictions; Charter:.;
may-be required to repurchase the:dotes, in whole or'in, part, at.
100% of their principal ameunt plus;accrued: interest at the ;
repurchase date: ;, = B S e T
Interest vaayable sem1~annually in; arrears. Charter Holdco
used a portion.of the proceeds from the sale of the notes 0.,
purchase a portfolio of U.S..government: securities in-an amount
which the Company.believes will be sufficient to make.the first -
six interest payments on the notes. These government. securities
were pledged:to the Company as security for-a mirror note -, .
issued by Charter Holdco to Charter (as. discussed below) :and,
pledged to-the trustee under the indenture governing the notes
as security for. the Company’s obligations thereunder. The .
Company expects: to use such. securities to fund the first six;
interest payments under the notes. The pledged securities - ;i ..,
totaled- $144 million at December 31, 2004,- Any holder.that
converts its notes prior, to the third anniversary of the-issue. date
will be entrtled to receive, in addition to the requisite. number, of
shares upon conversion, an interest make whole payment equal
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to the-cash proceeds-from the sale.by the .trustee 'of that portion
of the remaining pledged U.S. government securities which - ...
secure interest, payments ‘on-the notes so converted; subjectito
certain limitations ‘with respect to.notes that have not.been sold
prior to being registered under the Securities Act of 1933. =/ -
Following the earlier of the sale of the notes-pursuant to an
effective registration statement or the date two years following
the issiie-date, the notes it whole or in"part may be redeemed:-.
for casti‘at any time-at a:‘redemptioh price équal:to 100% of the
aggregate principal amount pliss accrued 4nd unpaid-interest,
defefred interest: and liquidated’ damages, if any, but ‘only:if for -
any 20 trading days in‘any 30 consecutive trading day ‘period'~
the closing price has exceeded:180% of ‘the conversion price, if
such 30 trading-day period begins prio'to Noveniber 16, 2007
or 150% of -the ‘conversion price, if such 30 trading period "
begins thereafter. Holders whoconvert notes that the Company
has called for fedemptioni shall recéive, -in ‘addition t& the eaily- +
conversion make whole amount, if applicable, the present value -
of the-inferest on the notes converted- thiat would have been ™ '
payable-for the petiod from the laterof Noveriber 17, 2007 ‘a’n'd
the redemption-date’ through thé scheduled’ matunty date for
the tiotes; plus ahy accriued"deferred interest. “=i: =
-~ The Company isirequiréd- to register the:5.875%-. Charter i
convertlble notes’ by April 21, 2005. If the'5.875% Charter .-
convertible notes 416 not. registered: by such date; the: Company
will-ineur liquidating damages a§ defined in the related - :
indentufe: In conjunction with ‘issuing the 5.875% Charter R
convertible-notes; the Company:filed'a registration statement to+
sell up to 150 million shares-of’thie Company’s' Class'A common
stock pursuant toi sharedendingidgreement’ The share lending
agreement is réquired to be registered by ‘April 15 2005. Ifithe
sharé lending agreement is: riot registered by such date, the
Company-will inciir l1qu1datmg damages s deﬁned in the
related indenture, i e Tl o
-+In- éonnection’ with’ our November 2004 sale-of'the - 7
$862:5 million principal amount of 5.875% conveitible senior. - -
notes ‘due 2009 Charter Holdco ‘isstied to Charter mirror notés -
in identical prin¢ipal dmourt in excharige for the ‘proceeds from’
its offering. Charter Holdco then purchased and pledged cettdin
U.S. goverfiment securities: to Chiiter as sectirity for the mirror
notes (which were in-turn repledged'by Charter to'thé trustee =~
for the benefit of holders'of Charter’s 5.875% céonvertible seriior
notes and which Charteréxpects to use to’fund the first $iK™"
interest payments on the notes),'and agreed to lend ‘common =
units to’Chartef, the terms of which will; te the extent - 1 -
practicable, fnirrot the'terms of the shares: Charter Holdeo also
redegrmed-the remaining $588 million:piiticipal-amount ‘of the -
mirror iotes in respect of our:5.75% convertible senior ridtes
due 2005 concurreitly’ with- its December 23,2004 redemptlon ;
of its 5:75% convertible’sénior fictes.” e
In“addition, ‘in December-2004, Charter Holdco ‘entered -
inito' a“unit lénding agreement with' Charter iniwhich it- agreed’ '
to lénd' comifon. units'to Charter-that would mirror the ' -
anticipated loan of Class-A comiinon shares by Charter to

Citigroup: Global Markets-pursuant to a share-lending-agree+= "
ment. The members of Charter.Holdco (including the entities -
controlled. by Mr. Allen) also; atrthat. time .erltered:«into a letter '
agreement- providing; -among other-things,that-for purposeés;of
the allocation -provisions of thé Limited Lidbility Company.
Agreement-of Gharter:Holdcoy-the: mitror ‘units: be. treated-as.:.»
disregarded:and-ndti outstanding until :such time:(and except to:.

. the extent).that, undercCharter’s shire. lending.agreement;...- -

Charter treats the loaned:shares:inma mannér that assumeSr.they;;:
will neither:be.returned by Charter by the borrowef'nor:-w: 1
otherwxse be- acqtured by Charteriin. lieu of such-a: return e

- - e B S L o ‘
Marr/z 1999 Cﬁan‘er Hola’mgs Natex} The March 1999 Cha:tex; ’
Holdings notes are general unsecured obligations.of Charter i .
Holdings.and, Charter Communications Capital Corporation ;
(“Charter, Capital”). The March 1999 8.250% Charter Holdings -
notes mature on-April 1, 2007, and as,pf Deoember 31, 2004, ,
there was $451 million. in; total principal.amount. outstandmg The
March ;1999 8.625% Charter Holdings notes mature.on, April 1,
2009 and as of December 31, 2004, there was:$1.2. billion jn. total
principal amount outstanding. The March 1999 9.920% Charter
Holdings inotes matureion April 1,:2014 dnd as of December:31,%.
2004, the total piincipal:amount outstanding and accreted value:.

‘was $1:1billion. Cash. interest-on the:March  1999.9.920% .Charter

Holdings: notes. began;to-accrue:on April 1, 2004. . sl g,
tThe March <1999 :Charter Holdings notes are seruor,debt'
obligations of Charter Holdings arid- Gharter,Capital:«They ranks.:
equally :withall:other! currentiand future ‘linsubordinated obligations
of Charter:Heoldings"and -Charter. €apital: They.are: structurally (-
subordinated to the:obligations. of Charfer Holdings' ;subsidiaries,’; --
including the: CCH 11 notes, the CGO; Holdings netes, the . .
Renaissance notes, the CC V Holdings notes; the.Charter.
Operating credit facilities and the Charter Operating .notes.
Chater ‘Holdings"and ‘Chatter Capital willthot -havé thew
right torédeém: the March 1999:8.250% Charter Holdmgs notes
prior to-their maturity on'April- 1,:2007.. O o after: April 1
2004; Charter Holdifgs and"Charter Capital ‘may redeem: some
or ali8f théiMarch 1999°8.625%+Chartér Holdings: notes>and .
the March- 1999 9:920% ‘Chatter Holdings riotes‘at any tiime, m ’
each casé;at a premium. The optional redemptiori- price: declines
to 100%-of thie prinéipal amountof Marcl1999:Charter':
Holdings notes‘redéemed, p{us dcciued ‘aiid: unpald mterest if

any, for rédémption” on orafter Aprit '1,'2007;° F e

“In‘the everit that a specified change ‘of - control ‘gvent’oceurs,
Charter Holdings afid" Charter’Gapxtal must-offer to repurchase
any thén’ olitstanding March 1999-Charter Holdings notes at
101%-of their pricipal anivurit-o8: accreted valiie',“as applicable
plus acciiied ‘and-utipaid:! mterest, ifeanyiv N

The iridentures’ governing the'Marehi 1999 Charter Hold—i g
ings notescoritaifiréstrictive covénants that limit cértain -
transaétions or activities by-Charter Holditigs and'its réstricted ™
subsidiaties. Substantially-all 6f Charter Holdings’ direct and =
indirect subsidiariés are ‘cuitently-restrictéd subsidiaries.: -+ -

PREE R ‘_p_’fiz,
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wdry.2000-Charter Holdings Notes. The January 2000. Charter .
ings’ notes are general unsecured obligations of Charter ¢
Hadings and ‘Charter Capital. The January: 2000 10.00% Charter
§i1dings. notes mature on-April 1, 2009, and as of December:31,
®04; there was; $640. million in total principal. amount of.these: .
s cutstanding. The January 2000 10:25% Charter Holdings
dsrmature on January 15, 2010 and"4s’ of December 31,2004,
was $318 million in total principal amount ef these notes
dihg. The Jaiuary 2000 11.75%- Charter Holdings notes' -
re on Jafivary 15,2010 #tid:as’of December 31, 2004; the -
rincipal‘amouint outstandmg wa5a$450 million and the- -
tal accreted vilueiof these notes was- approxmlately $448 mil~
Qﬂ« Cash mterest on the January 2000 A1 75% Charter Holdmgs

onis-of Charter Holdmgs and Charter Capltal They rank
y-with all ‘othei durrent-and: future  unsubordinated
Atons: of Chartér Holdirigs and Chartér Capital: They dre -

redeemed, plus accrued dnd- unpald intérest, 1f any, for'!
stion” on or after January 15; 2008, EEEREZIREE A
In‘the &vent that a specified’ change of control everit oceurs,
i-Holdings ‘and-Charter Capital must-offer‘to‘repurchase :
by then outstariding Jantiary-2000" Charter ‘Holdings n"otes’ 'at!’ :
101% of their totdl’ prlnmpal dinountior:acereted’ value» )
plicable, plis-accrued and unpaxdﬁmterest if anyiane

& indentiurés’ governing” the Jantiary-2000:Chiarter- Hold-
ngs notes contain subst ially: identical ‘events ‘of ‘default, - :
Lfiimative covenarits-and-figgative. coveriantsas those' contained:
v the indentures governing the March 1999 Charter Holdings
hotes.

anle s L
Fan EE

‘anuary 2001 Charter Holdings Notes. The January 2001 Charter
Holdings notes are general unsecured obligations of Charter::
Holdings and Charter Capital, The : January:2001-10.750%; .
Charter Holdings notes mature on QOctober 1, 2009, and asiof
D ecember 31,-2004; ithere was$874. million in total principal -
amount of these notes outstandmg Thejanuary 2001 11.125%
Charter Holdings hotes mature on January 15; 2011 and as of -
 December 31, 2004, there:was $500 million in.total principal .
'amount'outsta.ndmg The january 20015 13.500% Gharter Hold- .
ings: notes mature on January- 15, 2011 with aitotal principal -

amount at-maturity of $675 million.: As:of December 31; 2004,;
the total 4ccreted value of these 13.500% notes was approxi- -
mately $589.million. Cash.interest on the January-2001 13.500%
Charter- Holdmgs notes will not: accrue -prior. to January: 15,
2006. .. i

The ]anuary 2001 Charter Holdmgs notes are senior- debt
obligations of Charter Holdings and Charter Capital. They rank
equally; withiall other current and- fiture unsubordinated
obligations of Charter Holdings: 4nd Charter Capital. They are -
structurally subdrdinated to the obligations -of Charter Holdings’
subsidiaries{ ‘including the CCH Il:notes, the:CCO Holdings
notes, the Renaissance notes, the CC-V.Holdings notes;-the .
Charter Operatmg credit facxhtles and the Charter Operatmg::
notes.-. : g
Charter Holdmgs and Charter Capltal w111 not have the<
right ta.redeem the January:2001-10.750% Charter Holdings - "
notes prior. to their maturity date on Ogctober 1,:2009. On or .-
after- January 15, 2006, Charter Holdings and .Charter Capital
may: redeém some-or:all of the January 2001 11.125%.Charter
Holdings:notes:and the January 2001 13.500% Charter Holdings-
notes at ‘any. time, in each-case, at a: premium. The optional
redemption price declines to- 100% of the principal amount-of
the January 2001 Charter Holdings notes redeemed,. plus ™
accrued-and unpmd mterest, if any, for redemptlon on or after .

i
PRI o

: January 15, 2009...

- :Inithe-event. that a specrﬁedrchange of control event: oceurs,
Charter Holdings and Charter Capital must offer to repurchase
any then outstanding January 2001 Charter Holdings notes at
101%:0f their total principal amount ‘or ‘accieted value, ‘as
applicable! pliss accrued and' unpaid: interest, if any.

The indeéntires governing-the January 2001-Charter Hold-
ings notes ¢ortain substantially ideritical events-of-default; -
affirmative! covenahits and hegative covenants'as those contained
i thevindentures governing the: March 1999 and january 2000
Charter Holdmgs notes. © - '

May. 2001 Cﬁarz‘er Ho/a’mgs Notzs. The rMay 2001 Charter
Holdings. notes are genieral unsectifed -obligations of Charter
Holdings and Charter Capital: The May:2001 9.625% Charter .
Holdings:-notes mature on November:15, 2009, and as’of"’
Decembeft:31, 2004, combined with the January 2002 additional-
bond issue, there was $640-million in total:principal amount: -
outstanding: The May 2001 10.000% Charter Holdings notes
mature on May. 15, 2011:and a5 of December:31, 2004,
combined with the January. 2002 additional bond issue, there
was $710: million in total principal amount outstanding. The =
May 2001 11.750% Charter Holdings notes mature-on May 15, E
2011 and as of December 31, 2004, the total principal amount
outstanding was $939 million and the total accreted valie of the
11.750% notes was approximately $803 million. Cash .interest on
the May 2001 11.750% Charter Holdmgs notes will not accrue
prior to.May 15, 2006. S TR

«="The May 2001.Charter Holdings notes are senior.debt
obhgatlons of Charter Holdings and Charter Capital. They rank
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equally with all other current-and future unsubordinated .-
obligations.of Charter Holdings and:Charter Capital=They are :.
structurally’ subordinated to the obligations-ofCharter;Holdings’
subsidiaries, including the CCH II notes, the CCO Holdings .
notes, the Renaissance notes, the CC V Holdings notes, the
Charter Operating credit facrlmes and the Charter Operatmg
notes. T

Charter Holdmgs and Charter Capital wdl not have the
right to redeem: the May 2001:9.625% Charter: Holdings notes..
prior-to their maturity on November 15, 2009.-On or after 5
May 15,2006, Charter Holdings and Charter Capital may -
redeemsome or all of the May 2001-10.000% Charter Holdings
notes and the May.2001 11.750% Charter. Holdings: notes at-any
time, in each case, at a premium. The optional redemption price
declines to"100% of the principal amount-of the' May 2001 .
Charter Holdings notes redeeméd; plus-accrued and unpaid ..
interest, if any, for redemption: on or after May 15, 2009::: » .

I the event that a specified change of control event:occurs,
Charter Holdings and -Charter Capital must offer te repurchase
any then outstanding:May 2001 Charter Holdings notes.at 101%
of their total principal amount or accreted value as apphcable, '
plus:accrued and unpaid interést, if any: -

The indentures governing the May 2001 Charter Holdmgs
notes contain substantially-identical events of: default, aﬂirmatrve
covenants and negative covenants as those contained in the::
indentures governing the March: 1999, january 2000 and January
2001 Charter. Holdmgs notes. - ' kS mleisoga ol

January 2002 C/zarter Holdmgs Note.t The January 2002 Charter
Holdings notes- are general unsecured obligations of Charter. ..
Holdings and Charter Capital. :The January 2002, Charter . .
Holdings notes:consist of. $330 mllhon in total principal amount
at maturity of 12.125% senior. dlscount notes.due 2012.

“The January 2002 .12.125% senior discount notes mature on
January 15, 2012, and as of December 31, 2004,thetotal -
principal amount outstanding was $330 million and the total
accreted-value of these riotes was approximately '$259 million.
Cash. interest on the January:2002-12.125% Charter-Holdings’
notes will-not ‘acerue prior to Jaruary 15,2007 :

The January 2002 CHartei Holdings' notés-are senior. debt
obligations of ‘Charter Holdings and.Charter Capital. They rank
equally with the current and futurérunsecured and = . :
unsubordinated. debt of Charter Holdings. They aré st_ructurally
subordinated to the obligations.of Charter Holdings’ ‘subsidiaries,
including the CCH II notes, the €CCO. Holdings notes; the -
Renaissance notes, the CC.V Holdings notes, the Charter™- .
Opérating credit facilities and the Charter Operating notes.

+The Charter Holdings 12.125% senior .discount notes are
redeemable at the. option of the issuers at-amounts decreasing-
from 106.063% to 100% of accreted value. beginning: january 15,
2007 o e !

In the event that a spec1ﬁed change of control event occurs,
Chartet Holdings and Charter:Capital mustioffér to repurchase
any then .outstanding January 2002 Charter:Holdings notes.at’

notes..! .+ - SRR

101% of their- total principal amount or accreted value, as. - ~sh.
apphcable plus accrued and-unpaid interest, if any. AN

- The indentures governing the January 2002 Charter. Hold- i
ings notes contain substantially identical events of-default, -
affirmative covenants and negative covenants as those contairiédl
in the indentures’governing the March 1999"January 2000, ¢ .
January 2001 and May 2001- Charter Holdmgs notes. R

B R

CGH ¥/ Npter In September 2003 CCH I and CCHH Caprtal
Corp, jointly issued-$1.6 billion.total principal amount of - - .
10.25% senior.notes due;2010. The CCH.II notes are:genera_l_ o
unsecured obligations of CCH Il'and CCH.JI Capital‘COrp TR
They rank equally with all-other.current or future = ;"¢
unsubordinated obligations of; CCH II and CCH.II.Capital Corp
The . CCH II notes are;structurally. subordmated to.all, obliga- -
tions, of subsidiaries of ,CGH 1, including .the;CCQ Holdings:: ! «
notes, the Renaissance, notes, the, CC V Holdinjs inotes, the .., Rk
Charter-OQperating credit. facrhtres and:the Chaxter Operating.., - -
Lt [ECARF PRI 1

Interest onthe CCH H notes accrues at;10.25%-per.anpum
and is. payable semi-annually:in arrears on each March'15 and -
September -15, commencing on March- 15; 2004 L

At any time prior to September 15, 2006, the.i issuers of the
CCH I notes. may:redeem up -to 35% of the total prineipal’
amount;of the CCH II notes'on a pro rata basis at a redemption
price equal t0:110.25% of ;the-principal amount of CCH II notes.
redeemed; plusiany acerued and unpaid-interestz:  vpr ot -

On or after;:September 15,-2008; the issuers oﬁ the CCH"II
notes may redeem all oria part-of. the notes, at a redemption ;
price. that:declines ratably from the:initial redemption price of.,
105.125% to:a redemption .price.on or after September. 15,-2009 .
of 100.0%. of the principal amount of the CCH Il notes _ .. -
redeemed, plus, in each case, any accrued and unpaid interest.

-.-In the .ev,e,nt;:,offspeciﬁed;ehayn'ge of control events, CCH 11
must: offer.to purchase the outstanding CCH:II notes from.the
holders, at a purchase price equal to.101%; of. the total pnncrpal
amount of.the notes; plus any accryed and unpaJd interest.

The indenture:governingthe CCH I notes-contains . -; :
restrictive covehants that. limit.certain transactions or activitie§
by CCH. Il and its, restricted, subsidiaries.:Substantially all, of .
CCH.-1's direct and.indirect subsrdlarles are currently restncted -
subsidiaries. . - - T TR S

CCO Holdings Notes

8%4%-Seritor Notes due 2013 SO e
In Novembér 2003, CCO Holdmgs and"CCQ Holdings Capltal
Corp. jointly ‘issued $500. million total principal amount of’ ™
8%4 % senior notes due 2013./The:CCO Holdings notes are’:
general unsecured obligations'of CEO Holdings and CCO" V
Holdings Capital Corp. They rank equally with: all other currenit
or future unsubordinated -obligations of CCO ‘Holdings-and: =}
CCOHoldings:Capital Corp.' The CCO :Holdifigs notes-are =
structarally subordinated to-all obligations 'of €CO. Holdings' !
subsidiaries; including ‘the Renaissance notes, the CE V Hold-,;=:
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ings. notes, the Charter Operating credit-facilities'and the
- Charter Operatmg notes.

Interest on the CCO Holdings senior notes accrues at |
| 8%4% per year and is payable semi-annually in arrears on each-

. May 15 and November 15. LN

. At any, time prior to November 15, 2006 the issuers of the
»CCO Holdmgs senior, notes may redeem up to 35% of the total
principal amount of the CCO Holdings senior notes to the. -
| _extent of public equity proceeds they have received on a pro . .
 rata basis at a redemption price equal .to 108.75% of the oo
prmcrpal amount of CCO Holdings senior..notes redeemed, plus

oany accrued and unpaid interest. i~

3 On or after November 15, 2008 the.issuers of : the CCO
Holdmgs senior notes, may redeem all or a-part of the notes at a
redemptlon price “that declmes ratably from the mltlal redemp-'
-tionprice, of 104. 375% to.a redemptlon price on or after
I November, 15, 2011 of.100.0% of the principal amount of the
CCO Holdings senior notes redeemed plus, in each case, any ..
accrued and unpaid jnterest.. ,
2 In the event of spec1ﬁed change of control events CCO
3 vHoldmgs must offer_to. purchase the outstanding CCO Holdmgs
| 1$enior notes from the holders at a purchase price equal/jto._li()l%
of the total principal amount of the notes, plus any accrued and

LSRR

1 Sen r-onazmg Rate Notés Due 2010 R S
In'December 2004, CCO-Holdings and CCO Holdmgs Capltal

I Corp. jointly issued:$550 million total: pnnc1pal ainount- of senijor

ﬂoatmg rate notes due 2010.
vri'Interest on the CCO Holdings senior ﬂoatmg rate.notes.
“jecrues at the LIBOR rate plus 4.125% annually, from Decem- -

"‘-.'l)e'rbd-S, 2004 or, if interest already his been: paid, from the date .

" it was most recently paid. Interest is reset and payable quarterly.

““iftzarrears on each. March 15, June 15, September 15:and -~

. December 15, commencing on‘March 15, 2005. R

At any time prior to December-15,.2006, the issuers of the
“sériior. floating rate notes may redeem up to 35% of. the-notes:in

~“dn amount not:to exceed the amount of proceeds-of one or.

f ore.public equity offérings.at a redemption price equat to
100% of the principal amount,:plus a premium equal to the
lnterest rate per annum .applicable to the notes on-the date ;
notxce of redemption is given, plu§iaccrued and unpaid interest,
1f any, to the redemption date; provided that at least 65% of the-
Ofiginal aggregate principal amount of the notes' 1ssued remains

outstandmg after the redemption. : o

.t The issuérs of the senior floating rate notes may redeem
the notes in whole or'in part at the-issuers’ option.from -

"December 15, 2006 until December 14, 2007 for 102% of the - :

N rmc1pal amount, from December. 15, 2007 until December 14, .
2908 for. 101% of the principal amount and from and after
- December 15, 2008, at par,.in each case, plus accrued and-
1}npa.1d interest.

., The indentures governing the CCO I-Ioldmgs senior notes -

* contain restrictive covenants that limit certain transactions or

4

activities by CCO.Holdings and its. restricted subsidiaries. .
Substantially:all of CCO. Holdings’ direct and indirect subsidiar-
ies.are currently restncted subsidiaries. - :

C'/zafter O])erahng Notes On Aprrl 27, 2004 Charter Operatmg
and -Charter Communications Operatlng Capxtal Corp. jointly
issued $1.1 billion of 8% senior second-lien notes due 2012 and .
$400 million. of :8%/s% senior second-lien notes due 2014, for
total gross : proceeds of:$1.5 billion. Interest on the Charter
Operating. notes is-payable semizannually in arrears on each
April 30 and October 30, commencing on October 30, 2004
The Charter Operating notes were sold in a private .
transaction that was not subject to the registration requirements
of the Securities:Act-of 1933: The.Charter-Operating notes are -
not.expected’to have-the benefit of any exchange or other.. ..
registration:rights,. except in.spécified limited circamstances: On
the issue dite of the-Charter Operating notées, bécause of
restrictions-contained in:theCharter Holdings indentures, there
were no Chartei’ Opéefating noté:guarantees, even. though
Charter Operating’s. immediate parent,.CGO Holdings; and"
certain of thé*Compary’s subsidiaries:were obligors;and/or
guarantors under the:Charter Qperating. ¢redit facilities. Upon
the occurrence of the guarantee and pledge date (generally, the
fifth. business day aftér the Charter' Holdings leverage ratid is
certified to-be below-8:75 to-1.0);"CCO Holdings and those -
subsidiaries 'of Chirter*Opérating that -aré'then guarantors of; o'r'
otherwise-6bligors with respect to, indebtédness under the
Charter Operatiiig credit fadilities 4rid relatéd obligations will-be
required to guarantee'thé Charter O'p'é'ra’ting notés. The note
guarantee of each’ such guarantorlwrll be:™ ¢
e a sénior obllgatron of such ' guarantor
& structurally-séhior to:the outstinding senior notés of CCO
“Holdirigs ‘and*CCO" Holdings Capital Corp."(except in the
case of CCO Holdmgs loté" guarantee whichi‘raiks- equally
with-such’sefiior notes) 'the outstanding senior notes-of
CCH Tand CCH I Capital-Corp., the outstanding senior:
“notes and senior discourt hotes of Charter Holdings and ‘"
'theﬂ‘outsta_ri'ding','cc'inve"rtible' 'senior -riotes of 'Charter-(but %
subject to provisions in the Charter Operating'indenture
that permit interest and, subject to meeting. t the 42510 1.0
leverage ratio test pnncrpal payments to be made
thereon); and ' % 7 o

® senior in right of payment to any future subordinated
.indebtedness -of such guarantor. i :

As a result of the above leverage ratio test bemgmet, CcCco
Holdings and certain of its subsidiaries provided the additional

- guarantees described above during the first quarter of 2005..

All the subsidiaries of Charter Operating (except CCO NR
Sub, LLC and certam other sub51d1anes that are not. deemed
matenal and are desrgnated as nonrecourse sub51d1arres under
the Charter” Operatmg credit facdltles) aré restncted subsrdlarles
of Charter Operating under the Charter Operatmg notes.
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Unrestricted -subsidiaries ‘generally will not :bé’subjéct to the - -
restrictive covenants-in the Charter Operating indenture.

In the event of specified:change of control events, Charter .
Operating must offer to purchase the Charter Operating notes at
a purchasé pricé -equal to-101% of the total ‘principal amoiint of
the Charter. Operatinig - notes repurchased plus any accrued and
unpaid interest théréon.” = " G T

The-indentire’ govemmg ‘the Charter Operatmg senior v
notes contains restrictivé ¢ovenants that limit'cértain’ transac-
tions ot-activities by Charter'Opérdting and-its réstricted -
subsidiaries.’ Substantlally all'of'Chartér Operatinig’s direct and
mdu'ect subsrdranes are’ currently-rectrtcted substdtanes i

o i et J)F ‘;,\’,-'v‘“:‘ ¢
Rmamance Notes. In- connection w1th thié acquisition of
Renaissanee in April 1999; thé:Company:assumed $1634m_11hon '
principal amount-at maturity of 10.000% . senior.discount: notes; -
due 2008 of which $49.millionr wis repurchaseéd in May 1999:...
The Renaissance: notes' didinot require’the payment.of interest::
until April.15;:2003: From and after April 15, 2003;the!
Renaissance: notes bear iiterest; payable semi-annually, on April'
15 and October .15, commencing on' October:15; 2003 "“The -
Renaissance netes are due on Aprll 15;:2008.4 v e o g

.....

CC V Ho/dmg.r Noz‘es Cha.rter; Holdco acqurred CC V Holdmgs i
in November.1999.and: assumed CC.V Holdings’;outstanding . .,
11.875% senior; discount; notes due-2008; with an ‘accreted value
of $113;million as of, December 31 2003 Commencmg
December. 1,,2003, cash interest. omthe CC.¥ Holdings; -
11.875% notes-will be-payable semi-annually op;June Land
December 1 of each year: In; February. 2005, these.notes were .
called with an antrcrpated redemptlon date _pf Ma_rchh1,4 2005

4

High- Yield Restrictive. Covmam Limstation on, Indebtedness: The
indentures: governing the.notes- -of the Company’s,¢ subsrdtanes 5
contain certain’covenants that- restnct .the: ability;of Charter,
Holdmgs, Charter Capital, CCH II; CCH. I Capital: Corp., CCO
Holdings, CCO; Holdings Capital Corp.,; ‘Charter: Operatmg,
Charter-Communications Operating. Capital. Corp.,the CC.V
Holdings.notes issuers, Renissance Media Group,-and all .of
their restricted subsidiaries-to:.”. 5 ©; L :

o

‘e incir- addrtronal debt

© pay drvrdends on eqmty or repurchase equrty,

© make investments; . . . ..

o gell all or substantrally all of thetr assets or merge wrth or

into other compames,
ST RS

® selJ assets

© enter mto sale—leasebacks N T

¢ engage in certain transactions with affiliates; and

® grant lrens

Charter Operating Credit Facilites. In Apnl 2004; Charter Operat—
ing amended and restated its $5.1 billion credit facilities, among’
other things, to defer maturities and increase availability under
thosé facilities to approximately $6.5 billion;" consisting of a’ '
$1.5 billion revolving credit facility with a ‘maturity date iri'2010;
a $2.0°billion Term A loan facility of Wthh 12.5% matures'in'" |
2007, 30% matures in 2008, 37.5%' matireés in 2009 and 20%
matures it 2010; and a $3.0 billion Term B loan facility which is
repayable in 27 equal quarterly 1nstallments aggregatmg in each
loan“year to 1% of the origirial amount of the Térm'B fadility,
with‘the remaining balance due at final maturity ih 2011 “
Chiarter-©perating used the additional " borrowmgs undefthe ™
amended ‘arld restated credit facilities, together’ with proceeds
from thé 'salé 'of the Charter Operatmg senior sécond-lien notes
to réfinance the credit facilities of its Subsidiaries, CC* VI
Operatmg, Falcon Cable, and CC VIII Operatmg, allin*
concurrent trahsactions: In additior, Chafter Operating was
substituted-as the lender in 'place of the banks under those
sub51d1anes credit facilities.’ A ‘

“ Amounts outstandmg under the Charter Ope'rating“credit
facilities bear interest, at Charter Operating’s election: at'a base -
rate or the Eurodollar rate (2.07%.to. 2.28% as of December 31,
2004); 48 defined, plus a-margin for. Edrodollar: Icans of up to. ¢
3.00% for.the Term A facility and revolvingicredit facility, and.
up to 3.25% for the Term B facility, and for.base. rate Joans-of » .
up t0.2:00% for the-Term A facility and revolving: credit facrhty
and up-to 2:25%. for .the Term B facility. A quarterly. o
commitment fee of-up. to .75% is payable on-the average dally
unborrowed balance of the revelving: credit facilities. : :

The: obligations of;Charter’s subsidiaries under the Charter :
Operating credit facilities (the ‘Obligations”) are guaranteed by’
Charter Operatings’-immediate parent ‘company, CCQO Holdings,
and-the subsidiaries of Charter. Operating; .except for immaterial.
subsidiaries and subsidiaries precluded:from guaranteeing by : . =
reason of the provisions of other indebtedness to-which they are
subject (the "non-guarantor subsidiaries”; primarily Renaissance':
and CC.V Holdings and their subsidiaries):The Obligations are
alsorsecured. by .(i) a lien on all of the assets of Charter ...
Operating and its:subsidiaries (other than assets-of the non- .. ¢
guarantor subsidiaries), to the extent such lien can be perfected..
under the Uniform Commercial Code by the filingiof.a
financing statement; and (i) by a pledge by CCQ Holdings. of
the equity interests owned by it in Charter Operating orany of.
Charter Operating’s subsidiaries, .as well as intercompany obliga-
tions owing to it by any of such entities. Upon the Charter
Holdings Leverage Ratio (as defined:in the indenture governing
the Charter Holdings senior notes and senior discount notes)- : .
being under 8.75 to 1.0, the Charter Operating credit. facilities:
require that the 11.875% notes due 2008 issued by CC V
Holdings, LL.C be redeemed. Because such Leverage Ratio was
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determined. to be under 8.75 to 1.0 id February2005,.€C Vi
Holdings has called for redemption'of such notes with-an.: « .-
anticipated redemption date -of March 14, 2005.:Following such
-redémption-and provided :the’ Leverage:Ratio-of:Charter. ..
Holdings remains under:8.75 to 1.0, CC V ‘Holdings and its
subsidiaries (other than:non-guarantor subsidiaries) will-guaran- -
-tee the Obligations and grant a lien on all of their assets as to
,whxch ‘a'lien can’be perfected ‘under+the’ Umform Commercral 3
Code by the ﬁllng ofa ﬁnanctng statement L _
The Charter Operatmg credlt facﬂttres were amended and B

of mtermedlate holdmg companies, between Charter Holdmgs

- and Charter Operating. In exchange for the lenders_ consent to
the. orgamzatronal restructuring, Charter Opera I . '
mcreased by 50 basis points across all levels in the pncmg grid,
'then in, effect under the Charter Operatmg credlt facilities.

4 .ounts under the Charter Operatmg credrt fac,rhtres, as o
.in 2003 bore mterest at the Eurodollar rate or, the i
3 base rate each as deﬁned plus a margm of 1 up, to 3 0% for i
3 urodollar loa.ns (3 15% t0.3.92%: as, of December 31 2003) and
2.0% for base rate loans. A quarterly commrtment fee of
‘between 0: 25% and 0. 375% per annum was payable on the

' borrovved ba.lance of the revolvmg credtt facrhtles [
As of December 31, 2004, outstandmg borrowmgs ‘under
; Charter Operatmg credxt facilities were approxunately 4

55 5 billion and the unused total potentla.l avarlablhty was .
04,mrll10n . : o

- CC VI Opmztmg Credzt Faalztzes As dlscussed above in Apnl

;2004 Charter Operatmg was substrtuted as the lender in place

fof the banks for the CC VI Operating Credrt Facrllttes S
Prior to Apnl 2004 amounts under the CC VI Operatmg
crelht facilities bore interest at the Eurodollar rate or the’ base '
rate, each as deﬁned plus a margm of up to 2 5% for Eurodoﬂar
rloans (2 40% to’3. 66% ds of December 31 2003) and l 5% for
ase rate loans A quarterly commitment fee of 0. 25% per. year

was payable on the unborrowed balance of the Term A factlxty :

vl

and the revolvmg facility.

(RO

Falcon Cable Credit Failities. As dlscussed above, in Apnl 2004,
\.harter Opérating was stibstituted as the lender in place of the
banks for the’ Falcon Cable Credit Facilities. * "~

" Prior to April 2004, amounts' undér the Falcoh Cable’ credlt

:facﬂmes bore interest at the’ Eurodollar raté'or the base rate; -

%llzeh a§ defined, plus'a margm of up 'to 2.25% for Eurodolldr
loahs (2.40% to'3.42% as of Decembet 31, 2003) and upto
125% for base rate loahs. A quarterly commitmént fee of
“between'0.25% and 0.375% per year was payable on the
jllnborrowed balance of the revolvmg facrlmes . "

Sy - ) ‘ sl

NeodZiig Operatmg Credit Facilities: As'discussed above, in Apnl :

2(‘104 Charter Operating was* ‘substituted as_th_e lenider in place”
6f the banks for the' CC VIII Operating Credit Facilities: **

rlestated prevrously as of June. 19, 2003 to allow for the msertron‘:_'

Prior to April 2004, amounts under the-CC VIII Operating
credit facilities:bear interest at:the Eurodollar rate or the base
rate, each-as defined, plus a margin of up to 2.50% for
Eurodollar:loans;(2:15% to-3.66%. as of December 31,-2063) and
up t0:1.50% for:base rat€:loans. ‘A quartetly commitment fee of
0.25% was payable on the unborrowed-balance of the revolving
credit facilities.

N Lo e
S SN

C/zarter Oper tmg Cm it Facilities Restnctwe Cavmanty The '
CHartér Operatmg c\redlt‘facﬂmes contam representatxons and
warranties, affirmative ‘and negatrve 'coveniants’ srmﬂar to those
described above with respect to the indenturés’ govermng the
Company’s:notes;-information requirements, events ‘of default -
and financial covenants. The-financial-covénants; as definéd,
measure performance against standards set for leverage,: debt
servicé:coverage,-and operating. cash flow! coverage of cash .;
interest expense on:a-quartérly basis or'as applicable. Addmon-
ally, the credit facilitiés contain provisions requiringmandatory:.
loan prepayments under specific-circunstances, including when
significant amounts of assets are sold and:the.proceeds are'not: .
promptly reinvested in assets useful.in the:business-of the-+ . -
borrower within 4-specified périod. The Charter: Operating
credit facilities'also:provide that in the event that.any -
indebtedness: of CCO Holdings remains outstanding on the: date
which; is six:months ;prior. to:the scheduled final-maturity, the (.
term-loans under: the Charter Opérating -credit. facilities will-iuuees
mature:and the: revolving credit facilities will terminate .on.such
date.. The:events.of defatlt-under the Charter. Operatmg credit .
facilities: include;: -among! ‘other. tlnngs s s i

the fadure to make payments when due or wrthm the s

A TE ) PN

*#.the failure »,tq ,‘eomply with sp,eciﬁed c;c‘n,{enants2 including -

--but not. Jimited, to a covenant to deliver; audited financial ,. -
statements with. an unqualified. oprmon from the Company’s
mdependent audrtors,

S0 e e e ol e TR e g e
'\k' . : . PR

rrrrr

permit the acceleration of other- indebtediéss’ owing by

e clc) Holdlngs, Charter Operatmg ot Chartéf’ Operatmgs '
“subsidiaries in amounts in’ excess of $50 mrlllon in agg'regate
pnncxpal amo(mt, BRI -

¢ the fallure to pay or the occurrence of events that result ln

4 the acceleratlon of other mdebtedness owmg by certam of

' 'cco Holdmgs “direct and indirect parent companies in

. amounts in_excess of $200 million in aggregate principal
amount, w i

Y Paul Allen and/or certain of his family members and/orl,. '

- their exclusively owned entities (collectively, the “Paul Allen
Group”) ceasing to have the power, directly or indirectlyi::
“to vote at least 35% of the ordinary voting power of B
Charter Operatmg,, . - -

R
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o._the consummation of.any transaction résulting in:any i
. person or group: (other. than: the Paul :Allen.Group) ‘having -
power,. directly. or indirectly; to.vote.more than 35% of the-
. ordinary voting power:of Chartér-Operating,-unless the .
* Paul Allen Group holds'a greater share of: ordmary votmg :
"power of Charter ‘Operating,” -+ « -5 “

e certain of Charter Operating’s indirect or direct pa?ent ‘
companies havrng indebtedness in excess of $500 million
aggregate prrncrpal amount which remarns u ased three

months prior to the final maturrty'of »such

' mdebtedness, and '_ ‘

o Charter Operatrng ceasing; to. be a wholly-owned direct -
subsidiary of- CCO Holdrngs, except in' certain’ very hmited
‘eircumstances.: s BT IS
In the event-of a default under the Companys subsrdrarres
credit. facilities or ‘notes, :the subsidiaries’ .cred\tors,could.elect 10
declare’all amounts-borrowed, together with dccrued and -unpaid
interest and- other fees,:torbe:due.and payable: In’ such.event, the
subsidiaries’ credit facilities and-indentures would.not-permit the:
Company’s subsidiaries:to distribute funds 0 :Charter.Holdco-or:
Charter to pay ‘interest or principal on-Charterls notés. Inv -
addition, the lenders under the Company’s-credit- facilities’ could:
foreclose on their collateral, 'which: incliides ‘guitysinterests in: .
the Company’s subsidiaries,; and «exercise .other' rights :6f secureds
creditors. In: any-such: casesithe. Company might soet:be-ablerto-
repay or make any:pdyments o its: notes: ‘Additionally;: an
accéleration. or payment-default tinder:Charter-Operating’s: credit
facilities would cause a cross=default.in’ the-indentures: governing
the Charter Holdmgs notes,. CCH Il notes,.CCO, Holdmgs
notes, Charter Operating notes and Charters convertr le senror
notes and would trigger the cross-default provrsron of the
Charter Operating Credlt Ag'reement. ‘Any défadlt urider any of
the ‘subsidiaries’ crédit: facilities ‘o Hiotes might adversely affect
the holders of Charter’s n'otés"a.ridfthé" Corﬁpé:ir‘iy’s“ growth;
financial condition and results of operations' afid‘ could fofce the
Company to.examine:all optrons, mcludmg seeking. the-protec-
tion of:the bankruptcy laws Tt e A

Based upon, outstandmg mdebtedness as of December 31
2004 the amortization :of term loans scheduled reductrons in
available borrowings of the revolvmg credit, facilities, and the
maturity dates for all senior and subordinated notes and
debentures, total future’ prrncrpal payments on' the total borrow-
ings under all debt agreements as of December 31 2004 are as

follows o

-, » Amount

Year ‘
2005 . N
2006° | 186
2007 ~roe R S 7ag
2008 . iuraoy oo L . 858
2009 T T S 005,040
Thereafter ‘ . s 12,946

" ' $19,791

For the amounts of debt scheduled to mature during.2005;
it is management’s intent-to.fund the repayments from . .. )
borrowings on:the Company’s revolving credit facility. The -
accompanying consolidated balance sheet reflects this: intent-by
presenting all debt. balances as long-term while the table abeve
reflects:actual debt maturities as of the stated date: - .-

e N

lil MINURITY lNTEREST AND EQUITY lNTEREST OF CHARTER HOLBCU

Charter is a holding comipany’ ‘whose primary asset is @
controlling equity iriterest m Charter Holdco, the indirect owner
of the’ Company’s cable systems ‘and’ $990 million and $774 mrl-
lion ‘at December 31,2004 and 2003; respectwely, of mirror "
notes‘which dre payable by Charter Holdco o Chaiter and’
have the samée prmcrpal amount and terms a$ those ‘of Charter’s s
convertible senior hotes. Mmorrty mterest on the Company s 7

" consolidated balanide ‘sheets fepresents’ ‘the ownershrp percentage

of Charter Holdco' ot ownéd by Charter, or 52.8% ‘of total
members equity ‘of Charter Holdco, plus $656 million ‘and"-

$694 mllllOH of preferred membershlp interests in CC VIII, LLC
(cc VIH’) an indireét subsrdrary of Charter Holdco, as of '

- December 3T, 2004 ‘and 2003 respectively As more- fally -

described in' Note 22 this preferred interest arisés from'the
approxrmately $630 millron of preferred membershrp units issted
by GC VIII ifi connectioti' with an acqursrtron in February 2000
As of Deéember 31, 2003, mrnorrty interest also includes
$25 million of preferred interest in ‘Chartet Helicon, LLC .
another indirect subsidiary of Charter Holdco, issued i in connec-
tion with the 1999 Helicon acquisition. As of December 31,
2004, the preferred mterest in Charter Helicon, LLC was
reclassified to other long-term L lrabrlitres B

Members equity of Charter Holdco was (34. 4) brllron
($57) million and $662 mrlllon as of December 31, 2004, 2003
and 2002 respectrvely Gams and losses arrsmg from the "~
1ssuance by Charter Holdco of its membershrp units are .
recorded as capital transactrons thereby mcreasmg or decreasrng
shareholders equlty and decreasrng or mcreasrng mrnorrty
interest on the accompanying consolidated balance sheets.”
Minority interest was 52.8% as of December 31, 2004 and 53.50%
as of December 31, 2003 and 2002. Minority interest includes
the proportronate share ‘of changes in fair value of i interest rate
risk derivative agreements: Such amounts are temporary as they
are contractually scheduled to reverse over.the life of the
underlying instrument. Addrtionally, reported losses allocated to
minority interest on the consolidated statement of operations are
limited to, the extent of any remaining mrnorrty interest on the
balance sheet related. to Charter Holdco. Because minority
interest in Charter Holdco ‘was substantially elimrnated at,
December 31, 2003, begmmng in 2004, the Company began to
absorb substantially all losses’ before income taxes that otherwise
would- have been allocated. to minority interest. This resulted in
an additional $2.4 billion. of net loss for the year ended
December- 31, 2004.:Subject to any changes; in Charter Holdco’s
capital structure, future losses will be substantially absorbed by
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E'chm-_tegdghanges to minority interest consist of the.following. -
‘for the periods jpresented: . . L

" Mingiity
A 4 CoET ' o ' Interest
BaaiiGel Décembér 31,2001 - © e < Sigagm
Minority interest in loss of a subsidiary:" o T (3,176)
¢ Minority. interest in.change in- accountmg prmmple {(306)
Mmonty interest in income tax benefit . S 132
Changes in fatr value of mterest rate agreements L (35
. Other © - 5 R
BT Decembir 312002 1080
Minority interest in loss of a subsidiary T @317)
Mindrity ‘iritefest i ‘ificomie tdx ‘benefit: Do ®)
Ghanges infair value of interest rate agreements e 25
" .Other : st S SERTVLY
Balance,—December 31,2003 689
fiMinority interest ifi'loss of a subsidiary : (19)
f*Minority intérest in:cumulative effect of accounting change 19)
aiReclass -of Helicon; L.LC interest . (25)
‘ Changes in fair value of interest rate agreements .22
Balance, December 31 2004 -

-~ $7 648

Siuag t R LI

PREFERRED STOCK REDEEMABLE

w"\

On August 31, 2001 in connectron with its acqu1smon of Cable
‘U_SA,‘ Inc. and certam cable system assets from affiliates of Cable
' USA, Inc, the Company issued 505,664, shares.of Series- A-
Convertible Redeemable Preferred Stock (the Preferred Stock)
\Valued at and withi a liquidation preference of $51 million.
‘Holders 6f the Preferred Stock have no voting-rights but are
entitled t6%eceive cumillative cash dividendsiat an annual rate
of 5:75%, payable quarterly.If for any reasoni Chiarter fails to'pay
the-dividends on thé Preferred  Stock on'a titHiely basis; the -
" dividend rate on each share increases to an annual rate of 7.75%
- ‘until the payment is made. The Preferred Stock is rédeemable
by Charter at its,option on or after August 31, 2004 and must .
be redeemed by Charter at any time upon a change of control,
- &'if not previcusly redeemed or converted, on August 31, 2008.
" The Preferred Stock is convertible, in whole or in part, at the
option of the holders. from April 1, 2002 through August 31,
2008, into’ shares of common stock at an initial convérsion rate -
equal toa conversmn price of $24.71 per share of common” ™
é ock, subject to ¢értain customary adjustments. The redemption
price per share of Preferred Stock is the Liquidation Preference
o “$100; subject to-certain customary-adjustments. In the first -
quarter of 2003, the Company issaed 39, 595 additional shares of
preferred stock valued at and with a hquldatron preference of
%4 million. -

,.,»v

Lyl s "»«‘, [P TR

12, COMMUN STOCK

The Company s Class A common stock and Class B common
stock are 1dent‘ cal except with respect to’ certain voting, transfer
a.nd conversron right$; Holders of Class A common stock are
entltled to one vote.per share and holder of Class'B common
§ ck is’ entltled to, ten votes for each share of Class B- common

stock held and for each Charter-Holdco membership unit held.
The .Class B common stock is subject to significant transfer .
restrictions and is conyertible onta share for share basis into
Class A common stock at:the option of the holder.-Charter .
Holdco membership units are exchangeable on.a one-for-one.
basis for shares of Class A common stockt s e

13. COMPREHENSIVE 0SS . . o

Certain ' markétablé eqiiity secirities are classified as available-' -
for-sale and reporfed 4t markét valué with utrealized gdins and
losses recorded as accumulated other comprehensive loss on the
accompanying consolidated balanice shets. Additionally; the
Company reports’ changes iri the fair value-of interest rate
agreemierits’ desrgnated as-hedging the vanablhty of cash flows"
associated: with’ ﬂoatlng*rate debt- obhgatlons, that meet ‘the’
effectiveness critéria of SFAS No. 133, Accozmlmg for Derivative’
Instrunients'and Hedging Activities: in atéumulated other coinpré-
hensive loss, after givifig effect to the- miniority’ intérest share of
such‘g'ains‘ and losses. Coriprehensive loss for the years énded ™
Decéimber 31, 2004, 2003 and 2002 was $4. 3 bllllOl’l $219-mils” -
lion and: $2 5 brlhon respectrvely""* : B

i AR - o

14.- ACCOUNTING FIJR DERIVATIVE lNSTRUMENTS AND HEDGING ACTlVITIES

The Company uses interest rate risk management denvatlve o
mstruments such as mterest rate swap agreements and xnterest y
rate collar agreements (collectrvely referred to herem as mterest
rate agreements) to manage 1ts r_1,ti A .The Company}s
policy is to' manage. interest. costs usmg a mix of fixed and b
vanable rate debt Usmg interest rate swap agreements the .
Company has agreed to, exchange at specrﬁed mtervals through
2007, the dlﬁ"erence between ﬁxed and vanable mterest amounts
calculated by reference to an agreed-upon notronal pnnc1pal o
amount. Interest rate collar agreements are ‘used to limit the ~ "
Company’s exposure to and:benefits from interest rate fluctua- ;.
tions on variable rate debt to within a certain range of rates:-
The Company doe's: ot hold or issue ‘derivative‘ins'trurhérlts

interest rate denvatrve mstruments ‘thiat have been desrgnated as’,
¢dsh flow hedgrng instruments? Such instiments’ effectlvely 7
convert variable interest paymérits-on certain debt instruments -
into fixed paymérits: For quahfymg hedges, SFAS'N6:'133 ]
allows 'derii}at'i\‘re gains'and lossés'to offset related: resiilts on* *"
hedged ftetiis in theé consolidated statement of operations. The'
Company has formally documented designated and"asséssed the
effectivéness of transactions that réceive hedge accountmg For :
the years ended December 31 2004 2003 and 2002 net gam
gains of $4 million and $8 million and losses of $14 ‘million;,
respectively, which represent cash flow hedge ineffectiveniass on
interest rate hedge agréenients arising from differences between
the critical'terms of the agtéements and the related hedged
obligations.' Changes i i the fair value of interest rfate agreements
designated- as hedging instruments' of the variability'of cash’
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flows associated with floating-rate debt obligations that meet the
effectiveness criteria SFAS No. 133 are reported 9n-accumulated’
other comprehénsive loss. For the years ended December 31,
2004, 2003 and 2002, a gain of $42 milliorl and $48 million and
losses of $65 million, respectively, related- to detivative: instru-
ments designated as cash flow hedges, was recorded in*
accumulated other comprehensive loss and minority mterest i
The amounts are subsequently reclassxﬁed ‘into ‘interest expense
as a.yield adjustment.in the same period in wh1ch the related.
interest on the floating-rate debt obhgatrons affects. earnmgs
(losses). o e Lo .
Certain interest rate, derrvatrve mstruments are, not desrg—
nated as hedges as they, do not meet the eﬁ'ectweness criteria -
specified by SFAS No. 133. However, management belleves such
instruments are-closely. correlated with the respective debt, thus
managing associated risk. Interest rate derrvatlve,_lnstruments not
designated as hedges are marked.to fair, value, with the impact. .
recorded as gain (loss) on, derivative instruments‘__and, hedging.,.
activities in.the Company’s consolidated. statement of operations.
For the years,ended December 31, 2004,,2003 and 2002, net , -;
gain (loss) on derivative instruments; and hedging activities . , .
includes gains of $65 million, $57 million and losses of

$101 million, respectivély, for iinterést rate denvatrve 1nstrhments
not designated as hedges.

As of December 31, 2004 2003 and 2002 the Company '_
had outstanding $2.7 billion, $3.0 ‘billion and $3.4 billion and
$20 million, $520 mrllron ‘and $520 mllllOIl respectrvely, in
notional amounts of i initerest rate swaps and collars respectrvely
The notronal amounts of interest rate mstruments dé not
represent amounts exchanged by the parnes and thus are not a
measure of ¢ exposure to credrt loss. The amounts exchanged are.
détermined by reference to the notlonal amount and‘ the other
terms of the contracts

15, ~FAIR VALUE OF FlNANCIAI. INSTRUMENTS B A ORI

The Company has estunated the fa1r value of its. ﬂnanc1al
instruments as of December 31, 2004 and 2003 using avarl,able
market information or other.appropriate valuation methodolo-
gies. Considerable judgment, however, is required in interpreting
market data to develop the estimates of fair value, Accordingly,
the estimates presented in the accompanying consolidated -
financial statements are not necessarily indicative of the amounts
the Company would realize in a current market exchange. ...
The carrying amounts of cash ;receivables, . payables and ‘
other current assets and liabilities approximatefair, value because
of the short maturity. of those instruments.. The Company is
exposed to market price risk volatility with respect to.invest-
ments in publicly traded and privately held entities.. . . \
The fair value of interest rate agreements represents the )
estxmated amount.the Company would receive or pay upon . .
termination of the agreements, Management believes.that the ;
sellers of the.interest rate agreements will be able to meet their,
obligations under the agreements. In addition, some of the

interest rate agréements are with certain of thi¢ participating: *
banks under the Company’s credit facilities; thereby: reducing
the exposure to credit loss. The Company has policies regarding
the financial stability and credit standing of major counterparties.
Nonperformance by the counterparties is not anticipated nor :
would it have a material adverse effect on the Companys

‘consolidated financial condition or results of operations. 7

. .A The estimated fair value of the Company s niotes and
interest rate agreements ‘at' December 31, 2004 ‘and 2003 are
based on quoted market prices, and the fait value of the credrt‘
facdmes is based on dealer quotations. .. ; ‘
A summary of the carrying value and farr value of the
Company’s debt andirelated interest rate agreements at Decem—

ber 31, 2004 and 2003 is as_follows: S S
‘ i, o 206 L 20
] '?,v.;:z L vian oono it Carrying ol oFair s Camying:ie T
- Valye Value,‘.‘ ~Value: . ‘- Value
Debt AN R
Chartér convertible - notes $ 990 $ 1 127 -$ 774§, 732
Charter Holdingsdebt ™ "™~ 7" ™" §5797" 77669 " 8316 7431
CCH 1I debt o 1801 1898 1601 |, 1,680
CCO Holdings debt . 1,050~ - CT1064 0 5000 510
Charter Operating . debt .. . 1500 1583 . — 0
Credit facnlmes e ‘5515 55027 7,227 6,949
Ofher' "7 o 7 BT T g T g 2291 238
Interest Rate ‘Agreements -2 <050 000 L -
Assets (Liagbilities) = .- - % - R AT BT TR
Swaps . iy tean s (69) L (89) Q7. A7
Collars S, m . (8). (8)

The, welghted average mterest pay rate for the Companys
interest rate swap agreements was, 8:07%and 7.25% at Decem-
ber 31, 2004 and 2003, respectlvely R AUV TN

16. Revenues

Revenues cons:st of the followmg for the years presented

s n E e e Year,Ended December 31
T S

Video - vt T T 43313 . $3461  $3,420
High-speed datar. b oo TALS 556 - 337
Advertising sales. . Lo e 289 263 . 302
Commercial - ST e 204 61

Other” ~ =~ " = 7 U336 3357 7 34s
T e B 34977 $45819 .'$4,566

DY It N =

7. Dperatmg Expenses,

Y
+

Operating expenses consist of the following for the years:ii
presented:

4‘, o

Yéar Ended December 31

o zhtu‘ o 2003 : zooz
Programming . $1318 81249 "1, 166
Adver’usmg sales. T o ‘%8 88 87

Service ' "~ X N 2 R -
L T T e ae0” T §1959  §10807
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i8. Selling, General and Administrative Expenses

e

Selling, general and administrative expenses cons1st of the’
followmg for thq years presented: - '

- A P -

v YearvEndetl4December 31,

i G L 004 2005 2002
Geniéral and admiinistrative - 7 §849° $833  $810.
Marketing  uu. 2 Sl 1220107, 153
e SR b - s $940 $963
bdmponents of selling expense are included, in general and \r _
administrative and marketing expense. e '
19, * $TOCK: COMPENSATION PLANS et . ‘-{{:

—}

The Company grants stock optlons restncted stock and other =
incentive compensatxon jpursuant. to_the 2001 Stock Incentive,. .,
Plan, of Charter (the 2001 Plan”). Pnor 10,2001, options: were .
granted under, the 1999. Optlon Plan of Charter Holdco (the .

prospective employees and:consultants of Charter, Holdeo and
its affiliates and, current and prospective, non-employee directors.
of Charter. Options granted generally vest over five years from..
the . grantzdate; with 25%, vesting 15 months .after the anniversary
of the grant .date,and ratably thereafter: Optxons not exercised .

- accumulate and are. exercxsable in whole .or.in part, in any -
v subsequent penod but not later than 10, years. from the, date of

grant, Membership; 1 units’ recewed Jupon exercise iof. the optians .

are automatically exchanged.into, Class A commaon stock of

Charter on a one-for-one basis... .. -1,
+.The 2001 Plan-provides for, the -grant, of non—quahﬁed stock

‘ opt1ons stock apprecratxon rights, dxvndend equivalent rights,.

performance units and performance shares, share awards, phan-

ﬂ.ofﬁcers, consultants and directors of the Company and its

subsidiariés and affiliates are eligible to receive grants under the
2001 Plan. Options granted generally vest over four years from
the grant date, with 25% vesting on the anniversary of the grant
ate and ratably thereafter. Generally, options expire 10-years -
om the grant date. 2
The 2001 Plan allows for the issuance of up to a total of

290,000,000 shares of Charter Class A common stock (or units ..

convertible into Charter Class A common stock) The total

" “shares available reflect a July 2003 amendment to the' 2001 Plan’

approved by the board of directors and the shareholders of
Charter:to inerease available shareS«by 30,000; OOO _shares. In,,
1999 Plan were transferred to the 2001 Plan and no new '_ BT
optlons can be grantedsunder the 1999.Plan. | . % v
In: the~years ended December 31, 2004. and 2003 certain
dxrectors swere. awarded.a-total- of 182,932 -and: 80,603 shares,” -
respectlvely, of-restricted . Class- A common stock of which' -
25, 705 .shares had-been cancelled as, of December 31, 2004, The.
and.lanuary.zo% mvconnection _thh new:: .employment ag,ree-...
ments, certain.officers were.awarded 50,000 and 50,000 shares, -
respectively, of restricted Class A .common stock of which- i :
50,000. shares had been-cancelled ‘as of December.31,,2004. The.
shares_vest annually; over.a four-year. period beginning from:the:,
date of grant. As of December 31, 2004, deferred compensation,
remaxmng to-be; recog-mzed in future Xpenod totaled.$0.4. mllhon
A summary-of the- actrvrty for; the Company’s-stock options,
excluding granted shares of restricted.Class;.A; co,rnmon‘s_to_‘ck,
for. the, years ended December 31;.2004;,2003 and 2002;-is as
follows (amounts in ‘thousands, except per share data);... .~ 5

. R T >
Ao e . A )

e T e - Tt e
[l . : ’ * Weighted "~ "~ ‘.' " Weighted 'Weighted
— o 2 e TV v L AT o lserage .. 7T Wi Rverage . Rverage
p— ; u T X Cepe voeoa e .o Exercise i o Beercise . .. oL, Bxercise
= e Shares Price Shares Pnce i Shares Price *
e Optiong outstanding, beginning of penod L 41882 §1248 53, 632 - $14 22 46,558 - $17.10
B Granted” S 9405 488 798 35 = 13122 488
mmm— Fxercised * B - CTEseY T v20 ¢ (165 396 T T —
——— Cadoelled 24 -+ - i : A DTL(31B13) 01506 (13,568) 7 1410 -7 v(6,048) - -16.32
S Qpnons Sitst dmg, end of penod K AT "24,8351"5-‘3”‘6:5’;7' 47,882 '$1248 - 53,632 - '$14.22
o 1 G s T ayears AT 8 ycar's. ,Syeérs‘ s,
thlons exercxsable end’ of penod L ! o 773l C 8001 22 861 $16.36 17.844 '$17.93
Werghted average fatr value of optlons granted B ) $ 37l T $ ] 2 71 R N
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The followmg table summanzes mformatron about stock optlons outstanding and exerc1sable as of December 31 2004

i i o . oo i

‘Optians Outstandmg Optlons Exermsab!e

- Weighted- ""We|ghted-
" ’ Ayerage Weighted- Average Weighted-
e " Remaining - Average Remaining Average
Range'of - . "~ . Lol o Number . Contractual . Exercise Number Contractual . Exercise
Exercise Prices .- . , T N . Qutstanding T Life Price Exercisable © Llfe Price
‘ o _ ] (ln thousands) i/ o B (in thousands) R :
$1.11 - $1.60 : T B N 3,144 8-‘yea:s ' $_'1.52 782 8 _years $ 145
$2.85'- $456 -7 Tr el b & St T 7408, . 8years o 345 2,080 8 years 328
$5.06 /8517 - 0 are o v s Ll 8857 ©9vearsTT U 5147 T T U533 ' '9”y'éars'“ ©TS.06
$9.13 - 1368 . . . . . S L hn 2064 7iyedrs™ T 1108 1481 7 7 yéars T '11:28
$13 96 - $23 09 C e e g : . o 3,162 5 years 1963 .. 2855 . 5 years:: 1959

On January 1,72003; the Company adopt'ed the fair value
measurement prowsrons ‘of SFAS No.' 123 under which the™
Coihpaity'recoghizes compensation expense ‘of a stock- based
award to ‘an ‘employee over ‘the vestlng period-based orf the’ faur
value of the award orifhe- ‘grant date."Adoption of these <7
provisions resulted in utilizing a-preferablé accouriting method
as the consolidated financial statements present the ‘estimiatéd. -
fair value Of stock-based: compensation?ifi expens'ej‘consistently’
with othef forms of compénsation dnd’ other expense assoc1ated
with goodstand setvices réceived. for eéquity:instruments. In
accordance with SFAS‘NG. 123, the! fair value method willibe
applied: only'to awards granted or modified after:January- 1,
2003, whereas awards granted prior to such date will continue
to' be -atcourited for undér- APB No. 25, unless theyare modified
or ‘settléd- in-cash. The ongoirig-effect on consolidated results of
operations 6t finaricial ‘condition will'be deperident upon ﬁiture'
stbclc“'based"'comp'ensation awards granted: The Company "
recordéd $31° million’ of ¢ optlon compensatlon expense for the
yeariended December 31, 2004 ERAEE

~Prior t6' the adoption of' SFAS No. 123, the Company used:
the intrinsic value'method prescribed by APB-No. 25;-Accounting
Jor Stock Issued to Employees, to account for the option plans.
‘Option comipensation expénse of $5 miillion for the year énded
December 31, 2002, was recorded in the, consolrdated statements
of operations since the.exercise prices of certain options were
less than the estimated fair values of the underlymg mcmbershxp
mtermts on the date of grant

“In ]anuary 2004, the Company began an optton exchange
program in Wl’llCh the Company offered, its employees the right
to exchange all stock options: (vested and' unvested) under the
1999 Charter Communications; Option Plan and 2001 Stock
Incentive Plan that had an exercise price over $10 per share for -
shares of restncted Charter’ Class A common stock or, in some”
instances; ‘cash. Based on' a’ slxdmg exchange rano which varied” -
dependmg on'the exercise price of ‘an employees outstandmg
options, if an employee would have received more than
400 shares of restricted stock in exchange for tendered options,
Charter issued that employee shares of restricted stock in the

_exchange. If, based on the exchange ratios, an employee would

have received 400 or fewer shares of restricted stock in
exchange for tendered options, Charter instead paid the
employee cash in an amount equal to the number of shares the

employee would have received multiplied ;by $5.00. The offer .
applied to optrons (vested and unvested) to purchase a total of
22,929:573 ‘shares‘of Cldss A coftithon stock, or approxrmately
48% of the Companys 47,882,365 total‘optrons issued’ and '
outstanding 4s of* December 31,2003, Part1c1patron by employ-
ees was volutitary’ ‘Those members of the' Companys board of'-.
directors who were not also employees of the Compa.ny orany
of its substdlarles iwere Tiot ehgrble to part1c1pate in the exchange
offer ' '

.......

the Company accepted for cancellation eligible | opttons to'
purchase approximately 18,137,664 'shdres of its Class A com-
mon stock: In exchange, the Company granted 1,966,686 shares’
of restricted stock, including 460,777 peérforménce shares to :
eligible employees of the rank of seriidr vice presidént and -
above,-and pdid @ total cash aiount ‘'of apprommately $4 miillion
(which‘amount incliidés applicable withhiolding ‘taxes) to those:
empldyees who ‘received cash rithier thait shares of restricted *
stock. The restricted stock was granted 61’ ‘February 25;2004. ‘ "\
Employees ‘teridered’ ‘approxtmately 79% of the optrons elrgrble
to be exchanged under the program. ° : :
! The'cost to the Company of the ‘stock option exchange‘ v

" program was approximately $10 million, with a 2004 cash

compensation expense of approximately $4 million and a non-
cash compensation expense of approximately $6 million to. be
expensed ratably over the three-year vesting period of the
restricted stock in the exchange.

In January 2004, the Compensation Committee of the * C
board of directors of Charter approved Charter’s Long—Term‘ -
Incentive Program (“LTIP”), which is a program : administered -

" under the 2001 Stock Incentive Plan. Under the LTIP, employ-

‘ees of Charter and its subsidiaries™ whose pay. classnﬁcanons

"exceéd'a certain Teveél dre ehg1ble to receive “stock” optlons and -
" miiore senior level employees are ehgrble to receive stock optlons
= and performance-shares: “The stock’ options-vest 95% on’ each of

the first four anniversaries of the date of grant. The performance
shares vest on the third anniversary of the grant date and shares
of Charter Class A common stock are issued, conditional upon
Charter’s performance against financial performance measures
established by Charter’s management and approved by its board
of directors as of the time of the award. Charter granted

6.9 million shares in January 2004 under this program and
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recognized expense of $8 ‘million in the fifst three quarters of
2004. However;in the fourth quarter of 2004, the Company
reversed the entire. $8 million of expense based on the . 7w
Company's assessment of the probability of achieving the:; -
financial performance. measures established:by Charter.and.-
required to be met-for the performance-shares to-vest.. -~ -

20. SPECIAL CHARGES

_IlIIHIIlIlIll IlI lIIlI ll llllll-_ |

In‘the fourth quarter of 2002; the Company began a workforce ’
reduction program and consolidation of its operatlons from :

 three d1v1srons and tén reglons int6 five operating dmsrons o

ellrnmatmg redundant practrces and'streamlining its manage—

. ment structure “The Company has recorded special charges as a

fesult of reducmg its workforce and consohdatmg admmrstratlve
offices in'2003 and 2004- The act1v1ty assocrated w1th thrs o
initiative'is summanzed i the table below -

r;,wn - . s : PETRREN

DT PRI K . Total

. , R Severance . .- .. Special

A " Ueases Litigation'  Other  Charge

2 Specral Charges . $31 ‘ $— $5 “$36

] Balance at December 31, 2002 T 3 T

 Special Chdges™ 7 260 s—Tg(E) ©§ 21

Paymems ‘ L (43) . .

lBa.lance at December 31 2003 el 14 e,

Special Chaiges <"~ " S | $92 ¥ $— ~'$104
Payments ’ ‘ - S 20y ' o

Balance at December 31, 2004 $ 6

:Fof theiyear ended Deceiriber 31, 2002 special charges

| inchide $4 million"related to°légal- and other costs’ associated -

with the Compdiiy’s ongoing ‘grand j jury investigation, share-
holder lawsuits and SEC'investigation and*$1-rhillion associated
with severance costs' relatéd’té a 2001 restriicturing plan: For
the yedr' ended Deéember 31; 2003, thie severarice and lease '
costs were offsét by a’$5 million settlemeént from the Internet
service provideér- Excite@Home related & the conversion:of
high-speed data’customers to Charter Pipélirie service-in -2001.
For the year ended December 31, 2004, special charges include
approxiniately $85 million, representing the aggregate value of

- the Charter ‘Class ‘A’ commion $tock and -warfants to purchase

Chartér ‘Class A commion stock contemplated to be issued as ~
part of a settlemént of consolidated federal and state class °
actions and federal derivative detion lawsiiits and approximately
$10 million of litigation costs related to the tentative settlement
of a-national class action suit, all of which are subject to final - -

. documentation and court approval (see Note 23). For the year

ended December 31, 2004, special charges were offset by
$3 million received from a third party in settlement of a dispute.

21.  INCOME TAXES:"

All operatrons are held through Charter Holdco and rts dlrect
and indirect subsrdlanes Charter Holdco and the majority of its
subsrdrarres are not subject to rncome tax. However, certain of
these subsrdlanes are corporatrons and are subject to'income
tax. All of the taxable mcome, gams losses, deductions and
credits of Charter Holdco are passed through to its members
Charter Charte' nvestment Inc. (“Charter Investment") and’ ‘
Vulcan Cable TiF Inc. (‘Vulcan Cable™). Charter is responsible for
its share of taxable.income or loss of Charter Holdco allocated
to Charter in accordance wrth ‘thie Charter Holdco limited
habrhty company agreement (“LLC Agreement ) and partner- v
ship t tax rules and regulanons

The LLC Agreement provrdes for certain special allocatrons
of net tax proﬁts and net tax losses (such net tax profits and net
tax losses bemg deterrnmed under the appllcable féderal i income
tax rules for determmmg caprtal accounts) Pursuant to the: LLC
Agreement through the end of 2003, net tax losses of Charter “
Holdco that would otherw1se have been allocated to Charter
based generally on 1ts percentage ownershlp of outstandmg
common umts were allocated instead to memberslup units held
by Vulcan Cable and Charter Investment (the “Specral Loss f h
Allocatlons ) 'to the extent of therr respectrve caprtal account
losses of Charter“I-Ioldco are to be allocated to Charter Vulcan
Cable and Charte"' [nvestment based generally on their respec—
tive percentage ownershrp of. outstandmg common units to the
extent of their’ respectwe caprtal account balances. The LLC R
Agreement further provrdes that, begmnmg at the time Charter ‘
Holdco" generates net tax proﬁts the net tax profits. that would
otherwrse have been allocated to Charter based generally on its
percentage ownershlp of outstandmg comimon membershrp umts
will rnstead generally be allocated to Vulcan Cable and Charter
Investment (the “Speaal Proﬁt Allocatlons") The Specral Profit
Allocatrons to Vulcan Cable and Charter Investment will
generally contrnue until the cumulatrve amount of the Specral
Proﬁt Allocatrons oﬂsets the cumulatrve amount of the Specral
Loss Allocatlons The amount and trmmg of the Specral Profit |
Allocanons are subject to the potentral appllcatlon of and
mteractron With, the Curatrve Allocatron Provisions descrrbed in,
the followmg paragraph The LLC Agreement generally pro—
vides that any addrtronal net tax proﬁts are to be allocated
among’ the members of Charter Holdco based generally on therr
respectlve percentage ownershrp of Charter Holdco common
membershrp units. : )

Because the respectrve caprtal account balance of each of '
Vulcan’ Cable and Charter Investment was reduced to zero by .
December 31, 2002; certain net tax losses of Charter Holdeo
that were to be allocated for 2002, 2003, 2004 and possibly later
years (subject to resolution of the issue described in Note 22) to
Vulcan Cable and Charter Investment instead have been and
will be allocated to Charter (the “Regulatory Allocations”). The
LLC Agreement further provides that, to the extent possible, the
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effect of the Regulatory Allocations is to be offsetioveritié .14

pursuant to certain, curatrve allocation | provrsxons (the “Curatxve
Allocanon Provrsrons ) so that after certaln oﬁsettrng adJust- '

the Regulatory Allocanons had not been part of the LLC
Agreement The cumulatrve amount of the actual tax loss

“Asa result of the Specral Loss Allocatrons : f
Regulatory Allocatlons referred to above the cumulatlve amount
of losses of Charter Holdco allocated to ’ o

tax, depreela‘non and tax amo tization expense due to the""'
applrcanon of sectlon 704(c) under2 the Internal Revenue Code,,__

the. states m Wthh Charter Holdeo does busmess and
(vr) future federal and state tax laws F urther m the event of

Alloeatnons Regulatory Allocanons and Curatnve Allocanon o
Provxsrons w1ll change stgmﬁcantly Pursuant to the provrsrons of

‘d the o

taxable income iniexcess of its currently allocated tax deductions
and available tax loss carryforwards. The ability to utilize net:.""
operating loss carryforwards is: potentially subjeet to certain: -
limitations as.discussed below. . . " . - : T
Id;addition, under.their exchange agreement wrth Charterx
Vulcan Cable and Charter Investment may exchange some or:all
of their membership units in Charter Holdco for Charter’s
Class B common stock, be merged with Charter of be acqu1red
by, Charter i 1n a non—taxable reorgamzatlon If such an. exchange
were to take plac prror to the date. that the Specral Proﬁt l ‘
Allocatron provisions had ﬁllly oﬁ'set the Specral Loss. Alloca— A
tions, Vulcan Cable and Charter Investment. could elect to cause
Charte Holdco to. make the remaining Specral Proﬁt Alloca— .
ttons to Vulcan Cable and Charter Investment unmedrately prior
to the consummatton of the exchange In ithe event Vulcan )
Cable and Charter Investment, choose not to, make such electlon
or to the extent such allocations are not possxble Charter would ’
then be allocated tax profits attributable to the membership
‘.umts received, i in s such exchange pursuant to the Special Profit
Allocanon provisions. Mt. Allen has generally agreed to ieiin-
burse Charter for any incremental income taxes that’ Charter
would owe as a result of such an exchange and any resulting-
futyre Special Profit Allocations to Charter. The ability. of :.
Charter to utilize net operating loss carryforwards is potentlally
subject to" certain® limitations as discussed below. If Charter-were
to become subject to certain limitations (Whether as'‘a result of
an, exchange described above or otherwise), and as a result. were
to owe taxes resulting from the Special Profit Allocatlons then .
Mr.“Allen’ may-not be* obhgated to rermburse Charter for such
income taxes: o -
For-the years ended December 31 2004 12003 and 2002
the COI,HP@D){, recorded; deferred income tax. benefits. as.shown
below. The,income tax benefits were realized through reduc-.

“tionsin the deferred tax liabilities related to Charter's.investment

in Charter Holdco, as well .as:the deferred. tax liabilities. of. . -
certain, of Charter’s indirect corporate subsidiaries. In 2003;
Charter.received. tax loss allocations: from: Charter. Holdco. -
Previously,; the tax, losses had been allocated to Vulcan Cable |
A_ll_O.Ca,thn,,S . provrded underthe Charter .Holdco, !a,mended ,and
restated limited ,,liahjlity. company agreement. The Company,. :
does,not;expect.‘;tjov;recogruze a similar benefit related. to-its _
investment .in Charter :Holdco after 2003 due to limitations-on:
its ability to offset future. tax benefits against the remaining .
deferred -tax liabilities: However, the actual tax provision ‘
calculation in future periods jwill be the result of current.and : -
future-temporary differences, 2s well as future operating results. |
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- Currént and:deferred income: tax. expense (benefit) is as:
“follows: T R T L T

Fo7 e

" Decerber 31,
04 o003 | d02

tCurrent expense

' Federal incorie tixés - L
| Stafe income takés o sY
- Sifrent inlcome tax epense v - ey
| Deferred benéfit: * 7 T R A i
- 1Féderal incorme tax'e‘s“l-- “{175) T(98)  -i(d56)

State incometaxes: 17 .- - o (28) - (14) 066)
' Deferredincome tix beriefit:' (200 7(112) (522)
.Total mcome beneﬁt < ”155(19’47

$(110) $(520)

- benefit assoc1ated th
V'VSFAS No 14,2: as a 39

December 313

SR <2004 020030 L2002
Statutory federal ‘iidome taxes* .« " .. T$(1,288) « $(122):. $(969)
.State income taxes; nét of federal)beneﬁt deth o (184) 0 (17) o -f138)
Valuation aliowance provided- .- .. .o 1,218 .29 ..587

(110)~ --(520)

Less cumulatlve eﬂ'ect of accountmg }“‘ B PN A
change .~ e et e
ot § (03 -$(110) $(460)
A - The taX eﬁ'ects of these témporary’ d1tferences that* glve rise -
to sxgmﬁcant portrons of the’ déféired tax ‘assets and deferved tax

 liabilitiés-at’ December 31, 2004 ‘4rid” 2003 wh1 “are ‘includéd in -
r long-term llabllltlés are presented below SR LR i

L Income tax- beneﬁt e

L

.. December 31,

T t_‘.y“‘““.; E ) :
) e v LN . 00
+ Deferred tax-assetsi;n. R i HA
Net operatmg loss carryforwa.rd $ 3533 $1723
Other '8 ‘ _6

" Total gross deferredtaxassets . L 3541 ,‘

;s of December 31,2004, the Company has deferred tax,
assets of $3.5 billion, which primarily relate to financial and tax .
losses allocated to Charter from Charter Holdco. The deferred
tax assets include $2.1 billion of tax net"oper'a"ting" loss - "
carryforwards (generally expiring in years. 2005 through 2024) of
Charter. and 1ts_1nd1rect corporate subsrdlanes Valuatron
allowances of 3 2 -bllhon exist w1th respect to these deferred tax
assets et

allowance between the yearsl ended ,December 31 2004 and
2003, presented; above, mcludes the provrs1on for valuanon ‘

An wnershlp change as deﬁned m the appllcable federal
mcome tax rules, would place stgmﬁcan_t umtatlons, on an

fler

prov1s1ons could effectlvely el1m1nate the Companys abxlltyyto
use a substantial portion of rts net operatmg losses to oﬁ'set

transactrons mclude 1dd tlonal,_ 1ssuances of common stock by
the ' pany (mcludmg but not hmrted the antrcrpated 1ssu—
ances. of 150 mrllron shares of common stock under the share ,
lendmg agr: men 1n c0n_]unct1on thh the 1ssuance of
5. 8750/ o vemble semor notes in N vember 2004 or upon »
ﬁiture conversron of. Charters convemble senror notes) reacqln-
srtlons of the borrowed shar y,,Charter or acquxsrtr_ s or
sales of shay y cer : lers of Charters shares, mcludlng /
persons whv » have held currently hold o, accumulate inthe
future. ﬁve percent or more of Charter s outstandmg stock A
(mcludmg upen an exchange by Paul Allen OF, hxs aﬂihates
dlrectly or mdlrectly, of, membershlp umts of Charter Holdco '
into, CCI common stock) Many of the foregorng transactxons
are beyond managernents contro : .
' The total valu ’on allowan for vdeferred tax, assets as of A

" Less: valuatlon a.llowance 'f coem 3, 151) (1 291)
- Net deferred fax asscts L8 a9 s asg
Deferred tax_llab}lxtles:, ; N 5 i1 :
Investrhent in Chartér Holdco *© ™ ~7* " " ¢ (385) §(553) 1 Ine pI _pectrng future taxable mcome _
Indirect Corporaté Subsidiafies s v e A of Charter Holdco uatlon allowances have been estabhshed
“\Property,-plant: &requlpmen‘ PrrgR e L0 40) 0 (@2) except for deferred beneﬁts avarlable to offset certam deferred
Franchises - o, oo b o o weneepn A200) e R60) tax llabxlltles . :
Gross-deferreditax liabilities:? o1 (B0B) ¢ .. (855) The Comp any, _].currently under exammatlon by the ]
T o$ {216) :$;(417) Internal Revenue Service for the t‘__‘;years endlng December 31
ERRRVE IR 1999 ‘and 2000. Management ‘does not expect the results of this
t:li
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examination to have-a.material adverse effect on the Company’s
consohdated financial condrnon ‘or results of operatron e

22 Related Party. Transactlons e R

The’ follong sets forth’ certain transaCtions in which the "
Company and the directors, executive officers and’ aﬂihates of ‘

the Company are involved. Unless otherwise dlsclosed manage— (

ment believes that each of the transactions described below wias
on terms no ‘léss favorable to thé Company than Gould have
been obtamed from rndependent third partres o o
Charter' i 1s a holding company and 1ts principal assets’ are 1ts
equrty interest in Charter Holdco and certarn mirror notes' :
payable by Charter Holdco to ‘Charter and mirfor preferred
units held by Charter, which have the samé pnncrpal amount !
and terms 28 those of Charter’s convertible seniof notes and
Charter's outstandmg preferred stock. In 2004, Charter Holdco
pdid to ‘Chartet' $49. million related t6 interest on the mirror
notes,land Charter Holdco pard an additional $4 mrllron related
to dividends on the mirror pre)ferr"ed}member's’hip dnits Further,
during 2004 Charter Holdco issued 7,252,818 coimmion member-
ship-urits to- Charter in cancellatron of $30 mllllon prmcrpa.l o

amount of thiirror notes 50 s to mirror the 1ssuance by Charter ;

of Class ‘A’ common stock in exchange fora hke prmcrpal
amouat of its outstandmg convertible notes B

Charter is a"paity to management arrangements with
Charter Holdco and certain’ of its subsrdlanes Under thesé

agreements “Charter provrdes management services for the cable’
systems owned or operated by’ its’ subsidiaries. The management

services include such services as centralizéd customer brlhng
services; data processing and related support, ‘benefits adrhinis-

tration and coordmatron of insurance coverage. and ‘selféinsur-

ance programs for medical, dental and workers compensatlon

cldims:’ Costs associated ‘with providing these services are brlled

and charged directly to the’ ‘Company’s operatmg subsrdlanes .

and aré inchided Wwithin operdting costs in the accompanymg
consolidated statements of operatrons Such' costs’ totaled

$202 million, $310 million’ and $176 millioh for the'years ended
Decembet“31, 2004, 2003 and 2002, respectrvely All‘other costs
incurred on the behalf of Chartér's operatlng subsidiaries are o
considered a part'of the management fee dnd are recorded as a
component of selling, general and-administrative expense m the
accompanying ‘consolidated financial statements ‘For the years
ended December 31, '2004, 2003 and 2002; the management fee
charged to the Companys operating subsldrarres approxunated
the ¢ expenses mcurred by Charter Holdco and Charter on behalf
of the Companys opetating subsidiaries. The credit fadilities of
the Company s operatmg subsidiaries prohxbxt payments of

management fees in excess of 3 5% of reveriues until repayment -

of the ‘outstanding’ indebtedness. In the event any portiori of the

management, | fee due and payable is not paid, it is deferred by '

Charter and accrued as a ltabrhty of such subsidiaries. Any
deferred amount of the management fee will bear mterest at the

rate of 10%:per.year; compounded annually, from'the: date it
was due and payable until the date it is paid. :

Mr. Allen, the controllmg shareholder of Charter, and a
number of his afﬁllates have interests in various entities that
provide services or programming to Charter’s subsidiaries. leen
the diverse nature of Mr. Allen’s investment actrvmes and '
interests, and to avoid the possibility of future drsputes as to
potential business, Charter and Charter Holdco, under the. terms
of their respectrve organizational documents, may not,, and .may
mot allow. their subsidiaries to engage in any. business. transactlon
outs1de the cable: transmrssron business except for certain » -
existing. approved mvestments Should Charter or. Charter;
Holdco or any of therr subsidiaries wish to pursue or allow N
their sub31d1ar1es to pursue, a business transactron outsrde of this
scope, it must ﬁrst oEer Mr Al en 'the opportumty to pursue the
partlcular busmess transactron If he decrdes not to pursue the
busmess transactron and’ consents to Charter or,its subsrdlanes
engagmg in the busmess transactlon, t.hey wrll be ab]e to do so '.
The cable transmission busmess me 1 si1 ‘
ting video, audio, mcludmg telephony, and data over cable
systems owned operated or managed by Charter Charter .
Holdco' or any of their subsrdrarres from txme to trme

Mr. Allen or hrs aﬂillates own or have owned equrty
mterests or warrants to purchase equrty 1nterests in vanous ‘
entities wrth Wl‘llCl’l the Company does busmess or which
provrdes it w1th products services or programming. Among
these entities are TechTV LLC (“TechTV") Oxygen Media
Corporatron ( Oxygen Media”), Digeo; Inc., Chck21earn Inc
Trail Blazer Inc.Action Sports. Cable Network' (“Actron
Sports”) and Microsoft Corporation. In addition, Mr. Allen and
W1llram Savoy, a former Charter director, were directors of USA
Networks, Inc- (“UsA Networks”), whor operates the USA -
Network;.The Sc1—F i Channel Trio, World News Intematronal "

,,,,,,

less than 1% respectrvely, of the common stock of USA ..
Networks 10 2002, Mr. Allen and Mr: Savoy sold. therr common
stock and are no longer dlrectors of the USA Network In May .
2004, TechTV was sold to. an unrelated third party Mr. Allen
owns 100%. of the equity of Vulcan Ventures Incorporated
(“Vulcan Ventures”).and. Vulcan. Inc. and is the president of
Vulean Ventures Ms. Jo Allen Patton is a director-and' the ’
Presldent and Chief Executive Offider of Viilcan Inc. and i 1s a’-
director and Vice President of-Vulcan Ventures. Mr. Lance-"
Conn is Executlve Vice President of Vulcan Inc and Vulcan
Ventures Mr Savoy was a vice president and a drrector of
Vulcan Ventures-until- his resignation-in September 2003 and he
resigned as. a director of Charter in Apnl 2004 The varlous "
cable,'media, Internet and telephony. compames in whrch

‘Mr. Allen;has invested may mutually. benefit one. .another. The
Company can give no assurance, nor should you expect,that
any of these business relationships will be siiceessful, that the - -
Company will realize any benefits from these relatronshrps or .
that the Company will enter into any business relationships in
the future with Mr. Allen’s affiliated companies.
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“Mr. Allen and his-affiliates; have made; and in the future -
likely will make, numerous investments-outside ‘of’ the Company
and its business. The:Company cannot-assurethat; in the event
that the Company. or:any.of; its: subsidiaries enter into

transactions in-the future with.any:affiliate of Mr. Allen;.such

transactions will be -on terms. as favorable to.the Company.as " .-
terms it might have obtained frori-aniunrelated. third party.- -
Also, conflicts ¢ould arise with respect to ithesallocation:of - .
corporate-epportunities between the; Company.and Mr-Allen-. -

and his affiliates:: The-Company: has:not instituted. any formal . -

plan’or arrangement to-address potential-conflicts of inteiest.
High Speed. Access.Corp. (“High SpeediAccess™) :was a:-.
provideriof:high-speed Internet access services over cable... ...

modems.; During the périodifrom 1997 to 2000, certain Charter -

entities ‘entered-into Internet-access: related service agreements,
and both Vulcan: Ventures, an;entity owned by Mr.;Allen, and.
Charter Holdco made -equity investments:in High, Speed- Access.
On Februdry:28, 2002; Charter’s. subsidiary, CC: Systems;
purchaséd: from High Speed~Access the contracts and associated

assets, and:assumed related liabilities; . that- served the Company’s.

custorhers, including a customier;contact center; network opera-

tions center and provisioning software.:Immediately. prior to: the::

asset purchase, Vulcan Ventures-beneficially owned approxi--
mately 37%, and the-Company beneficially ownéd approxi-
mately 13%, of the cofmon stockjof:High-Speed Access
(including;the shares of commion’ stock which- could: be acquited.
upon- conversion of the Series D preferred stock, andiupon - -

exercise of the warrants ‘owned by:Charter Holdto). Following . -

the .consummation of the'asset. purchase, ‘neither the'Company
nor Vuléan Ventures beneficially. owned any securities, of, or-:-
were otherwise affiliated with,-High: Speed Access.: e
The Company recéives or will receive: programmmg for i
broadcast -via-its-cable systems:from-TechTV {now. G4), USA
Networks, Oxygen Media, Trail Blazers Inc. and Action Sports. -
The Company pays a fee-for the programming, sefvice:generally
~ based on thesnumber of customers.receiving the service: Such. -
" fees. for the yéars.ended Deceniber-31, 2004,:2003. and 2002..: -,

were each less:thans1% of total-operating expenses with ‘the'+ -~

exception of USA Networks whichwwas 2%;:2% and.2% of total-
_ operating-expénses, for thé:years ended December-31, 2004,
2003 and 2002; respectively. In addition,ithe Company receives-
commissions from. USA Networks for-home shopping sales .
generatéd by its customers. Such:revenues. for theyears-ended

" December 31,-2004, 2003.and:2002-were léss than -1%:of total « :

revenues. On:November-5,-2002,” Attion Sports announced that
it was discontinuingits business. The Company-believes that the

failure of Action Sports will net matenally affect the Company 5

business-or.results ‘of operations. % ;

Tech T¥: The Company receives.from. TechTV programming
for, dtstnbutlon via its; cable system pursuant to:an affiliation .
agreement.: The affiliation : agreement-provides, among:other-
things,-that TechTV must, offer Charter-certain terms-and .
conditions that are no less favorable in the affiliation-agreefrent:

* than are givenito-any other distributor that.serves: the same': - =

number of or fewer TechTV viewing customers. Additionally,. . .-
pursuant. to;the affiliation agreement, the Company-was entitled
to incentive payments for channel launches: through Decem- .
ber: 31;:2003. . ‘

In:March 2004 Charter Holdco entered into agreements
with Vulcan: :Programming and: TechTV, which. provide for-
(i) Charter Holdco and TechTV to amend the affiliation
agreement which,ramong other things; revises. the description of
the TechTVinetwork.content, provides for Charter Holdco-to .
waive certain claims against TechTV relating to-alleged. -, © .
bréaches of theaffiliation agreement and provides for TechTV. -
to,make payment of outstanding launch receivables due to .
Charter Holdco under the affiliation agreement,-(ii) Vulcan
Programming;to pay approximately $10 million and purchase
over a.24-month period,.at fair market rates, $2. million of
advertising: time across various cable networks on-Charter cable .
systerm$ in consideration.of the agreements, obligations, releases
and waivers under theagreements and-in settlement of the -
aforementioned claims and (iif) TechTV to'be-a provider of
content relating to technology and video gaming for Charter.s
intéractive television platforms.through December 31, 2006 -
(exclusive for the first year). For the year ended December 31,
2004; the-Company -recognized approximately $5 million of the
Vulcan: Programming payment as-an offset to programming
expense and paid approximately $2 million to Tech TV under
the ‘affiliation agreement.
Oxygen: Concurrently with the execution of a carriage agree-
ment, Charter Holdco entered intg an equity issuance agreement
pursuant to which Oxygen Media LLC’s (“Oxygen”) parent
company, Oxygen Media Corporation (“Oxygen Media™), . ..
granted -a subsidiary of Charter Holdco a warrant to- :
purchase 2.4 million shares of common stock of Oxygen Media
for an exercise price of $22.00 per. share. In February 2005, the
warrant expired unexercised Chartér Holdco was also to receive
unregistered: shares of Oxygen-Media common stock with a :
guaranteed fair market value on:the date of issbance of . .« .
$34-million, on or prior:to February 2, 2005 with the exact date
to be:determined by Oxygen Media, but this-commitment was -
later revised-as discussed below. - ‘

The Company recognizes the guaranteed value of the
investment over the life of the carriage agreement as:a reduction
of programming: expense: For.the years ended-December-31, :.
2004, 2003 and 2002, the Company recorded approximately . -
$13 imillien, $9 million, and-$6 million, respectively;as a
reduction .of programming expense. The carrying value of the. -
Compariy’s investment .in -Oxygen was -approximately $32- mil-:
lion and $19 million as-of Decerhber 31, 2004 and 2003,
respecnvely

In August 2004 Charter. Holdco and Oxygen entered into :
agreements thit amended and renewed the carriage agreement. -
The. dmendment to the carriage agreement (a) revises the -
number of the Company’s customers to' which Oxygen pro- ...
gramming must be carried and for which the Company must
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pay,-(b) rel€ases Charter Holdco from ary. claims‘related to.the
failure to ‘achiéve: distribution benchmarks under the 'carriage+
agreement, (c)requives Oxygen’ to'make ;payment. on outstand-
ing receivables for marketing support fees due to the Company-
under the affiliation agreement;-and (d) requires that Oxygen
provide- its® programming_content to-the Company on:economic:
terms no less:favorable than' Oxygen:provides to any ‘other:cable

or satellite operator havingfewer subscribers than: the Company:
The renéwal of the carriage agreement: (a); extends:the 'period **

that the Company will ‘carry‘Oxygen programming to its~ -
customers through-January -31,:2008,/and (b) réquires license fees

to be paid-Based-oni customers receiving Oxygen: programmmg,

rather than forispécific customer benchmarks:

‘In “‘August 2004;:Charter Holdeo-and Oxygen also. amended
the equity. issuanceagreement to provideifor the issuance. of :
1/million shares of Oxygen PreferredStock with: a liquidation - .~

preference:of $33:10:per share plus-accrued dividends to Charter:
Holdco- on February 1, 2005 in"place ‘of the:$34. million- of '+ - =

unregisteréd shares-of ‘Oxygen Medid éommon stock.. Oxygen 2
Media will deliver:these shares :in. March 2005, The ‘preferred:

stock is convertible into common: stock: after December 31, 2007:

at a conversion ratio, the numérator of which -is-the liquidation -5
preference and' thé denominator.which is the fair market "Value .
per share of Oxygen Media commons stock on the conversion'’
date R R T T A L T R S T e T
Digeo, Inc. In March 2001, Charter Ventures and Vulcan ‘
VenturesIncorporated formed ‘DBreadband Holdings, LLE for-:
the sole purpose of purchasing equity-interests‘in Digeo. In *:
connection:with the'execution of the' broadband ‘carriage
agreement;: DBfoadband Holdings, LLCpurchased an-equity - -
interest in Digeo funded by contributiofs from Vulcan Ventures -
Incorporated.“The equity interest:is'subject’to’a priority return .
of capital o Vulean Ventures:up-to''the’dmount -contributed by
Vulcanr Ventures on:Charter-Ventures behalf.. After Vulcan - -
Ventures:recovers its'amounit contributed and any:cumulative::
loss allocations; Charter Ventures hasa 100% profit interest invi::
DBroadband Holdings, LLE. Gharfer. Ventures is not regiiired to
make-any capitab:contributions] including -capitalcalls; and 'may !
require Vulcan Ventures, through January 24,:2004;:t0 make -
certain additional ‘contributions.through DBroadband:Holdings,
LLC to acquire additional ‘equity in-Digeo a5 necessary to- .=
maintdin Chartef Ventures” pro rdta interest in Digeo in: the:~ .~
event :of certain‘future Digeo equity financings by the founders.
of Digeo. Thes¢-additional equity. interests-are‘also: subject to a
priority: return-of:capital to Vulcan: Nentures"up'tot amounts <
contributed by *Vulcan Ventures:on. Charter Ventures’ behalf.
DBroadband Holdings, LLC is therefore not included in the
Company’s consolidated ﬁnanmal statements. Pursuant to an--
amended version of.this; ammgement, in-2003; Vulean. Ventures
contributed :total of $29 million-to Dlgeo, $7 million-ofswhich &
was contributed-on:Charter Ventures’ behalf; subject forVulcan
Ventures' aforementioned- priority: return. Since: the formation “of -
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DBroadband Holdings, LI:C, Vulcan ‘Ventures ‘has contributed
approximately: $56 million on Charter Ventures” behalf. <+
" On June 30, 2003, Charter-Heldco entered into.an -
agreement with Motorola, Inc. for the:purchase of 100,000.
digital video'recorder (“DVR")"units:'The software for-these: ¢
DVR units‘is being suppliéd:by Digeo Interactive] LLC:under a
license agreément entered -into:in April'2004. Underthe:license’
agreement Digeo Intetactive. granted to Gharter Holdco the .=/
right f0-use Digeo’s propriétary. software for the :number of: -~ =
DVR wunits that Chatter-deploys' from a maximuim of 10 .7 |
headends:through ‘year-end:2004, This ‘maximum: number of :
headends was incieased from 10 to 15 pursuant:to a {étter*!
agreement ‘executed-on June-11; 2004.and the- date for-entering: "
into- license agreements for-units deployed-was exterrded to.s
June 30, 2005: The numbet of:headends.was incteased agains; *
from 15 to’20. pursuant to. a letter:agreement-dated August 4, »
2004, from20: to 30’ pursiant-to-a letter agréement.dated v 112"
September 28, 2004 and from:30.to 50 headends by a letter
agreemment in ‘February 2005: Theclicénse granted for &ach.unit *
deployed under the agreement:is:valid forfivé: yeats: In-addition,
Charter will-pay: certain' other-fees:including a-per-headendr:..2"
license: fee and.maintenance fees. Maximum license and’ mainte- :
nance fees ‘during the térmof the agreementdre ‘expected to be"
approximately $7:million: ‘The agreement provides that Charter™
is entitled to:receive-contrdct iterims, considered :on-the whaole,r..:
and license fées; considered apart from: other ‘contract: terms, no"
less favorable than those acCorded to.any other Digeo customer.
Charter-paid .$474,400 in licéhse.and maintenance fees 'in 2004.
+::.In April 2004, the Company:launched DVR service:(using .
units ‘containing’ the Digeo software)-in:its-Rochester, Minnesota
market using a -broadband media ceriter that is’an"integrated:set-
top terminal with-a-cable converter,: DVR ‘hard. drive"and i
connectivity toother consurner electronics de'vices3(such ast i
stereos MP3:players, and «digital cameras):-i = ..~ ‘

i In:May 2004, Charter-Holdco ‘enfered intoa bmdmg term':
sheet with Digeo Ihteractivefor. the developmeént,testing and .
purchise of 70,000 Digés’ PowerKey DVR-units.. The tei‘m/sh‘eet
provided that the :parties ‘would- proceed-in’ good faith to == #1.+
negotiate, prior.to'year-end 2004, defiriitive ‘agreements for the .
developinént, testing and purchase’ of the' DVR:units:and. that:" .
the parties would enter-into’a.license agreement fat Digeo’s = '
proprietary 'software on-terms' substantially similarto the terms v
of the:license agreement described :above."In November: 2004;:: 5
Charter Holdcoand Digeo Inféractive exécuted the license - r:o
agreementiand in December 2004:ithe parties executed the .-
purchase -dgreement;:each on terms.substantially-similar to the- :
binding term'sheet.Product developnient and testing’is continu-’

ing. Total purchase price and license’and maintehance: fees. -
during: thesterm of the:définitive-agreements. are expected'to bet
approximately $41. million. The definitiveragreements sare termi-
nable at no’ penalty té:Charter in certain- circumstances: - :
A wholly. owned subsidiary. of Digeo, Digeo Inferactive;: -
ptovides-interactive ‘channel (i-channel) service'to Charter onta
month:to-month basis: Th the.years ended. December 31, 2004, "
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2003 and 2002, Charter paid: Digeo. Interactive $3 million,.
$4 million;and,$3; million, respectively, for cus,tomized,de,velop{ .
ment of i-channels,and an interactive “toolkit” ;to-enable Charter;
to develop interactive- local content. o

On January 10,2003, the Company 31gned an agreementwto,
carry two aroundsthe-clock, high-definition networks, HDNet..
and. HDNet Movies: HDNet Movies. delivers.a commercial- free
schedule -of full-length feature films. converted from 35mm.to
high-definition, including titles from an extensive library-of .
- Warner.Bros. “films.. HDNet Movies will feature;a mix of -

CA " theatrical releases; made-for-T'V. movies, independent films: and
" shorts. The HDNet: channel features a variety.of HDTV. .- -

_programming, including live sports, sitcoms, dramas, action‘~

- series, documentaries, travel programs, music concerts.and ;..

shows, special events,-and news features including HDNet . .. -

+World Report. HDNet also offers a selection of classic and
_recent television series. The Company paid HDNet and HDNet

. Movies approximately $0.6 million in 2004. The Company

‘Bélieves that entities controlled by Mr. Cuban owned approxi-

¢ mately 81% of HDNet as of December 31, 2004. As of

'December 31, 2004, the Company- believes that Mark Cuban;-

" co-founder and’ ‘president of HDNet, owned ‘approximately 620"
", of the total common equrty in Charter based on a Schedule 13G
ﬁled with the SEC on May 21, 2003.

% Certdin related parties, including mémbers of the board of

duectors and officers, hold interests in the Company’s senior
;-'convertrble debt and senior notes and dlscount notes of the -

T,,‘Companys subsidiary. of. approxrmately $59 6 million of face ,

“ valjelat Décember 31,2004

Bresnan Communications Company Limited Partnership in

As part of the acquisition of the cable systems owned by

February 2000, CC VIIE LLC, Charter’s indirect limited lrabrhty o
-company subsidiary, 1ssued after adjustments 24,273,943 N

“Class A preferred membershlp units (collectively, the “CC VIII .

interest”) ‘with @ value and an initial capital dccount of
proXitfiately $630 million to certain sellérs affiliated with'"
-AT&T Broadband subsequeiitly owned by- Comcast Cotpora-
:.- tlonr' (the “Cormicast sellers”). While held by the ‘Comcast sellers,

#HE'CC VI interést was entitléd toa 2% priority returfi‘on its

;lmtral capital account and such priority return was entitled to

- preferentjal distributions from available cash and upon hqurda—

‘tion of CC VIIL While held by 'the Comcast sellers, the CC VIII
interest: generally did not share in the proﬁts and losses of CC
’Iﬁ ‘M Aflen érabted the Comcast sellers the’ nght t6 sell to -
the CC VIII isiterest for approximately $630 million plus -
5% intérest annually from February 2000 (thé “Comcast put ™
» ght”) In Aprll 2002, the Comcast sellers exercised the’ Comcast
"PUt nght in“full, and this transaction was consumimated on - _
Tine’6, 2003, Accordmgly, Mzr.‘Allen has become the holder of .
f'“P CC*Vill'interest, mdrrectly ‘through an affiliate. Conse-
,“‘.lently, subjeét to the matters referenced in thé next paragraph
M Allen generally thereafter will be allocated his pro rata share
{8704 Hurhber of membershrp interests outstandmg) of
“Oﬁts or losses of CC VIIL In the event of a liquidation of

CC VIIL, Mr. Allen would be entitled to a priority distribution
with respect to, the 2% priority return (which -will continue to
accrete).'Any remaining dlst_trbutrons in liquidation, would be
distributed to CC,V Heldings, LLC and Mr. Allen‘in proportion
to. CC V. Holdings; LLC’s, capital account and Mr. Allen’s capital
account- (which will equal,the initial capital account of the .
Comcast sellers of approximately $630-million, increased or
decreased by Mr. Allen’s pro. rata share of CC VII's profits or
losses. (as-computed for capital .account- purposes) after June 6,
2003). The limited:liability. company agreement of CC VIII does:
not provide for-a mandatory.redemption: of-the CC-VIII interest.
An issue has arisen as to whether-the documentation for
the Bresnan transaction: was correct and complete;with regard
to- the ultimate ownership of the.CC :VIILinterest following .
consummation ;of, the Comcast; put- nght Specifically, under, the
terms of the Bresnan transactlon, documents that were entered-
into in June 1999, the Comcast sellers originally would have
received, after adjustments, 24,273,943 Chartei Holdco 'member-
ship units, but due to an FCC regulatory issue raised by the
Comcast sellers shortly before closing, the Bresnan transaction,

-~ was ‘modified to provide that the Comcast sellers instead would
Técéive the preferred equity interésts in CCVIII represented by
“the CC VIII intérest. As part of the last-minute changes to the

Bresnan transaction documents, a draft amended version of the
Charter Holdco limited habrhty compdny agreement was.pre-
pared, and contract provisions Were drafted for that dgréement
that would have required an automatic exchange of the CC VIII

interest for 24,273,943, Charter. Holdco membership units if the

Comcast sellers exercised the Comcast put right and sold the
CC yvur 1nterest to Mr.’ Allen or his affiliates. However the

. - provisions that, would: have, requrred this-automatic exchange did
not appear in the-final vefsion of the’ Charter Holdco limited -

" habllrty company agreement that was dehvered and ‘executed at

the closing of the Bresnan transactron The law firm that
prepared the documents for the: Brésnan transaction: brought
this mhatter to'the" attentlon ‘of ! Charter ‘and representatlves of
Mr.-Allen in 2002: ST o

.. Thereafter, the board of drrectors of Charter formed a
Special Committee. (currently compnsed of Messrs. Merntt .
Tory and Wangberg) to investigate the matter and take any
other appropriate action on behalf of Charter with respect to
this matter. After conducting an investigation of the relevant
facts and circumstances, the Specral Committee determined that
a “scrivener’s error” had occurred in February 2000 in connec-
tion with'the preparation 6f the last-minuté revisions ‘to the
Bresnan transaction documents and that, as a result, "Char‘ter
should' seck  the reformation of the Charter Holdco limited
liability company’ agreement, or alternative relief, i in order to
restore ‘and ensure the obhgatlon that the CC VIII interest be
automatlcally exchanged for Charter Holdco unifs. The Special
Commrttee further ‘determined that, as part of such_contract
reformation or alterfative relief, Mr. Allen’ shiould be reqmred to
contribute the CC VIII interest to Charter Holdco in exchange
for 24,273,943 Charter Holdco membership units. The Special

T V
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Committee also recommended to the board-of directors of
Charter ‘that, to the extent the contract fefotmation is achieved,
the board -of directors-should consider whether the GG VI :
interest should ultimately be held by:Charter Holdco: or Charter
Holdings 'or-another-entity- owned directly or indirectly by them:

Mr. Allen disagrees with'the Speeial: Committee’s: determiz - -

 nations described above ‘and has so'notified the’Special ~ - )
Committee.’ Mr. Allen contends-that the-trarsaction is accurately
reflected in the transaction documéntation and contemporane—
ous and subsequent company. publrc disclosures.

The -parties engaged in'a process of rion-binding mediation:
to seek-to resolve this matter, without success. The Special’
Committee is‘evaluating what further actions or:processes it: =
may undertake to resolve this dispute. To'accommodate further
deliberation, each party has agreed to refrain from initiating -
legal proceedrngs over tlus matter untrl‘ rt has grven\at least ten

R .-

’cummxtments and CGntlngenmes

days’ priot tiotice to the other. In addition, the Special "+
Cominittee’ arid‘Mr. Allen have determined ‘to: utilizé the -
Delaware- Court:of Chancery’s program-for:mediation of
complex business disputes in an-effort to resolve the. CC VIII
interest dispute. If the Special Committee ‘and Mr. Allen dre
unable’to reach.a resolution: through that:mediation process or
to-agree on an dlternative dispute ‘resolution process, thé Special
Comnittee intends to seek resclution of this dispute through :
judicial proceedings in an action that'would-be ‘commenced,

after apptopriate: notice, in' the*Delaware’ Court of Chancery + ™

against’Mr. Allen and his affiliates seeking’ contract reformation, .
declaratory relief as'to the respective rights: of the parties - -
regarding this dispute and alternative forms -of legal and
equitable:relief The ‘ultimate resolution "and financial 1mpact of
the dlspute are not determinable at this time. - v

-

A
PRI P

L‘nmmltments

The followmg table summarizes the Company s, payment oblrgatlons

as of December 31 2004 for its., contractual oblrgatxons

B T g T s TR

T

: B Total 7 2005 2006 2007 200877 2009" ¢ Thereatter
ContractualOblrgatxons 5ot B b Do
Operating and. Capital Lease. Oblrgatlons : .8 .88 §$.23 $ 17"» $13 810+ 8§ -7 $18
Programming Minimum Commitments® . 1579 318, 344, . 375 308~ 234 . .. —
Other® o . . 22 62 50 47 25 2l 67
Total L N T . $1,939 | $403. $411 9435 $343 . $262 . $85

1 The Company leases certain facilities and equipment:under noncancellable operating leases, Leases and rental costs charged to expense. for the:years ended December 31,

2004, 2003 and 2002 were $23 mllljon, $30 million and $31 rrulhon, respectlvely

D The Company pays programmmg fees under multr—year Contraéts ranging from three to six years typrca]ly based on a flat fee per customer, which may be ﬁxed for the
term or may in some-cases,-escalate over the term. Prograriiming costs included in the accompanying statémént of operdtions were $1.3 billion; $1.2 billi6h and ™ :
$12.billion for.the years- ended December 31, 2004, 2003 and 2002, respectively. Certain of the Company’s programming agreements are based on & flati fee per mont.h or
have gua.ranteed minimum payments. The table sets fonh the aggregate guaranteed minimum commitments -under the Company's programrmng contracts

& “Other” represents other gudranteed minimur oomn’utments whrch consxst pnmanly of comnutments to the Company s b\llmg services vendors =

PR LA I
The followrng 1tems are not mcluded in the contractual
obligation table due to various factors discussed below. How-...
ever, the Company incurs these costs as part of its.operations:

¢ The Company also rerifs utrhty ‘polesused in its operatrons.
Generally, polé‘rentals aré’ cancelable on short notice, but- ‘
the Company anticipates that such rentals will récur. ‘Rent
expense inclrred for pole renital 4ttachrhents for the’ years
énded December 31, 2004; 2003 and 2002, was $43 mxllron,
:"$40 mrllron and $41 mlllron respectrvely ’

o The Company pays franchrse fees under multr-year e
franchise agreements, based on. a percentage of revenues :
earned from video service per; year. he Company also
pays . other franchise, related costs, such as publrc educatron
grants under multl-year agreements Franchrse fees and
other, franchrse-related costs included in the accompanylng
statement of operatrons were $164 mlllron $162 mrlhon and
$160 million for the years ended December 31, 2004 2003
and 2002 respectlvely ..

PSR
Ched

by Charter prior to the date of this annual report

o The Company also has 5166 mrllron in letters of credrt
primarily to its various worker’s. compensation, property .
.casualty and general liability carriers as collateral for
,, reimbursement-of claims. These letters. of credit reduce, the
' amount the, Company may borrow under its credit facilities.

ngahon N : gy e
Fourteen putatrve federal class actron lawsurts (the “Federal i B
Class Actrons ) were ﬂled agamst Charter and, certain of its’
former and present ofﬁcers and. dlrectors in various Jlll‘lSCllCthnS
allegedly on behalf of all purchasers of Chaner s, secuntres Y
durmg the perrod from either November 8or November 9 1999
through July 17 or july 18, 2002 Unspecrﬁed damages were -
sought by, the plaintiffs. In general the lawsuits, alleged that ‘
Charter, utrlrzed mrsleadmg accountmg practrces and failed to
disclose these accounting practices and/or issued, false and .
mrsleadrng financial. statements and press releases concemmg
Charters operations and prospects The Fi ederal Class Actrons
were specifically and individyally. identified i in publrc ﬁlmgs made

Dot

F-36

O A= o~ o, .

oo s o=

—
~

> 8

ar

“g,
Cir
ag
for
latc
pla
fidh
intc
on

Star
aga
as v
that
failr

prox




CHARTER COMMUNICATIONS, INC. AND SUBSIDIARIES

2004 FORM 10-K

Notes to Consolidated Financial Statements (continued).. -« . - ..

. In October 2002, Charter filed-a. motion with the Judicial . ::
Panel -on Multidistrict Litigation (the “Panel”) to transfer the
Federal Class. Actions to the Eastern; District of Missouri. On
March i12; 2003, the Panel.transferred the:six Federal
Class ‘Actions not filed in the Eastern:District ‘of Missouri to:that
district for. coordinated -or consolidated ‘prétrial proceedings with-
the eight Federal Class Actions alreadypending.there. The
Panel's transfer’ order assigned therFederal Class' Actions to:.

: Judge Charles A. Shaw. By.virtue .of a prier. court order; .- .5

StoneRidge Investment Partners LLC. becamé lead plaintiff upon.
entry.of the Panel’s transfer order. StoneRidge 'subsequently-filed
a Consolidated. Amended Complaint.. The Court subsequently:...
consolidated the Federal Class Actions:inte.a single action:(the -
“Consolidated: Federal Class Action”) for pretrial purposes: On- -

. June 19, 2003, following a status-and:scheduling conference with

the :parties, the Court issued a:Case:Managenient Order setting:
forth a schedule for the pretrial phasé;of the Consolidated.:: s .

| Class.Action. Motions-to dismiss the, Consolidated Amended .-

Complaint were filed: ‘On February 10;2004; in response to a

" joint:motion:made by StoneRidge-and defendants, Charter, -

Vogel and Allen, the court entered-an-order providing, among :
other. things, that: (1) thie parties who filed such’motion engage
in a mediation within. ninety (90).days; anid (2) 'all proceedings:
in the ‘Consolidated ‘Federal Class Actions were stayed until " © .
May 10, 2004..On May 11, 2004;:the.Court extenided:ithe stay in'
the Consolidated Federal Class-Action foran additional sixty, =
(60) days. On July 12, 2004; the parties submitted a joinit-motion
to again -extend theistay, this time until-September-10, 2004.
The.Court granted that extension on July 20,.2004. On"

- August 5, 2004, Stoneridge,Charter and the:individual:defend-
" ants'who were the subject of:the suit entered into’ a Memoran- -

dum of Understanding setting. forth agreements in principle to.
settle the Consolidated Federal Class Action. These parties -
subsequently entered 'into Stipulations of Settlement dated as of
January 24, 2005 :(described more fully below). which’ mcorporate

- the terms of the August 5, 2004 Memorandum of

Understanding. .. .° 7ot ST

On September 12, 2002 a shareholders derlvatwe suit. (the
“State’ Derivative Action”) was:filed in:the Cifcuit.Court of the . "
City of St:.Louis, State of Missouri {the “Missoufi: State.Court”) -
against Charter and itsithen current-directors, as well as its :. .
former auditors. A substantively-identical derivative action.was:
later filed and consolidated into the Stite Derivative. Action.;-The

- plaintiffs: allege: that- the individual defendants breachied their . «
" fiduciary-duties by failing to establish:and: maintain adequate

internal controlsrand procedurés. Unspecified damages, allegedly
on Charter’s behalf,: were sought by the plaintiffs. T
On March 12, 2004, an action;substantively identical to the
State Derivative Action was filed in the Missouri' State Court,
against Charter and: certain of its current and former directors; -
as.well as its former auditors. The plaintiffs in that case alleged- -
that the individual defendants breached their fiduciary duties by..
failing to establish and maintain adequate internal controls and : -
procedures: Unspecified damages, allegedly on-Charter’s behalf;
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were:sought by. plaintiffs. On July 14, 2004, the Court
consolidated this case-with the: State. Derivative Action. . i

Separately, on February 12, 2003, a shareholders derivative
suit (the.{'Federal Derivative Action”) was filed against Charter . *
and its:then current directors in the United States District: Court
for the: Eastern: District of Missouri.. The plaintiff in that suit
alleged-that: the.individual defendants breached theéir fiduciary
duties and grossly mismdnaged Charter by failing. to establish
and maintain:adequate internal controls and procedures.

-7, As'noted-above, Charter entered :into Memoranda of .
Understanding;on-August 5,:2004 ‘setting forth agreements in :-
principle regarding -settlement of the Consolidated Federal = - .
Class :Action; the State-Derivative Action(s):and the Federal.
Derivative:Action (the;“Actions”). Charter and various other. .. -
defendants: in those actions subsequently entered into Stipula--" .;
tions-of Settlément. dated ‘as of January 24,.2005, setting forth a3/
settlement of the Actions in.a.manner consistent with.the terms
of the Memorandum-of Understanding. The Stipulations of - '
Settlement; along with:the. vatious supporting documentation, .
were filed swith-the Court.on February 2,.2005; The 'Set.tlements'»
provide that, in exchange for a release ofall clainis by plaintiffs .
against. Charter:and-its former. and-present officers and directors
named in the Actions, Charter will pay.to the plaintiffsa i -3
combination:of cash and equity collectively valued at $144 mil-
lion,. which will include the fees and :expenses of plaintiffs’ .- -
counsel. ‘Of this-amount,.$64 million will/be paid in cash-(by. - ..
Charter’s ;insurance carriers) and the:balance will be paid in . -
shares of Charter Class A commonrstock having-an-aggregate:,
value of $40 million and ten-year watrrants:to:purchase shares of
Charter. Glass ‘A ‘common stock hdving an aggregate warrant :..
value of1$40: million: The warrants would have-an exercise price:
equal to 150% of the fair'market value-(as*defined) of Charter
Class. A -.common stock as of the date of the entry of the order -
of final judgment approving: thé settlement. In addition, Charter
expects. tosissue. additional shares of its Class ‘Arcommon stock™ -
to its insurance carrier having an aggregate value of $5 million. -
As-a result, in the second quarter. of 2004, the Company.
recorded a.$149 million-litigation liability within other long-term
liabilities and.a:$64 million insurance receivable.as part-of.other:
non-current:assets-on its consolidated balance sheet and an-
$85 million special.chdrge on its consolidated statemént-of - ..:
operations. Additionally, as part of thesettlements, Charter. will:.
also commit to a variety-of corporate governance charges; !
internal practices and. publi¢ disclosutes, some of which have -
already been undértaken and.none of which are inconsistent:.
with measures Charter i takitig in.connection with. the recent -
conclusion of the SEC 'investigation: described below. Docu- .- :
ments related to the settlement of the Actions.have now been
executed and-filed. On February: 15, 2005, the United States . - .
District Court for the Eastern-District of:-Missouri gave . .-
preliminary :approval 'to-the settlement of the Actions. The: ..
settlement of each: of the lawsuits. remains conditioned upon;:
amiong’other things; final judicial approval of the settlements. -
following notice to- the class; and dismissal,- with prejudice, of
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the consolidated derivative actions now pending in Missouri- -

State Court, which are related :to:the Federal Derivative-Action.
In-addition to the Federal Class Actions; the State..i«

Derivative Action (s); the new Missouri State<Court derivative

action and' the Federal Derivative Action,.six putative class::

action lawsuits' have been filed against Charter and certain-of its:
then ‘current directors-and.officers in the Court of Chancery. of i:
the State of Delawadre (the “Delaware Class Actions™): The ..o,

lawsuits were filed- after. the filing of a 13D -amendment: by ::
Mr. Allen indicating that he was exploring a numbér-of poésible
alternatives with respect to restructuring or expanding his. - -

ownershipfinterest in: Charter. Charter. believes.the plaintiffs - «i:
speculated that Mr::Allen might have been>contemplating'an:
unfair bid for shares of Charter or some’ other sortsof going i+
. private transaction on unfair terms’and generally: dlleged. that the

defendants. breached their fiduciary duties by: participating-in*or
acquiescing to such.a transaction. The lawsuits, which are ' .

substantively .identical, were ‘brought on behalf 6f:Charter’s - i -

securities  holders-as of July 29, 2002, and sought unspecnﬁed‘

damagesiand possiblé!injunctive relief.:However,:no.such:..i s

transaction by Mr. Allen has been presented: On April:30, 2004,

orders:of dismissal without prejudice were entered in each of

the Delawdre Class. Actions, .~ = s Bt
- In- Augusti2002; Charter beca.me aware of a grand jury

investigation being conducted by the U.S. Attorney’s Office-for ..¢

the Eastern'District 'of- Missouri ‘into .certain -of its:accounting:.: -
and reporting prdctices, focusing on-how: Charter reported:,.::
customer-numbers<and its reporting of amounts received frome:
digital set-top-terminal:suppliers for advertising. The { 2. % .l
U.S. Attorney’s. Office has publicly stated that Charter:iginot a .
target of-the investigation. Charter was also advised: by the = | -
U.S. Attorney’s Office that'no. current officer: 6r merriber of its:
board -of directors is a tatget of the investigation: On July 24;... .
2003, a federal grand jury charged: four former. officers.of
Charter with conspiracy and mail and wire:fraud, alleging ;.
improper accounting and reporting-practices-focusing on- reve- -
nue from- digital set-top terminal suppliers-and inflated -customer
account numbers. Trial was set for February:7;: 2005.:Subse-.
quently, each of the indicted former officérs pled: guilty to single.
conspiracy counts related to the original ‘mail.and-wire. fraud
charges -and :are awaiting sentencing.-The: Company is fully
cooperating with the investigation. . = .. os o
On-November:4,.2002, Charter received -an mformal non- .
public inquiry from the.staff of the Securities and Exchange
Commission (“SEC”). The SEC issuéd a.formal order of’
investigation dated January;23,2003, and subsequently served .. --
document and testimony subpoenas on Charter-and.a number .
of its former employees. The!investigation-and’subpoenas -~ -
generallyiconcerned Charter’s:prior reports with réspect to'its".. .
determination of the number.fo_f customers, and 'various of ifsi:
accounting policies and “practices including its ‘capitalization of
certain expenses and:dealings with certain’ vendors, including
programmers .and digital set-top terminal:suppliers. On- July 27; .
2004, the SEC and Charter reached a final agreement to settle

the investigation. In the:Settlement Agreement and Cease and
Desist Order; Charter. agreed to-entry. ofian administrative.order
prohibiting -any future violation of United: States-sécuritiesilaws
and requiring certain ‘othér remedial-internal practices'and . . .
public disclosiires; Charter:neither admitted rior: denied any .
wrongdoing,-and:the:SEC assessed.no fine against.Charter. - .+
Charter is generallyrequired torindemnify éach ofithe:. . .
named- individual-defendants inscorinection: with:the matters
described-above pursuant to the terms of its bylaws-and:(where !
applicable) such; individual: defendants™ employment agreemients.
In dccordanceswith:these documents, in:connedtion with the .-

pending: grand jury: investigation,the. now ‘settled SEC inivestiga-

tionand the above described.lawsuits, some of Charter’s .ciirrent:
and former directors -and:cuirent:and formeriofficers. have been”™"
advanced: certain costs and-expenses. incurred. in coninéction with
their defense.: Om:February' 22;.2005, Charter filéd suit against -

four of its former officers:who were indicted in' the course. of the
grand juryrinvestigation: These-suits:seek to recover the legal .:!.
fees.and other related-expenses advanced to:these individuals by.

Charter: for the grand jury investigation, SEC: mvesugatlon and v(

class:action and related lawsuits.« . 0 Lo 0

“:_In October 2001, two customers; lekkl Nlcholls and'
Geraldme M. Barbér, filed-a class:action suit against- Charter .
Holdéo in South Carolina. Court-of Common'Pleas (the “South"’
Carolina Class' Action”), ;purportedly. on ‘behalf of a class of - - .
Charter. Holdco’s .customers, .alleging ‘that-Charter Holdco~2r -
improperly charged them a wire maintenande fee without &
request of permission: Théy also claimed that Gharter. Holdco
improperly:required them to.rentanalog and~/or idigital set-top
terminals .even- though their television sets were “cable ready.”. A
substantively identical case was filed inithe Superior Court of -~
Athens < CGlarke County, Georgia:by Emma S. Tobar on
March 26,:2002.(the “Georgia Class: Action”); alleging.a +, " -
nationwide . class for these claims.. ChartersHoldco removed the::

South:-Carolina Class, Action/td the United States Distriét Court:_

for the District of South: Carolina'in November 2001, .and - .
moved to dismiss the suit in December 2001. The federal judge
remanded the: case to- the South Caiélifia Court:of Common
Pleas in August 2002 without ‘ruling on the‘motionto:dismiss!™"
The plaintiffs subsequently inoved for a'default judgment, i» - :
arguing ‘that upon return. to state court,.Charter Holdco should
have, but ‘did not file'a-new motion. to dismiss. The state court’
judge granted the plaintiffs motion over Charter Holdco's ..
objection in September 2002, ‘Charter.Holdcosimmediatelys. -
appealed;that decision to-the South-Carolina: Court of’ Appeals
arid the:South Carolina: :Supreme Court, but those courts ruled: -
that until a final judgment was ‘entered. against Gharter- Heldco &
they facked jutisdiction to hear the appeal. T

‘In January'2003,:the Court of Common Pleas granted the:
plaintiffs’ motion for class certification. In October ‘and No,vem;
ber 2003, Charter Holdco filed motions.(a):asking that court to
set aside the default' judgment, and (b) seeking dismissal of :
plaintiffs’:suit for failureto state a c1a1m In’ January-2004; the
Court-of Common Pleas granted in part and'denied.in part -,
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Charter-Heldco’s motion to dismiss for failure to-statéva:claim:!”
It. also:took under advisement :Charter. Holdco'si motion to:set '

aside the:default judgment..Int April 2004, the. parties to:both'the
Georgia and South:Carolina Class. Actions ‘participatedsin a .- -

mediation. The mediator made a proposal-to: theiparties:to:. | i

settle the lawsuits. In May 2004, the parties accepted the

mediator’s proposal and reached a tentative: settlement, subject
to final documentation 'and court approval. H5'Y resdit of th
tentative settlement, we recorded-a special charge of $9 million

.in:our consolidated statement of operations in the first quarter
of 2004. On July 8, 2004, the Superior Court of Athens — Clarke

County, Georgia granted a motion to amend the Tobar
complaint to add Nicholls, Barber and April Jones as plaintiffs in
the Georgia Class Action and to add any potential class
members in- South Carolina. The court also granted prelimjna'ry
approval of the proposed settlement on that date. On August 2,

2004,..the.p parhes submitted.a joint request.to.the.South.Carolina... ..

Court of Common Pleas to stay the South Carolina

Class Action pending final approval of the settlement and on
August 17,2004, that court granted the parties’ request. On
November 10, 2004, the court granted final approval of the
settlement, rqectmg positions advanced by two objectors to the
settlement.-On December 13, 2004 the court entered a written
otder formally approvmg that settlement. On January 11, 2005,
‘certain class members.appealed the order entered by the -

- Géorgia court. That appeal was dismissed on_or about .F.t?bm;w )
ary 3, 2005. Additionally, one of the objectors to this settlement

recently filed a similar, but not identical, lawsuit.
_Furthermore, Charter is also party to, other Jawsits ‘And *

clalms that arose in the ordinary course of conducting its

business. Iri the opinion of management, after taking into

- account recorded liabilities, the outcome of these other lawsuits

and claims are not expected to have a material adverse effect on
th}e Company’s consolidated financial condition, results of
operations or. its liquidity..

. (Regulation in the Cable!Industry

{The operation of a cable system is extensively regulated by the
‘Federal Communications Commission (“FCC”), some state

.igovernments:and most:local governments. The FCC has the
' authonty to-enforce: 1ts .regulations through the imposition of
substantlal ﬁnes the issuance of cease and desist orders and/or

the imposition of other administrative sanctions, such as the
revocatlon of FCC hcenses needed to operate certain transmis-

25 REDENTLY |SSUED RCCOUNTING STANDARDS _

sion facilities used ifi*Bonnéction with ‘cable’ opératicns. The

1996 Telecom Act altered the’ regulatory structure governing the'
natrons commumcatrons provrders It removed bamers to
competltron m both ecable telev1sron market and the local

5

IS

cable rate regulatlon and encouraged additional competition in
the video programmmg industry by allowing local telephone
compames 0 prov1de video programming in their own tele-

) phone sérvice areas.

The 1996 Telecom Act required the FCC to undertake a
number of implementing rulemakings. Moreover, Congress and
the FCC have frequently revisited the subject of cable. regulatron'
Future legislative and regulatory changes could, adversely;aifect
the Company’s operations. S el -

R R

‘24, EMPLOYEE BENEFITPLAN Lo

The Company’s employees may ‘participate-in the Charter - =
Communications, Inc. 401(k) Plan. Employees that quahfy for N
participation can contribute up to 50% of their sa]ary ona pre—
tax basis, subject to a maximum contribution hmlt as determmed
by the Internal Revenue Service. The Company matches 50% of
the first 5% of participant contributions. The Company made ;
contributions to the 401(k) plan totalmg $7 million, $7 mllllon E
and $8 million for the years ended December 33, 2004 2003
and 2002, respectrvely

. vIn December:2004, the Financial Accounting Standards Board

issued the revised SFAS No. 123, Share — Based Payment, which
addresses the accounting for share-based payment transactions
in which a company receives employee services in exchange for
(a) equity instruments of that company or (b) liabilities that are
based on the fair value of the company’s equity. instruménts ot

_ that may be settled by the issuance of such equity instrurents.

This statement will be effective for the Company beginning . -
July 1, 2005. Because Charter adopted the, fair value recognition :
provisions of SFAS No. 123 on.January 1,:2003, the Company

~ does not expect this revised standard to have a material impact

on its financial statements.

Charter does not believe that any other recently 1ssued but
not yet effective accounting pronouncements if adopted would
have a material effect on the Company’s accompanying ﬁnanc1al
statements.
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26. PARENT COMPANY ONLY FINANCIAL-STATEMENTS -~ . - ..~ . The following:condensed parent-only financial.statements of

’ ‘ Charter account; for the investment in. Charter Holdco under the
equity method' of-accounting. The financial statements should be
read in conjunctionswith the consoélidated financial statements of

As the result of llmltatlons on, ‘and prc h'b'_ttons of, dlstnbutxons
substantially all of the net assets of the consohdated subsxdla.nes

are restrlcted from dlstrxbutlon to Charter e arent com an ‘
rrrrr p P y the Company:and: notes thereto: B O

Charter cummumcatlons, Inc. {Parent Company 0nly)
L‘ondensed Balance Sheet . ,
Ty “* Decémber 31,
G s T g0

aE

Assets : - ‘ v ,
Cash and cash equlvalents SR e o S » e i o R SR S
Receivable from-telated party’ /UL e T T ‘ PR 20 . Q
Investment in Charter Holdco S S Cemrsto BT T IR PUUU B
Notes receivable from Charter Holdco o e - © 1073 828

. $1,093 .$ .838

Liabilities and Shareholders Deficit ., L S S SR PN

Current liabilities ‘ L P e ey 82 S 10
Convertible notes: T e e e . 9% 774
Deferred income taxes L o . ; I . S B 149
Losses in excess ofmvestment Jo e e R T . 4406. . 25
Other long term liabilities -~~~ -~ =7 7 L - o L. =
Preferred stock — redeemable ST ‘ L l o S L 55
Sharehioldérs’ deficit ©~ -~~~ - - T T L e _ (aa08) . (a75)

Total lisbilities and sharcholders’ deficit _ o .. %1093 $. 838

G «it. .Condensed Statement of Operations . o I ‘
. O S ) T " Year Ended December 31, '

. L ST ' 004 2003 3002

Interest income. . | e o ] »-K‘ o $ 52‘ 5 69§ 7
Management fees . e s A SR P 15 | gy E g *
Total revenues: Do st TanBen oy o R T i 80 . . 85
EXPENSES - T Lo N .
Bquiy in losses of Charter Holdeo ~ -7 = 0 700 S e (359 (2922)
General and administrative expenseSN B N DR e s e (18) o (1) (9)
Interest expense' A S - T o . . o @9 . (65 @3
)
)

Total expenses Lo e B Gullo. a0 (4,851) 0 (435) -+(3,004)
Net loss before income taxes I B T e T (4488 (355)  (2.919)
Income. taxes C S e R ‘ SR L0 e B 1430 11T 405
Net loss ' o T e (23 T (2519)
Dividend on preferred equity ' oo @ (4 (3)
Net loss after preferred dividends $(4,345) $ (242) '$(2,517)

om——
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I .

‘ Condensed Statements of Cash Flows

<

Year Ended December 31,

2004 2003 2002
CASH FLOWS FROM OPERATING ACTIVITIES: . " !
' Net loss after preferred dividends $4,345) $ (242) $(2517)
Equrty in- losses of Charter Holdco .. 4,488 359 2,922
'i Changes in operating assets and liabilities 1§ ) ()] 10,
- Defesred income taxes (143) (17 (405)
Net cash flows from operating activities (1) 9) 10
CASH_FLIOWS FROM INVESTING ACTIVITIES: T '
( Receivables from Charter Holdco (863) — —
i Payments’ from Charter Holdco 588 ... — —
' Investmeént-in Charter Holdco -, 2  — —
" Net cash flows from investing aictivities“ (21) — —
CASH FLOWS FROM FINANCING ACT IVITIES ' ,
Issuance of convertible notes - 863 - — —
Paydown of convertible notes ‘{‘(58.8)“_ Co .
Net proceeds from issuance of common stock EE — —
Net cash flows from ﬁnancmg activities 277 — —
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS m ® - 10
CASH- AND'CASH BEQUIVALENTS, beginning of year 1 10 —
CASH- AND CASH EQUIVALENTS end one&r $ — $ 1 %8 10

2. UNAUDITED QUARTERLY FINANCIAL DATA.

B

The foﬂos%v"iﬁ‘g table presentsi Quarterly data for the periods presented on the consolidated statement of operations:

Yeai Ended December 31, 2004

g
- UL

First Quacter  Second- Quarter Third Quarter - Faiirth Quarter
Revenues | $ 1214 § 1239 § 148 3 1276
Income (loss) from operatrons . : ‘ S ' '175“ B 15 (2‘.34‘4) - 108
Loss before minority interest and income taxes 1235) (366) ‘; . ;(’2,.7‘76i N (321)

'Net loss applrcable to common stock (294) @18) (3,295) (340)
Basic and diluted loss per common share ) , 'A (1.00) (1.39) | (io 89) a (1.12)
Werghted—average shares outstandmg, basic and.diluted . . 295,106,077 300,522,815 302,604, 978 302 934 348 l

Year Ended December 31, 2003

first Quarter.

- Third Quarter

F-41

Second Quarter Fourth Quarter
Revenues. - $ 1178~ $ 1217 $ . 1207 $ 1217
'Ineomé‘fromioperatiorrs‘ 77 S - liZ 210
Income (foss) before mmorrty mterest and i income taxes R (301) (286) - 23 - (161)
Net i income- (loss) applrcable to common stock - (182) (38) 36 (58)
Basrc income (loss) per common share ‘ 0.62) (0.13) 0.12 (0.20)
‘Dﬂuted’_moome (loss) pér common share (0.62) 0.13) 0.07 (0.20)
'Weighzéd-av‘c;r'agg_;sha‘res outstanding, basic 294,466,137 294,474,596 294 566,878 294,875,504
Weighted-average shares outstanding, diluted 294,466,137 294474596 637,822,843 294,875,504



Financial Summary

_ (dolfars in millions) et il
- YearEnded December 31; . - : 2004 2003
. Revenues LR 4,819
Adjusted EBITDA $ 192 1,927
Un-levered free cash flow S$.. 1,002 1,073
Free cash flow $ (344) : (70)

§ L1, s

Total assets 21, 364
Long-term debt $ 19464 o $o- 18,647
Capital expenditures - $ 84 gt ugsge
Class A & B common shares outstanding - e © 305,253770° . -%295088,606"
Employees : * 15500 T e5,5000
Unaudited Rq_cﬁnciliation of Non-GAAP Measures to GAAP Measures: ‘
- (dollars in m////ons)'i . - i o - i ' ’ -
- Year Ended December 31, - e 2004° - 2003 - o
Revenues ‘ - $ ] 4'92-‘,".,"::1 K 48f9' |
- Less: Operating costs and expenses e e T
Progammingcosts - - - o , - a9
Advertising sales o @8 v 4y (88 :
- Service - o e - - {663) {615) -~ -~
General and administrative o ... (848 0 (833) ..,
Marketing A (122) (107)
. Operating costs and expenses .. - - - (3,051) (2,892)
Adjusted EBITDA LT ) o i 192" 1927
Less: Purchases of property, plant and eqmpment - (924) (854)
Un-levered free cash fow 1,002 1073
Less: Interest on cash pay obhgahons WOUL348) T F(143)
Free cash flow - o 3 Do(3M8)s e IO v
Purchase of property, plant and equipment o928 5 g Gl 884
 Special charges, net . .o (19) o2
Other, net (21) (L)
Change in operatmg assets-and iabilities - - (68) 15
" Net cash ﬂowshfrom operating activities o B | 4127 % T 765

Use of Non-GAAP Financial Metrics | |
Charter Communications, Inc. (the Company) uses certain measures that are not defined
by GAAP (Generally Accepted Accounting Pnnmples) to evaluate various aspects of its
business. Adjusted EBITDA, un-leveréd frée cash flow and freé ‘cash flow are non-GAAP
financial measures and should be considered in addition to, not as a substitute for,
. net cash flows from operating activities reported in accordance with GAAP. These terms
as defined by Charter may not be comparable to similarly mled measures used by
other companies.
Adjusted EBITDA is defined as income from aperations before special charges,
. non-cash depreciation and amortization, gain/loss on sale of assets, option compensation
' expense, unfavofable contracts and other settlements, and impairmant of franchises. As
.. such, it eliminates the significant non-cash depreciation and amortization expense that
results from the capna! intenisive nature of our busirfesses and mtang|ble assets recognized
in busMess combinations as well as other non-cash or non-recurring items, and is unaf-

" fected by our capital structufe or investment activities. ‘Adjusted EBITDA is‘a hqwd|ty

measure used by Company management and the Board of Directors to measure our
ability to fund operations and our financing obligations. For this reason, it is a significant
component of Charter's annual incentive compensation pragram. However, this measure
is limited in that it does not reflect the periodic costs of certain capitalized tangibte

and intangible assets used in generating revenues and the cash cost of financing for the
Company. Company management evaluates these costs through other financial measures.

Un-levered free cash flow is defined as adjusted EBITDA less purchases of property,
plant and equipment. We believe this is an important measure as it takes into account the’
period costs.associated with capital expendxtures used to upgrade extend and mamtam
our plant withcut regard -to our’leverage stmcture Aot K

Free cash flow is defined as un-levered free cash flow less mterest on cash pay
obligations. It can also be computed;as;net cash fiows from opérating activities, less . -
capital expenditures and cash special charges, adjusted for the change in operating assets
and liabilities, net of dispositions. As sugh, itis unaffgcte;@ by fluctuations in working -..
capital levels from period to period. ' '

The Company believes that adjusted EBITDA, un- -levered free cash flow and free .
cash fiow provide information useful to ‘investors in assessnng our abmly to’service our”
debt, fund operations, and make additional |nvestments with internally generated funds.
In addition, adjusted EBITDA genera"y ‘cofiblatds to the Ieverage ratio calculation under
the Company's credit facilities or outstanding notes to determine compliance with the
covenants contained in the facilities‘and notes.(all such documents have been previously'* .
filed with the United States Securities and Exchange Commission). Adjustéd EBITDA s~
reduced for management fees in the amounts of $90 million and $84 million for the years
ended December 31, 2004 and 2003, respectively, which amounts are added back for
the purposes of calculating compliance with leverage covenants. As of December 31,
2004, Charter and its subsidiaries were in compliance with their debt covenants.
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Common Stock Information
Charter Communicatiof,nc: Qlass A
common stock is tradéd dn._the Nasdaq
National Market under the symbol C
Charter has not paid stock’or cash div
dends on any of its commori:stock, ‘é"‘r‘idv
we do not intend to pay cash dividends’
on common stock for the foreseeable
future. Except for the cash dividends

on preferred stock that may be paid from
time to time, we intend to retain future

earnings, if any, to finance our business.

Market Information

2004

High lLow
1st Quarter $5.43 $3.99
2nd Quarter 4.70 3.61
3rd Quarter 3.90 2.61
4th Quarter 3.01 2.03
2003

High Low
1st Quarter $1.73 $0.76
2nd Quarter 4.18 0.94
3rd Quarter 5.50 3.32
4th Quarter 4.71 3.72
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~ Form 10-K
Form 10-K, filed annually with the
Securities and Exchange Commission
(SEC), is available without charge
(without exhibits) by accessing our
Web site at www.charter.com or by
contacting Investor Relations.

Corporate Headquarters
Charter Communications, Inc.
Charter Plaza

12405 Powerscourt Drive

St. Louis, MO 63131-3674

314.965.0555
www.charter.com

Charter’s Web site contains an Investor
Center that offers financial information,
including stock data, press releases,
access to quarterly conference calls and
SEC filings. You may request a share-
holder kit, including the recent financial
information, through the site. You may
subscribe for e-mail alerts for all press
releases and SEC filings through the site
as well. The site also offers information
on Charter’s vision, products and services
and management team.

Investor Relations

Shareholder requests may be directed
to Investor Relations at our corporate
headquarters via e-mail at
investor@chartercom.com or via
telephone at 314.543.2459.

Transfer Agent and Registrar

Questions related to stock transfers,
lost certificates or account changes
should be directed to:

Mellon Investor Services LLC
Overpeck Center

85 Challenger Road

Ridgefield Park, NJ 07660-2108

866.245.6077
www.melloninvestor.com/isd

Independent Registered Public
Accounting Firm
KPMG LLP

-« Trademarks

Trademark terms that belong to Charter
and its affiliates are marked by ® or
TM at their first use in this report. The
® symbol indicates that the trademark
is registered in the U.S. Patent and
Trademark Office. The TM symbol
indicates that the mark is being used
as a common law trademark and
applications for registration of common
law trademarks may have been filed.

Charter Plaza

12405 Powerscourt Drive

St. Louis, MO 63131-3674
“www.charter.com
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