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effective.

If the securities being registered on this Form are being offered in
connection with the formation of a holding company and there is compliance with
General Instruction G, check the following box. [_]

If this Form is filed to register additional securities for an offering
pursuant to Rule 462 (b) under the Securities Act, check the following box and
list the Securities Act registration statement number of the earlier effective
registration statement for the same offering. [_]

If this Form is a post-effective amendment, filed pursuant to Rule 462 (d)
under the Securities Act, check the following box and list the Securities Act
registration statement number of the earlier effective registration statement
for the same offering. [_]

This Registration Statement shall become effective in accordance with
Section 8(a) of the Securities Act of 1933.

The information in this prospectus is not complete and may be changed. We may
not sell these securities until the registration statement filed with the
Securities and Exchange Commission becomes effective. This prospectus is not an
offer to sell these securities and we are not soliciting an offer to buy these
securities in any jurisdiction where the offer is not permitted.

SUBJECT TO COMPLETION

DATED JANUARY 14, 2002

PROSPECTUS
CellStar Corporation
Exchange Offer for up to
$150,000,000 Outstanding Aggregate Principal Amount of
5% Convertible Subordinated Notes Due 2002

CellStar Corporation is offering, upon the terms and conditions set forth in
this prospectus and in the accompanying letter of transmittal, to exchange (the
"Exchange Offer"), for each $1,000 principal amount of our currently
outstanding 5% Convertible Subordinated Notes due 2002 (CUSIP Nos. 150925AC9,
150925AB1, 150925AA3 and U12623AA9) (the "Existing Subordinated Notes")
approximately (i) $366.67 in cash and (ii) at the holder's election one of the
following options for all Existing Subordinated Notes held by such holder: (a)
$400.94 principal amount of 12% Senior Subordinated Notes due January 2007 (the
"Senior Notes") or (b) $320.75 principal amount of Senior Notes and $80.19
principal amount of 5% Senior Subordinated Convertible Notes due November 2002
(the "Senior Convertible Notes") or (c) $400.94 principal amount of Senior
Convertible Notes. The Existing Subordinated Notes currently call for the
issuance of 36.14 shares of our common stock, par value $0.01 per share, (the
"Common Stock"), at a conversion price of $27.668, for each $1,000 principal
amount of Existing Subordinated Notes. Subject to the terms and conditions of
the Exchange Offer, we will (i) pay up to an aggregate of $55,000,000 in cash
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and (ii) issue at the holders' election either up to (a) $60,142,000 aggregate
principal amount of Senior Notes, or (b) $60,142,000 aggregate principal amount
of Senior Convertible Notes in exchange for up to $150,000,000 aggregate
principal amount of Existing Subordinated Notes, representing all of the
outstanding principal amount of the Existing Subordinated Notes, that are
properly tendered and not withdrawn prior to the expiration of the Exchange
Offer. We will also pay accrued and unpaid interest up to the date of
acceptance on Existing Subordinated Notes we accept for exchange. For a more
detailed description of the Senior Notes and Senior Convertible Notes we are
proposing to issue in the Exchange Offer, please see the sections of this
prospectus titled "Description of Senior Notes" and "Description of Senior
Convertible Notes." The Exchange Offer is conditioned upon the exchange of a
minimum principal amount of $135,000,000 of Existing Subordinated Notes,
representing 90% of the outstanding Existing Subordinated Notes. Subject to
applicable securities laws and the terms set forth in this prospectus, we
reserve the right to waive any and all conditions to the Exchange Offer. We
also reserve the right to extend or amend the Exchange Offer, in our sole and
absolute discretion. The Exchange Offer is open to all holders of Existing
Subordinated Notes, and is subject to customary conditions.

Our Common Stock is listed for quotation on the Nasdaqg National Market
System under the symbol "CLST." We expect the Senior Notes and Senior
Convertible Notes to trade in the over-the-counter market.

In connection with the Exchange Offer, we also intend to reduce the number
of our issued and outstanding shares of Common Stock. We expect to accomplish
this reduction in our Common Stock through a reverse stock split of our issued
and outstanding Common Stock on a one-for-five basis. The reverse split will
become effective after the closing of the Exchange Offer.

The Exchange Offer and withdrawal rights will expire at 5:00 p.m., New York
City time, on February 12, 2002, unless extended. We do not currently intend to
extend the Exchange Offer.

We urge you to carefully read the "Risk Factors" section beginning on page
16 before you make any investment decision.

To exchange your Existing Subordinated Notes for cash and either Senior
Notes, Senior Convertible Notes or a combination of Senior Notes and Senior
Convertible Notes:

you must complete and send the letter of transmittal that accompanies this
prospectus to the exchange agent so that the exchange agent receives the
letter of transmittal before 5:00 p.m., New York City time, on February 12,
2002; or

if your Existing Subordinated Notes are held in book-entry form at The
Depository Trust Company, you must instruct The Depository Trust Company,
through your signed letter of transmittal, that you wish to exchange your
Existing Subordinated Notes for cash and either Senior Notes, Senior
Convertible Notes or a combination of Senior Notes and Senior Convertible
Notes. When the Exchange Offer closes, your account at The Depository Trust
Company will be changed to reflect your exchange of Existing Subordinated
Notes for cash and either Senior Notes, Senior Convertible Notes or a
combination of Senior Notes and Senior Convertible Notes.
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SUMMARY

The following summary contains basic information about the Exchange Offer.
It may not contain all the information that is important to you in making your
investment decision. More detailed information appears elsewhere in this
prospectus and in our consolidated financial statements and accompanying notes.
"The Exchange Offer", "Description of Senior Notes", "Description of Senior
Convertible Notes" and "Description of Capital Stock", sections of this
prospectus contain more detailed information regarding the terms and conditions
of the Exchange Offer, Senior Notes, Senior Convertible Notes and Common Stock.
Unless the context clearly implies otherwise the words "we," "our," "ours," and
"us" refer to CellStar Corporation and our subsidiaries.

ABOUT CELLSTAR CORPORATION

CellStar Corporation, a Delaware corporation, is making the Exchange Offer.
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We are a leading global provider of distribution and value-added logistics
services to the wireless communications industry, with operations in
Asia-Pacific, North America, Latin America and Europe. We facilitate the
effective and efficient distribution of handsets, related accessories and other
wireless products from leading manufacturers to network operators, agents,
resellers, dealers and retailers. In many of our markets, we provide activation
services that generate new subscribers for our wireless carrier customers. We
were formed in 1993 as a Delaware corporation to hold the stock of National
Auto Center, Inc., which is now one of our operating subsidiaries. National
Auto Center, Inc. was originally formed in 1981 to distribute and install
automotive aftermarket products and in 1984 began offering wireless
communications products and services.

Our principal executive offices are located at 1730 Briercroft Court,
Carrollton, Texas 75006. Our U.S. telephone number is (972) 466-5000.

Our Common Stock is listed for quotation on the Nasdaqg National Market
System under the symbol "CLST." For further information concerning CellStar,
please see the section of this prospectus titled "Where You Can Find More
Information."

QUESTIONS AND ANSWERS ABOUT THE EXCHANGE OFFER

Through this prospectus and the enclosed letter of transmittal, we are
offering to pay (i) up to an aggregate of $55,000,000 in cash and (ii) issue at
the holders' election either up to (a) $60,142,000 aggregate principal amount
of Senior Notes or (b) $60,142,000 aggregate principal amount of Senior
Convertible Notes in exchange for up to $150,000,000 aggregate principal amount
of Existing Subordinated Notes. The following are some of the questions you may
have as a holder of Existing Subordinated Notes and answers to those questions.
The following summary highlights selected information from this prospectus and
may not contain all the information you will need to make a decision regarding
whether or not to tender your Existing Subordinated Notes. This prospectus
includes specific terms of the Exchange Offer, including a summary description
of the terms of the Exchange Offer, a description of the Senior Notes and
Senior Convertible Notes we are proposing to issue (and underlying Common
Stock) and some financial data. We encourage you to carefully read this
prospectus in its entirety, including the discussion of risks and uncertainties
affecting our business included in the section of this prospectus titled "Risk
Factors" beginning on page 16.

What classes and amounts of securities are sought in the Exchange Offer, and
what securities are being offered by CellStar in exchange for my Existing
Subordinated Notes?

We are offering to acquire all of the Existing Subordinated Notes in
exchange for up to an aggregate of $55,000,000 in cash, and up to an aggregate
of $60,142,000 principal amount of Senior Notes and/or Senior

Convertible Notes. The Senior Notes and the Senior Convertible Notes are
sometimes referred to as the "Exchange Notes." We have the right to extend or
amend the Exchange Offer in our sole and absolute discretion and the right to
terminate the Exchange Offer at any time prior to the expiration date if the
conditions to the Exchange Offer are not satisfied. A holder of Existing
Subordinated Notes will receive in the Exchange Offer for each $1,000 principal
amount of Existing Subordinated Notes tendered one of the following options for
all Existing Subordinated Notes held by such holder:
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Amount Tendered Option (A) Option (B) (1) Option (C)
$1,000 principal amount $366.67 cash $366.67 cash $366.67 cash
of Existing Subordinated $400.94 principal $320.75 principal amount $400.94 principal
Notes amount of Senior of Senior Notes amount of Senior
Notes $80.19 principal amount Convertible Notes
of Senior Convertible
Notes

Total amount of
Consideration Received $767.61 $767.61 $767.61

(1) Of the aggregate principal amount of Exchange Notes you receive under this
option, 80% will be Senior Notes and 20% will be Senior Convertible Notes.

Notwithstanding the foregoing, we will only issue Exchange Notes in
denominations of $1,000 or integral multiples thereof and we will pay cash in
lieu of issuing Exchange Notes in denominations less than $1,000.

The value of the consideration received in exchange for each $1,000
principal amount of Existing Subordinated Notes is subject to change based upon
the value of the Senior Notes and Senior Convertible Notes at the time of
issuance.

For more information regarding the terms of the Exchange Offer, please see
the section of this prospectus titled "The Exchange Offer."

Have the largest holders of Existing Subordinated Notes indicated whether they
will participate in the Exchange Offer?

Stark Investments, LP, Creedon Capital and Northwestern Mutual Life have all
indicated they will tender their bonds in the Exchange Offer. Stark
Investments, LP and Northwestern Mutual Life have indicated that they will
exchange their Existing Subordinated Notes for cash and Senior Convertible
Notes (Option (C)). Creedon Capital has indicated that it will exchange its
Existing Subordinated Notes for cash, Senior Notes and Senior Convertible Notes
(Option (B)). However, these indications of interest are not legally binding,
and these holders could decide not to exchange their Existing Subordinated
Notes or could elect another exchange option.

These three holders own a total of $110,161,000 principal amount, or 73%, of
Existing Subordinated Notes.

What are the terms of the Senior Convertible Notes?

The Senior Convertible Notes are convertible into CellStar's Common Stock at
the holder's option at any time prior to maturity, and are mandatorily
convertible upon maturity, into one share of Common Stock for each $1.00
principal amount. However, the Senior Convertible Notes cannot be mandatorily
converted at maturity as long as we are in default on any indebtedness.

The Senior Convertible Notes mature in 10 months, are senior to the Existing
Subordinated Notes and rank equally with the Senior Notes. The Senior
Convertible Notes bear interest at 5% per annum. Interest 1is payable in either
cash or Common Stock at the option of CellStar.

Why is CellStar making the Exchange Offer?

We do not currently believe that we will be able to refinance or pay off the
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Existing Subordinated Notes when they mature in October 2002. We experienced
significant losses in fiscal 2000. These losses, combined

with current adverse capital market and economic conditions and an overall
weakness in the telecommunications industry, have adversely affected CellStar's
ability to refinance the Existing Subordinated Notes. The Existing Subordinated
Notes became a current liability in October 2001, which further adversely
affected our balance sheet and our ability to finance our operations.

For several months, management and our financial advisor, Dresdner Kleinwort
Wasserstein, Inc. have been examining alternatives to address the need to
refinance the Existing Subordinated Notes. Management and Dresdner Kleinwort
Wasserstein believe that it is not feasible at this time for CellStar to effect
such a refinancing by raising new money through the issuance of equity or debt
securities on terms that would be acceptable to us.

Since March 2001, management and Dresdner Kleinwort Wasserstein have held
informal discussions with Stark Investments, LP, and since September 2001 with
Creedon Capital and Northwestern Mutual Life, which collectively hold
approximately 73% of the outstanding principal amount of the Existing
Subordinated Notes. As a result of these negotiations and the considerations
described in the previous paragraphs, we believe the terms of the Exchange
Offer are in noteholders' and stockholders' best interests and will improve
CellStar's opportunities for success. However, no fairness opinion has been
obtained as to the terms of the Exchange Offer.

The Exchange Offer will improve CellStar's balance sheet by reducing our
outstanding indebtedness. We believe that improving our balance sheet will
provide us with enhanced access to the capital markets and expand our
opportunities for future growth.

If the Exchange Offer is not completed and CellStar is unable to otherwise
refinance or pay off the Existing Subordinated Notes, we face the possibility
of bankruptcy when the Existing Subordinated Notes become due in October 2002,
or possibly earlier, the consequence of which could be liquidation or
reorganization of CellStar.

On September 28, 2001, we entered into a new $60 million revolving credit
facility, which was subsequently increased to $85 million by an amendment on
October 12, 2001. This credit facility has a term of five years, and provides
greater flexibility in funding foreign operations, a more extensive borrowing
base, and more flexible financial covenants. We expect to borrow funds under
the revolving credit facility to pay a portion of the cash to be paid in
exchange for the Existing Subordinated Notes. The revolving credit facility has
an interest rate of prime plus 1% and is secured by substantially all of
Cellstar's assets. The revolving credit facility requires CellStar to refinance
the Existing Subordinated Notes or exchange or extend the maturity of at least
$120 million of the Existing Subordinated Notes by April 2002 in a manner
satisfactory to the lender. Failure to do so could result in a default under
the revolving credit facility, which could cause bankruptcy, liquidation or
reorganization of CellStar.

During the twelve months ended January 9, 2002, the price of the Common
Stock ranged from a low closing price of $0.76 per share to a high closing
price of $2.58 per share. On January 9, 2002, the last sales price of the
Common Stock was $0.80 per share and at January 11, 2002 the average of the bid
and asked prices of the Existing Subordinated Notes was $625.00 per $1,000
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principal amount.

What is the priority in payment of the Exchange Notes compared to the Existing
Subordinated Notes?

The Exchange Notes are senior to the Existing Subordinated Notes and junior
to the revolving credit facility. The Existing Subordinated Notes are
subordinate to both the revolving credit facility and the Exchange Notes. Up to
$60,142,000 principal amount of Exchange Notes may be issued in the Exchange
Offer.

The Existing Subordinated Notes are general unsecured obligations of
CellStar and are subordinated in right of payment to all our existing and
future senior indebtedness, including our revolving credit facility, the Senior
Notes, and Senior Convertible Notes. As a result of this subordination, if we
are liquidated, become insolvent, or go into bankruptcy, our assets will be
available to pay obligations under the Existing Subordinated Notes only after
all senior debt, including our revolving credit facility, the Senior Notes, and
Senior Convertible Notes, has been paid in full.

What does CellStar's Board of Directors think of the Exchange Offer?

The Board of Directors of CellStar believes that the Exchange Offer is in
the best interests of CellStar and our stockholders and will improve our
opportunities for success. However, the Board is not making any

3

recommendation regarding whether you should tender your Existing Subordinated
Notes in the Exchange Offer. Accordingly, you must make your own determination
as to whether to tender your Existing Subordinated Notes and accept the cash
and, at your election, either Senior Notes, Senior Convertible Notes, or a
combination of Senior Notes and Senior Convertible Notes in the Exchange Offer.
We urge you to carefully read this prospectus and the other documents to which
we refer you in their entirety, especially the discussion of risks and
uncertainties affecting our business in the section of this prospectus titled
"Risk Factors," and then make your own decision.

What is the effect of participating in the Exchange Offer?

In exchange for your Existing Subordinated Notes, you will receive a cash
payment and, at your election, either Senior Notes, Senior Convertible Notes,
or a combination of Senior Notes and Senior Convertible Notes. Your rights as a
holder of Existing Subordinated Notes are currently governed by the indenture
under which the Existing Subordinated Notes were issued. The Senior Notes and
Senior Convertible Notes will be governed by the indentures under which they
are issued, so your rights will change if you exchange your Existing
Subordinated Notes in the Exchange Offer. Both the Senior Notes and the Senior
Convertible Notes will be senior to the Existing Subordinated Notes in right of
payment, including any payment in bankruptcy.

If all holders of Existing Subordinated Notes elect to receive Senior
Convertible Notes, upon conversion of the Senior Convertible Notes the holders
would own in the aggregate 50% of our Common Stock, assuming we have not issued
any Common Stock prior to the conversion.

We urge you to carefully read the discussion of risks and uncertainties set
forth in the section of this prospectus titled "Risk Factors," in particular
under the subsection titled "Risks Related to the Exchange Offer, Senior Notes
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and Senior Convertible Notes" as well as the unaudited pro forma condensed
consolidated financial information. This pro forma financial information
reflects what the impact of the Exchange Offer on our historical financial
information would have been, assuming all Existing Subordinated Notes are
exchanged for $9.2 million principal amount of Senior Notes, $50.9 million
principal amount of Senior Convertible Notes and $55.0 million in cash, which
gives effect to the indications of interest from the three largest holders of
Existing Subordinated Notes and assumes the remaining holders tender for Senior
Convertible Notes. This assumption was made to show the largest negative impact
the Exchange Offer could have on our earnings per share and the most dilution
the Exchange Offer could have on our holders of Common Stock. We also urge you
to carefully read the selected consolidated financial information concerning
CellStar in the sections of this prospectus titled "Unaudited Pro Forma
Condensed Consolidated Financial Information" and "Selected Historical
Financial Data."

What risks should I consider in deciding whether or not to tender my Existing
Subordinated Notes?

In deciding whether to participate in the Exchange Offer, you should
consider the risk of continuing to hold Existing Subordinated Notes that will
be subordinated in right of payment to all senior indebtedness, including our
senior revolving credit facility, the Senior Notes, and Senior Convertible
Notes. You also should carefully consider the discussion of risks and
uncertainties affecting our business described in the section of this
prospectus titled "Risk Factors."

Will the Senior Notes and Senior Convertibles Notes be listed for trading-?

The Senior Notes and Senior Convertible Notes are expected to trade in the
over—the-counter market. Generally, the Senior Notes and Senior Convertible
Notes that you receive in the Exchange Offer, and the shares of Common stock
issuable upon conversion of the Senior Convertible Notes, will be freely
tradeable, unless you are considered an affiliate of ours, as that term is
defined in the Securities Act of 1933 (the "Securities Act"). For more
information regarding the market for our Senior Notes and Senior Convertible
Notes, please see "Description of Senior Notes" and "Description of Senior
Convertible Notes." For more information regarding the market for our Common
Stock, please see "Description of Capital Stock."

What are the conditions to the Exchange Offer?

The Exchange Offer is conditioned upon, among other things, the exchange of
a minimum principal amount of $135,000,000 of Existing Subordinated Notes,
representing 90% of the outstanding Existing Subordinated Notes, the approval
of the Exchange Offer by our stockholders, and the consent of the agent and
lenders holding at least 66 2/3% of the commitments under our revolving credit
facility. In addition, the Exchange Offer is subject to a number of customary
conditions, some of which we may waive. If any of these conditions are not
satisfied, we will not be obligated to accept and exchange any properly
tendered Existing Subordinated Notes. For more information regarding the
conditions to the Exchange Offer, please see the section of this prospectus
titled "The Exchange Offer--Conditions to the Exchange Offer."

What will be the effect if we fail to complete the Exchange Offer?
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Without completion of the Exchange Offer, and if CellStar is unable to
otherwise refinance or pay off the Existing Subordinated Notes, we face the
possibility of bankruptcy when the Existing Subordinated Notes become due in
October 2002, or possibly earlier, the consequence of which could be
liquidation or reorganization of CellStar. The revolving credit facility
requires CellStar to refinance the Existing Subordinated Notes or exchange or
extend the maturity of at least $120 million of Existing Subordinated Notes by
April 2002 in a manner satisfactory to the lender. Failure to do so would
result in a default under the revolving credit facility, which could cause
bankruptcy, ligquidation or reorganization of CellStar.

What will be the effect of the Exchange Offer on the trading market of the
Existing Subordinated Notes that are not exchanged?

There is currently a limited trading market for the Existing Subordinated
Notes. To the extent that Existing Subordinated Notes are tendered and accepted
for exchange in the Exchange Offer, the trading market for the remaining
Existing Subordinated Notes will be even more limited or may cease altogether.
A debt security with a smaller outstanding aggregate principal amount or
"float" may command a lower price than would a comparable debt security with a
larger float. Therefore, the market price for the unexchanged Existing
Subordinated Notes may be adversely affected to the extent that the principal
amount of Existing Subordinated Notes tendered in the Exchange Offer reduces
the float. The reduced float may also make the trading prices of the Existing
Subordinated Notes more volatile.

What is the source of the cash CellStar is going to pay in exchange for the
Existing Subordinated Notes?

The cash portion of the exchange consideration to be paid for the Existing
Subordinated Notes is currently available from CellStar's internally generated
funds and borrowings under our credit facilities. We expect to borrow $30.0
million under the revolving credit facility for this purpose.

What are the federal income tax consequences to me of participating in the
Exchange Offer?

Any payments attributable to accrued but unpaid interest on the Existing
Subordinated Notes will be taxable. A U.S. holder will not recognize loss on
the exchange, but will recognize gain up to the amount of cash received in the
exchange that is not related to accrued but unpaid interest, but only to the
extent that the sum of the fair market value of all Exchange Notes received
plus cash not used to pay accrued interest exceeds the U.S. holder's adjusted
tax basis in the Existing Subordinated Notes. A non-U.S. holder will generally
not be subject to U.S. Federal income tax on any gain resulting from the
exchange. For more information regarding the tax consequences to you as a
result of the Exchange Offer, please see the section of this prospectus titled
"Material United States Federal Income Tax Consequences to Existing
Subordinated Note Holders."

The tax consequences you may experience as a result of participating in the
Exchange Offer will depend on your individual situation. You should consult
your tax advisor for a full understanding of these tax consequences.

Is CellStar's financial condition relevant to my decision to tender in the
Exchange Offer?

Yes. The completion of the Exchange Offer will have an effect on our debt

service obligations and other related commitments. To assist you in determining
the effect of our financial condition on you as a holder of Senior Notes and
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Senior Convertible Notes and, upon the conversion of the Senior Convertible
Notes, Common Stock (if you elect to tender your Existing Subordinated Notes in
the Exchange Offer), or as a holder of Existing

5

Subordinated Notes (if you elect not to exchange or if we do not accept the
Existing Subordinated Notes for exchange), we have included unaudited pro forma
condensed consolidated financial information that reflects what the impact of
the Exchange Offer on our historical financial information would have been
assuming all Existing Subordinated Notes are exchanged for $9.2 million
principal amount of Senior Notes, $50.9 million principal amount of Senior
Convertible Notes and $55.0 million in cash. We have also included selected
consolidated financial information concerning CellStar in the sections of this
prospectus titled "Unaudited Pro Forma Condensed Consolidated Financial
Information” and "Selected Historical Financial Data."

Will CellStar receive any cash proceeds from the Exchange Offer?
No.

How long do I have to decide whether to tender?

You will have until 5:00 p.m., New York City time, on February 12, 2002. If
you cannot deliver the certificates representing your Existing Subordinated
Notes and the other documents required to make a valid tender by that time, you
may be able to use a guaranteed delivery procedure. For more information
regarding the time period for tendering your Existing Subordinated Notes,
including the use of a guaranteed delivery procedure, please see the section of
this prospectus titled "The Exchange Offer--Terms of the Exchange Offer; Period
for Tendering Existing Subordinated Notes."

Under what circumstances can the Exchange Offer be extended or amended?

We can extend the Exchange Offer in our sole and absolute discretion, and we
reserve the right to do so. During any extension of the Exchange Offer,
Existing Subordinated Notes that were previously tendered and not withdrawn
will remain subject to the Exchange Offer. In the event we increase or decrease
the consideration offered to holders of Existing Subordinated Notes pursuant to
the Exchange Offer, we will extend the expiration date of the Exchange Offer by
at least an additional 10 days from the date of oral or written notification
of, or a public announcement concerning, the change in consideration. In
addition, we expressly reserve the right to amend the Exchange Offer and not to
accept any Existing Subordinated Notes if any of the events described in the
section of this prospectus titled "The Exchange Offer—--Conditions to the
Exchange Offer" occurs. For more information regarding our right to extend or
amend the Exchange Offer, please see the section of this prospectus titled "The
Exchange Offer--Extensions, Delay in Acceptance, Termination or Amendment."

How will I be notified if the Exchange Offer is extended or amended?

If we extend or amend the Exchange Offer, we will issue a press release or
another form of public announcement through Dow Jones Newswires. In the case of
an extension, a release or announcement will be issued no later than 9:00 a.m.,
New York City time, on the next business day after the previously scheduled
expiration date of the Exchange Offer. For more information regarding
notification of extensions or amendments of the Exchange Offer, please see the
section of this prospectus titled "The Exchange Offer--Extensions, Delay in

11
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Acceptance, Termination or Amendment."
How do I tender my Existing Subordinated Notes?

To tender your Existing Subordinated Notes, you must deliver the
certificates representing your Existing Subordinated Notes, together with a
completed letter of transmittal and any other documents required by the letter
of transmittal, to the Exchange Agent, not later than the time the Exchange
Offer expires. If your Existing Subordinated Notes are held in "street name"
(that is, through a broker, dealer or other nominee) the Existing Subordinated
Notes can be tendered by your nominee through The Depository Trust Company. If
you cannot provide the Exchange Agent with all of the required documents prior
to the expiration of the Exchange Offer, you may obtain additional time to do
so by submitting a notice of guaranteed delivery to the Exchange Agent, which
must be certified by a broker, bank or other fiduciary that is a member of the
Securities Transfer Agent Medallion Program or another eligible institution
guarantee. You are also required to guarantee that these items will be received
by the Exchange Agent within three Nasdag National Market System listing
trading days, and for your tender to be wvalid, the Exchange Agent must receive
the missing items within that three listing-day

period. For more information regarding the procedures for tendering your
Existing Subordinated Notes, please see the section of this prospectus titled
"The Exchange Offer--Procedures for Tendering Existing Subordinated Notes."

When will I receive the cash and either Senior Notes, Senior Convertible Notes
or combination of Senior Notes and Senior Convertible Notes in exchange for my
Existing Subordinated Notes?

Subject to the satisfaction or waiver of all conditions to the Exchange
Offer, and assuming we have not previously elected to terminate or amend the
Exchange Offer, we will accept for exchange the Existing Subordinated Notes
that are properly tendered and not withdrawn prior to the expiration of the
Exchange Offer at 5:00 p.m., New York City time, on February 12, 2002. Promptly
following this date, cash and, depending on your election, either Senior Notes,
Senior Convertible Notes or a combination of Senior Notes and Senior
Convertible Notes will be delivered in exchange for Existing Subordinated
Notes, up to the maximum aggregate amount we are offering for exchange. For
more information regarding our obligation to pay cash and issue either Senior
Notes, Senior Convertible Notes or a combination of Senior Notes and Senior
Convertible Notes in exchange for tendered Existing Subordinated Notes, please
see the section of this prospectus titled "The Exchange Offer--Acceptance of
Existing Subordinated Notes for Exchange; Delivery of Cash, Senior Notes and
Senior Convertible Notes."

What happens if my Existing Subordinated Notes are not accepted for exchange?

If we decide for any reason not to accept any Existing Subordinated Notes,
we will return the Existing Subordinated Notes to the registered holder at our
expense promptly after the expiration or termination of the Exchange Offer. In
the case of Existing Subordinated Notes tendered by book-entry transfer into
the Exchange Agent's account at The Depository Trust Company, as described
above, The Depository Trust Company will credit any withdrawn or unaccepted
Existing Subordinated Notes to the tendering holder's account at The Depository
Trust Company. For more information regarding the withdrawal of tendered
Existing Subordinated Notes, please see the sections of this prospectus titled

12
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"The Exchange Offer--Terms of the Exchange Offer; Period for Tendering Existing
Subordinated Notes" and "--Withdrawal of Tenders."

Until when may I withdraw previously tendered Existing Subordinated Notes?

You may withdraw previously tendered Existing Subordinated Notes at any time
until the Exchange Offer has expired. If we have not agreed to accept your
Existing Subordinated Notes for exchange by March 12, 2002, you may withdraw
them at any time after that date until we accept your Existing Subordinated
Notes for exchange. For more information regarding your right to withdraw
tendered Existing Subordinated Notes, please see the section of this prospectus
titled "The Exchange Offer--Withdrawal of Tenders."

How do I withdraw previously tendered Existing Subordinated Notes?

To withdraw previously tendered Existing Subordinated Notes, you are
required to deliver, which you may deliver by facsimile, a written notice of
withdrawal to the Exchange Agent, with all the information required by the
notice of withdrawal. For more information regarding the procedures for
withdrawing tendered Existing Subordinated Notes, please see the section of
this prospectus titled "The Exchange Offer--Withdrawal of Tenders."

Why are we reducing the number of shares of our issued and outstanding Common
Stock?

In connection with the Exchange Offer, we also intend to reduce the number
of our issued and outstanding shares of Common Stock. We expect to accomplish
this reduction through a reverse split of our Common Stock on a one-for-five
basis. The reverse split will become effective after the closing of the
Exchange Offer and must be approved by our stockholders.

The Board of Directors has proposed the reverse split for stockholder
approval to facilitate the listing of the Common Stock on the Nasdag National
Market System. One criteria for continued listing on the Nasdag National

Market System is that our Common Stock trading price must be at least $1.00 per
share. The per share price of our Common Stock does not currently meet the
minimum trading price requirement of the Nasdaqg National Market System. We
believe the completion of the reverse split will cause the trading price of the
Common Stock to increase proportionately and thereby permit CellStar to meet
the minimum trading price requirement of the Nasdaqg National Market System. The
reverse split may not result in any change in the price of our Common Stock.
Additionally, even if the price of our Common Stock does increase as a result
of the reverse split, such increase may not be sufficient to allow us to comply
with the listing requirements of the Nasdag National Market System.

The share information included in this prospectus has not been adjusted to
give effect to this proposed reverse split.

If the reverse split is approved, the number of shares of Common Stock to be
issued upon conversion of the Senior Convertible Notes will be proportionately
reduced.

Whom can I talk to if I have questions about the Exchange Offer?

If you have questions regarding the information in this prospectus or the
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Exchange Offer, please contact the Information Agent. If you have questions
regarding the procedures for tendering in the Exchange Offer or require
assistance in tendering your Existing Subordinated Notes, please contact the
Exchange Agent. If you would like additional copies of this prospectus, our
Form 10-K/A for the fiscal year ended November 30, 2000 filed on July 6, 2001,
our Quarterly Reports on Form 10-Q or our Annual Meeting Proxy Statement,
please contact either the Information Agent or the Exchange Agent.

You can call the Dealer Manager collect at (212) 969-2744, the Information
Agent collect at (212) 929-5500 or toll-free at (800) 322-2885, and the
Exchange Agent at (212) 495-1784. You can also write to the Information Agent
or the Exchange Agent at one of the addresses listed on page 111 of this
prospectus.

For more information regarding CellStar, please see the section of the
prospectus titled "Where You Can Find More Information." You can also contact
us at:

CellStar Corporation
1730 Briercroft Court
Carrollton, Texas 75006
Attention: Investor Relations
Phone number: (972) 466-5000

COMPARISON OF EXISTING SUBORDINATED NOTES TO SENIOR NOTES AND SENIOR
CONVERTIBLE NOTES

For a more detailed description of our Existing Subordinated Notes, please
see the section of the prospectus titled "Description of Existing Subordinated
Notes." For a more detailed description of our Senior Notes and Senior
Convertible Notes, please see the sections of the prospectus titled
"Description of Senior Notes" and "Description of Senior Convertible Notes."

Existing Subordinated Notes Senior Notes
ISSUEL .t vttt ettt et eeennnn Cellstar Corporation Cellstar Corporation
Notes Offered............ $150,000,000 aggregate Up to $60,142,000 aggregate
principal amount of 5% principal amount of 12% Senior
Convertible Subordinated Notes Subordinated Notes Due 2007.

Due October 2002 issued under
an indenture (the "Existing
Subordinated Notes Indenture")
between CellStar and The Bank
of New York, as trustee.

Interest Payment Dates... Payable on April 15 and Payable on August 15 and
October 15 of each year. February 15 of each year.
Interest......c..ovvvn.. 5% per annum in cash 12% per annum in cash
Maturity......oeeeeeenen.. October 15, 2002. January 15, 2007
Conversion........oouvue.. Convertible into CellStar None.
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Redemption...............

Change of Control

Ranking

Common Stock at $27.668 per
share, subject to adjustment.

The Existing Subordinated

Notes are redeemable, in whole
or in part, at our option, at
101% of the principal amount
plus accrued and unpaid
interest.

In the event of a Change of
Control, holders of the Existing
Subordinated Notes will have

the right to require us to
repurchase their Existing in part
at a price of 101% of the
principal amount thereof plus
accrued and unpaid interest.

Existing Subordinated Notes

The Existing Subordinated

Notes constitute general,
unsecured obligations of
Cellstar and are subordinated in
right of payment to all our
existing and future senior
indebtedness. The Existing
Subordinated Notes will also be
subordinate in right of payment
to the Senior Notes and Senior
Convertible Notes. In addition,
because our operations are
conducted exclusively through
our operating subsidiaries,
claims of creditors of such
subsidiaries will have priority
with respect to the assets and
earnings of such subsidiaries
over the claims of our creditors,
including holders of the

The Senior Notes will be subject
to redemption at CellStar's
option, at any time at a price of
100% of par.

In the event of a Change of
Control, holders of the Senior
Notes will have the right to
require us to repurchase their
Senior Notes in whole or in part
at a price of 101% of their
principal amount.

Senior Notes

The Senior Notes will constitute
general unsecured obligations of

CellStar and will be subordinated

in right of payment to our
revolving credit facility and all
other existing and future senior
indebtedness, and senior in right
of payment to all subordinated
indebtedness, including the
Existing Subordinated Notes. The
Senior Notes rank equally with
the Senior Convertible Notes.
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Negative Covenants
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Existing Subordinated Notes. At
January 8, 2002, we had

$16.1 million of Senior
Indebtedness outstanding. At
November 30, 2001 our
subsidiaries had $285.2 million
of trade payables and other
indebtedness outstanding. Our
revolving credit facility
provides for maximum

borrowings of $85.0 million. At
January 8, 2002, we had
available $65.8 million of the
$85.0 million borrowing
capacity. We expect to borrow
$30.0 million under the
revolving credit facility to fund
the cash portion of the
Exchange Offer consideration.
The Existing Subordinated

Notes indenture does not limit
the amount of additional
indebtedness that CellStar or
our subsidiaries can create,
incur, assume or guarantee.
Please see the section of this
Offering Circular titled
"Description of Existing
Subordinated Notes-—-
Subordination."

10

Existing Subordinated Notes Senior Notes

We will pay accrued and unpaid Not applicable.

interest up to the date of

acceptance on the Existing

Subordinated Notes we accept

for exchange. For more

information regarding the

payment of interest on the

Existing Subordinated Notes we

accept for exchange please see

the section of this prospectus

titled "The Exchange Offer—-

Acceptance of Existing

Subordinated Notes for

Exchange; Delivery of Cash,

Senior Notes and Senior

Convertible Notes."

None. The Senior Notes Indenture will
contain covenants that limit
additional indebtedness,
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investments, loans and advances,
restricted payments, liens, sale-
lease back transactions, mergers,
sale of assets, etc. and disposition
of proceeds of asset sales

Listing.....cooveveeeoan. The Existing Subordinated The Senior Notes are expected to The
Notes trade in the over-the trade in the over-the-counter exp
counter market. market. cou
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DESCRIPTION OF OUR COMMON STOCK

The following summary highlights selected information about the Common Stock
issuable upon conversion of the Senior Convertible Notes. For a more detailed
description of our Common Stock, please see the section of this prospectus
titled "Description of Capital Stock."

ISSUER CellStar Corporation.

COMMON STOCK OFFERED Up to an aggregate of $60,142,000 principal
amount of Senior Convertible Notes may be issued
in the Exchange Offer. If this amount is issued,
60,142,000 shares of Common Stock will be
issuable upon the conversion of the Senior
Convertible Notes.

DIVIDENDS We have never paid any dividends on our Common
Stock. We have no intention to pay any dividends
on our Common Stock in the foreseeable future. In
addition, our revolving credit facility prohibits
us from paying dividends.

LISTING We have applied for listing on the Nasdaqg
National Market System for shares of Common Stock
to be issued upon conversion of the Senior
Convertible Notes.

12

SUMMARY HISTORICAL AND PRO FORMA FINANCIAL INFORMATION

The following summary historical financial information is derived from our
audited consolidated financial statements and unaudited condensed consolidated
financial statements included elsewhere in this prospectus. Information as of
and for the years ended November 30, 1996 and 1997, is derived from the audited
consolidated financial statements not included in this prospectus. The
following summary unaudited pro forma financial information is derived from our
unaudited pro forma condensed consolidated financial information included in
the section of this prospectus titled "Unaudited Pro Forma Condensed
Consolidated Financial Information." This summary financial information should
be read in conjunction with the consolidated financial statements included
elsewhere in this prospectus.

The following unaudited pro forma condensed consolidated financial
information assumes, where indicated below, that 100% of the principal amount

17
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of Existing Subordinated Notes currently outstanding are tendered and exchanged
pursuant to the Exchange Offer for $9.2 million principal amount of Senior
Notes, $50.9 million principal amount of Senior Convertible Notes, and $55.0
million in cash. The summary unaudited pro forma consolidated statement of
operations data for the fiscal year ended November 30, 2000, and for the nine
months ended August 31, 2001, give effect to the Exchange Offer as if it had
occurred at the beginning of the earliest period presented. The unaudited pro
forma consolidated balance sheet data as of August 31, 2001, gives effect to
the Exchange Offer as if it had occurred on August 31, 2001.

The pro forma adjustments are based upon available information and certain
assumptions that we believe are reasonable under the circumstances. The
unaudited pro forma condensed consolidated balance sheet and statements of
operations should not be considered indicative of actual results that would
have been achieved had the exchange been consummated on the dates or for the
periods indicated and do not purport to indicate balance sheet data or results
of operations as of any future date or for any future period. The unaudited pro
forma condensed balance sheet and statements of operations should be read in
conjunction with our historical consolidated financial statements and related
notes included elsewhere in this prospectus.

13
Fiscal Year Ended November 30,
1996 1997 1998 1999
(Dollars in thousands, except per
Statement of Operations Data:
REVENUES . v vttt ittt ettt ettt e e eeeaen $947,601 1,482,814 1,995,850 2,333,805
Cost of sales. ... 810,000 1,325,488 1,823,075 2,140,375
Gross profit...... ... 137,601 157,326 172,775 193,430
Operating expenses:
Selling, general and administrative
RPN S S e v v vt e e et e 135,585 81,319 116,747 111,613
Impairment of assets..........cc...... —— —— —= 5,480
Separation Agreement................. - - - -
Lawsuit settlement................... - - 7,577 -
Restructuring charge................. - - - 3,639
Operating income (lOSS) «evveeeeennnnn. 2,016 76,007 48,451 72,698
Other income (expense):
Interest eXPenSE. ... eeeeeeeennnenns (8,350) (7,776) (14,4406) (19,027)
Impairment of investment............. - - - -
Equity in income (loss) of affiliated
companies, net.........uiiienne.n.. (219) 465 (28,448) 31,933
Gain on sale of assets............... 128 - - 8,774
Other, net...... ... (441) 2,260 1,389 (1,876
Total other income (expense).......... (8,882) (5,051) (41,505) 19,804

2000

2
P
Fornm

share amounts)

2,475,682
2,364,197

111,485

169,232
12,339

2,47
2,36

11
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Income (loss) before income taxes..... (6,8606) 70,956 6,946 92,502 (83,715) (7
Provision (benefit) for income taxes.. (453) 17,323 (7,418) 23,415 (20, 756) (1
Net income (1lOSS) . vvvvseeeeeeeeeennnnn $ (6,413) 53,633 14,364 69,087 (62,959) (5
Net income (loss) per share:
2T = T 2 $  (0.11) 0.92 0.24 1.16 (1.05)
Diluted. ..ttt it e e e e $ (0.11 0.89 0.24 1.12 (1.05)
Weighted average number of shares:/
(b)/
BaSiC. ittt it e e e e e 57,821 58,144 58,865 59,757 60,131 6
Diluted. .ottt e 57,821 60,851 60,656 65,589 60,131 6
Operating Data:
International revenues, including
export sales, as a percentage of
TEVENUC . v v et ettt teeeeee e eneeaeeees 64.0% 66.7 76.3 83.8 79.8
Ratio of earnings to fixed charges/
(K< 12 - 8.72 1.43 5.36 -
Balance Sheet Data:
Working capital. ... ..o ennnnnn. $ 71,365 259,954 259,923 332,841 264,380
Total ASSeLS .ttt eeeeeneeeennnns 298,551 497,111 775,525 706,438 858,824
Notes payable and current portion of
long-term debt........uiiiiiienee... 56,704 - 85,023 50,609 127,128
Long-term debt, less current portion.. 6,285 150,000 150,000 150,000 150,000
Stockholders' equity....ovveiieenn.. 104,263 160,865 177,791 250,524 185,583
Book value per share.................. 1.80 2.75 3.02 4.17 3.09
14
Nine Months Ended August 31
2
2000 2001 Fc
Statement of Operations Data:
ROV BN S e 4 v e e v e ettt et e e e et aeeeeeeeeeneeeeeeenseeneeeeeeneeaeeenenan S 1,781,022 1,828,533 1,
COSE O SALES .t ittt ittt ettt et ettt e ettt ettt ettt 1,706,325 1,728,404 1,
[ T = T ool i 74,697 100,129
Operating expenses:
Selling, general and administrative expenses...........cccciiiinnn.. 124,113 80,856
Impairment Of @SSeL S .. ittt ittt et ettt ettt enaeaaens 4,930 -
Separation Agreement ...t ittt ittt ettt e et et - 5,680
LawsUilt settlement . ...ttt ittt e et e ettt e eeeeeee e - -
RestrUCtUring Charge . @i ittt it ittt e e e e e ettt e e et enaeaaens (157) 750
Operating InCOmME (L1OSS) t vttt it i et ittt ettt eeaeeeeeeeenaeeeens (54,189) 12,843
Other income (expense):
I N oy Y N D T o (14,449) (12,497)
Impairment of dnvestment ... ... ...ttt ittt —— (2,215)
Equity in income (loss) of affiliated companies, net.............. (789) (822)
Gain on sale Of ASSEL S . it it ittt ittt ettt ettt et taeeeeeenen 6,200 933
[ 3 w8 o o 1 O 722 4,349
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Total other InNCoOmEe (EXPENSE) v i i i ittt ittt ittt ettt eeeeeeeeeeaaens (8,316) (10,252
Income (1oss) before INCOmME LaAXES . v i it ittt i e teeeeeeeeeeeeneeenenen (62,505) 2,591
Provision (benefit) for income taXesS......u. ittt ittt teeeeenennn (15,622) 648
NEet INCOME (LOSS) vt v ittt ettt ettt ettt et ettt ettt eeeeneeans S (46,883) 1,943
Net income (loss) per share:

5= 2 S (0.78) 0.03
5 T G Y o S (0.78) 0.03
Weighted average number of shares:/ (b)/

== X 2 60,128 60,142

5 G Y o 60,128 60,150
Operating Data:

International revenues, including export sales, as a percentage of

TEVEINUC ¢ o v e e e e v e e e e e e e e e e e eaeeee e e e eeaeeeeeeeeneeeeeeeeenneeeess 81.1% 77.7

Ratio of earnings to fixed charges/ (C)/ ..ttt i e teeneennnn - 1.19
Balance Sheet Data:
Working capital. .ottt it ettt et e e e ettt ettt $ 291,083 273,169
[ o= B R = Y i = 745,456 610,859
Notes payable and current portion of long-term debt................ 109,720 50,912
Long-term debt, less current portion...........iiiiiiineeeeennnnnns 150,000 150,000
Stockholders ' eqUity .. vttt et e e e e ettt e e 204,642 186,612
Book value per share. .. ...ttt ittt ettt et ettt 3.40 3.10

(a) Reflects the pro forma adjustments, assuming $150,000,000 principal amount
of Existing Subordinated Notes, representing 100% of the principal amount
of Existing Subordinated Notes currently outstanding, are tendered and
exchanged for $9.2 million principal amount of Senior Notes, $50.9 million
of Senior Convertible Notes and $55.0 million in cash pursuant to the
Exchange Offer.

(b) The per share data has not been adjusted to give effect to the proposed
reverse split.

(c) For purposes of computing the ratio of earnings to fixed charges (i)
"earnings" consist of pre-tax earnings plus fixed charges (adjusted to
exclude the amount of any capitalized interest), and (ii) "fixed charges"
consist of interest, whether expensed or capitalized, amortization of debt
issuance costs and discount relating to any indebtedness, whether expensed
or capitalized, and the portion of rental expense (approximately one-third)
estimated to be representative of an interest factor. For the years ended
November 30, 2000 and November 30, 1996 and the year ended November 30,
2000 (pro forma), earnings were inadequate to cover fixed charges by $83.7
million, $6.9 million and $78.3 million, respectively. For the nine months
ended August 31, 2000, earnings were inadequate to cover fixed charges by
$62.5 million.
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RISK FACTORS

You should carefully consider the risk factors set forth below, as well as
the other information appearing in this prospectus, before deciding whether or
not to exchange your Existing Subordinated Notes for cash and either Senior
Notes, Senior Convertible Notes or a combination of Senior Notes and Senior
Convertible Notes pursuant to the Exchange Offer.

Risks Related To Our Business

20
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Our future profitability will depend on our ability to maintain our margins.

A large percentage of our total net revenues in recent periods has come from
sales of wireless handsets, a segment of our business that operates on a
high-volume, low-margin basis. Our ability to generate these sales is based
upon our having an adequate supply of products at a competitive price.
Approximately 89.3% of our total net revenues from operations during fiscal
2000 and 90.7% for the nine months ended August 31, 2001 consisted of sales of
wireless handsets. The gross margins that we realize on sales of wireless
handsets could be reduced due to increased competition or a growing industry
emphasis on cost containment.

In addition, our operating expenses have increased due to our increase in
revenues. We expect these expenses to continue to increase as we expand our
activities. Therefore, our future profitability will depend on our ability to
increase sales and maintain our margins to cover our additional expenses. We
may not be able to cause our revenues to grow substantially. Even if our
revenues do increase, the gross margins that we receive from our revenues may
not be sufficient to make our future operations profitable. Increased market
penetration of wireless phones in the countries in which we conduct business
may also hinder our ability to increase revenues.

A significant percentage of our revenues are generated outside of the United
States in countries with various risks.

For the fiscal year ended November 30, 2000, our revenue from operations in
markets outside the United States represented approximately 79.8% of our
revenues and for the nine months ended August 31, 2001 it represented
approximately 77.7%. A significant portion of our revenues outside the United
States are denominated in foreign currencies.

The fact that our business operations are conducted in a wide variety of
countries exposes us to increased credit risks, customs duties, import quotas
and other trade restrictions, restrictions on our ability to transfer cash to
United States operations, potentially greater inflationary pressures, shipping
delays, the risk of failure or material interruption of wireless systems and
services, possible wireless product supply interruption and potentially
significant increases in wireless product prices. Changes may occur in social,
political, regulatory and economic conditions or in laws and policies governing
foreign trade and investment in the territories and countries where we
currently have operations, including export control laws that might limit the
markets we can enter. U.S. laws and regulations relating to investment and
trade in foreign countries could also change to our detriment. Any of these
factors could have a material adverse effect on our business and operations.
During fiscal 2000 we eliminated several of our foreign operations because they
were not performing to acceptable levels, resulting in significant losses to
us. We may in the future, decide to eliminate certain existing foreign
operations. This could result in our incurring additional losses.

We purchase and sell products and services in a large number of foreign
currencies, many of which have experienced fluctuations in currency exchange
rates. We manage the foreign currency risk by attempting to increase prices of
products sold at or above the anticipated exchange rate of the local currency
relative to the U.S. dollar, by indexing certain of our accounts receivable to
exchange rates in effect at the time of their payment and by entering into
foreign currency hedging instruments in certain instances. We consolidate the
bulk of our foreign currency exchange exposure related to intercompany
transactions in our international finance subsidiary. Even if done well,
hedging may not effectively limit our exposure to a decline in operating
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results due to foreign currency translation. In addition, we use various
derivative alternatives to manage our exposure to foreign currency risk
depending on the length and size of the exposure. We cannot predict the effect
that future exchange
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rate fluctuations will have on our operating results. In addition, in some
countries, local currencies may not be readily converted into U.S. dollars or
may only be converted at government-controlled rates, and, in some countries,
the transfers of hard currencies (such as U.S. dollars) offshore have been
restricted from time to time or may be limited to transfers of payments for
product purchases only.

We are currently evaluating the recoverability of a value-added tax receivable
of approximately $5.0 million related to our Mexico operations, recorded in our
consolidated financial statements as a prepaid asset. To the extent we
determine this receivable is not recoverable, our financial statements could be
adversely affected. Except for the possible impact of this receivable, there
have not been any material adverse changes to our financial condition and/or
results of operations during the quarter ended November 30, 2001.

Impact of China's World Trade Organization entry on our business.

CellStar currently operates within China pursuant to an experimental
initiative permitting market access. As a result, CellStar has been able to
develop an extensive channel of distribution through more than 1,000 retail
points of sale. The recent entry of China to the World Trade Organization may
result in increased competition with CellStar from both domestic and foreign
competitors as barriers to entry are reduced or eliminated. For fiscal 2000,
our revenues in China were $725.4 million or 29.3% of our total revenue and for
the nine months ended August 31, 2001, our revenues in China were $817.0
million or 44.7% of our total revenue.

We buy a significant amount of our products from a limited number of
suppliers, who may not provide us with competitive products at reasonable
prices when we need them in the future.

We purchase all of our cellular phones and other wireless communications
products that we sell from third-party wireless communications equipment
manufacturers and wireless service carriers. Although we purchased our products
from more than 15 suppliers in fiscal 2000 and the nine months ended August 31,
2001, we purchased the majority of our products from Motorola, Nokia, Ericsson,
LG International, Samsung and Kyocera. For the nine months ended August 31,
2001, Motorola and Nokia accounted for approximately 75% of our product
purchases. We depend on these suppliers to provide us with adequate inventories
of currently popular brand name products on a timely basis and on favorable
pricing terms. Our agreements with our suppliers are generally non-exclusive,
require us to satisfy minimum purchase requirements, can be terminated on short
notice and provide for certain territorial restrictions, as is common in our
industry.
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We generally purchase products pursuant to purchase orders placed from time
to time in the ordinary course of business. In the future, our suppliers may
not be able or may choose not to offer us competitive products on favorable
terms without delays. Any future failure or delay by our suppliers in supplying
us with products on favorable terms would severely diminish our ability to
obtain and deliver products to our customers on a timely and competitive basis.
If we lose Motorola, Nokia or any of our other principal suppliers, or if any
supplier imposes substantial price increases and alternative sources of supply
are not readily available, it would have a material adverse effect on our
results of operations.

The wireless communications industry is intensely competitive, and we may not
be able to continue to compete successfully in this industry.

We compete for sales of wireless communications products, and expect that we
will continue to compete, with numerous well-established wireless distributors
and manufacturers, including our own suppliers. Many of our competitors possess
greater financial and other resources than we do and may market products
similar to ours directly to our customers. Furthermore, we face competition in
the United States and in our international markets from gray market sales,
which are more often made below the prices offered by us because the seller has
been able to avoid all or a portion of applicable taxes or duties or does not
otherwise incur the same costs as an authorized distributor. The wireless
telecommunications industry has generally had low barriers to entry.
Consequently, additional competitors may choose to enter our industry in the
future.
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The markets for wireless handsets and accessories are characterized by
intense price competition and significant price erosion over the life of a
product. We compete primarily on the basis of inventory availability and
selection, delivery time, service and price. Many of our competitors have the
financial resources to withstand substantial price competition and to implement
extensive advertising and promotional programs, both generally and in response
to efforts by additional competitors to enter into new markets or introduce new
products. Our ability to continue to compete successfully will depend largely
on our ability to maintain our current industry relationships and to adapt to
new technological changes. We may not be successful in anticipating and
responding to competitive factors affecting our industry, including the entry
of additional well-capitalized competitors, new products and technologies which
may be introduced, changes in consumer preferences, demographic trends,
international, national, regional and local economic conditions and
competitors' discount pricing and promotion strategies. As the cellular markets
mature and as we seek to enter into new markets and offer new products in the
future, the competition that we face may change and grow more intense.

We may not be able to manage and sustain future growth at our historical
rates.

Until recently, we have experienced rapid domestic and international growth.
We will need to manage our operations effectively, maintain or accelerate our
growth as planned and integrate any new businesses that we may acquire into our
operations successfully in order to regain our desired growth. If we are unable
to do so, particularly in instances in which we have made significant capital
investments, it could have a material adverse effect on our operations.

Our success will also depend on our ability to:

secure adequate supplies of competitive products on a timely basis and
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on commercially reasonable terms;

turn our inventories and collect our accounts receivable in a timely
manner;

develop additional, and maintain our existing, key relationships with
leading manufacturers and dealers of wireless communications products;

hire and retain additional qualified management, marketing and other
personnel to successfully manage our growth, including personnel to
monitor our operations, control costs and maintain effective management,
inventory and credit controls; and

invest significant amounts to enhance our information systems in order
to maintain our competitiveness and to develop new logistics services.

In addition, our growth prospects could be adversely affected by a decline
in the wireless communications industry generally or in one of our regional
divisions, either of which could result in a reduction or deferral of
expenditures by prospective customers.

Rapid technological changes in the wireless communications industry could
have a material adverse effect on our business.

The technology relating to wireless communications products and services
changes rapidly, and industry standards are constantly evolving, resulting in
product obsolescence or short product life cycles. We are required to
anticipate future technological changes in our industry and to continually
identify, obtain and market new products in order to satisfy evolving industry
and customer requirements. Competitors or manufacturers of wireless equipment
may market products which have perceived or actual advantages over our products
or which otherwise render our products obsolete or less marketable. We have
made and continue to make significant capital investments in accordance with
evolving industry and customer requirements. These concentrations of capital
increase our risk of loss as a result of rapid technological changes in the
wireless communications industry.
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The use of emerging wireless communications technologies, including
Bluetooth, wireless local loop, satellite-based communications systems, WAP and
other new technologies, may reduce the demand for existing cellular and PCS
products. If other companies develop and commercialize new technologies or
products in related market segments that compete with existing cellular and PCS
technology, it could materially change the types of products that we are forced
to offer or result in significant price competition for us. Product
obsolescence could result in significantly increased inventories of our unsold
products. However, if we elect to stock our inventories in the future with any
of these technologies and products, we will run the risk that our existing
customers and consumers may not be willing, for financial or other reasons, to
purchase new equipment necessary to use these new technologies. In addition,
the complex hardware and software contained in new wireless handsets could
contain defects that become apparent subsequent to widespread commercial use,
resulting in product recalls and returns and leaving us with additional unsold
inventory.

Our inventory may become obsolete and our inventory levels may prove to be
excessive.

The market for wireless communications products is characterized by rapidly
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changing technology and frequent new product introductions, often resulting in
product obsolescence or short product life cycles. CellStar's success depends
in large part upon our ability to anticipate and adapt our business to such
technological changes. There can be no assurance that we will be able to
identify, obtain and offer the products necessary to remain competitive or that
competitors or manufacturers of wireless communications products will not
market products that have perceived advantages over our products or that render
the products we sell obsolete or less marketable. We maintain a significant
investment in our product inventory and, therefore, are subject to the risks of
inventory obsolescence and excessive inventory levels. If a substantial amount
of inventory is rendered obsolete or if our inventory levels are significantly
higher than the demand for those products, our business, financial condition or
results of operations could be materially and adversely affected.

Our sales fluctuate depending upon a number of seasonal factors.

Our sales are influenced by a number of seasonal factors in the different
countries and markets in which we operate. Our sales may fluctuate from period
to period as a result of several factors, including:

purchasing patterns of customers in different markets;

the timing of product promotions by our suppliers and competitors;
variations in sales by distribution channels; and

product availability and pricing.

Consumer electronics and retail sales tend to experience increased volumes
of sales at the end of the calendar year. This and other seasonal factors
contribute to the increase in our sales during the fourth quarter of our fiscal
year. In addition, if unanticipated events occur, including delays in securing
adequate inventories of competitive products at times of peak sales or
significant decreases in sales during these periods, it could have a material
adverse effect on our operating results.

Our success depends on retaining our current executive officers and key
employees and attracting additional qualified personnel.

Our success depends in large part on the abilities and continued service of
certain of our executive officers and key employees, including Terry S. Parker,
Chief Executive Officer, and A.S. Horng, the chairman, chief executive officer
and general manager of our operations in the Asia-Pacific region, which was
responsible for approximately 51% of our revenues for the nine months ended
August 31, 2001. If Mr. Horng were to depart as chief executive officer of the
Asia-Pacific region, our operations in the Asia-Pacific region could be
materially adversely affected. Although we have entered into employment
agreements with these officers and several other
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officers and key employees, we may not be able to retain their services. We do
not maintain key man insurance on the life of any officer. The loss of any of
these officers or other executive officers or key personnel could have a
material adverse effect on us.

In addition, in order to support our continued growth, we will be required
to effectively recruit, develop and retain additional qualified management. If
we are unable to attract and retain additional necessary personnel, it could
delay or hinder our plans for growth.
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We have indebtedness that is secured by a large portion of our assets and
that could prevent us from borrowing additional funds, if needed.

As of January 8, 2002, approximately $16.1 million was outstanding under our
$85 million secured revolving line of credit facility. In addition, we expect
to borrow $30.0 million under the revolving credit facility to fund the cash
portion of the Exchange Offer consideration. All of our assets located in the
United States, the capital stock of our United States subsidiaries and 65% of
the capital stock of most of our foreign subsidiaries are pledged as collateral
under the revolving credit facility. If we violate our loan covenants, default
on our obligations, become subject to a change of control, or fail to refinance
the Existing Subordinated Notes or exchange or extend the maturity of at least
$120 million of Existing Subordinated Notes on terms satisfactory to our
lender, our indebtedness could become immediately due and payable and the
lenders could foreclose on our assets.

The terms of our revolving credit facility restrict our ability to incur
additional indebtedness, which could limit our ability to expand our operations.

The covenants in our outstanding indebtedness impose restrictions that may
limit our operating and financial flexibility.

Our revolving credit facility contains, among other provisions, covenants
relating to the maintenance of minimum tangible net worth and certain financial
ratios and restrictions on capital expenditures, dividend payments by us to our
stockholders, the incurrence of additional debt and granting of additional
liens, investments, mergers, acquisitions, merger or consolidation with another
corporation, and dispositions of assets. A breach of any of these covenants
could result in a default under the revolving credit facility. Upon the
occurrence of an event of default under the revolving credit facility, the
lenders thereunder could elect to declare all amounts outstanding under the
revolving credit facility, together with accrued interest, to be immediately
due and payable. If we were unable to repay those amounts, such lenders could
proceed against the collateral granted to them to secure that indebtedness.
Substantially all of our U.S. assets and the capital stock of most of our
foreign subsidiaries secure our borrowings under the revolving credit facility.

We depend on the activation of wireless communications systems to expand our
business.

Our expansion into international markets in many cases depends upon the
activation and expansion of wireless communications systems by wireless
carriers and upon the quality of those systems. If wireless carriers fail to
activate or expand sufficient wireless communications systems in foreign
countries, it could inhibit our growth. Similarly, the failure of foreign
governments to authorize the installation of wireless communications systems,
or an unexpected change in government policy related to the installation of
wireless communications systems, could adversely affect the results of
operations, financial condition and cash flows.

We may have difficulty collecting on our accounts receivable.

We have incurred significant bad debt expense related to the collectibility
of certain accounts receivable, particularly during the fiscal year ended
November 30, 2000. The bad debt expense of $51.5 million in 2000 related to:
(i) certain U.S.-based accounts receivable from Brazilian importers, the
collectibility of which deteriorated significantly in the second quarter. We
have incurred significant bad debt expense related to the collectibility of
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certain accounts receivable, particularly during the fiscal year ended November
30, 2000. The bad debt expense of $51.5 million in 2000 related to: (i) certain
U.S.-based accounts receivable from Brazilian importers, the collectibility of
which deteriorated significantly in the second quarter of 2000, and which were
further affected by the Company's decision to divest its majority interest in
its joint venture in Brazil; (ii)
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accounts receivable from redistributors, many of which were impacted by the
supply shortage in 1999 and were also further affected by the phase out of a
major portion of the redistributor business in the Company's Miami and North
America operations; (iii) accounts receivable in the Asia-Pacific Region whose
businesses have been adversely affected by competitive market conditions in
Asia; and (iv) a receivable in the U.S. from a satellite handset customer. For
the nine months ended August 31, 2001, bad debt expense was $4.3 million. Any
difficulties in collecting amounts due us could require us to increase our
allowance for doubtful accounts in the future. In connection with our continued
expansion, we intend to offer open account terms to additional customers, which
may subject us to further credit risks, particularly in the event that any
receivables represent sales to a limited number of customers or are
concentrated in particular geographic markets. Any delays in collecting or
inability to collect our receivables could have a material adverse effect on
our business.

In fiscal year 2000 we incurred significant losses.

We incurred a net loss for fiscal 2000 of $63.0 million. During fiscal 2000,
we divested our majority interest in our Brazil joint venture, phased out a
major portion of our North America and Miami redistributor business and
substantially reduced our international trading operations conducted by our
U.K. subsidiary. We also announced our intent to divest our Venezuela
operations, recording a $4.9 million impairment charge to reduce the carrying
value of certain Venezuela assets, primarily goodwill, to their estimated fair
value. In addition, we experienced a decline in gross margins in fiscal 2000,
primarily due to competitive margin pressures and a shift in geographic revenue
mix. We also experienced an increase in bad debt expense of $41.1 million in
fiscal 2000 to $51.5 million from $10.4 million in 1999. We may incur
additional future losses.

Our business depends on the continued tendency of wireless equipment
manufacturers and network operators to outsource aspects of their business to
us.

Our business depends in large part on wireless equipment manufacturers,
network operators, retailers and other customers outsourcing certain of their
business functions to us. We fulfill functions such as customized packaging,
prepaid and e-commerce solutions, inventory management, distribution and other
outsourced services for many of these manufacturers and network operators. In
the future, wireless equipment manufacturers and network operators may elect to
undertake these services internally. Additionally, industry consolidation,
competition, deregulation, technological changes or other developments could
reduce the degree to which members of the wireless telecommunications and data
industry rely on outsourced integrated logistics services, such as the services
we provide. Any significant change in the market for our outsourcing services
could have a material adverse effect on our business. Approximately 20% of our
revenues are derived from sales of products and services to customers under
renewable contractual arrangements. Approximately 80% of our revenues are
derived from sales of products and services to customers under purchase orders,
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rather than pursuant to long-term contractual arrangements.

Our business strategy includes entering into strategic relationships, which
may provide us with minimal returns or losses on our investments.

As part of our expansion strategy, we have entered into several strategic
relationships with wireless equipment manufacturers and network operators. We
intend to continue to enter into similar strategic relationships as
opportunities arise. We may enter into distribution or integrated logistics
services agreements with these strategic partners.

Our ability to achieve future profitability through our strategic
relationships will depend in part upon the economic viability, success and
motivation of the entities we select as strategic partners and the amount of
time and resources that these partners devote to our alliances. We may receive
minimal or no business from future relationships and joint ventures, and any
business we receive may not be significant or at the level we anticipated. The
future profits we receive from these strategic relationships, if any, may not
offset possible losses on our investments or the full amount of financing that
we extend upon entering into these relationships. Any loan to or investment in
a future strategic partner will be subject to many of the same risks faced by
the strategic partner in seeking to operate and grow our businesses. We may not
achieve acceptable returns on our future investments with strategic partners
within an acceptable period or at all.
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We may become subject to suits alleging medical risks associated with our
wireless handsets.

Lawsuits or claims have been filed or made against manufacturers of wireless
handsets in the past alleging possible medical risks, including brain cancer,
associated with the electromagnetic fields emitted by wireless communications
handsets. There has been only limited relevant research in this area, and this
research has not been conclusive as to what effects, if any, exposure to
electromagnetic fields emitted by wireless handsets has on human cells.
Substantially all of our revenues are derived, either directly or indirectly,
from sales of wireless handsets.

We may become subject to lawsuits filed by plaintiffs alleging various
health risks from our products. If any future studies find possible health
risks associated with the use of wireless handsets or if any damages claim
against us is successful, it could have a material adverse effect on our
business. Even an unsubstantiated perception that health risks exist could
adversely affect our ability or the ability of our customers to market wireless
handsets.

Risks Related To The Exchange Offer, Exchange Notes and Common Stock
Failure to effect the Exchange Offer will have material adverse consequences.
The Existing Subordinated Notes mature in October 2002. If the Exchange
Offer is not completed and we are unable to otherwise refinance or pay off the
Existing Subordinated Notes, we face the possibility of liquidation or

reorganization when the Existing Subordinated Notes become due in October 2002.

We may not have the financial resources to repurchase the Senior Notes in the
event of a change in control.

We may be unable to repurchase the Senior Notes in the event of a change in
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control. Upon a change in control, you may require us to repurchase all or a
portion of your Senior Notes. If a change in control were to occur, we may not
have enough funds to pay the repurchase price for all tendered Senior Notes.
The terms of our existing revolving credit facility prohibit the repurchase or
prepayment of the Senior Notes in cash. Any future credit agreements or other
debt agreements may contain similar provisions, or expressly prohibit the
repurchase of the Senior Notes upon a change in control or may provide that a
change in control constitutes an event of default under that agreement. If a
change in control occurs at a time when we are prohibited from repurchasing the
Senior Notes, we could seek the consent of our lenders to repurchase the Senior
Notes or could attempt to refinance the debt agreements. If we do not obtain
consent, we could not repurchase the Senior Notes. Our failure to repurchase
the Senior Notes would constitute an event of default under the Senior Note
indenture, which might constitute an event of default under the terms of our
other debt. Our obligation to offer to repurchase the Senior Notes upon a
change in control would not necessarily afford you protection in the event of a
highly leveraged transaction, reorganization, merger or similar transaction.

If an active market for the Exchange Notes fails to develop, the trading
price and liquidity of the Exchange Notes could be materially adversely
affected.

The liquidity of the trading market for the Senior Notes and Senior
Convertible Notes will depend in part on the level of participation of the
holders of Existing Subordinated Notes in the Exchange Offer. The greater the
participation in the Exchange Offer, the greater the liquidity of the trading
market for the Senior Notes and Senior Convertible Notes and the lesser the
liquidity of the trading market for the Existing Subordinated Notes not
tendered in the Exchange Offer. As a result, we cannot assure you that any
market for the Senior Notes and Senior Convertible Notes will develop or, if
one does develop, that it will be maintained. If an active market for the
Senior Notes and Senior Convertible Notes fails to develop or be sustained, the
trading price and liquidity of the Senior Notes and Senior Convertible Notes
could be materially adversely affected.

The market price of, and the efficiency of the trading market for, Common
Stock issuable upon conversion of the Senior Convertible Notes could decline if
we do not meet the requirements for continued listing on Nasdag.

22

Our shares of Common Stock are traded on the Nasdag National Market System,
which has adopted rules that establish criteria for initial and continued
listing of securities. To comply with the continued listing criteria of the
Nasdag National Market System, a company must comply with at least one of two
sets of rules. Under one set of rules, a company must maintain at least
$4,000,000 of net tangible assets, have at least 750,000 publicly held shares
with a market value of over $5,000,000 and have a minimum bid price of $1.00
per share. Under the other set of rules, a company must maintain a market
capitalization of at least $50,000,000, or total assets and total revenue of at
least $50,000,000 each for the most recently completed fiscal year or two of
the three most recently completed fiscal years.

The price of our common stock fell below $1.00 per share in September 2001.
If our Common Stock were delisted from the Nasdag National Market System,
trading in our Common Stock could be conducted on the Nasdag SmallCap Market or
on an electronic bulletin board established for securities that do not meet the
Nasdag listing requirements. If our Common Stock were delisted from the Nasdag
National Market System and were not listed on the Nasdag SmallCap Market, it
would be subject to the so-called penny stock rules that impose restrictive
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sales practice requirements on broker-dealers who sell those securities.
Consequently, delisting, if it occurred, could affect the ability of our
stockholders and our note holders to sell their Existing Subordinated Notes,
Senior Notes, Senior Convertible Notes and Common Stock issuable upon
conversion of the Senior Convertible Notes respectively, in the secondary
market. The restrictions applicable to shares that are delisted, as well as the
lack of liquidity for shares that are traded on an electronic bulletin board,
may adversely affect the market price of such shares. Although we plan to
conduct a reverse stock split, and there is no assurance that the reverse split
will be approved by our stockholders, and there can be no assurance that the
trading price of the Common Stock will stay above $1.00 even if we effectuate
the reverse split.

The liquidity of any trading market that currently exists for the Existing
Subordinated Notes may be adversely affected by the Exchange Offer, and holders
of Existing Subordinated Notes who fail to tender in the Exchange Offer may
find it more difficult to sell their Existing Subordinated Notes.

There is currently a limited trading market for the Existing Subordinated
Notes. To the extent that Existing Subordinated Notes are tendered and accepted
for exchange in the Exchange Offer, the trading market for the remaining
Existing Subordinated Notes will be even more limited or may cease altogether.
A debt security with a smaller outstanding aggregate principal amount or
"float" may command a lower price than would a comparable debt security with a
larger float. Therefore, the market price for the unexchanged Existing
Subordinated Notes may be adversely affected. The reduced float may also make
the trading price of the Existing Subordinated Notes more volatile.

A Court May Treat the Senior Convertible Notes as Equity.

Although the Senior Convertible Notes will be issued as debt securities for
non-tax and financial accounting purposes, the Senior Convertible Notes should
be treated as equity securities for U.S. Federal income tax purposes. This
classification is required pursuant to applicable Internal Revenue Service
regulations primarily because we do not have an unconditional obligation to pay
any money to the holders of the Senior Convertible Notes and, upon maturity,
the Senior Convertible Notes will mandatorily convert into our Common Stock if
we are not in default on any indebtedness. While the indenture for the Senior
Convertible Notes provides that in a bankruptcy proceeding the holders of the
Senior Convertible Notes will have a claim for the face amount of the Senior
Convertible Notes, plus accrued but unpaid interest, a bankruptcy court could
treat the holders of the Senior Convertible Notes as our equity holders, due to
the similarities of the Senior Convertible Notes to equity securities, and,
accordingly, the holders of the Senior Convertible Notes may not receive any
payment on the Senior Convertible Notes.

Significant Doubt Exists as to the Tax Treatment of the Exchange Offer, and
it May Be Taxable.

In order to be treated as a recapitalization or a tax—-free exchange by an
Existing Subordinated Noteholder under the Internal Revenue Code of 1986, both
the Existing Subordinated Notes and the Senior Notes must be classified as
"securities" for U.S. Federal income tax purposes. While courts generally look
at several factors to determine whether an instrument qualifies as a "security"
for U.S. Federal income tax purposes, some courts have placed an
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emphasis on the length of the term of maturity of a particular instrument in
making their determination. Because the Existing Subordinated Notes and the
Senior Notes each have a term of approximately five years, there is a risk that
either instrument will be not treated as a "security" for U.S. Federal income
tax purposes. If either or both the Existing Subordinated Notes and the Senior
Notes are not treated as "securities" for U.S. Federal income tax purposes, the
exchange will be treated as a taxable exchange rather than as a
recapitalization. In the event the exchange of the Existing Subordinated Notes
for cash and Exchange Notes is treated as a taxable exchange, a U.S. holder
generally will recognize gain or loss on the exchange equal to the difference
between (i) the sum of the cash (other than cash attributable to accrued but
unpaid interest on the Existing Subordinated Notes) and the fair market value
of the Exchange Notes received and (ii) the U.S. holder's tax basis in the
Existing Subordinated Notes. A non-U.S. holder generally will not be subject to
U.S. Federal income tax on any gains resulting from the exchange of Existing
Subordinated Notes for cash and Exchange Notes. See "Material United States
Federal Income Tax Consequences to Existing Subordinated Noteholders—--Treatment
of the Exchange Offer."

Our Ability to Reduce Future Federal Income Tax Liability with Our Net
Operating Loss and Foreign Tax Credit Carryovers will be Subject to
Substantial Limitations.

Upon the consummation of the Exchange Offer, we may be deemed to have
undergone an ownership change for purposes of the Internal Revenue Code of
1986. As a result, our ability to utilize our net operating loss and foreign
tax credit carryovers to reduce our future Federal income tax liability may be
subject to a limitation. This may result in accelerated or additional tax
payments which could have a material adverse impact on our consolidated
financial position or results of operations.

We may realize taxable income from the cancellation of indebtedness as a
result of the Exchange Offer.

We may realize taxable income from the cancellation of indebtedness as a
result of the Exchange Offer to the extent the adjusted issue price of the
Existing Subordinated Notes that are exchanged in the Exchange Offer is more
than the fair market value of the cash and either Senior Notes, Senior
Convertible Notes or combination of Senior Notes and Senior Convertible Notes
not used to pay accrued interest exchanged therefor.

We believe that our tax attributes should be sufficient to offset fully any
cancellation of indebtedness income arising from the Exchange Offer, even if
our existing tax attributes have been or become subject to a limitation as a
result of an ownership change.

A court may void the issuance of the Senior Notes or Senior Convertible
Notes in circumstances of a fraudulent transfer under federal or state
fraudulent transfer laws.

If a court determines the issuance of the Senior Notes or Senior Convertible
Notes constituted a fraudulent transfer, the holders of the Senior Notes or
Senior Convertible Notes may not receive payment on those notes.

Under federal or state fraudulent transfer laws, if a court were to find
that, at the time the Senior Notes or Senior Convertible Notes were issued we:
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issued the Senior Notes or Senior Convertible Notes with the intent of
hindering, delaying or defrauding current or future creditors, or

received less than fair consideration or reasonably equivalent value for
incurring the indebtedness represented by the Senior Notes or Senior
Convertible Notes, and we were insolvent or were rendered insolvent by
reason of the issuance of the Senior Notes or Senior Convertible Notes;
or we were engaged, or about to engage, in a business or transaction for
which our assets were unreasonably small; or we intended to incur, or
believed, or should have believed, we would incur, debts beyond our
ability to pay as such debts mature; or we were a defendant in an action
for money damages, or had a judgment for money damages docketed against
us (if, in either case, after final judgment the judgment is
unsatisfied), then a court could:

avoid all or a portion of our obligations to the holders of Senior Notes
or Senior Convertible Notes, or

subordinate our obligations to the holders of Senior Notes and Senior
Convertible Notes to our obligations to other existing and future
indebtedness, as the case may be, the effect of which would be to
entitle the other creditors to be paid in full before any payment could
be made on, the Senior Notes or Senior Convertible Notes, or
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take other action harmful to the holders of Senior Notes or Senior
Convertible Notes, including in certain circumstances, invalidating them.

In any of these events, we could not assure you that the holders of Senior
Notes or Senior Convertible Notes would ever receive payment on such notes.

We cannot assure you as to what standard a court would apply in order to
determine whether we were "insolvent" as of the date the Exchange Notes were
issued, or that, regardless of the method of valuation, a court would not
determine that we were insolvent on that date. Nor can we assure you that a
court would not determine, regardless of whether we were insolvent on the date
of issuance that the issuance constituted fraudulent transfers on another
ground.

Separate and apart from any fraudulent transfer attack, any payment made to
holders in consideration for their Existing Subordinated Notes, including the
cash payment, may also be subject to challenge as a preference if such payment:
(i) is made within ninety days prior to a bankruptcy filing by us; (ii) is made
when we are insolvent; and (iii) permits the holders to receive more than they
otherwise might receive in a liquidation of CellStar pursuant to Chapter 7 of
the United States Bankruptcy Code. If such payment were deemed to be a
preference, such payment could be recovered by the CellStar trustee in
bankruptcy and holders would be restored to their previous positions as
unsecured creditors of CellStar.

The Senior Notes and Senior Convertible Notes are subordinated to our
revolving credit facility.

The Senior Notes and Senior Convertible Notes will be unsecured and
subordinated in right of payment to senior debt, including our existing
revolving credit facility. As a result of such subordination, in the event of
our liquidation or insolvency, a payment default with respect to senior debt, a
covenant default with respect to designated senior debt or upon acceleration of
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the Senior Notes and Senior Convertible Notes due to an event of default, our
assets will be available to pay obligations on the Senior Notes and Senior
Convertible Notes only after all senior debt has been paid in full.
Accordingly, there may not be sufficient assets remaining to pay amounts due on
any or all of the Senior Notes and Senior Convertible Notes then outstanding.
Neither we nor our subsidiaries are prohibited under the Senior Notes and
Senior Convertible Notes indenture from incurring additional debt, although
there are covenants in the Senior Notes which contain limitations on additional
indebtedness. See "Description of Exchange Notes--Description of Senior Notes."

As of January 8, 2002, we had approximately $16.1 million of outstanding
senior debt to which the Senior Notes and Senior Subordinated Notes will be
subordinated in right of payment. In addition, we expect to borrow $30.0
million under the revolving credit facility to fund the cash portion of the
Exchange Offer consideration. The Senior Notes and Senior Convertible Notes are
senior to the Existing Subordinated Notes.

The Exchange Notes are also effectively subordinated to all indebtedness and
other liabilities of our subsidiaries, including trade payables but excluding
intercompany liabilities.

The Senior Notes and Senior Convertible Notes are obligations exclusively of
CellStar. Our operations are conducted through our subsidiaries. As a result,
our cash flow and our ability to service our debt, including the Senior Notes
and Senior Convertible Notes, is dependent upon the earnings of our
subsidiaries. In addition, we are dependent on the distribution of our
subsidiaries' earnings, loans and other payments by our subsidiaries to us.

Our subsidiaries are separate and distinct legal entities. Our subsidiaries
have no obligation to pay any amounts due on the Senior Notes and Senior
Convertible Notes or to provide us with funds for our payment obligations,
whether by dividends, distributions, loans or other payments. In addition, any
payment of dividends, distributions, loans or advances by our subsidiaries to
us could be subject to statutory or contractual restrictions. Payments to us by
our subsidiaries will also be contingent upon our subsidiaries' earnings and
business considerations.

We do not expect to pay dividends on the Common Stock issuable upon
conversion of the Senior Convertible Notes.

We have not paid cash dividends in the past and do not intend to pay cash
dividends on our Common Stock for the foreseeable future. Any future
determination as to the payment of cash dividends will depend on a number
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of factors, including future earnings, capital requirements, our financial
condition and prospects and any restrictions under our credit agreements, as
well as other factors the Board of Directors may deem relevant. Our revolving
credit facility restricts the payment of dividends to our stockholders. There
can be no assurance that we will pay any dividends in the future.

We expect the trading price of the Common Stock, Senior Notes and Senior
Convertible Notes to fluctuate.

The trading price of the Common Stock may fluctuate and the trading price of
the Senior Notes and Senior Convertible Notes may fluctuate in response to
changes in the trading price of the underlying Common Stock. The market price
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of our Common Stock ranged between a high closing price of $2.58 and a low
closing price of $0.76 during the 12 months ended January 9, 2002, and may
continue to be highly volatile and subject to wide fluctuations in response to
factors including the following, some of which are beyond our control:

actual or anticipated variations in our quarterly operating results;

announcements of technological innovations or new products or services
or new pricing practices by us or our competitors;

changes in financial estimates by security analysts;
underperformance against analysts' estimates;
increased market share penetration by our competitors;

announcements by us or our competitors of significant acquisitions,
strategic partnerships, joint ventures or capital commitments;

additions or departures of key personnel;

sales or issuances of additional shares of Common Stock;

changes in conditions and trends in the wireless communications industry;
changes in governmental regulations;

changes in economic conditions in the United States markets or the
foreign markets; and

existing and potential litigation.

In addition, the stock market in general, and stocks of wireless
communications providers in particular, have from time to time experienced
extreme price and volume fluctuations. This volatility is often unrelated or
disproportionate to the operating performance of these companies. These broad
market fluctuations may adversely affect the trading price of our Senior Notes,
Senior Convertible Notes and Common Stock, regardless of our actual operating
performance.

The trading price of the Common Stock could decline because of the potential
increase in the number of shares of Common Stock outstanding upon conversion of
the Senior Convertible Notes issued in the Exchange Offer.

If all holders of Existing Subordinated Notes elect to receive Senior
Convertible Notes, upon conversion of the Senior Convertible Notes the holders
would own in the aggregate 50% of our Common Stock, assuming we have not issued
any Common Stock prior to the conversion.

The potential increase in the number of shares of Common Stock upon
conversion of the Senior Convertible Notes issued in the Exchange Offer could
have an adverse affect on the trading price of our Common Stock. This could in
turn cause our Common Stock to be delisted on the Nasdag National Market System
should the minimum bid price of the Common Stock fall below $1.00 per share for
30 consecutive trading days. We have announced the reverse stock split in an
attempt to decrease the number of shares of Common Stock outstanding, increase
the per share trading price of the Common Stock and avoid delisting on the
Nasdag National Market System.

The Common Stock will have no priority in the event of a liquidation or
insolvency.
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In the event of our liquidation or insolvency, a payment default with
respect to our revolving credit facility, a covenant default with respect to
our revolving credit facility or upon acceleration of the Existing Subordinated
Notes due to an event of default, our assets will be available to pay the
revolving credit facility, Existing
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Subordinated Notes, Senior Notes and Senior Convertible Notes in full prior to
any payments being made in respect of our Common Stock. Holders of Common Stock
will not have the same degree of protection as holders of debt claims. Neither
we nor our subsidiaries are prohibited under the Existing Subordinated Notes
indenture from incurring debt.

Some anti-takeover provisions of our charter documents and our stockholder
rights plan may delay or prevent a takeover.

Certain provisions of our charter documents may make it more difficult for a
third party to acquire control of us without Board approval, even on terms that
a stockholder might consider favorable. Our certificate of incorporation
authorizes the Board of Directors to issue preferred stock without stockholder
approval. The issuance of preferred stock could make it more difficult for a
third party to acquire us because the preferred stock could have dividend,
redemption, liquidation, conversion, voting or other rights that could
adversely affect the voting power or other rights of holders of our Common
Stock. Our Board of Directors does not currently intend to issue shares of
preferred stock.

Our certificate of incorporation also provides that our Board of Directors
is divided into three classes, and the directors in each class serve staggered
three year terms. Further, our certificate of incorporation requires, in most
instances, that parties seeking to gain control of CellStar gain Board approval
for business combinations. These provisions may make it more difficult for
stockholders to replace current members of our Board and may make the
acquisition of CellStar by a third party more difficult. We have also adopted a
stockholder rights plan (a "poison pill") as an additional anti-takeover
mechanism, which may make it economically impossible for a third party to
acquire us without our consent. These rights will cause substantial dilution to
a person or group that attempts to acquire CellStar in a manner that causes the
rights to become exercisable. For a more detailed discussion of the rights
plan, please see "Description of Capital Stock--Stockholder Rights Plan."

Our largest stockholder could discourage potential acquisitions of our
business by third parties.

Currently, Alan H. Goldfield beneficially owns approximately 21,001,110
shares or 34.4% of our voting securities. After the Exchange Offer, he could
beneficially own from 34.4% to 17.2% of our voting securities on a fully
diluted basis depending upon the principal amount of Senior Convertible Notes
issued in the Exchange Offer. He could exert significant influence over all
matters requiring approval by stockholders, including approval of the issuance
of the Senior Convertible Notes to be issued in the Exchange Offer, the
election or removal of directors and the approval of mergers or other business
combination transactions. This concentration of ownership could have the effect
of delaying or preventing a change of control or otherwise discouraging a
potential acquirer from attempting to obtain control of CellStar. This in turn
could harm the market price of our Common Stock or prevent our stockholders
from realizing a premium over the market price for their shares of Common Stock.

If the three largest holders of Existing Subordinated Notes participate in
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the Exchange Offer as they have indicated they would, Stark Investments, LP
would own approximately $25,600,000 principal amount of Senior Convertible
Notes and Northwestern Mutual Life would own approximately $5,400,000 principal
amount of Senior Convertible Notes, convertible into approximately 25,600,000
shares of Common Stock and 5,400,000 shares of Common Stock, respectively,
which would represent from 23.0% to 27.4% and from 4.9% to 5.8%, respectively,
of our Common Stock outstanding on a fully diluted basis after the Exchange
Offer depending upon the principal amount of Senior Convertible Notes issued in
the Exchange Offer. No other holder of Existing Subordinated Notes that elects
to take Senior Convertible Notes in the Exchange Offer would own more than 5%
of our outstanding Common Stock on a fully diluted basis.
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USE OF PROCEEDS

We will not receive any cash proceeds from the Exchange Offer. Any Existing
Subordinated Notes that are properly tendered and exchanged pursuant to the
Exchange Offer will be retired and canceled. Accordingly, our issuance of cash,
Senior Notes and Senior Convertible Notes in exchange for Existing Subordinated
Notes will not result in any cash proceeds to us.

MARKET PRICE OF AND DIVIDENDS ON COMMON STOCK

Our Common Stock is listed for quotation on the Nasdaqg National Market
System under the symbol "CLST." The following table sets forth, for the periods
indicated, the intra-day high and low sales prices per share of our Common
Stock on the Nasdag National Market System.

FISCAL YEAR ENDED NOVEMBER 30, 1999: HIGH LOwW
Quarter Ended:
February 28, 1999.............cc... $12.500 $6.219
May 31, 2000. ...ttt eeeeeennnnenns 12.688 6.313
August 31, 1999..... .. it 9.063 5.250
November 30,1999...... ...ttt 10.438 5.500

FISCAL YEAR ENDED NOVEMBER 30, 2000:
Quarter Ended:

February 29, 2000.......ccuieennnnn. $11.500 $8.188
May 31, 2000. ...t eeeeennnnnenns 9.375 2.438
August 31, 2000... .. e e et eeeenennenn. 4.000 2.156
November 30, 2000......c0cuuieeneeen. 4.375 1.656
FISCAL YEAR ENDED NOVEMBER 30, 2001:
Quarter Ended:
February 28, 2001.......0cuiuennnnn. $ 2.500 $1.063
May 31, 2001 . ...t eeeeennnnnn. 2.240 0.813
August 31, 2001..... i iiiennnnnnnnn. 2.700 1.300
November 30, 2001...... i eunenennn. 1.900 1.290

FISCAL YEAR ENDING NOVEMBER 30, 2002:
First Quarter (through January 9, 2002) $ 1.100 0.710
As of December 18, 2001, there were 60,142,221 shares of Common Stock, owned

by 295 holders of record and approximately 560 beneficial holders. On January
9, 2002, the last reported sales price of our Common Stock
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on the Nasdag National Market System was $0.80 per share and the average of the
bid and asked prices of the Existing Subordinated Notes on January 11, 2002,
was $625.00 per $1,000 principal amount.

We have not paid cash dividends in the past and do not intend to pay cash
dividends on our Common Stock for the foreseeable future. Any future
determination as to the payment of cash dividends will depend on a number of
factors, including future earnings, capital requirements, our financial
condition and prospects and any restrictions under our credit agreements, as
well as other factors the Board of Directors may deem relevant. Our revolving
credit facility restricts the payment of dividends to our stockholders. There
can be no assurance that we will pay any dividends in the future.
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CAPITALIZATION

The following table sets forth our capitalization as of August 31, 2001, on
a historical and pro forma basis. This table should be read in conjunction with
our unaudited condensed consolidated financial statements for the three and
nine months ended August 31, 2001 and 2000, the audited consolidated financial
statements as of and for each of the years in the three-year period ended
November 30, 2000, and the unaudited pro forma condensed consolidated financial
information included elsewhere in this prospectus. The pro forma adjustments
give effect to the Exchange Offer based on the assumptions as described in the
section of this prospectus titled "Unaudited Pro Forma Condensed Consolidated
Financial Information."

August 31, 2001

(Dollars in thousands
except share data)

Revolving credit facility. ... iiii it ii i eeennnn - 45,000
Peoples Republic of China credit facilities
(fully secured by cash deposits) ................ $ 39,081 39,081
SENI0r NOLE St i ittt ittt et ettt ettt st eeeeneeeeeenes —— 14,720
Senior Convertible NoOLeS. ...ttt ittt ittt eneennnn —— 53,445
5% convertible subordinated notes due 2002............ 150,000 ——
[ ol o T 11,831 11,831
Total debl . vttt ittt it e e ettt et 200,912 164,077

Stockholders' equity:
Preferred stock, $.01 par value (5,000,000 shares
authorized; none outstanding).................. - -
Common stock, $.01 par value (200,000,000 shares

authorized, 60,142,221 issued and outstanding). 602 602
Additional paid-in capital.......cciiiiiitiin.. 81,944 81,944

Accumulated other comprehensive loss—-
foreign currency translation adjustments....... (12,421) (12,421)
Retained earningsS. ... ii ittt ittt ettt eeeannns 116,487 131,745
Total stockholders' equity......couviiieeeeennn. 186,612 201,870
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Total capitalization.........oiiiiiineeeennnnn $387,524 365,947

(a) Reflects the pro forma adjustments related to debt and equity and assumes
that 100% of the principal amount of Existing Subordinated Notes currently
outstanding are tendered and exchanged pursuant to the Exchange Offer for
$9.2 million principal amount of Senior Notes, $50.9 million principal
amount of Senior Convertible Notes, and $55.0 million in cash. The Senior
Convertible Notes are mandatorily convertible into 50,900,000 shares of
common stock on November 30, 2002.
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RATIO OF EARNINGS TO FIXED CHARGES

The ratio of earnings to fixed charges is computed by dividing earnings by
fixed charges. The following table presents (1) the ratio of earnings to fixed
charges of CellStar for each of the fiscal years 1996 through 2000 and for the
first nine months of fiscal years 2000 and 2001; and (2) the pro forma ratio of
earnings to fixed charges for fiscal 2000 and for the first nine months of
fiscal 2001. The pro forma ratio of earnings to fixed charges, giving effect to
the Exchange Offer, assuming that each of the Existing Subordinated Notes is
exchanged for $366.67 in cash, $61.33 principal amount of Senior Notes and
$339.33 principal amount of Senior Convertible Notes is as follows:

Fiscal Year Ended November 30, Nine Months Ended Aug

1996 1997 1998 1999 2000 2000 20
Ratio of earnings to fixed charges.......... - 8.72 1.43 5.36 - - 1.
Pro forma ratio of earnings to fixed charges - 1.

For purposes of computing the ratio of earnings to fixed charges (i)
"earnings" consist of pre-tax earnings plus fixed charges (adjusted to exclude
the amount of any capitalized interest), and (ii) "fixed charges" consist of
interest, whether expensed or capitalized, amortization of debt issuance costs
and discount relating to any indebtedness, whether expensed or capitalized, and
the portion of rental expense (approximately one-third) estimated to be
representative of an interest factor. For the years ended November 30, 2000 and
November 30, 1996 and the year ended November 30, 2000 (pro forma), earnings
were inadequate to cover fixed charges by $83.7 million, $6.9 million and $78.3
million, respectively. For the nine months ended August 31, 2000, earnings were
inadequate to cover fixed charges by $62.5 million.
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THE EXCHANGE OFFER

General
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On October 14, 1997, we completed the sale of $150,000,000 aggregate
principal amount of 5% Convertible Subordinated Notes due October 15, 2002. The
Existing Subordinated Notes are convertible into shares of our Common Stock at
any time prior to the close of business on the maturity date, unless previously
redeemed or repurchased. The conversion price is $27.668 per share (equivalent
to a conversion rate of 36.14 shares per $1,000 principal amount of Existing
Subordinated Notes), subject to certain adjustments. Interest on the Existing
Subordinated Notes is payable semi-annually on April 15 and October 15 of each
year. Interest payments commenced on April 15, 1998. We have the option to
redeem the Existing Subordinated Notes, in whole or in part, at any time. We
used the proceeds from the sale of the Existing Subordinated Notes to repay
certain indebtedness and for working capital and other general corporate
purposes.

As of the date of this prospectus, there is $150,000,000 aggregate principal
amount of Existing Subordinated Notes outstanding. This prospectus and the
enclosed letter of transmittal are first being sent on or about , 2002 to
all holders of Existing Subordinated Notes known to us.

Terms of the Exchange Offer; Period for Tendering Existing Subordinated Notes

Upon the terms and subject to the conditions described in this prospectus
and in the letter of transmittal, we will accept for exchange any Existing
Subordinated Notes properly tendered and not withdrawn prior to the expiration
date of the Exchange Offer. We will pay approximately $366.67 in cash and issue
either approximately $400.94 principal amount of Senior Notes or approximately
$320.75 principal amount of Senior Notes and approximately $80.19 principal
amount of Senior Convertible Notes or approximately $400.94 of Senior
Convertible Notes for each $1,000 principal amount of Existing Subordinated
Notes surrendered in the Exchange Offer and accepted by us. Notwithstanding the
foregoing, we will only issue Exchange Notes in denominations of $1,000 or
integral multiples thereof and we will pay cash in lieu of issuing Exchange
Notes in denominations less than $1,000. We will also pay accrued and unpaid
interest up to the date of acceptance on Existing Subordinated Notes we accept
for exchange. Existing Subordinated Notes may be tendered only in increments of
$1,000 principal amount.

If, on or prior to the expiration of the Exchange Offer, we increase the
consideration offered to any holders of Existing Subordinated Notes pursuant to
the Exchange Offer, such increased consideration shall be paid to all holders
of Existing Subordinated Notes that are purchased pursuant to the Exchange
Offer, whether or not such Existing Subordinated Notes were tendered, accepted
for payment or paid for prior to such increase in consideration. In addition,
we may extend the expiration date of the Exchange Offer as described below
under the caption "--Extensions, Delay in Acceptance, Termination or Amendment."

Generally, the Senior Notes and Senior Convertible Notes you receive in the
Exchange Offer will be freely tradeable, unless you are considered an affiliate
of ours, as that term is defined in the Securities Act, or you hold Existing
Subordinated Notes that were previously held by one of our affiliates.

The cash to be paid in connection with the Exchange Offer will come from
internally generated funds and borrowings.

The Exchange Offer is being made to all holders of Existing Subordinated
Notes. The Exchange Offer will expire at 5:00 p.m., New York City time, on
February 12, 2002. In our sole and absolute discretion, we may extend the
period of time during which the Exchange Offer is open. Assuming we have not
previously elected to terminate the Exchange Offer, we will accept for exchange
up to $150,000,000 aggregate principal amount of outstanding Existing
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Subordinated Notes which are properly tendered prior to the expiration of the
Exchange Offer and not withdrawn as permitted below. Our obligation to accept
Existing Subordinated Notes in the Exchange Offer is subject to the conditions
listed below under the caption "--Conditions to the Exchange Offer."

31

We expressly reserve the right, at any time and from time to time, to extend
the period of time during which the Exchange Offer is open, and thereby delay
acceptance of any Existing Subordinated Notes. If we elect to extend the period
of time during which the Exchange Offer is open, we will give oral or written
notice of the extension, as described below. During any extension, all Existing
Subordinated Notes previously tendered and not withdrawn will remain subject to
the extended Exchange Offer and may be accepted for exchange by us. In the case
of an extension, we will issue a press release or other public announcement no
later than 9:00 a.m., New York City time, on the next business day after the
previously scheduled expiration of the Exchange Offer.

We will return to the registered holder, at our expense, any Existing
Subordinated Notes not accepted for exchange as promptly as practicable after
the expiration or termination of the Exchange Offer. We acknowledge that Rule
l4e-1(c) under the Exchange Act requires us to pay the consideration offered or
return the Existing Subordinated Notes tendered promptly after the termination
or withdrawal of the Exchange Offer.

Following completion of the Exchange Offer, subject to applicable securities
laws, we may, in our sole and absolute discretion, seek to acquire Existing
Subordinated Notes not tendered in the Exchange Offer by means of open market
purchases, privately negotiated acquisitions, redemptions or otherwise, or
commence one or more additional exchange offers to those holders of Existing
Subordinated Notes who did not exchange their Existing Subordinated Notes for
cash and either Senior Notes, Senior Convertible Notes or a combination of
Senior Notes and Senior Convertible Notes.

Extensions, Delay in Acceptance, Termination or Amendment

We expressly reserve the right, at any time or at various times, to extend
the period of time during which the Exchange Offer is open. During any such
extensions, all Existing Subordinated Notes that have been previously tendered
will remain subject to the Exchange Offer, and we may accept them for exchange.

To extend the Exchange Offer, we will notify the Exchange Agent orally or in
writing of any extension. We also will make a public announcement of the
extension no later than 9:00 a.m., New York City time, on the next business day
after the previously scheduled expiration date.

If any of the conditions described below under the caption "--Conditions to
the Exchange Offer" have not been satisfied with respect to the Exchange Offer,
we reserve the right, in our sole discretion:

to terminate the Exchange Offer and promptly return all tendered
Existing Subordinated Notes to tendering Existing Subordinated Note
holders;

to extend the Exchange Offer and, subject to the withdrawal rights
described under the caption "--Withdrawal Rights," retain all tendered
Existing Subordinated Notes until the extended Exchange Offer expires;
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to amend the terms of the Exchange Offer; or

to waive the unsatisfied condition and, subject to any requirement to
extend the period of time during which the Exchange Offer is open,
complete the Exchange Offer.

We will give oral or written notice of such termination, extension or
amendment to the Exchange Agent. We also reserve the right to amend the terms
of the Exchange Offer in any manner.

Any such termination or amendment will be followed as promptly as
practicable by oral or written notice thereof to the registered holders of
Existing Subordinated Notes. If we amend the Exchange Offer in a manner that we
determine to constitute a material change, we will promptly disclose that
amendment by means of a supplement to this prospectus. We will distribute the
supplement to the registered holders of the Existing Subordinated Notes.
Depending upon the significance of the amendment and the manner of disclosure
to the registered holders, we will extend the Exchange Offer for at least the
minimum period required by Rules 13e-4(e) and (f) and l4e-1 under the Exchange
Act.
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Without limiting the manner in which we may choose to make public
announcements of any termination or amendment of the Exchange Offer, we have no
obligation to publish, advertise or otherwise communicate any such public
announcement, other than by making a timely release to Dow Jones Newswires.

In the event we increase or decrease the consideration offered to holders of
Existing Subordinated Notes pursuant to the Exchange Offer, we will extend the
expiration date of the Exchange Offer by at least an additional 10 business
days from the date of oral or written notification of, or public announcement
concerning, the change in consideration.

Conditions to the Exchange Offer

The Exchange Offer is conditioned upon the exchange of a minimum principal
amount of $135,000,000 of Existing Subordinated Notes, representing 90% in
principal amount of the outstanding Existing Subordinated Notes, and the
approval of the Exchange Offer by our stockholders and the consent of the agent
and lenders holding at least 66 2/3% of the commitments under our revolving
credit facility. Notwithstanding any other provision of the Exchange Offer, we
are not required to accept any Existing Subordinated Notes for exchange or to
issue Senior Notes or Senior Convertible Notes or pay any cash in exchange for
Existing Subordinated Notes, and we may terminate or amend the Exchange Offer
if, at any time before the expiration date of the Exchange Offer, any of the
conditions described above are not satisfied or any of the following events
occurs:

the Exchange Offer is determined to violate any applicable law or any
applicable interpretation of the staff of the Securities and Exchange
Commission;

an action or proceeding is pending or threatened in any court or by any
governmental agency or third party that might materially impair our
ability to proceed with the Exchange Offer;
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any material adverse development occurs in any existing legal action or
proceeding involving CellStar or any of our subsidiaries;

any action, proceeding or litigation seeking to enjoin, make illegal or
delay completion of the Exchange Offer or otherwise relating in any
manner to the Exchange Offer is instituted or threatened;

any order, stay, Jjudgment or decree is issued by any court, government,
governmental authority or other regulatory or administrative authority
and is in effect, or any statute, rule, regulation, governmental order
or injunction shall have been proposed, enacted, enforced or deemed
applicable to the Exchange Offer, any of which would or might restrain,
prohibit or delay completion of the Exchange Offer or impair the
contemplated benefits of the Exchange Offer to us;

any of the following occurs and the adverse effect of such occurrence
shall, in our reasonable judgment, be continuing:

any general suspension of trading in, or limitation on prices for,
securities on any national securities exchange or in the
over—-the-counter market in the United States;

any extraordinary or material adverse change in U.S. financial markets
generally, including, without limitation, a decline of at least twenty
percent in either the Dow Jones Average of Industrial Stocks or the
Standard & Poor's 500 Index from the date of this prospectus;

a declaration of a banking moratorium or any suspension of payments in
respect of banks in the United States;

any limitation, whether or not mandatory, by any governmental entity on,
or any other event that would reasonably be expected to materially
adversely affect, the extension of credit by banks or other lending
institutions;

a commencement of a war or other national or international calamity
directly or indirectly involving the United States, which would
reasonably be expected to affect materially and adversely, or to delay
materially, the completion of the Exchange Offer; or
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if any of the situations described above existed at the time of
commencement of the Exchange Offer and that situation deteriorates
materially after commencement of the Exchange Offer;

any tender or exchange offer, other than this Exchange Offer, with respect
to some or all of our outstanding Common Stock or any merger, acquisition or
other business combination proposal involving us shall have been proposed,
announced or made by any person or entity;

any event or events occur that have resulted or may result, in our
reasonable judgment, in an adverse change in our business condition, income,

operations, stock ownership or prospects;

as the term "group" is used in Section 13(d) (3) of the Exchange Act,

any person, entity or group acquires more than five percent of our
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outstanding shares of Common Stock, other than a person, entity or group
which had publicly disclosed such ownership with the SEC prior to
January 14, 2002;

any such person, entity or group which had publicly disclosed such
ownership prior to such date shall acquire additional Common Stock
constituting more than two percent of our outstanding shares;

the Nasdag National Market System does not approve the listing of the shares
of Common Stock issuable upon the conversion of the Senior Convertible Notes
issued in the Exchange Offer; or

any stop order shall be threatened or in effect with respect to the
qualifications of either indenture under the Trust Indenture Act of 1939.

The above conditions are for our sole benefit. We may assert these
conditions with respect to the Exchange Offer regardless of the circumstances
giving rise to them. We may waive any condition in whole or in part at any time
prior to the expiration of the Exchange Offer in our discretion. Our failure to
exercise our rights under any of the above conditions does not represent a
waiver of these rights. Each right is an ongoing right which may be asserted at
any time. Any determination by us concerning the above conditions will be final
and binding upon all parties.

Procedures for Tendering Existing Subordinated Notes
How to Tender Generally

Only a registered holder of Existing Subordinated Notes may tender such
Existing Subordinated Notes in the Exchange Offer. To tender in the Exchange
Offer, a holder must either (1) comply with the procedures for physical tender
or (2) comply with the automated tender offer program procedures of The
Depository Trust Company described below.

To complete a physical tender, a holder must:

complete, sign and date the letter of transmittal or a facsimile of the
letter of transmittal,

have the signature on the letter of transmittal guaranteed if the letter
of transmittal so requires,

mail or deliver the letter of transmittal or facsimile, and any other
documents required by the letter of transmittal, to the Exchange Agent
at the address set forth on page 111 of this prospectus prior to the
expiration date, and

deliver the Existing Subordinated Notes to the Exchange Agent prior to
the expiration date or comply with the guaranteed delivery procedures
described below.

The Exchange Agent must receive any physical delivery of the letter of
transmittal and other required documents at its address on page 111 of this
prospectus prior to the expiration date.
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How to Tender Through The Depository Trust Company

To complete a tender through The Depository Trust Company's automatic tender
offer program procedures, The Depository Trust Company participants may, in
lieu of physically completing and signing the letter of transmittal and
delivering it to the Exchange Agent, electronically transmit their acceptance
through the automatic tender offer program, and The Depository Trust Company
then will edit and verify the acceptance and send an Agent's Message (as
defined below) to the Exchange Agent for its acceptance. If an Existing
Subordinated Note holder uses the automatic tender offer program to tender
Existing Subordinated Notes, delivery of tendered Existing Subordinated Notes
must be made to the Exchange Agent pursuant to the book-entry delivery
procedures set forth below or the tendering The Depository Trust Company

participant must comply with the guaranteed delivery procedures set forth below.

How to Tender if You Are a Beneficial Owner

To validly tender Existing Subordinated Notes that are held of record by a
broker, dealer, commercial bank, trust company or other nominee, the beneficial
owner thereof must instruct such custodian to tender the Existing Subordinated
Notes on the beneficial owner's behalf. A letter of instruction is included in
the materials provided with this prospectus that may be used by a beneficial
owner to effect the tender. Any beneficial owner of Existing Subordinated Notes
held of record by The Depository Trust Company or its nominee, through
authority granted by The Depository Trust Company, may direct The Depository
Trust Company participant through which such beneficial owner's Existing
Subordinated Notes are held in The Depository Trust Company to execute, on such
beneficial owner's behalf, a tender with respect to Existing Subordinated Notes
beneficially owned by such beneficial owner.

The tender by a holder that is not withdrawn prior to the expiration date
and our acceptance of that tender will constitute an agreement between the
holder and us in accordance with the terms and subject to the conditions
described in this prospectus and in the letter of transmittal.

The method of delivery of Existing Subordinated Notes, the letter of
transmittal, Agent's Message and all other required documents to the Exchange
Agent, including delivery through The Depository Trust Company and any
acceptance of an Agent's Message transmitted through the automatic tender offer
program, 1s at your election and risk. Rather than mail these items, we
recommend that you use an overnight or hand delivery service. If delivery is by
mail, it is suggested that the holder use properly insured, registered mail
with return receipt requested. In all cases, you should allow sufficient time
to assure delivery to the Exchange Agent before the expiration date. You should
not send the letter of transmittal or Existing Subordinated Notes to us. You
may request your broker, dealer, commercial bank, trust company or other
nominee to effect the above transactions for you.

Book-Entry Transfer

Within two business days after the date of this prospectus, the Exchange
Agent will establish an account at The Depository Trust Company for the
Existing Subordinated Notes tendered in the Exchange Offer. Any financial
institution that is a participant in The Depository Trust Company's system may
make book-entry delivery of Existing Subordinated Notes by causing The
Depository Trust Company to transfer the Existing Subordinated Notes into the
Exchange Agent's account at The Depository Trust Company in accordance with The
Depository Trust Company's procedures for transfer. However, although delivery
of Existing Subordinated Notes may be effected through book-entry transfer into
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the Exchange Agent's account at The Depository Trust Company, either the letter
of transmittal (or a manually signed facsimile thereof), with any required
signature guarantees or an Agent's Message, and any other required documents,
must, in any case, be transmitted to and received by the Exchange Agent at its
address set forth on page 111 of this prospectus on or prior to the expiration
of the Exchange Offer. Delivery of documents to The Depository Trust Company
does not constitute delivery to the Exchange Agent. The confirmation of a
book-entry transfer into the Exchange Agent's account The Depository Trust
Company as described above is referred to herein as a "Book-Entry Confirmation."
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The term "Agent's Message" means a message transmitted by The Depository
Trust Company to, and received by, the Exchange Agent and forming a part of the
Book-Entry Confirmation, which states that The Depository Trust Company has
received an express acknowledgment from the participant in The Depository Trust
Company tendering the Existing Subordinated Notes and that such participant has
received the letter of transmittal and agrees to be bound by the terms of the
letter of transmittal and CellStar may enforce such agreement against such
participant.

Signatures and Signature Guarantees

Signatures on all letters of transmittal, if necessary, must be guaranteed
by a recognized participant in the Securities Transfer Agents Medallion
Program, the New York Stock Exchange Medallion Signature Program or the Stock
Exchange Medallion Program (a "Medallion Signature Guarantor"), unless the
Existing Subordinated Notes tendered thereby are tendered:

by an Existing Subordinated Note holder (or by a participant in The
Depository Trust Company whose name appears on a security position
listing as the owner of such Existing Subordinated Note) who has not
completed either the box entitled "Special Issuance Instructions" or the
box entitled "Special Delivery Instructions" on the letter of
transmittal, or

for the account of a member firm of a registered national securities
exchange, a member of the National Association of Securities Dealers,
Inc. ("NASD") or a commercial bank or trust company having an office or
correspondent in the United States (each of the foregoing being referred
to as an "Eligible Institution").

If the Existing Subordinated Notes are registered in the name of a person
other than the signer of the letter of transmittal or if Existing Subordinated
Notes not accepted for payment or not tendered are to be returned to a person
other than the Existing Subordinated Note holder, then the signatures on the
letters of transmittal accompanying the tendered Existing Subordinated Notes
must be guaranteed by a Medallion Signature Guarantor as described above. See
Instructions 1 and 5 of the letter of transmittal.

Guaranteed Delivery Procedures

If an Existing Subordinated Note holder desires to tender Existing
Subordinated Notes pursuant to the Exchange Offer and time will not permit the
letter of transmittal, certificates representing such Existing Subordinated
Notes and all other required documents to reach the Exchange Agent, or the
procedures for book-entry transfer cannot be completed, on or prior to the
expiration of the Exchange Offer, such Existing Subordinated Notes may
nevertheless be tendered, with the effect that such tender will be deemed to
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have been received prior to the expiration of the Exchange Offer, if all the
following conditions are satisfied:

the tender is made by or through an Eligible Institution;

a properly completed and duly executed Notice of Guaranteed Delivery,
substantially in the form we provide herewith, is received by the
Exchange Agent on or prior to the expiration of the Exchange Offer, as
provided below; and

the certificates for the tendered Existing Subordinated Notes, in proper
form for transfer (or a Book-Entry Confirmation of the transfer of such
Existing Subordinated Notes into the Exchange Agent's account at The
Depository Trust Company as described above), together with a letter of
transmittal (or a manually signed facsimile thereof) properly completed
and duly executed, with any required signature guarantees and any other
documents required by the letter of transmittal, or a properly
transmitted Agent's Message, are received by the Exchange Agent within
three business days after the date of execution of the Notice of
Guaranteed Delivery.

The Notice of Guaranteed Delivery may be sent by hand delivery, telegram,
facsimile transmission or registered or certified mail to the Exchange Agent
and must include a guarantee by an Eligible Institution in the form set forth
in the Notice of Guaranteed Delivery. For purposes hereof, a "business day" is
any day on which the Nasdag National Market System is open for trading.
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Notwithstanding any other provision hereof, the issuance of Senior Notes and
Senior Convertible Notes and payment of cash for Existing Subordinated Notes
tendered and accepted pursuant to the Exchange Offer will, in all cases, be
made only after timely receipt (i.e., on or prior to the expiration of the
Exchange Offer) by the Exchange Agent of (a) the tendered Existing Subordinated
Notes or a Book-Entry Confirmation of the transfer of such Existing
Subordinated Notes into the Exchange Agent's account at The Depository Trust
Company as described above, (b) a letter of transmittal (or a manually signed
facsimile thereof) with respect to such Existing Subordinated Notes, properly
completed and duly executed, with any required signature guarantees, or a
properly transmitted Agent's Message, and (c) all other documents, if any,
required by the letter of transmittal. Holders desiring to tender Existing
Subordinated Notes on the date of the expiration of the Exchange Offer should
also note that such holders must allow sufficient time for completion of the
automatic tender offer program procedures during The Depository Trust Company's
normal business hours on that date.

Determinations Under the Exchange Offer

All questions as to the validity, form, eligibility, including time of
receipt, and acceptance of Existing Subordinated Notes tendered for exchange
will be determined by us in our sole and absolute discretion. Our determination
will be final and binding. Prior to the expiration of the Exchange Offer we
reserve the absolute right to reject any and all improperly tendered Existing
Subordinated Notes or not to accept any Existing Subordinated Notes, the
acceptance of which might be unlawful as determined by us or our counsel. We
also reserve the absolute right to waive any defects or irregularities or
conditions of the Exchange Offer as to any Existing Subordinated Notes prior to
the expiration of the Exchange Offer, including the right to waive the
ineligibility of any holder who seeks to tender Existing Subordinated Notes.
Our interpretation of the terms and conditions of the Exchange Offer as to any
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particular Existing Subordinated Notes, including the terms and conditions of
the letter of transmittal and the accompanying instructions, will be final and
binding.

Unless waived, any defects or irregularities in connection with tenders of
Existing Subordinated Notes must be cured within a reasonable period of time,
as determined by us. Neither we, the Exchange Agent nor any other person has
any duty to give notification of any defect or irregularity with respect to any
tender of Existing Subordinated Notes for exchange, nor will we have any
liability for failure to give such notification. Tenders of Existing
Subordinated Notes will not be deemed made until such defects or irregularities
have been cured or waived. Any Existing Subordinated Notes received by the
Exchange Agent that are not properly tendered and as to which the defects or
irregularities have not been cured or waived will be returned to the tendering
holder, unless otherwise provided in the letter of transmittal, as soon as
practicable following the expiration of the Exchange Offer.

Acceptance of Existing Subordinated Notes for Exchange; Delivery of Cash,
Senior Notes and Senior Convertible Notes

Upon satisfaction or waiver of all of the conditions to the Exchange Offer,
and assuming we have not previously elected to terminate the Exchange Offer, we
will accept, promptly after the expiration of the Exchange Offer, Existing
Subordinated Notes up to an amount that shall not exceed $150,000,000 aggregate
principal amount. We will issue the Senior Notes and Senior Convertible Notes
and pay the cash to be issued and paid in the Exchange Offer promptly after
acceptance of these Existing Subordinated Notes. For purposes of the Exchange
Offer, we will be deemed to have accepted properly tendered Existing
Subordinated Notes for exchange when, as and if we have given oral or written
notice of acceptance to the Exchange Agent, with written confirmation of any
oral notice to be given promptly after any oral notice.

For each $1,000 principal amount of outstanding Existing Subordinated Notes
accepted for exchange in the Exchange Offer, the tendering holder will receive
approximately $366.67 in cash and either (i) $400.94 principal amount of Senior
Notes or (ii) $320.75 principal amount of Senior Convertible Notes and $80.19
principal amount of Senior Notes or (iii) $400.94 principal amount of Senior
Convertible Notes. In addition, to induce holders to exchange their Existing
Subordinated Notes and in partial consideration for the exchange, we will pay
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to the holders of Existing Subordinated Notes we accept for exchange an amount
equal to the accrued and unpaid interest to the date we accept such Existing
Subordinated Notes for exchange, subject to the right of holders of record on
the relevant record date to receive interest due on the relevant interest
payment date. The payment of interest on any Existing Subordinated Notes not
tendered and accepted for exchange in the Exchange Offer will not be modified.

In all cases, the payment of cash and issuance of Senior Notes, Senior
Convertible Notes or combination of Senior Notes and Senior Convertible Notes
in exchange for Existing Subordinated Notes tendered and accepted for exchange
pursuant to the Exchange Offer will be made only after timely receipt by the
Exchange Agent of:

the certificates evidencing such Existing Subordinated Notes or a
Book-Entry Confirmation of transfer of the Existing Subordinated Notes
into the Exchange Agent's account at The Depository Trust Company, as
the case may be,
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a properly completed and duly executed letter of transmittal, with any
required signature guarantees, or, in the case of a book-entry transfer,
either a properly completed and duly executed letter of transmittal or
an Agent's Message, and

any other documents required by the letter of transmittal.

Accordingly, tendering holders of Existing Subordinated Notes may be paid at
different times depending upon when certificates evidencing Existing
Subordinated Notes or Book-Entry Confirmations with respect to the Existing
Subordinated Notes are actually received by the Exchange Agent.

If for any reason we do not accept any tendered Existing Subordinated Notes
or if Existing Subordinated Notes are submitted for a greater principal amount
than the holder desires to exchange, we will return the unaccepted or
non-exchanged Existing Subordinated Notes without expense to the registered
tendering holder. In the case of Existing Subordinated Notes tendered by
book-entry transfer into the Exchange Agent's account at The Depository Trust
Company by using the book-entry procedures described above, the unaccepted or
non-exchanged Existing Subordinated Notes will be credited to an account
maintained by the tendering holder with The Depository Trust Company. Any
Existing Subordinated Notes to be returned to the holder will be returned as
promptly as practicable after the expiration or termination of the Exchange
Offer.

Withdrawal of Tenders

You may withdraw tenders of Existing Subordinated Notes at any time prior to
the expiration of the Exchange Offer and, unless your tendered Existing
Subordinated Notes have previously been accepted for exchange and you have
received the Senior Notes and Senior Convertible Notes issuable and cash
payable in exchange therefor, you may also withdraw previously tendered
Existing Subordinated Notes at any time after March 12, 2002.

If we extend the Exchange Offer, are delayed in our acceptance for payment
of Existing Subordinated Notes or are unable to accept Existing Subordinated
Notes for payment pursuant to the Exchange Offer for any reason, without
prejudice to our rights under the Exchange Offer, the Exchange Agent may,
nevertheless, on our behalf, retain tendered Existing Subordinated Notes and
such Existing Subordinated Notes may not be withdrawn except to the extent that
tendering holders of Existing Subordinated Notes are entitled to withdrawal
rights as described herein. Any such delay will be accompanied by an extension
of the Exchange Offer to the extent required by law.

For a withdrawal to be effective:

the Exchange Agent must receive a written notice of withdrawal at its
address on page 111 of this prospectus, or

the withdrawing holder must comply with The Depository Trust Company's
automatic tender offer program procedures.
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Any notice of withdrawal must:
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specify the name of the person who tendered the Existing Subordinated
Notes to be withdrawn,

identify the Existing Subordinated Notes to be withdrawn, including the
registration number or numbers and the principal amount of such Existing
Subordinated Notes,

be signed by the person who tendered the Existing Subordinated Notes in
the same manner as the original signature on the letter of transmittal

used to deposit those Existing Subordinated Notes or be accompanied by

documents of transfer sufficient to permit the trustee to register the

transfer in the name of the person withdrawing the tender, and

specify the name in which Existing Subordinated Notes are to be
registered, if different from that of the person who tendered the
Existing Subordinated Notes.

Any Existing Subordinated Notes which have been tendered for exchange but
which are not exchanged for any reason will be returned to the registered
holder without cost to that holder as soon as practicable after withdrawal,
non-acceptance of tender or termination of the Exchange Offer. In the case of
Existing Subordinated Notes tendered by book-entry transfer into the Exchange
Agent's account at The Depository Trust Company by using the book-entry
transfer procedures described above, any withdrawn or unaccepted Existing
Subordinated Notes will be credited to the tendering holder's account at The
Depository Trust Company.

Withdrawals of tenders of Existing Subordinated Notes may not be rescinded,
and Existing Subordinated Notes properly withdrawn will thereafter be deemed
not validly tendered for purposes of the Exchange Offer. However, withdrawn
Existing Subordinated Notes may be retendered by again following the procedures
described above at any time prior to the expiration of the Exchange Offer.

All questions as to the form and validity (including time of receipt) of any
notice of withdrawal will be determined by us, in our sole discretion, and our
determination will be final and binding. None of CellStar, the Dealer Manager,
the Exchange Agent, the Information Agent or any other person will be under any
duty to give notification of any defects or irregularities in any notice of
withdrawal or incur any liability for failure to give any such notification.

Exchange Agent

We have appointed The Bank of New York as the Exchange Agent. All completed
letters of transmittal and Agent's Messages should be directed to the Exchange
Agent at one of the addresses set forth below. All questions regarding the
procedures for tendering in the Exchange Offer and requests for assistance in

tendering your Existing Subordinated Notes should also be directed to the
Exchange Agent at the following telephone number or address:

By Registered or Certified
Mail, or by Hand or
Overnight Delivery

The Bank of New York
15 Broad Street
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16/th/ Floor
New York, New York 10005

Attention: Diane Amoroso/Reorganization Unit

By Facsimile:
(Eligible Institutions Only)

(212) 235-2353

To Confirm by Telephone
or for Information Call:
(212) 235-2261

Delivery of a letter of transmittal or Agent's Message to an address other
than the address listed above or transmission of instructions by facsimile
other than as set forth above is not valid delivery of the letter of
transmittal or Agent's Message.
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Requests for additional copies of this prospectus, our Amended Quarterly
Report on Form 10-Q/A for the period ended August 31, 2001 filed January 10,
2002, our Form 10-K/A for the fiscal year ended November 30, 2000 filed on July
6, 2001, our Annual Meeting Proxy Statement dated January 14, 2002, the
enclosed letter of transmittal or the enclosed notice of guaranteed delivery
may be directed to either the Exchange Agent at the telephone number or one of
the addresses listed above or to the Information Agent at one of the telephone
numbers or the address listed on page 111 of this prospectus.

Recommendation

We are not making any recommendation regarding whether you should tender
your Existing Subordinated Notes, and, accordingly, you must make your own
determination as to whether to tender your Existing Subordinated Notes for
exchange and accept the cash and either Senior Notes, Senior Convertible Notes
or a combination of Senior Notes and Senior Convertible Notes we propose for
issuance.

Solicitation

The Dealer Manager and the Information Agent will mail solicitation
materials on our behalf. Dresdner Kleinwort Wasserstein is acting as our
financial advisor and Dealer Manager in connection with the Exchange Offer and
will receive a fee of $1.5 million. We will also reimburse the Dealer Manager
for certain out of pocket expenses, including attorney's fees, and will be
indemnified against certain liabilities, including liabilities under the
federal securities laws, in connection with the Exchange Offer. The Dealer
Manager has rendered and is expected to render various investment banking and
other advisory services to us and our subsidiaries, including structuring and
negotiating financing. The Dealer Manager has received, and will continue to
receive, customary compensation from us and our subsidiaries for such services.
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Additional solicitation may be made by telephone, facsimile or in person by
our officers and regular employees and our affiliates and by persons so engaged
by the Dealer Manager and the Information Agent.

Transfer Taxes

Cellstar will pay all transfer taxes with respect to the transfer and sale
of any Existing Subordinated Notes to us or our order pursuant to the Exchange
Offer. If, however, you instruct us to register your Senior Notes and/or Senior
Convertible Notes in the name of, or request that Existing Subordinated Notes
not tendered or not accepted in the Exchange Offer be returned to, a person
other than the registered tendering holder the amount of any transfer taxes
(whether imposed on the registered holder or such other person) payable on
account of the transfer to such other person will be payable by the registered
holder of such Existing Subordinated Notes. In those cases, you will be
responsible for the payment of any applicable transfer tax.

Required Approvals

No federal or state regulatory requirements must be complied with and no
approval need be obtained in connection with the Exchange Offer.

Appraisal Rights

There are no dissenter's rights or appraisal rights with respect to the
Exchange Offer.
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DESCRIPTION OF EXCHANGE NOTES

The following is a description of the Exchange Notes, which you should read
carefully to evaluate your rights as a holder of Existing Subordinated Notes as
compared to your rights as a holder of Exchange Notes, if you tender your
Existing Subordinated Notes in the Exchange Offer.

DESCRIPTION OF THE SENIOR NOTES

The Senior Notes will be issued under the Senior Notes Indenture (the
"Senior Notes Indenture") between CellStar and The Bank of New York, as trustee
(the "Senior Notes Trustee"). We will provide a copy of the form of Senior
Notes Indenture upon request. The terms of the Senior Notes Indenture are
governed by certain provisions contained in the Trust Indenture Act. The
following summaries of certain provisions of the Senior Notes and the Senior
Notes Indenture do not purport to be complete and are subject to, and are
qualified in their entirety by reference to, all the provisions of the Senior
Notes and the Senior Notes Indenture, including the definitions therein of
certain terms that are not otherwise defined in this prospectus and those terms
made a part of the Senior Notes Indenture by reference to the Trust Indenture
Act as in effect on the date of the Senior Notes Indenture. Wherever particular
provisions or defined terms of the Senior Notes Indenture (or of the form of
the Senior Notes that is a part of the Senior Notes Indenture) are referred to,
such provisions or defined terms are incorporated herein by reference in their
entirety. As used in this "Description of the Senior Notes," "CellStar" refers
to CellStar Corporation and does not, unless the context otherwise indicates,
include our subsidiaries. The definitions of certain capitalized terms used in
the following summary are set forth below under "Certain Definitions."
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General

The Senior Notes are general, unsecured senior subordinated obligations of
CellStar and have no conversion rights. The Senior Notes are limited to
$60,142,000 aggregate principal amount, will be issued in fully registered form
only in denominations of $1,000 in principal amount or any multiple thereof and
mature 5 years from the issue date, unless earlier redeemed at our option or
repurchased at the option of the holder upon a Change of Control.

The Senior Notes bear interest from the date of issue, at an annual rate of
12%, payable semi-annually in arrears in cash on each August 15 and February
15, commencing August 15, 2002, to holders of record at the close of business
on the preceding August 1 and February 1, respectively. Interest is computed on
the basis of a 360-day year composed of twelve 30-day months.

Payments of principal on the Senior Notes will be payable, and Senior Notes
held in certificated form may be presented for registration of transfer and
exchange, without service charge, at the office of the Senior Notes Trustee in
New York, New York. Reference is made to the information set forth below under
the subheading "Form, Denomination and Registration" for information as to the
Senior Notes held as beneficial interests in one or more Global Notes (defined
below) .

Form, Denomination and Registration

The Senior Notes will be issued in fully registered form, without coupons,
in denominations of $1,000 and integral multiples thereof.

Global Notes; Book--Entry Form. A recipient of Senior Notes pursuant to this
prospectus will receive a beneficial interest in an unrestricted global note
(the "Global Note") which will be deposited with, or on behalf of, The
Depository Trust Company and registered in the name of Cede & Co., as the
nominee of The Depository Trust Company. Except as set forth below, the record
ownership of the Global Note may be transferred in whole or in part, only to
another nominee of The Depository Trust Company or to a successor of The
Depository Trust Company or its nominee.
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A holder of Senior Notes may hold its interest in the Global Note directly
through The Depository Trust Company if such holder is a participant in The
Depository Trust Company or indirectly through organizations that are
participants in The Depository Trust Company (the "Participants"). Holders of
Senior Notes who are not Participants may beneficially own interests in the
Global Note held by The Depository Trust Company only through Participants or
certain banks, brokers, dealers, trust companies and other parties that clear
through or maintain a custodial relationship with a Participant, either
directly or indirectly ("Indirect Participants"). So long as Cede & Co., as the
nominee of The Depository Trust Company, is the registered owner of the Global
Note, Cede & Co. for all purposes will be considered the sole holder of the
Global Note. Owners of beneficial interests in the Global Note will be entitled
to have certificates registered in their names and to receive physical delivery
of certificates in physical form (a "Physical Note").
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Payments of interest on and the redemption and repurchase price of the
Global Note will be made to Cede & Co., the nominee for The Depository Trust
Company, as registered owner of the Global Note, by wire transfer of
immediately available funds on each interest payment date, each redemption date
and each repurchase date, as applicable. None of us, the Senior Notes Trustee
or any paying agent will have any responsibility or liability for any aspect of
the records relating to or payments made on account of beneficial ownership
interests in the Global Note or for maintaining, supervising or reviewing any
records relating to such beneficial ownership interests. Payments of interest
on and the redemption and repurchase price of the Physical Notes will be paid
by check mailed to such holders entitled thereto on each interest payment date,
each redemption date and each repurchase date, as applicable.

We have been informed by The Depository Trust Company that, with respect to
any payment of interest on, or the redemption or repurchase price of, the
Global Note, The Depository Trust Company's practice is to credit Participants'
accounts on the payment date, redemption date or repurchase date, as applicable
therefor, with payments in amounts proportionate to their respective beneficial
interests in the principal amount represented by the Global Note as shown on
the records of The Depository Trust Company, unless The Depository Trust
Company has reason to believe that it will not receive payment on such payment
date. Payments by Participants to owners of beneficial interests in the
principal amount represented by the Global Note held through such Participants
will be the responsibility of such Participants, as is now the case with
securities held for the accounts of customers registered in "street name."

Physical Notes. A holder of Senior Notes that so requests will be issued
Senior Notes in the form of a Physical Note and such interest in the Senior
Notes will not be represented by a Global Note.

Subordination

The payment of all Obligations is, to the extent set forth in the Senior
Notes Indenture, subordinated in right of payment to the prior payment in full,
in cash or cash equivalents, of all Senior Indebtedness. Upon any distribution
to our creditors in our liquidation or dissolution or in a bankruptcy,
reorganization, insolvency, receivership or similar proceeding related to us or
our property, in an assignment for the benefit of creditors or any marshaling
of our assets and liabilities, the holders of all Senior Indebtedness will
first be entitled to receive payment in full, in cash or cash equivalents, of
all amounts due or to become due thereon before the holders of the Senior Notes
will be entitled to receive any payment or distribution of any kind or
character, whether in cash, cash equivalents, property, or securities, on or in
respect of the Obligations, or for the acquisition of any of the Senior Notes
for cash, cash equivalents, property or securities; and until all such amounts
due or to become due with respect to all Senior Indebtedness are first paid in
full, in cash or cash equivalents, any payment or distribution to which the
holders of the Senior Notes would be entitled but for the subordination
provisions of the Senior Notes Indenture will be made to the holders of Senior
Indebtedness as their interests may appear.

We also may not make any payment upon or in respect of the Senior Notes or
acquire any of the Senior Notes for cash, cash equivalents, property,
securities or otherwise if (a) a default in the payment of any obligations (a
"Payment Default") on Senior Indebtedness occurs and is continuing beyond any
applicable period
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of grace or (b) any default occurs and is continuing with respect to any Senior
Indebtedness resulting in the acceleration of maturity of all or any portion of
such Senior Indebtedness. In addition, no payment on any of the Obligations
shall be made if, and we shall not acquire any Senior Notes while, any other
default (a "non-payment default") occurs and is continuing (or would occur upon
any payment or distribution with respect to the Obligations) with respect to
Senior Indebtedness that permits holders of the Senior Indebtedness as to which
such default relates to accelerate its maturity and the Senior Notes Trustee
receives a notice of such default (a "Payment Blockage Notice") from the Bank
Representative or the representative or representatives of holders of at least
a majority in principal amount of Senior Indebtedness then outstanding.
Payments on the Senior Notes may and shall be resumed (i) in the case of a
Payment Default, upon the date on which such default is cured to the
satisfaction of the Bank Representative or, as applicable representatives of
holders of at least a majority in principal amount of Senior Indebtedness or
waived to the satisfaction of the Bank Representative or, as applicable
representatives of holders of at least a majority in principal amount of Senior
Indebtedness, or (ii) in the case of a non-payment default, 180 days after the
date on which the applicable Payment Blockage Notice is received (or sooner, if
such default is cured to the satisfaction of the Bank Representative or, as
applicable representatives of holders of at least a majority in principal
amount of Senior Indebtedness or waived to the satisfaction of the Bank
Representative or, as applicable representatives of holders of at least a
majority in principal amount of Senior Indebtedness), unless the maturity of
any Senior Indebtedness has been accelerated. No new period of payment blockage
may be commenced by a creditor within 360 days after the receipt by the Senior
Notes Trustee of any prior Payment Blockage Notice by or on behalf of such
creditor. No non-payment default that existed or was continuing on the date of
delivery of any Payment Blockage Notice to the Senior Notes Trustee shall be,
or be made, the basis for a subsequent Payment Blockage Notice, unless such
non-payment default shall have been cured to the satisfaction of the Bank
Representative or, as applicable representatives of holders of at least a
majority in principal amount of Senior Indebtedness or waived to the
satisfaction of the Bank Representative or, as applicable representatives of
holders of at least a majority in principal amount of Senior Indebtedness for a
period of not less than 90 consecutive days.

In the event that the Senior Notes Trustee (or paying agent if other than
the Senior Notes Trustee) or any holder of Senior Notes receives any payment or
distribution with respect to the Obligations at a time when such payment or
distribution is prohibited under the Senior Notes Indenture, such payment or
distribution shall be held in trust for the benefit of, and shall be paid over
and delivered to, the holders of Senior Indebtedness or their representative as
their respective interests may appear. After all Senior Indebtedness is first
paid in full, in cash or cash equivalents, and until the Senior Notes are paid
in full, holders of Senior Notes shall be subrogated (equally and ratably with
all other Indebtedness ranked equally with the Senior Notes) to the rights of
holders of Senior Indebtedness to receive distributions applicable to Senior
Indebtedness to the extent that distributions otherwise payable to the holders
of Senior Notes have been applied to the payment of Senior Indebtedness.

At January 8, 2002, we had $16.1 million of Senior Indebtedness outstanding
under our revolving credit facility, and at November 30, 2001 our Subsidiaries
had approximately $285.2 million of trade payables and other indebtedness
outstanding. In addition, we expect to borrow $30.0 million under the revolving
credit facility to fund the cash portion of the Exchange Offer consideration.
Our domestic revolving credit facility provides for maximum borrowings of $85
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million, subject to a borrowing base, and our foreign credit facilities provide
for maximum borrowings of $100.3 million.

Because of these subordination provisions, in the event of a liquidation or
insolvency of us or any of our Subsidiaries, holders of Senior Notes may
recover less, ratably, than the holders of Senior Indebtedness.

No provision contained in the Senior Notes Indenture or the Senior Notes
will affect our obligation, which is absolute and unconditional, to pay, when
due, principal of, premium, if any, and interest on the Senior Notes. The
subordination provisions of the Senior Notes Indenture and the Senior Notes
will not prevent the occurrence of any default or event of default under the
Senior Notes Indenture or limit the rights of the Senior Notes Trustee or any
other holder, subject to the provisions of this subsection entitled
"Subordination," to pursue any other rights or remedies with respect to the
Senior Notes.
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Optional Redemption by CellStar

The Senior Notes may be redeemed at any time at our option on at least 30
but not more than 60 days' notice, in whole at any time or in part from time to
time, at a price of 100% of the principal amount of the then outstanding Senior
Notes, together with accrued interest to the date fixed for redemption.

If fewer than all the Senior Notes are to be redeemed, the Senior Notes
Trustee will select the Senior Notes to be redeemed in principal amounts of
$1,000 or integral multiples thereof by lot or, in its discretion, on a pro
rata basis. If any Senior Note is to be redeemed in part only, a new note or
notes in principal amount equal to the unredeemed principal portion thereof
will be issued. No sinking fund is provided for the Senior Notes.

Certain Covenants

Set forth below are certain covenants that are contained in the Senior Notes
Indenture.

Limitation on Additional Indebtedness. The Senior Notes Indenture provides
that we will not, and will not permit any of our Subsidiaries to, create, incur
or assume, directly or indirectly, guarantee or in any other manner become
directly or indirectly liable for the payment of, any Indebtedness other than:
(i) Indebtedness of CellStar and our Subsidiaries existing and disclosed at the
time the Senior Notes are issued or under any revolving credit facility
outstanding and disclosed at the time the Senior Notes are issued; (ii) the
Senior Notes; (iii) Indebtedness of CellStar or any Subsidiary if, at the time
of incurrence and after giving effect to the incurrence of such Indebtedness,
our EBITDA Coverage Ratio on a pro forma basis for our last four completed
fiscal quarters, taken as a whole and assuming such Indebtedness had been
incurred on the first day of such four quarter period, would have been at least
1 to 1; (iv) purchase-money Indebtedness and capitalized lease obligations of
CellStar or any of our Subsidiaries in an aggregate amount which does not
exceed $10 million at any time outstanding; (v) replacements, renewals,
refinancings and extensions of the Indebtedness in clauses (i), (iii) and (iv)
above, provided that any such replacement, renewal, refinancing and extension
(a) shall not provide for any mandatory redemption, amortization or sinking
fund requirement in an amount greater than or at a time prior to the amounts
and times specified in the Indebtedness being replaced, renewed, refinanced or
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extended and (b) shall not exceed the principal amount (plus accrued interest
and prepayment premium, if any) of the Indebtedness being replaced, renewed,
refinanced or extended; (vi) any Permitted Subsidiary Transaction; (vii) all
indebtedness now or hereafter outstanding under the FCC Loan Agreement not to
exceed $90.0 million at any one time outstanding; and (viii) other Indebtedness
of CellStar or any Subsidiary not to exceed $50.0 million at any one time
outstanding.

Indebtedness shall be deemed to have been incurred by the survivor of a
merger at the time of such merger and, with respect to an acquisition of a
Subsidiary by us, at the time of such acquisition.

Limitation on Investments, Loans and Advances. The Senior Notes Indenture
provides that we will not, and will not permit any of our Subsidiaries to, make
any cash contributions, advances or loans to or investments in or purchases of
capital stock or other securities of any Person (collectively, "Investments"),
except: (i) Investments by us in or to any of our Wholly-Owned Subsidiaries and
Investments or loans in or to us or any of our Wholly-Owned Subsidiaries by any
of our Subsidiaries; (ii) Investments represented by accounts receivable
created or acquired in the ordinary course of business; (iii) advances to
employees, officers and directors in the ordinary course of business; (iv)
Investments under or pursuant to interest rate protection agreements; (v)
Investments, not exceeding $25 million in the aggregate, in Jjoint wventures,
partnerships or persons that are not our Wholly-Owned Subsidiaries, provided
that such Investments are made solely for the purpose of acquiring businesses
or property related to our business; (vi) Investments made pursuant to the
"Limitation on Restricted Payments" covenant; and (vii) any Permitted
Subsidiary Transaction.

Limitation on Restricted Payments. The Senior Notes Indenture provides that
we will not, and will not permit any of our Subsidiaries to, directly or
indirectly, make any Restricted Payment, unless: (i) no default or event of
default shall have occurred and be continuing at the time of, or after giving
effect to, such Restricted
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Payment; (ii) after giving effect to such Restricted Payment, we could incur at
least $1.00 of additional Indebtedness pursuant to the restrictions set forth
in "Limitation on Additional Indebtedness" above; and (iii) immediately after
giving effect to such Restricted Payment, the aggregate of all Restricted
Payments declared or made after the issuance of the Senior Notes (including
such payments set forth in clauses (i) and (ii) of the following paragraph)
does not exceed the sum of (a) 75% of our cumulative Consolidated Net Income
(or in the event such Consolidated Net Income shall be a deficit, minus 75% of
such deficit) after the issuance of the Senior Notes, and (b) 100% of the
aggregate Net Proceeds and the fair market value of marketable securities and
property received by us from the issue or sale, after the issuance of the
Senior Notes, of our Capital Stock (other than Disqualified Stock) or any
Indebtedness or other of our securities convertible into or exercisable or
exchangeable for our capital stock (other than Disqualified Stock) which has
been so converted, exercised or exchanged, as the case may be. For purposes of
determining under clause (b) above the amount expended for Restricted Payments,
cash distributed shall be valued at the face amount thereof and property other
than cash shall be valued at its fair market value.

The foregoing shall not prohibit: (i) the payment of any dividend within 60

56



Edgar Filing: CELLSTAR CORP - Form S-4/A

days after the date of declaration of such payment if at the date of such
declaration the payment complied with the provisions of the Senior Notes
Indenture; (ii) the retirement of any shares of capital stock or Indebtedness
subordinated to the Senior Notes by conversion into, or by an exchange for,
shares of capital stock that is not Disqualified Stock, or out of the proceeds
of a substantially concurrent sale of our capital stock (other than to any of
our Subsidiaries); and (iii) the redemption or retirement of any Indebtedness
subordinated to the Senior Notes by exchange for or out of the proceeds of the
substantially concurrent sale (other than to any of our Subsidiaries) of our
Indebtedness subordinated to the Senior Notes and permitted to be incurred in
accordance with the "Limitation on Additional Indebtedness" covenant herein.

Limitation on Liens. The Senior Notes Indenture provides that neither we nor
any of our Subsidiaries may create, incur, assume or suffer to exist any lien
upon any of our or their respective assets now owned or hereafter acquired
(other than Permitted Liens), unless the Senior Notes also are equally and
ratably secured by such lien.

"Permitted Liens" shall include: (i) any lien existing as of and disclosed
on the date of issuance of the Senior Notes; (ii) any lien on our assets
securing Indebtedness under the FCC Loan Agreement; (iii) liens securing other
Senior Indebtedness; (iv) any lien arising by reason of (a) any judgment,
decree or order of any court, so long as such lien is being contested in good
faith and any appropriate legal proceedings which may have been duly initiated
for the review of such judgment, decree or order shall not have been finally
terminated or the period within which such proceedings may be initiated shall
not have expired; (b) taxes not yet delinquent or which are being contested in
good faith; (c) security for payment of workers' compensation or other
insurance; (d) security for the performance of tenders, contracts (other than
contracts for the payment of money) or leases; (e) deposits to secure public or
statutory obligations, or in lieu of surety or appeal bonds or to secure
permitted contracts for the purchase or sale of any currency entered into in
the ordinary course of business; (f) any liens created by operation of law in
favor of carriers, warehousemen, landlords, mechanics, materialmen, laborers,
employees or suppliers, incurred in the ordinary course of business for sums
which are not yet delinquent or are being contested in good faith by
negotiations or by appropriate proceedings which suspend the collection
thereof; and (g) security for surety or appeal bonds; (v) easements,
rights-of-way, zoning and similar covenants and restrictions and other similar
encumbrances or title defects which, in the aggregate, are not substantial in
amount, and which do not in any case materially detract from the value of the
property subject thereto or materially interfere with the ordinary conduct of
the business of CellStar or any of our Subsidiaries; (vi) leases and subleases
of real property which do not interfere with the ordinary conduct of the
business of CellStar or any of our Subsidiaries, and which are made on
customary and usual terms applicable to similar properties; (vii) liens with
respect to any Acquired Indebtedness, provided such liens do not extend to or
cover any property or assets of CellStar or any of our Subsidiaries (other than
the property or assets so acquired); (viii) liens securing Indebtedness which
is incurred to refinance Indebtedness which has been secured by a lien
permitted under the Senior Notes Indenture and is permitted to be refinanced
under the Senior Notes Indenture, provided that such liens do not extend to or
cover any property or assets of CellStar or any of our Subsidiaries not
securing the Indebtedness so refinanced; (ix) liens securing capitalized lease
obligations, purchase money mortgages or pledges or other purchase money liens
upon any property acquired by us or any of our Subsidiaries after the
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issuance of the Senior Notes which are acquired or held by such entity in the
ordinary course of business and are securing solely the purchase price or lease
rental of such property or are Indebtedness incurred solely for the purpose of
financing the acquisition or lease of such property (but only to the extent the
Indebtedness secured by such liens shall otherwise be permitted under the
covenants set forth herein); (x) any interest or title of a lessor or
sublessor, or any lien in favor of a landlord, arising under any real or
personal property lease under which we or any of our Subsidiaries are a lessee,
sublessee or subtenant (other than any interest or title and or any lien
securing any capitalized lease obligation); and (xi) other liens securing
Indebtedness if the Indebtedness secured by the lien, plus all other
Indebtedness secured by liens (excluding Indebtedness secured by liens
permitted by (i) through (iii) above) at the time of determination does not
exceed $20 million.

The Attributable Debt in connection with Sale-Leaseback Transactions
permitted in clause (ii) of the next covenant must be included in the
determination and treated as Indebtedness secured by a lien not otherwise
permitted by clauses (i) through (viii) above.

Limitation on Sale-Leaseback Transactions. The Senior Notes Indenture
provides that we will not, and will not permit any of our Subsidiaries to,
enter into any Sale-Leaseback Transaction unless at least one of the following
conditions is satisfied: (i) the lease is between us and any of our
Wholly-Owned Subsidiaries or between any of our Wholly-Owned Subsidiaries; (ii)
under the provision described in clause (x) of the preceding covenant, we or
any of our Subsidiaries could create a lien on the property to secure
Indebtedness at least equal in amount to the Attributable Debt in connection
with the Sale-Leaseback Transaction; or (iii) we or any of our Subsidiaries
within 90 days of the effective date of the Sale-Leaseback Transaction makes an
optional prepayment in cash of any of its long-term senior Indebtedness (which
may include the Senior Notes) at least equal in amount to the Attributable Debt
in connection with the Sale-leaseback Transaction; provided, however, that the
Indebtedness prepaid is not owned by us, any of our Subsidiaries or any of our
Affiliates; provided further, however, that in connection with any such
prepayment, we will cause the related loan commitment (if any) to be
permanently reduced in an amount equal to the principal amount so prepaid.

Limitation on Merger, Sale of Assets, etc. The Senior Notes Indenture
provides that we will not consolidate, merge, sell or lease all or
substantially all of our properties and assets (other than isolated
transactions which do not exceed $5.0 m