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Revenues increased $67.9 million, or 59%, in 2000. Revenues increased primarily
due to increased subscribers resulting from acquisitions and bagic rate
increases. The Buford acquisition added approximately 170,000 subscribers in
July 1999 and the Star acquisition added approximately 57,000 subscribers in
February 2000. There was a rate increase of approximately 6% affecting
approximately two-thirds of our customers in February 2000, resulting in a year
to year increase in basic revenues per subscriber of 7% from $29.81 to $31.78.
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Operating expenses increased $75.3 million, or 60%, in 2000. Programming
expenses increased $23.6 million due to the continued escalation in rates
charged by programming vendors, the addition of new channels to our existing
c¢hannel lineups as well as an increase in the subscriber base over the same
period in 1999. Plant and operating and general and administrative expenses
increased $16.7 million, or 56%, as a result of the additional costs associated
with the systems acquired in 1999 and 2000. Corporate overhead decreased from
$9.7 million to %$5.8 million as a result of the assimilatien of our acquisitions
from 199% to 2000. Depreciation and amortization expense in 2000 was $88.5
million, an increase of $37.0 million over the same period in 1999. The increase
represents the effect of acquisitions and capital expenditures.

Interest expense increased $15.5 million, or 38%, in 2000. This increase is
primarily the result of the debt issued in conjunction with the Buford
acquisition and the Star acquisition.

Other income increased $2.1 million in 2000. This increase is primarily the
result of increased income on cash reserves.

The income tax benefit increased $8.3 million in 2000. The pretax loss increased
in 2000 and the effective tax rate increased from 23.0% to 27.9% for 2000. The
effective tax rates for 2000 and 199% differ from the statutory rates primarily
due to the impact of permanent differences and increases in the valuation
allowance on deferred tax assets. We believe it is more likely than not that
such deferred tax assets will not be utilized in the near term.

In January 2000, the senior discount notes were redeemed resulting in an
extraordinary loss on early redemption of $13.3 million ($9.3 million, net of
taxes). In February 2000, the 1999 credit facility was amended resulting in an
extraordinary loss of $8.5 million ($5.5 million, net of taxes). In 1999, we
redeemed a portion of our ocutstanding $.875% senior subordinated notes due 2008,
which resulted in an extraordinary loss from the early extinguishment of debt
equal te $6.6 million.

Ag a result of the above described fluctuations in our results of operations and
extraordinary losses recognized in connection with the 2000 and 1999 refinancing
of debt, the net loss of $67.0 million in 2000 increased by $23.1 million, as
compared to the net loss of $43.9 million in 1899.

LIQUIDITY AND CAPITAL RESOURCES

The cable television industry is a capital intensive business that generally
requires financing for the upgrade, expansiocon and maintenance of the technical
infrastructure. Historically, we have funded our working capital requirements,
capital expenditures and acquisitions through a combination of internally
generated funds, long- and short-term borrowings and equity contributions. Our
ability to generate cash to meet our future needs will depend generally on our
results of operations and the continued availability of external financing.

For the years ended December 31, 2001 and 2000, cash provided by operating
activities totaled $20.7 million and $33.7 million, respectively; cash usged for
investing activities totaled $51.8 million and $195.4 million (including $111
m%llion related to the Star acquisition), respectively. Cash provided by
financing activities was $19.7 million and $12.4 million, respectively. Cable's
aggregate outstanding borrowings as of December 31, 2001 were $579.9 million of
which $201.9 million was collateralized by our assets.

For the years ended December 31, 2000 and 1993, cash provided by operating
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activities totaled $33.7 million and $17.9 million, respectively; cash used for
investing activities totaled $195.4 million (including $111 million related to
the Star acquisition) and $325.5 million (including $300 million related to the
Buford acguisition), respectively. Cash provided by financing activities was
$12.4 million and $473.1 million, respectively. Cable's aggregate outstanding
borrowings as of December 31, 2000 were $559 million.
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EBITDA for the years ended December 31, 2001 and 2000, before non-cash charges,
restructuring and financing related professional fees and bankruptcy-related
expenses, was $51.0 million and $71.9 million, respectively. EBITDA represents
earnings before interest, taxes, depreciation and amortization. EBITDA is not
intended to be a performance measure that should be regarded as an alternative
to, or more meaningful than, either operating income or net income as an
indicator of operating performance or to the statement of cash flows as a
measure of liquidity; is not intended to represent funds available for debt
service, dividends, reinvestment or other discretiomary uses; and should not be
considered in isolation or as a substitute for measures of performance prepared
in accordance with generally accepted accounting principles. EBITDA is included
because our management believes that EBITDA is a meaningful measure of
performance as it is commonly used by the cable television industry and by the
investment community to analyze and compare cable television companies. Our
definition of EBITDA may not be identical to similarly titled measures reported
by other companies.

We have not been able to generate sufficient cash flow from operations to
service our debt obligations. We have also been unsuccessful in our efforts to
obtain additional financing and/or restructure our debt. As a result, it became
necessary for us teo seek protection under Chapter 11 of the United States

Bankruptcy Code.

A final order of the Court approved a $30 million secured super-priority
debtor-in-possession revolving DIP Financing for Cable with Goldman Sachs as
administrative agent, lead arranger and syndication agent. The DIP Financing is
collateralized by, among other things, a senior lien on substantially all of our
assets, including assets that had previously been subject to a lien. We and ocur
subsidiaries have guaranteed the obligations under the DIP Financing and we have
pledged the outstanding stock of our subsidiaries in connection with the DIP
Financing. The DIP Financing expires on the one-year anniversary of the first
loan under the DIP Financing, unless it is extended to fifteen months following
the closing of the first loan. The DIP Financing can be terminated if an event
of default occurs and Cable can terminate portions of the revolving credit
commitment in certain circumstances.

We have borrowed $2.0 million against the DIP Financing. As of December 31,
2001, we were in default of certain covenants of the DIP Financing and
prohibited from drawing any more funds on the facility until we either cured the
defaults or the lenders agreed to waive such defaults. We are currently in
negotiations on an amendment and waiver to the DIP Financing to cure such
covenant violations. There are no guarantees that the negotiations will he
successful or if they are that we will be able to comply with the covenants.

As a result of the bankruptcy filing, all available commitments of the 1999
credit facility were cancelled.

The DIP Financing and the senior credit facility are collateralized by a
substantial portion of the assets of Cable. We have no operations of our own.
Consegquently, we rely on dividends from, and cash flow of, Cable to meet our
debt service cbligations. The terms of the DIP Financing and the senior credit
facility restrict certain of our activities as well as those of Cable, including
the incurrence of additional indebtedness, limits on asset sales, investments,
affiliate transactions and the payment of certain dividends.

We believe, based on information presently available to us, that cash available

from cperations and the DIP Financing will provide sufficient liquidity to allow
us to continue as a going concern for the foreseeable future. However, our
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ability to continue as a going concern {including our ability to meet
post-petition obligations) and the appropriateness of using the going concern
basis for our financial statements are dependent upon, among other things, (i)
our ability to comply with the terms of the DIP Financing and any cash
management order entered by the Court in connection with the Chapter 11 cases,
(1i) our ability to maintain adequate cash on hand, (iii) our ability to
generate cash from operations, (iv) confirmation of a plan or plans of
reorganization under the Bankruptcy Code, and (v) our ability to achieve
profitability following such confirmation.
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Capital expenditures {excluding the Buford and Star acquisitions) for the years
ended December 31, 2001, 2000 and 1999 were approximately $65.5 million, $80.3
million and $32.4 million, respectively. This increase was primarily due to
cable plant rebuilds and upgrades to expand our digital product offerings.

Cur ability to invest in our cable systems is dependent on the availability of
capital to fund such investments. We expect to spend approximately $38 million
in 2002 on various capital projects. Of this amount, approximately $15 million
will be internal costs capitalized in conjunction with capital activities. Other
significant components of the 2002 capital expenditure program include $4
million for picture improvement projects, $3 million for two-way data upgrades,
$4 million for installation material, and %5 million for converter boxes and
satellite dishes used to receive our digital products.

Following our Chapter 11 filing on November 13, 2001, the Nasdag Stock Market
immediately suspended trading in our securities. On December 11, 2001, our
securities were delisted from the Nasdag system. Cur Class A stock currently
trades on the NASD's OTC Bulletin Board under the gymbol "CLSCQ".

In February 2001, Cable borrowed an additiocnal $19.5 million on its revolver.

In September 2000, Cable further amended the senior credit facility. Among other
things, the amendment modified the Maximum Total Debt Ratio, the Maximum Senior
Debt Ratio and the Total Interest Coverage Ratio covenants as well as the
definition of Operating Cash Flow for the period ending December 31, 2000 to
allow for the add back of up to 53 million in expenses to the definition of
"Operating Cash Flow" for purposes of calculating compliance with such
covenants. The amendment alsoc increased the applicable margins associated with
the senior credit facility's interest calculations and the gquarterly commitment
fees. The quarterly commitment fees now range from 0.375% to 0.750% per annum on
the unused loan commitment. At the same time, the senior lenders waived
restrictions on certain transactions relating to sales of Cable's tower
portfolio. The waiver granted to Cable to complete a sale lease back of its
tower assets expired as of March 31, 2001. The amendment to the senior credit
facility resulted in an extraordinary loss of $8.5 million ($5.5 million, net of

taxes) .

In February 2000, an indirect subsidiary purchased substantially all of the
assets of Star Cable Associates, which operated cable television systems in
Texas, Louisiana and Ohio, for an aggregate purchase price of approximately $111
million in cash and 555,555 shares of our Class A common stock.

In February 2000, Cable issued $225 million of 10.5% senior subordinated notes
due 2010. The proceeds of the offering were used to fund a portion of the
acquisition of Star, repay a portion of indebtedness under Cable's senior credit
facility and repurchase approximately $36 million of Cable's 9.875% senior
subordinated notes due 2008.

In February 2000, Cable amended and received waivers with respect to its senior
credit facility. The amendments and waivers were necessary to complete the
acquisition of Star, to restructure the Term A loans under the senior credit
facility and to increase the amount available under the senior credit facility
by $25 million.

In January 2000, we redeemed all outstanding 13.25% senior discount notes at a

redemption price equal to 113.25% of the accreted value of the notes. This
resulted in an extraordinary loss of $13.32 million ($9.3 million, net of taxes).
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In December 1999, we completed an initial public offering of 7,250,000 shares of
our Class A common stock. Some of our stockholders sold an additional 2,237,500
shares. We raised
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approximately $168.9 million of proceeds in the offering. We used the proceeds
from the offering to pay offering expenses, to redeem all of our outstanding
13.25% senior discount notes and to finance part of the Star acquisition.

In July 1999, Cable issued $150 million of 9.375% senior subordinated notes due
2009 concurrently with its entry into the 1999 credit facility totaling $450
million, as amended. These transactions, along with $100 million in proceeds
from a sale of our stock to Brera Classic, were utilized to purchase Buford,
repay our previous credit agreement and pay the fees and expenses of these
transactions.

INTEREST RATE RISK MANAGEMENT

We are exposed to market risk including changes in interest rates. To manage

the volatility relating to these exposures, we may enter into derivative
transactions pursuant to our policies in areas such as counterparty exposure and
hedging practices. Positions are monitored using techniques including market
value and sensitivity analyses. We do not hold or issue any derivative financial
instruments for trading purposes and are not a party to leveraged instruments.
The credit rigks associated with our derivative financial instruments are
controlled through the evaluation and monitoring of the creditworthiness of the

counterparties.
INTEREST RATE RISK

The use of interest rate risk management instruments, such as interest rate
exchange agreements ("Swaps"), interest rate cap agreements ("Caps") and
interest rate collar agreements ("Collars"}, may be required under the terms of
certain of our outstanding debt agreements. Our policy is to manage interest
costs using a mix of fixed and variable rate debt. Using Swaps, we agree to
exchange, at sgpecified intervals, the difference between fixed and wvariable
interest amounts calculated by reference to an agreed-upon notiocnal principal
amount . Caps are used to lock in a maximum interest rate should variable rates
rise, but enable us to otherwise pay lower market rates. Collars limit our
exposure to and benefits from interegt rate fluctuations on variable rate debt
to within a certain range of rates.

As of December 31, 2001, no such instruments were outstanding.

Virtually any potential loss associated with interest rate risk is attributable
to fixed-rate long-term debt instruments. As of December 31, 2001, zall
fixed-rate long-term debt is subject to compromise.

While Swaps, Caps and Collars may represent an integral part of our interest
rate risk management program; their incremental effect on interest expense for
the years ended December 31, 2001, 2000 and 1999 was not significant.

INTANGIBLES

We have recorded net intangible assets of $194.2 million, 42% of total asgets.
These assets arose during the acquisition of cable systems throughout our
history. These intangible assets are amortized over their estimated useful
lives. We review the valuation and amortization periods of these intangibles on
a periodic basis, taking into consideration any events or circumstances that
might result in diminished fair value or revised useful life. In September 2001,
we recognized an impairment charge on intangibles of $160 million.

RECENT ACCOUNTING PRONCUNCEMENTS
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In June 2001, the FASB issued Statements of Financial Accounting Standards No.
141, Business Combinations, and No. 142, Goodwill and Other Intangible Assets
("SFAS 142"), effective for fiscal years beginning after December 15, 2001.
Under the new rules, goodwill and intangible
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assets deemed to have indefinite lives will no longer be amortized but will be
subject to annual impairment tests in accordance with SFAS 142. Other intangible
assets will continue to be amortized over their useful lives.

We will apply the new rules on accounting for goodwill and other intangible
assets beginning in the first gquarter of 2002. During the first six months of
2002, we will perform the first of the required impairment tests of goodwill and
indefinite lived intangible aggets as of January 1, 2002 and have not yet
determined what the effect of these tests will be on our earnings and financial
position.

Iin August 2001, the FASB issued Statement of Financial Accounting Standards No.
144, Accounting for the Impairment or Disposal of Long-Lived Assets ("SFAS
144"}, which addresses financial accounting and reporting for the impairment or
disposal of long-lived assets and supersedes SFAS No. 121, Accounting for the
Impairment of Long-Lived Assets and for Long-Lived Assets to be Disposed 0f, and
the accounting and reporting provisions of APB Opinion No. 30, Reporting the
Results of Operations for a Disposal of a Segment of a Business. SFAS 144 is
effective for fiscal years beginning after December 15, 2001, with earlier
application encouraged. We expect to adopt SFAS 144 as of January 1, 2002 and do
not expect that the adoption of the Statement will have a significant impact on
our financial position and results of operations.

INFLATION

We believe our operations are not materially affected by inflation.
ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

See Index to Financial Statements and Supplemental Data on page F-1.

ITEM 5. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

None.
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PART 111
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT
INFORMATION CONCERNING DIRECTORS

At February 28, 2002, Classic Communications' Board of Directors was composed of
gix directors, divided into three classes. Each class of directors serves for a
staggered three-year term. The number of directors constituting the Board of
Directors may be fixed from time to time by resolution adopted by the Board of
Directors. The number of directors may not be less than five or more than
fifteen. No reduction in the size of the Board of Directors will have the effect
of shortening the term of any incumbent director.

At each annual meeting of stockholders, a class of directors will be elected for
a three-year term to succeed the directors of the same class whose terms are
then expiring. The terms of the Clasgs I directors, Class II directors and Class
ITI directors will expire upon the election and qualification of successor
directors at the annual meeting of stockhelders held during the calendar years
2003, 2004 and 2002, respectively. There are no family relationships among any
of the directors and executive officers.

Information concerning each director of Classic Communications as of February
28, 2002 is set forth below.

James A. Kofalt, 59. Mr. Kofalt was appeinted as one of our directors in
November 1999, and became Chairman of the Board in January 2001. Mr. Kofalt has
held various management positions at Cablevision Systems Corporation, including
Chief Operating Officer from 1990 to 1992 and President and Chief Operating
Officer from 1992 to 1994. He is a former Chairman of the Boards of Directors of
Campuslink Communications Systems, Inc., from 1995 to 1999, and Optel, Inc.,
from 1995 to 1996. Mr. Kofalt is currently a director of PaeTec Corporation and
a member of the Board of Visitors of the Lineberger Comprehensive Cancer
Research Center at the University of North Carolina. Mr. Kofalt received his
B.S. from the United States Military Academy at West Point.

Alberto Cribiore, 56. Mr. Cribiore is the founder and Managing Principal of
Brera Capital Partners, and was appointed Chairman of our Board of Directors
upon the closing of the Brera Classic equity investment in July 1939. Mr,
Cribiore became the Vice Chairman of our Beard in January 2001. Prior to forming
Brera in 1997, Mr. Cribiore was Co-President and Partner at Clayton, Dubilier &
Rice, Tnc., which he joined in 1985. He is currently a Director of Riverwood
International Corporation and Brera GAB Robins as well as several privately-held
companies and philanthropic¢ organizations.

John Geisler, 47. Mr. Geisler was appointed as one of our directors in November
2000. Prior to jeining Brera in June 2000, Mr. Geisler was a Managing Director
of Rosecliff, Inc. since May 1995. From March 1930 to May 1995, Mr. Geisler was
a Managing Director and Chief Financial Officer of Oak Hill Partners, Inc. (the
investment advisor to Acadia Partners, L.P.) and its affiliated entities
(including Insurance Partners, L.P. and Pencbscot Partners, L.P.). From 1985 to
1990, Mr. Geisler was with Lehman Brothers. From 1984 to 1985, Mr. Geisler was
with the Chase Manhattan Bank, N.A. and prior to 1984, Mr. Geisler was a manager
with Coopers & Lybrand. Mr. Geisler also serves on the Boards of Western
Indgstries and GAB Robins. Mr. Geisler serves as one of Brera Classic's
deglgnegs to our Board. Mr. Geisler is a magna cum laude graduate of Adelphi
Unlyer51ty with a B.B.A. degree. He is also a member of the New York State
Society of CPAs and of the American Tnstitute of CPas.
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Carl D. Harnick, 67. Mr. Harnick was appointed as one of our directors in
January 2001. Mr. Harnick, a CPA, was a partner of Ernst & Young LLP and its
predecessor Arthur Young & Company from 1967 until his retirement on September
30, 1997. Since that time he has served as a director and consultant teo various
public and private companies. Mr. Harnick holds a B.S. (with honors in
Economics) from Brooklyn College and an MBA from Syracuse University where he
was elected to Beta Alpha Psi, the accounting honor scociety.

Martin D. Payson, 66. Until April 2000, Mr. Payson was the Chairman of Latin
Communications Group, Inc., a privately-held Spanish language media company. He
was appolinted as one of our directors upon the closing of the Brera Classic
equity investment in July 1995. Previously, Mr. Payson was Vice Chairman of Time
Warner Inc. and a member of its Board of Directors. Before the merger of Warner
Communications Inc. and Time, Inc., Mr. Payson held the position of 0Office of
the President and General Counsel of Warner Communications. Mr. Payson is a
director of Delta Financial Corp. and Panavision Inc., as well as several
privately-held companies and philanthropic organizations. Mr. Payson received
his A.B. from Cornell University and his LLB cum laude from New York University
School of Law.

Lisa A. Hook, 44. Ms. Hook was appointed as one of our directors upon the
closing of the Brera Classic equity investment in July 1999. Since April 2000,
Ms. Hook has been President of AOL Anywhere, AOL Time Warner Inc. She was a
principal of Brera Capital Partners from May 1998 to April 2000. Prior to
joining Brera Capital Partners in 1998, Ms. Hook was a Managing Director of
Alpine Capital Group, a telecommunications and media venture capital firm. From
1989 to 1996, Ms. Hook gserved in a number of senior executive level positions at
Time Warner Inc., including Executive Vice President/Chief Operating Officer of
Time Warner Telecom and Special Advisor to the Vice Chairman. From 1987 to 1989,
Ms. Hook served as the Legal Advisor to the Chairman of the Federal
Communications Commission. From 1985 to 1987, Ms. Hook served as a senior
attorney at Viacom International, responsible for Vviacom Cable. Prior to joining
Viacom, Ms. Hook was an attorney with the law firm of Hogan & Hartson. Ms. Hook
received her BA from Duke University and her JD from the Dickinson School of
Law. She is currently a director of Time Warner Telecom, Inc. and the NPR
Foundation Beard of Trustees.
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INFORMATION CONCERNING EXECUTIVE OFFICERS

The name, age and business experience of Classic Communications' executive
officers (the "Named Executive Officers") as of February 28, 2002, is set forth
below. Each of the Named Executive Officers holds office until his successor is
elected and qualified or until his earlier resignation, retirement or removal
and each cfficer serves at the discretion of the beoard of directors. Information
in parentheses indicates the year in which service in the respective position

began.

<Captions
NAME AND AGE POSITION

Dale R. Bennett (55) President since November 2000 and Chief Operating
officer since April 2000; formerly Vice President
of AT&T Broadband and Intermet Services/TCI (1989)

Todd §. Cruthird (40) Executive Vice President - Customer Care since July
2000; formerly President and Chief Executive
Officer of Bellewood Censulting Group (1996)

Ronald G. Jansonius {41) Executive Vice President - Engineering and
Technology since July 2001; formerly Vice President
of Advanced Techneclogy and Advanced Technology
Manager

Daniel J. Pike (50) Chief Technology Officer gince November 2000;
formerly Senior Vice President of Science and
Technelegy of Prime Cable (1982)

Jimmie F. Taylor (48) Chief Financial Officer since March 2001; formerly
Chief Financial Officer of the e-commerce subsidiary

of Brookshire Grocery Company (2000); Vice
pPresident, Chief Financial Officer and Treasurer of

TCA Cable TV, Inc. (1986}

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING

Section 16{a) of the Exchange Act requires our executive ocfficers and directors
and persons who own more than ten percent of a registered class of our equity
securities to file reports of ownership and changes in ownership with the SEC
and to furnish us with copies of those forms. Based on our review of the copies
of the ownership forms received by us and information reported by the SEC, we
believe the following reports were not filed in accordance with Section 16(a):
{1) Form 3 for Jimmie Taylor, and (2) Forms 4 or 5 reporting options granted to
Mr., Taylor, Mr. Keofalt, Mr. Harnick, Mr. Payson and Ms. Hook.

ITEM 11. EXECUTIVE COMPENSATION

COMPENSATICN TABLES AND STOCK PLANS

The following tables profile our compensation for the Chief Executive Officer
and our four other most highly compensated executive officers whose total
compensation exceeded $100,000 in the years indicated, including salaries and

bonuses paid during the last three years and 2001 cption grants and exercises.
The form of the tables ig set by SEC regulations.
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SUMMARY EXECUTIVE COMPENSATION TABLE

The following table contains information about compensation paid, and certain
awards made, by Classic Communications to the Named Executive Officers for the
three-year period ended December 31, 2001.

<Caption>
ANNUAL COMPENSATIO) LONG-TERM COMPENSATION
RESTRICTED SECURITIES
NAME AND PRINCIPAL OTHER ANNUAL STOCK UNDERLYING ALL OTHER
POSITION YEAR  SALARY($) BONUS (§) COMPENSATION BWARDS ($) OPTIOMS(#)  COMPENSATION(S)
Pale R. Beunett{l) 2001 $ 300,000 $405,12 {5) $ - -- $ 459,574 (2)
President and Chief 2000 % 201,923 § -- {5} 5 772,0001(6) 550, 000 5 23,706(4)
Cperating Officer
S. Todd Cruthird(?) 2001  $ 175,000 § 25,000 (5) $ -- -- $ 84,559(4)
Executive Vice President 2060 $ 80,096 § 20,000 (5} [ - 100,000 $  7,015(4)
of Customer Care
Ronald G. Jansonius 2001 $ 139,231 $ 15,000 (5) % - -- $ 3,959(3)
Executive Vice President 2000 5 88,000 s -- (5) 3 - 25,000 s 2,054 (3)
of Engineering ang 1895 & 64,231 § 20,000 {5} ] -- 20,000 $  2,002(3)
Technology
Elizabeth K. Monigold(8) 2001 $ 130,962 5 48,283 & 29,246(9) $ -- -- $ 5,250(3)
Executive Vice President 2000 $ 120,000 § 25,000 {s) H -- 25,000 $  4,507(3)
of Administration 1959 $ 47,215 5 -- 9] ] .- 75,000 $  1.647(3)
Daniel J. Pike (10} 2001 % 150,000 % - 3 - -- $ .-
Chief Technology Officer 2000 § 20,192 § - ] -- 25,000 $ --
Jimmie F. Taylor {(11) 2001  $ 103,846 & 33,750 {5) $ -- 75,000 $ 976(3)
Chief Financial Officer
(1) Mr. Bennett joined us on April 24, 2000.
{2) Consists of our contribution under our 401({k) plan, taxable moving

expenses, and forgiveness of a loan and related interest of $443,000
(see Note 13 to the Consolidated Financial Statements for further

discussion).
{3) Represents our contribution under our 401(k) plan.
{4) Represents taxable moving expenses.
(5) Such executive officer did not receive perscnal benefits during the

listed years in excess of the lesser of $50,000 or 10% of his or her
total cash compensation.

(6} As of December 31, 2001, Mr. Bennett owned 64,000 restricted shares of
our common stock. The total value of all restricted stock owned by Mr.
Bennett was approximately $64, computed without taking into
consideration any of the restrictions. These shares vest 25% on each of
the first four anniversaries immediately following the grant date. Mr.
Bennett is entitled to dividends in respect of these shares in the same
manner as the holders of common stock.

{7) Mr. Cruthird joined us on July 11, 2000.

(8) Ms. Monigold joined us on July 23, 1999 and resigned her position
effective November 16, 2001.
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(9) Coneists of car allowances and life insurance benefits.
{(10) Mr., Pike joined us on November 6, 2000.
(11) Mr. Taylor joined us on March 1%, 2001.
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STOCK OPTIONS GRANTED TARLE

The following table shows stock option grants to the named executive officers in
2001. The value of stock options depends upon a long-term increase in the market
price of the common stock: if the stock price does not increase, the options
will be worthless; if the stock price does increase, the increase will henefit
all stockholders. No stock appreciation rights {SARs) were granted to any of the
Named Executive Officers during 2001.

<Captions

INDIVIDUAL GRANTS POTENTIAL REALIZABLE
R L VALUE AT ASSUMED
NUMBER OF PERCENT OF ANNUAL RATES OF STOCK
SECURITIES TOTAL OPTIONS PRICE APPRECIATION FOR
UNDERLY ING GRANTED TO OPTION TERM(1)
OPTIONS EMPLOYEES IN EXERCISE EXPIRATION =~ —=m=eo—wmmomcmmecnoas
NAME GRANTED (#) FISCAL YEAR PRICE(S) DATE 5% 10%
Jimmie F. Taylor ..... 75,000 27% $0.71 6/21/2011 33,494 84,881

{1) The 5% and 10% rates of appreciation are specified by the rules of the SEC
and do not represent our estimates or projections of our future stock
prices.

YEAR-END OPTION VALUES

The following table shows the number of securities underlying unexercised
options held by our named executive officers at the end of our most recent
fiscal year. Each of the options listed below had no value as the exercise
prices of such options exceeded the market price of our stock as of December 31,
2001. No options were exercised during the year ended December 31, 2001 and none
of the named executive officers held stock appreciation rights (SARs) at
December 31, 2001.

«Caption>
NUMEER OF SECURITIES

UNDERLYING UNEXERCISED OPTIONS
AT FISCAL YEAR-END (#)

NAME EXERCISABLE UNEXERCISABLE
Dale R. Bennett........... 137,500 412,500
Todd §. Cruthird.......... 25,000 75,000
Ronald G. Jansonius....... 16,250 28,750
Daniel J. Pike............ 6,250 18,750

Jimmie F. Taylor.......... -- 75,000

EMPLCOYMENT AND COMPENSATION ARRANGEMENTS

The agreements described below may be considered executory contracts in the
context of the Chapter 11 cases and may or may not be accepted in connection
with the reorganization proceedings.

EMPLOYMENT AGREEMENTS

In April 2000, we entered into an employment agreement with Dale Bennett.
Pursuant to the employment agreement, Mr. Bennett is entitled to $300,000
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annually in salary. Additionally, Mr. Bennett was granted 64,000 shares of
restricted Class A common stock, as well as two stock options. The first option
entitles Mr. Bennett to purchase 200,000 shares of our Class A common stock at
an exercise price of $16.00 per share, and the second option entitles Mr.
Bennett to purchase 100,000 shares of our Class A common stock at an exercise
price of $25.00.

In addition, in September 2000 and November 2000, we entered into employment

agreements with Todd Cruthird, our Executive Vice President - Customer Care and

Daniel Pike, our Chief Technology Officer, respectively. Pursuant to the
employment agreements, Mr. Cruthird is to be
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paid an annual salary of $175,000 and Mr. Pike is to be paid an annual salary of
$150,000. In May 2001, we entered into an employment agreement with Jimmie
Taylor, our Chief Financial Officer. The employment agreement provides for an
annual salary of $135,000. In addition Mr. Taylor's agreement provided for a
$33,750 signing bonus.

Each of the employment agreements described above prohibits the employee from
competing with us during the term of employment and for a period of two years
thereafter. These employment agreements are each for one year terms and
automatically extend for additicnal one year terms until written notice of
termination is given. We can terminate the agreement at any time, with or
without good cause and the executive can terminate the agreement by providing us
with 15-30 days notice., If we terminate an employment agreement without good
cause, we will be obligated to pay the executive, on a monthly basis, the salary
and benefits the executive would have been entitled to for one year following
termination. In general, good cause for termination includes conviction of a
criminal offense, a breach of the executive's duty of loyalty or certain
provisions of the employment agreement, the willful failure to substantially
perform the executive's duties, or fraud, misappropriation or embezzlement by
the executive. The agreements also contain two-year non-competition,
non-solicitation and non-disparagement provisions.

CONSULTING AGREEMENT

In December 2000, in connection with the resignation of J. Merritt Belisle, our
former Chief Executive Officer, we entered into a consulting agreement with Mr.
Belisle. The agreement provides for twenty-four monthly payments of $29,167, as
well as six monthly consulting payments of $8,333. We had the option of
extending the services of Mr. Belisle through December 31, 2001, which we
declined to exercigse. The agreement prohibits Mr. Belisle from competing with us

for two years.
SEPARATION AGREEMENT

On November 6, 2001, we entered into a separation agreement with Elizabeth Kay
Menigold, our former Executive Vice President of Administration in connection
with Ms. Monigold's employment agreement. In consideration of the termination of
the employment agreement, we agreed to continue to pay Ms. Monigold her base
salary for a period of one year and continue her health and certain other
benefits for that period. As part of the termination agreement, Ms. Monigold
released the company for any claims she may have had against the company. The
termination agreement also provided that any non-competition provisions of her
employment agreement would terminate.

BMENDED AND RESTATED KEY EMPLOYEE RETENTION PLAN

Effective December 12, 2001, Cable adopted, with Court approval, the Amended and
Restated Classic Cable, Inc. Key Employee Retention Plan. The purpose of this
plan is to encourage eligible employees of Cable to continue their employment
during the company's restructuring. The plan provides for retention benuses to
be paid to key employees identified by the plan administrator at June 30, 2002
or when a "trigger event" occurs. A "trigger event" is defined as (1) the sale
of substantially all of Cable's assets, (2) a reorganization or merger of Cable
or other change of control, (3} the confirmation of a plan of recrganization, or
(4) a restructuring (including payment) of substantially all of Cable's long
term debt. The amount of any retention bonus is set forth in the notice to the
employee participants. In the event a participant's employment is terminated
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because of death or disability or without cause prior tc June 30, 2002 or the
occurrence of a trigger event, the participant will be entitled to payment of
the full amount of the retention bonus. If the participant voluntarily
terminates his or her employment, the participant will not be eligible to
receive a retention bonus.
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STOCK OPTION GRANTS

In 2001, we granted stock options to purchase 280,000 shares of our Class A
voting common stock at various exercise prices ranging from $0.71 to $3.00 per
share. The options were granted at various times throughout 2001 to Messrs.
Kofalt, Harnick, Payson and Ms. Hook, directors, and to Mr. Taylor and several
of our other key employees. These options, which have 10-year terms, vest in 25%
increments over each of the first four anniversaries of the grants.

DIRECTORS' COMPENSATION

Our directors who are not executive officers or Brera designees will each be
paid $15,000 as compensation for their service as members of our Beard of
Directors for the year 2002 as well as $1,000 for attendance at each meeting.
Each of Mr. Harnick, Ms. Hook, Mr. Kofalt and Mr. Payson were granted stock
options to purchase 5,000 shares of our Class A voting common stock at an
exercise price of $3.00 per share for service as members of our Board of
Directors for 2001. Mr. Harnick was also granted in 2001 a stock option to
purchase 10,000 shares of our Classg A voting common stock at an exercise price
of $3.00 per share. In January 2001, Mr. Kofalt agreed to become the Chairman of
cur Board of Directors. Mr. Kofalt will be paid $125,000 per year as
compensation for such position. Each of the director option grants have a
10-year term and vest in 25% increments on each of the first four anniversaries
of the grant.

COMPENSATION COMMITTEE INTERLOCKS AND INSIDER PARTICIPATION

Historically, all compensation decisions relating to our executive officers have
been made by our Board of Directors as a whole. Dale Bennett, our President and
Chief Operating Officer, has participated in deliberations of the Board of
Directors with respect to compensation of all executive ocfficers. In the future,
our compensation committee will, with management's input, make all compensation
decisions regarding our executive officers. No interlocking relationship exists
between the compensation committee and the Board of Directors or compensation
committee of any other company, and no such relationship existed in the past.

44

http://ccbn.tenkwizard.com/print.php?repo=tenk&ipage=l 700414&doc=1 &attach=&num=.... 7/18/2002




10k Wizard: SEC Filings Page 83 of 146

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT
MAJOR STOCKHOLDERS AND STOCK OWNERSHIP OF MANAGEMENT

The following table shows the beneficial ownership of our Class A voting common
stock and our Class B voting common stock held by (1) our current directors, (2)
our executive officers, {(3) all of our current directors and officers as a group
and (4) holders known to us of at least 5% of any class of our common stock as
of February 28, 2002.

<Caption:

PERCENT CF VQTE
CLASS A VOTING CLASS B VOTING AS A SINGLE
BENEFICIAL OWNERS {1} COMMON STOCK CCMMON STOCK CLASS (2)

Brera Classic.. .. .. . i -- 6,490,734 79.4%

Dimensional Fund Advisors, Inc.{(3).......... 701,200 --

Star Cable Associlates, Richard W. Talarico,

and Hawthorne Associates(4)................. 555,555 -- *

Dale R. Bennetbt... ... ..........ccuurnnan.n. 271,500(5) -- *

Todd S. Cyuthird. . ... ... . ... ... . ... .. ... 25,000 - *

Daniel J. Pike... . .ot i et 6,250 -- *

Ronald G. JansoOniusg. .. .. .. ...t iuanvn-.n 16,250 -- *

Jimmnie F. Taylor.. . _....... ... oo -- -- -

Alberto Cribiore(6)...... ... .. ... iiennnus - - 6,490,734 79.4

John Geisler {7} . . i e e e e - 6,490,734 79.4

Carl D. HarnicK. .. ...v.vveurmoananeee... 3,750(8) - *

Lisa A. HooK. . ..ot i it et e i i iianas 1,250(9) -- *

James A. Kofalt.. ... ... ... 31,000{10)} -- *

Martin D. PaySON. . ...... ..., 15,500(11) -- *

All directors and executive officers as a

group (11 PEerSOMS) ... oe ettt ie e ieennn s 370,500 6,490,734 79.8%

* Less than 1%

(1) The address for Brera Classic, Alberto Cribicre and John Geisler is 712
Fifth Avenue, 34th Floor, New York, New York 10019. The address for
Dale R. Bennett, Todd S. Cruthird, Daniel J. Pike, Ronald G. Jansconius,
Jimmie F. Taylor, Carl D. Harnick, Lisa A. Hook, James A. Kofalt and
Martin D. Payscn is ¢/o Classic Cable, Inc., 6151 Paluxy Rd., Tyler,
Texag 75703. Unless otherwise indicated below, the persone and entities
named in the table above have sole voting and sole investment power
with respect to all shares beneficially owned, subject to community
property laws, where applicable.

{2} Each share of Class A voting common stock entitles its holder to one
vote and each share of Class B voting common stock entitles its holder
to ten votes. Holders of both classes of voting common stock will wvote
together as a single class on all matters to be presented for a vote of
stockholders, unless otherwise required by law. Excludes nonvoting
common stock.

(3) As reported by Dimensional Fund Advisors, Inc. in its schedule 13G
filed with the SEC on February 12, 2002. The address for Dimensional
Fund Advisors, Inc. is 1299 Ocean Avenue, 11th Floor, Santa Monica,
California 50401.

(4) As reported by Star Cable Associates ("Star"), Richard W. Talarico

{"Talarico"), and Hawthorne Associates ("Hawthorne") in their Schedule
13G jointly filed with the SEC on February 12, 2001. The address for
Star, Talarico, and Hawthorne is 500 Greentree Commons, 381 Mansfield
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{5)

Avenue, Pittsburgh, Pennsylvania 15220.

Includes a grant to Mr. Bennett of 64,000 shares of restricted stock,
made on April 24, 2000. These shares vest in 25% increments over each
of the first four anniversaries of the grant. At December 31, 2001,
16,000 of these shares were vested. Mr. Bennett's total also includes
137,500 shares of Class A voting common stock purchasable within 60
days of February 28, 2002.
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(6) Mr. Cribiore is a director of Classic and a manager of Brera Classic.
Mr. Cribiore is not the registered holder of any shares and disclaims
the beneficial ownership of the shares listed above except to the
extent of his indirect interest in the assets of the nominal
stockholder, if any.

(7) Mr. Geisler is a director of Classic and a manager of Brera Clagsic.
Mr. Geisler is not the registered holder of any shares and digclaims
the beneficial ownerghip of the shares listed above except to the
extent of his indirect interest in the assets of the nominal
stockhelder, if any.

(8} Mr. Harnick's totals include 3,750 shares of Class A voting common
stock purchasable within 60 days of February 28, 2002.

{9) Ms. Hook's totals include 1,250 shares of Class A voting common stock
purchasable within 60 days of February 28, 2002.

(10) Mr. Kofalt's totals include 31,000 shares of Class A voting common
stock purchasable within 60 days of February 28, 2002.

{11) Mr. Payson's totals include 5,500 shares of Clasg A voting common stock
purchasable within 60 days of February 28, 2002.

ITEM 3i3. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

MANAGEMENT AND ADVISORY FEE AGREEMENT

Ag part of the Brera Classic egquity investment, we and Brera Classic entered
into an agreement pursuant to which Brera Classic was paid a transaction fee of
53 million upon closing of the Brera Classic equity investment in consideration
for arranging the equity investment. The agreement further provided that we
would pay Brera Classic an annual fee of $250,000 in consideration for
transactional assistance and advice provided to us until we completed an initial
public offering, payment of which was made at the closing of the Buford
acquisition. Brera Classic was paid a transaction fee of $1.3 million upon the
closing of our acguisition of Star Cable Associates, which occurred on February
16, 1999, in consideraticon for transactional advisory services.

EMPLOYEE LOAN/STOCK PURCHASE PROGRAM

In August 2000, the compensation committee approved the Employee Loan / Stock
Purchase Program. Pursuant to the program, certain employees of Classic are
permitted to borrow up to an amount equal to their prior years' total cash
compensation to be used to purchase Classic common stock. Such loans are for
seven years, and bear interest at a rate equal to the rate in effect for our
credit facility plus 1.75%. The plan also provides for increased interest rates
based on the incurrence of certain events, such as the sale of the underlying
stock or the termination of the employee. Mr. Bennett borrowed $400,000 under
the Plan in August 2000, which was to be due in August 2007. In June 2001, we
forgave the loan. The amount forgiven was $443,000, including accrued interest.
Other costs incurred related to the forgiveness totaled %325, 000. Currently,
there are no outstanding cobligations under the loan program and due to the
Chapter 11 cases, the company does not intend to continue this program.
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