
OMB APPROVAL

OMB Number: 3235-0070

Expires: September 30, 2005

Estimated average burden
hours per response: 117.00

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

[X] Quarterly Report Pursuant To Section 13 Or 15(d) Of The Securities Exchange Act Of 1934
For the quarterly period ended April 30, 2003                                                                                                           

[   ] Transition Report Pursuant To Section 13 Or 15(d) Of The Securities Exchange Act Of 1934
For the transition period from                                                                        to                                                             
  

Commission File
Number:

  1-9614                                                                                                                                

           Vail Resorts, Inc.            
(Exact name of registrant as specified in its charter)

                                Delaware                                                                 51-0291762                                
(State or other jurisdiction of  (I.R.S. Employer
incorporation or organization)  Identification No.)

   
           Post Office Box 7 Vail, Colorado                                          81658                              

(Address of principal executive offices)  (Zip Code)

   
                               (970) 845-2500                            
(Registrant's telephone number, including area code)

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

Indicate by check mark whether the registrant is an accelerated filer (as defined in Rule 12b-2 of the Exchange Act).
  [X] Yes [   ] No

As of June 9, 2003, 7,439,834 shares of Class A Common Stock and 27,748,792 shares of Common Stock were issued
and outstanding.

 

 Table of Contents  
   
PART I FINANCIAL INFORMATION  
   
Item 1. Financial Statements F-2
Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations 1
Item 3. Quantitative and Qualitative Disclosures About Market Risk 10
Item 4. Controls and Procedures 10
   
   
PART II OTHER INFORMATION  
   
Item 1. Legal Proceedings 11
Item 2. Changes in Securities and Use of Proceeds 11
Item 3. Defaults Upon Senior Securities 11
Item 4. Submission of Matters to a Vote of Security Holders 11
Item 5. Other Information 11
Item 6. Exhibits and Reports on Form 8-K 13

PART I FINANCIAL INFORMATION  
   
It 1 Fi i l St t t U dit d



Item 1. Financial Statements-Unaudited  
   
Consolidated Condensed Balance Sheets as of April 30, 2003, July 31, 2002 and April 30, 2002 F-2
Consolidated Condensed Statements of Operations for the Three Months Ended April 30, 2003 and 2002 F-3
Consolidated Condensed Statements of Operations for the Nine Months Ended April 30, 2003 and 2002 F-4
Consolidated Condensed Statements of Cash Flows for the Nine Months Ended April 30, 2003 and 2002 F-5
Notes to Consolidated Condensed Financial Statements F-6

Vail Resorts, Inc. 
Consolidated Condensed Balance Sheets

(In thousands, except share and per share amounts) 

 April 30, July 31, April 30,

         2003              2002               2002      

   (as restated)

 (unaudited)  (unaudited)
Assets    
Current assets:    
 Cash and cash equivalents $        20,374 $         25,965 $        53,515
 Receivables, net 31,710 31,837 33,172
 Inventories, net 30,497 32,326 26,326
 Other current assets           18,998            19,288           22,852
  Total current assets 101,579 109,416 135,865
Property, plant and equipment, net 932,936 913,806 786,681
Real estate held for sale and investment 136,821 161,778 184,704
Goodwill, net 141,320 139,600 132,399
Other intangibles, net 80,823 77,986 69,600
Other assets           37,657            45,124           47,562
 Total assets $   1,431,136 $    1,447,710 $   1,356,811
    
Liabilities and Stockholders' Equity    
Current liabilities:    
 Accounts payable and accrued expenses (Note 5) $      150,915 $       140,230 $      130,869
 Income taxes payable 209 7,934 --
 Long-term debt due within one year (Note 4)          27,074              4,754             4,259
 Total current liabilities 178,198 152,918 135,128
Long-term debt (Note 4) 493,215 598,032 450,661
Other long-term liabilities 94,769 90,584 86,119
Deferred income taxes 102,638 73,434 117,180
Commitments and contingencies (Note 7) -- -- --
Minority interest in net assets of consolidated joint ventures 26,198 23,905 26,795
Put option - RockResorts (Note 13) 198 1,569 --
Stockholders' equity:    
 Preferred stock, $0.01 par value, 25,000,000 shares

authorized, no shares issued and outstanding -- -- --
 Common stock:    
 Class A common stock, convertible to common stock,

$0.01 par value, 20,000,000 shares authorized, 7,439,834
shares issued and outstanding 74 74 74

 Common stock, $0.01 par value, 80,000,000 shares
authorized, 27,748,792, 27,714,220, and 27,709,795
shares issued and outstanding as of April 30, 2003, July
31, 2002, and April 30, 2002, respectively 278 277 277

 Additional paid-in capital 416,060 415,688 414,256
 Deferred compensation (553) (1,348) (1,317)
 Retained earnings         120,061            92,577         127,638
 Total stockholders' equity         535,920          507,268         540,928
 Total liabilities and stockholders' equity $   1,431,136 $    1,447,710 $   1,356,811

The accompanying Notes to Consolidated Condensed Financial Statements are an integral part of these financial statements.

Vail Resorts, Inc.
Consolidated Condensed Statements of Operations

(In thousands, except per share amounts)
(Unaudited)

Three Months Ended
 April 30,

        2003             2002     

   (as restated)
Net revenue:    
 Mountain $    211,710  $      193,243

d i 4 19 49 096



 Lodging 45,519  49,096

 Real estate         11,888              4,322
 Total net revenue 269,117  246,661
Operating expense:    
 Mountain 118,450  101,520
 Lodging 33,521  34,979
 Real estate 11,567  5,488
 Depreciation and amortization         20,785            16,566
 Total operating expense       184,323          158,553
Income from operations 84,794  88,108
Other income (expense):    
 Mountain equity investment income 31  300
 Lodging equity investment loss (373)  --
 Real estate equity investment income 881  204
 Interest income 474  301
 Interest expense (12,867)  (9,644)
 Gain (loss) on disposal of fixed assets (270)  35
 Other expense (1)  (19)
 Minority interest in income of consolidated joint ventures          (2,577)            (3,423)
Income before income taxes 70,092  75,862

Provision for income taxes        (34,600)          (28,829)
Net income $      35,492  $        47,033
    
Per share amounts (basic) (Note 3):    
 Net income $           1.01  $            1.34
     
Per share amounts (diluted) (Note 3):    
 Net income $           1.01  $            1.34

The accompanying Notes to Consolidated Condensed Financial Statements are an integral part of these financial statements.

Vail Resorts, Inc.
Consolidated Condensed Statements of Operations

(In thousands, except per share amounts)
(Unaudited)

 Nine Months Ended

 April 30,

        2003             2002     

   (as restated)
Net revenue:    
 Mountain $ 435,313  $ 368,620
 Lodging 120,558  110,220
 Real estate         73,866            54,354
 Total net revenue 629,737  533,194
Operating expense:    
 Mountain 307,737  249,520
 Lodging 109,456  94,875
 Real estate 61,371  43,319
 Depreciation and amortization         58,656            47,995
 Total operating expense       537,220          435,709
Income from operations 92,517  97,485
Other income (expense):    
 Mountain equity investment income 1,254  1,508
 Lodging equity investment loss (3,705)  --
 Real estate equity investment income 4,721  2,673
 Interest income 879  1,256
 Interest expense (37,613)  (27,870)
 Gain on put option (Note 13) 1,371  --
 Loss on disposal of fixed assets (289)  (92)
 Other income (expense) 20  (68)
 Minority interest in income of consolidated joint ventures         (2,615)            (3,380)
Income before income taxes 56,540  71,512

Provision for income taxes       (29,056)          (27,175)
Income before cumulative effect of change in accounting principle 27,484  44,337
 Cumulative effect of change in accounting principle, net of income taxes                  --            (1,708)
Net income $      27,484  $        42,629
    



Per share amounts (basic) (Note 3):    
 Income before cumulative effect of change in accounting principle $ 0.78  $ 1.26
 Cumulative effect of change in accounting principle, net of income taxes                  --              (0.05)
 Net income $          0.78  $            1.21
     
Per share amounts (diluted) (Note 3):    
 Income before cumulative effect of change in accounting principle $ 0.78  $ 1.26
 Cumulative effect of change in accounting principle, net of income taxes                  --              (0.05)
 Net income $          0.78  $            1.21

The accompanying Notes to Consolidated Condensed Financial Statements are an integral part of these financial statements.

Vail Resorts, Inc.
Consolidated Condensed Statements of Cash Flows

(In thousands)
(Unaudited)

 Nine Months Ended

 April 30,

       2003             2002      

Net cash provided by operating activities: $    185,819  $      162,815
Cash flows from investing activities:    
 Capital expenditures (76,230)  (50,931)
 Investments in real estate (35,455)  (48,661)
 Cash paid in acquisitions --  (74,629)
 Other investing activities            5,209              2,373
 Net cash used in investing activities (106,476)  (171,848)
Cash flows from financing activities:    
 Proceeds from borrowings under long-term debt 216,050  581,801
 Payments on long-term debt (300,139)  (539,682)
 Other financing activities             (845)             (7,565)
 Net cash provided by (used in) financing activities        (84,934)            34,554
 Net decrease in cash and cash equivalents (5,591)  25,521
Cash and cash equivalents:    
 Beginning of period         25,965            27,994
 End of period $      20,374  $        53,515

 

The accompanying Notes to Consolidated Condensed Financial Statements are an integral part of these financial statements.

Vail Resorts, Inc.
Notes to Consolidated Condensed Financial Statements

(Unaudited)

1.  Basis of Presentation

Vail Resorts, Inc. ("Vail Resorts") is organized as a holding company and operates through various subsidiaries. Vail Resorts and its subsidiaries (collectively, the "Company")
currently operate in three business segments: Mountain, Lodging and Real Estate. The Vail Corporation (d/b/a Vail Associates, Inc.), an indirect wholly owned subsidiary of
Vail Resorts, and its subsidiaries (collectively, "Vail Associates") owns and operates four world-class ski resorts and related amenities at Vail, Breckenridge, Keystone and
Beaver Creek mountains in Colorado. The Company, through a subsidiary, also owns and operates Heavenly Ski Resort ("Heavenly") in the Lake Tahoe area of California and
Nevada. In addition to the ski resorts, Vail Associates owns Grand Teton Lodge Company ("GTLC"), which operates three resorts within Grand Teton National Park (under a
National Park Service concessionaire contract) and the Jackson Hole Golf & Tennis Club in Wyoming. Vail Associates also owns a 51% interest in Snake Rive r Lodge & Spa
("SRL&S") located near Jackson, Wyoming and owns 100% of the Lodge at Rancho Mirage ("Rancho Mirage") near Palm Springs, California. The Company also holds a
majority interest in RockResorts International, LLC ("RockResorts"), a luxury hotel management company. Vail Resorts Development Company ("VRDC"), a wholly owned
subsidiary of Vail Associates, conducts the operations of the Company's Real Estate segment. The Company's mountain and lodging businesses are seasonal in nature. The
Company's mountain and most of its lodging operations typically have operating seasons from late October through April; the Company's operations at GTLC generally run
from mid-May through mid-October.

In the opinion of the Company, the accompanying Consolidated Condensed Financial Statements reflect all adjustments necessary to present fairly the Company's financial
position, results of operations and cash flows for the interim periods presented. All such adjustments are of a normal recurring nature. Results for interim periods are not
indicative of the results for the entire year. The accompanying Consolidated Condensed Financial Statements should be read in conjunction with the audited Consolidated
Financial Statements included in the Company's Annual Report on Form 10-K for the fiscal year ended July 31, 2002.

2. Summary of Significant Accounting Policies

Use of Estimates--The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the balance sheet date and the
reported amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates.

Reclassifications--Certain reclassifications have been made to the accompanying Consolidated Condensed Financial Statements for the three and nine months ended April 30,
2002 to conform to the present period presentation.

Property, Plant and Equipment--Property, plant and equipment is carried at cost net of accumulated depreciation. Routine repairs and maintenance are expensed as incurred.
Expenditures that improve the functionality of the related equipment or extend the useful life are capitalized. When property, plant, and equipment are retired or otherwise
disposed of, the related gain or loss is included in other income. Depreciation is calculated on the straight-line method based on the following useful lives:
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 Estimated Life

        in Years       

  
Land improvements 20
Buildings and terminals 30
Ski lifts 15
Machinery, equipment, furniture and fixtures 1-12
Automobiles and trucks 3-5

Ski trails are depreciated over the remaining life of the respective United States Forest Service permits.

In November 2002, after a review of the useful lives of the Company's assets, management changed the depreciable lives of buildings and terminals to 30 years from 40 years.
The Company believes 30 years to be a more appropriate estimate. The change increased quarterly depreciation expense by approximately $450,000 per quarter.

Stock Compensation Plans--At April 30, 2003, the Company had four stock-based compensation plans. The Company applies Accounting Principles Board ("APB") Opinion
No. 25 and related interpretations in accounting for stock-based compensation to employees. Accordingly, no compensation cost has been recognized for its fixed stock option
plans. Had compensation cost for the Company's four stock-based compensation plans been determined consistent with Statement of Financial Accounting Standard ("SFAS")
No. 123, "Accounting for Stock Based Compensation", the Company's net income and earnings per share would have been reduced to the pro forma amounts indicated below
(in thousands, except per share amounts):

 Three months ended
April 30,

 Nine months ended
April 30,

     2003        2002        2003        2002   

        
Net income, as reported $  35,492  $  47,033  $  27,484  $  42,629
Deduct: Total stock-based employee
compensation expense, net of related tax
effects           510           825          1,607         2,481
 Pro forma net income $   34,982  $  46,208  $    25,877  $   40,148

        
Basic net income per common share        
 As reported $      1.01  $      1.34  $      0.78  $      1.21

 Pro forma 0.99  1.31  0.74  1.14

        
Diluted net income per common share        
 As reported $      1.01  $      1.34  $      0.78  $      1.21

 Pro forma 0.99  1.31  0.74  1.14

New Accounting Pronouncements--In June 2001, the Financial Accounting Standards Board ("FASB") issued SFAS No. 143, "Accounting for Asset Retirement Obligations".
SFAS No. 143 addresses financial accounting and reporting for obligations associated with the retirement of tangible long-lived assets and the associated asset retirement costs.
It applies to legal obligations associated with the retirement of long-lived assets that result from the acquisition, construction, development and/or the normal operation of a
long-lived asset, except for certain obligations of lessees. The Company adopted the provisions of SFAS No. 143 on August 1, 2002. The Company does not currently have
any obligations falling under the scope of SFAS No. 143. Adoption of SFAS No. 143 did not have a significant impact on the Company's financial position or results of
operations.

In August 2001, the FASB issued SFAS No. 144, "Accounting for the Impairment or Disposal of Long-Lived Assets". SFAS No. 144 supersedes SFAS No. 121, "Accounting
for the Impairment of Long-Lived Assets and for Long-Lived Assets to Be Disposed Of", but retains the requirements of SFAS No.121 to (a) recognize an impairment loss
only if the carrying amount of a long-lived asset is not recoverable from its undiscounted cash flows and (b) measure an impairment loss as the difference between the carrying
amount and fair value of the asset. SFAS No. 144 removes goodwill from its scope as the impairment of goodwill is addressed pursuant to SFAS No. 142. The Company
adopted the provisions of SFAS No. 144 on August 1, 2002. Adoption of SFAS No. 144 did not have a significant impact on the Company's financial position or results of
operations.

In April 2002, the FASB issued SFAS No. 145, "Rescission of FASB Statements No. 4, 44, and 64, Amendment of FASB Statement No. 13, and Technical Corrections". This
Statement rescinds SFAS No. 4, "Reporting Gains and Losses from Extinguishment of Debt", SFAS No. 44, "Accounting for Intangible Assets of Motor Carriers" and SFAS
No. 64, "Extinguishments of Debt Made to Satisfy Sinking-Fund Requirements". This statement amends SFAS No. 13, "Accounting for Leases", to eliminate an inconsistency
between the required accounting for sale-leaseback transactions and the required accounting for certain lease modifications that have economic effects that are similar to sale-
leaseback transactions. SFAS No. 145 is generally effective for the Company for fiscal year 2003. Adoption of SFAS No. 145 did not have a significant impact on the
Company's financial position or results of operations.

In May 2002, the Emerging Issues Task Force ("EITF") reached consensus on EITF Issue No. 01-14, "Income Statement Characterization of Reimbursements Received for
"Out-of-Pocket" Expenses Incurred". This issue requires that reimbursements received for out-of-pocket expenses incurred should be characterized as revenue in the income
statement. EITF Issue No. 01-14 should be applied in financial reporting periods beginning after December 15, 2001. The Company adopted the provisions of EITF Issue 01-
14 on August 1, 2002. Adoption of EITF Issue 01-14 did not have a significant impact on the Company's financial position or results of operations.

In July 2002, the FASB issued SFAS No. 146, "Accounting for Costs Associated with Exit or Disposal Activities". This statement requires that a liability for a cost that is
associated with an exit or disposal activity be recognized when the liability is incurred. This statement nullifies the guidance of the EITF Issue No. 94-3, "Liability Recognition
for Certain Employee Termination Benefits and Other Costs to Exit an Activity (including Certain Costs Incurred in Restructuring)". Under EITF No. 94-3, an entity
recognized a liability for an exit cost on the date that the entity committed itself to an exit plan. SFAS No. 146 acknowledges that an entity's commitment to a plan does not, by
itself, create a present obligation to other parties that meets the definition of a liability. SFAS No. 146 also establishes that fair value is the objective for the initial measurement
of the liability. SFAS No. 146 is effective for exit or disposal activities initiated after December 31, 2002. Initial adoption of SFAS No. 146 did not have an impact on the
Company's financial position or results of operations.

In November 2002, the FASB issued FASB Interpretation ("FIN") No. 45, "Guarantor's Accounting and Disclosure Requirements for Guarantees, Including Indirect
Guarantees of Indebtedness of Others", and interpretation of FASB Statements No. 5, 57 and 107 and recission of FASB Interpretation No. 34. This interpretation elaborates on
the disclosures to be made by a guarantor in its interim and annual financial statements about its obligations under certain guarantees that it has issued. It also clarifies that a
guarantor is required to recognize, at inception of a guarantee, a liability for the fair value of the obligation undertaken in issuing the guarantee. The initial recognition and
initial measurement provisions of this interpretation are applicable on a prospective basis to guarantees issued or modified after December 31, 2002. The disclosure
requirements in the interpretation are effective for financial statements of interim or annual periods ending after December 15, 2002. The Company adopted the provi sions of



FIN No. 45 as of January 1, 2003; initial adoption did not have a significant impact on the Company's financial position or results of operations (see Note 7, Commitments and
Contingencies, of the Notes to the Consolidated Condensed Financial Statements).

In December 2002, the FASB issued SFAS No. 148, "Accounting for Stock-Based Compensation - Transition and Disclosure - an Amendment of FASB Statement No. 123".
SFAS No. 148 amends SFAS No. 123, "Accounting for Stock-Based Compensation", by providing alternative methods of transition for an entity that voluntarily changes to the
fair value based method of accounting for stock-based employee compensation. It also amends the disclosure provisions of that statement to require prominent disclosure about
the effects on reported net income of an entity's accounting policy decisions with respect to stock-based employee compensation. Finally, this Statement amends APB Opinion
No. 28, "Interim Financial Reporting", to require disclosure about those effects in interim financial information. SFAS No. 148 is effective for fiscal years ending after
December 15, 2002 for transition guidance and annual disclosure provisions; interim disclosure provisions are effective for interim periods beginning after December 15, 2002
. Initial adoption of SFAS No. 148 did not have a significant impact on the Company's financial position or results of operations.

In January 2003, the FASB issued FIN No. 46, "Consolidation of Variable Interest Entities, an interpretation of ARB 51". This interpretation addresses consolidation by
business enterprises of variable interest entities ("VIEs"). This new model for consolidation applies to an entity in which either (1) the equity investors (if any) do not have a
controlling financial interest or (2) the equity investment at risk is insufficient to finance that entity's activities without receiving additional subordinated financial support from
other parties. The interpretation applies immediately to VIEs created after April 30, 2003 and to VIEs in which the Company obtains an interest after that date. The
interpretation applies in the first fiscal year or interim period beginning after June 15, 2003 to VIEs in which the Company holds a variable interest acquired before February 1,
2003. The Company is currently evaluating the impact the implementation of this interpretation will have on its financial statements (see Note 1 1, Variable Interest Entities, of
the Notes to the Consolidated Condensed Financial Statements).

In May 2003, the FASB issued SFAS No. 150, "Accounting for Certain Financial Instruments with Characteristics of Both Liabilities and Equity". SFAS No. 150 establishes
standards for how an issuer classifies and measures certain financial instruments with characteristics of both liabilities and equity; and requires that financial instruments
within its scope, many of which currently are classified as equity, be classified as liabilities (or in some circumstances assets). SFAS No. 150 is effective for financial
instruments entered into or modified after May 31, 2003, and otherwise is effective at the first interim period beginning after June 15, 2003. SFAS No. 150 is to be
implemented by reporting the cumulative effect of a change in accounting principle for financial instruments created before the issuance of SFAS No. 150 and still existing at
the beginning of the interim period of adoption. The Company is evaluating the impact SFAS No. 150 will have on its financial position or results of operations, if a ny.

3. Net Income Per Common Share

Below is a reconciliation of the numerators (net income) and denominators (weighted-average shares outstanding) used in the calculation of both basic and diluted earnings per
share ("EPS"). Basic EPS excludes dilution and is computed by dividing net income available to common shareholders by the weighted-average shares outstanding. Diluted
EPS reflects the potential dilution that could occur if securities or other contracts to issue common stock were exercised, resulting in the issuance of common shares that would
then share in the earnings of the Company.

 For the three months ended

April 30,
             2003                         2002            

   (as restated)

 (In thousands, except per share amounts)

    Basic     Diluted     Basic     Diluted 
Net income per common share:        
Net income $     35,492  $     35,492  $     47,033  $     47,033
        
Weighted-average shares outstanding 35,188  35,188  35,145  35,145
Effect of dilutive securities                --                  5                 --                43
Total shares       35,188        35,193        35,145        35,188
        
Net income per common share $         1.01  $         1.01  $         1.34  $         1.34

 

The number of shares issuable upon the exercise of common stock options that were excluded from the calculation of diluted net loss per share because the effect of their
inclusion would have been anti-dilutive totaled 2.4 million and 2.1 million for the three months ended April 30, 2003 and 2002, respectively. The shares were anti-dilutive
because their exercise price was greater than the average share price during the respective periods.

 For the nine months ended

April 30,
             2003                         2002            

   (as restated)

 (In thousands, except per share amounts)

    Basic     Diluted     Basic     Diluted 
Net income per common share:        
Income before cumulative effect of change in
accounting principle $     27,484  $     27,484  $     44,337  $     44,337
 Cumulative effect of change in accounting
principle, net of income taxes                --                 --        (1,708)        (1,708)

Net income $     27,484  $     27,484  $     42,629  $     42,629
        
Weighted-average shares outstanding 35,180  35,180  35,138  35,138
Effect of dilutive securities                --                26                 --                42
Total shares       35,180        35,206        35,138        35,180
        
Income before cumulative effect of change in
accounting principle per common share $         0.78  $         0.78  $         1.26  $         1.26
 Cumulative effect of change in accounting
principle, net of income taxes, per common

               --                 --          (0.05)          (0.05)



share
Net income per common share $         0.78  $         0.78  $         1.21  $         1.21

The number of shares issuable upon the exercise of common stock options that were excluded from the calculation of diluted net loss per share because the effect of their
inclusion would have been anti-dilutive totaled 2.2 million and 2.1 million for the nine months ended April 30, 2003 and 2002, respectively. The shares were anti-dilutive
because their exercise price was greater than the average share price during the respective periods.

4. Long-Term Debt

Long-term debt as of April 30, 2003, July 31, 2002 and April 30, 2002 is summarized as follows (in thousands):

   April 30,  July 31,  April 30,
  Maturity (f)      2003         2002         2002    
        
Industrial Development Bonds (a) 2007-2020  $      61,700  $      63,200  $      63,200
Credit Facilities (b) 2004-2005  73,550  154,900  10,350
Senior Subordinated Notes (c) 2009  360,000  360,000  360,000
Discount on Senior Subordinated Notes (c)   (6,337)  (6,892)  (7,069)
Olympus Note (d) 2004  25,000  25,000  25,000
Discount on Olympus Note (d)   (1,136)  (2,521)  (2,965)
Other (e) 2003-2029            7,512            9,099            6,404
   520,289  602,786  454,920
Less: Current Maturities           27,074            4,754            4,259
   $    493,215  $    598,032  $    450,661

 

(a) The Company has outstanding $61.7 million of Industrial Development Bonds (collectively, the "Industrial Development Bonds"). $41.2 million of
the Industrial Development Bonds were issued by Eagle County, Colorado (the "Eagle County Bonds") and mature, subject to prior redemption, on
August 1, 2019. These bonds accrue interest at 6.95% per annum, with interest being payable semi-annually on February 1 and August 1. The
Promissory Note with respect to the Eagle County Bonds between Eagle County and the Company is collateralized by the U.S. Forest Service
Permits for Vail Mountain and Beaver Creek Mountain. In addition, the Company has outstanding two series of refunding bonds (collectively, the
"Summit County Bonds"). The Series 1990 Sports Facilities Refunding Revenue Bonds, issued by Summit County, Colorado, have an aggregate
outstanding principal amount of $19.0 million, maturing in installments in 2006 and 2008. These bonds bear interest at a rate of 7.75% for bonds
maturing in 2006 and 7. 875% for bonds maturing in 2008. The Series 1991 Sports Facilities Refunding Revenue Bonds (the "1991 Bonds"), issued
by Summit County, Colorado, have an aggregate outstanding principal amount of $1.5 million maturing in 2010 and bear interest at 7.375%. The
Company made a principal payment of $1.5 million during the quarter ended October 31, 2002 pursuant to the terms of the 1991 Bonds. The
Promissory Note with respect to the Summit County Bonds between Summit County and the Company is pledged and endorsed to The Bank of New
York as Trustee under the Indenture of Trust. The Promissory Note is also collateralized in accordance with a Guaranty from Ralston Purina
Company (subsequently assumed by The Vail Corporation) to the Trustee for the benefit of the registered owners of the bonds.

  
(b) The Company's credit facilities include a revolving credit facility ("Credit Facility") that provides for debt financing up to an aggregate principal

amount of $421.0 million. The Company's subsidiary, The Vail Corporation, is the borrower under the Credit Facility. The Vail Corporation's
obligations under the Credit Facility are guaranteed by the Company and certain of its subsidiaries and are collateralized by a pledge of all of the
capital stock of The Vail Corporation and substantially all of its subsidiaries. The proceeds of the loans made under the Credit Facility may be used
to fund the Company's working capital needs, capital expenditures and other general corporate purposes, including the issuance of letters of credit.
Borrowings under the Credit Facility, as amended, bear interest annually at the Company's option at the rate of (i) LIBOR (1.32% at April 30, 2003)
plus a margin or (ii) the agent's prime lending rate (4.25% at April 30, 2003) plus a margin. The Company also pays a qua rterly unused commitment
fee. The interest margins fluctuate based upon the ratio of the Company's Funded Debt to the Company's Adjusted EBITDA (as defined in the
underlying Credit Facility). The Credit Facility matures on November 13, 2004. There was $66 million outstanding under the Credit Facility as of
April 30, 2003. The Company's Credit Facility provides for affirmative and negative covenants that restrict, among other things, the Company's
ability to incur indebtedness, dispose of assets, make capital expenditures and make investments. In addition, the agreement includes certain
restrictive financial covenants, the most restrictive of which are the Funded Debt to Adjusted EBITDA ratio, Senior Debt to Adjusted EBITDA
ratio, Minimum Fixed Charge Coverage ratio, Minimum Net Worth and the Interest Coverage ratio (as each ratio is defined in the underlying Credit
Facility). The Company was in compliance with all relevant covenants in its debt instruments as of April 30, 2003. The Company expects it will me
et all applicable quarterly financial tests in its debt instruments in fiscal 2003. However, there can be no assurance that the Company will meet its
financial covenants. If such covenants are not met, the Company would be required to seek a waiver or amendment from the banks participating in
the Credit Facility. While the Company anticipates that it would obtain such waiver or amendment, if any were necessary, there can be no assurance
that such waiver would be granted, which could have a material adverse impact on the liquidity of the Company. In June 2003, the Company entered
into a new four-year $325 million revolving credit facility and a five and a half year $100 million term loan, replacing the existing Credit Facility.
The Company's New Credit Facility is substantially similar to the Company's existing Credit Facility. See Note 15, Subsequent Events, for more
information.

  
 SSI Venture LLC ("SSV"), a fully consolidated retail/rental joint venture in which the company has a 51.9% ownership interest, has a credit facility

("SSV Facility") that provides debt financing up to an aggregate principal amount of $25 million. The SSV Facility consists of (i) a $15 million
Tranche A revolving credit facility and (ii) a $10 million Tranche B term loan facility. The SSV Facility matures on the earlier of December 31,
2003 or the termination date of the Credit Facility discussed above. The Vail Corporation guarantees the SSV Facility. The principal amount
outstanding on the Tranche A revolving loan was $1.8 million as of April 30, 2003. The principal amount outstanding on the Tranche B term loan
was $5.75 million at April 30, 2003. Future minimum payments under the Tranche B term loan facility are $0.25 million and $5.5 million during
fiscal years 2003 and 2004, respectively. The SSV Facility bears interest annually at the rates prescribed above for the Credit Facility. SSV a lso
pays a quarterly unused commitment fee at the same rates as the unused commitment fee for the Credit Facility. In May 2003, SSV entered into a
new credit facility; see Note 15, Subsequent Events, for more information.

  
(c) The Company has outstanding $360 million of Senior Subordinated Notes (collectively, the "Notes"), $200 million of which were issued in May

1999 (the "1999 Notes") and $160 million of which were issued in November 2001 (the "2001 Notes"). The 1999 Notes and 2001 Notes have
substantially similar terms. The 2001 Notes were issued with an original issue discount for federal income tax purposes that yielded gross proceeds
to the Company of approximately $152.6 million. The Notes have a fixed annual interest rate of 8.75%, with interest due semi-annually on May 15
and November 15. The Notes will mature on May 15, 2009 and no principal payments are due to be paid until maturity. The Company has certain
early redemption options under the terms of the Notes. Substantially all of the Company's subsidiaries have guaranteed the Notes (see Note 9). The
Notes are subordinated to certain of the Company's debts, including the Credit Facility, and will be subordinated to certain of the Company's future
debts . The Company's payment obligations under the Notes are jointly and severally guaranteed by all of the Company's consolidated subsidiaries
designated as Guarantors, as defined in the underlying Indenture.

  
(d) In connection with the Company's acquisition of Rancho Mirage in November 2001, the Company entered into a note payable to Olympus Real

Estate Partners (the "Olympus Note"). The Olympus Note has a principal amount of $25 million and matures November 15, 2003. The terms of the
Olympus Note do not provide for interest; therefore, the Company has imputed an interest rate of 8% per annum, which has been recorded as a
discount on the Olympus Note and is being amortized as interest expense over the life of the Olympus Note. The Company intends to refinance the
Olympus Note under the new credit facility in the first quarter of fiscal 2004 (see Note 15, Subsequent Events).

  
(e) Other obligations bear interest at rates ranging from 5.45% to 18.3% and have maturities ranging from fiscal 2003 to 2029.

  
(f) Maturities are based on the Company's July 31 fiscal year end.

Aggregate maturities for debt outstanding as of April 30, 2003 are as follows (in thousands):

Due during the twelve



months ending July 31:   

   
2003  $     1,273
2004  32,514
2005  67,388
2006  543
2007  4,208
Thereafter     414,363

Total debt
 $ 520,289

The Company was in compliance with all of its financial and operating covenants required to be maintained under its debt instruments for all periods presented.

5. Supplementary Balance Sheet Information

The composition of accounts payable and accrued expenses follows (in thousands):

 April 30,  July 31,  April 30,
     2003         2002         2002    
     (as restated)
 (unaudited)    (unaudited)
      
Trade payables $       54,205  $ 55,586  $        53,122
Deferred revenue 16,760  15,158  7,245
Deposits 11,545  15,720  14,515
Accrued salaries, wages and deferred compensation 19,054  16,439  10,725
Accrued benefits 18,314  11,169  16,686
Accrued interest 16,497  8,159  16,093
Property taxes 5,813  6,666  3,154
Liability to complete real estate sold, short term 1,533  3,507  4,907
Other accruals            7,194  7,826              4,422
Total accounts payable and accrued expenses $     150,915  $ 140,230  $      130,869

6. Related Party Transactions

In 1991, the Company loaned Andrew P. Daly, the Company's former President, $300,000, $150,000 of which bears interest at a rate of 9% per annum and the remainder of
which is non-interest bearing. The principal sum plus accrued interest is due October 1, 2003. The proceeds of the loan were used to finance the purchase and improvement of
real property and the loan is collateralized by a deed of trust on such property. In 1995, Mr. Daly's spouse received financial terms more favorable than those available to the
general public in connection with the purchase of a homesite at Bachelor Gulch Village. Rather than payment of an earnest money deposit with the entire balance due in cash at
closing, the contract provided for no earnest money deposit with the entire purchase price (which was below fair market value) to be paid under a promissory note of $438,750.
Mrs. Daly's note was collateralized by a first deed of trust and amortized over 25 years at a rate of 8% per annum interest. Mrs. Daly repaid the note in full on November 4,
2002.

Effective October 31, 2002, Mr. Daly ceased to be an employee of the Company. The Company recorded $1.3 million of compensation expense in its first fiscal quarter of
2003 in relation to Mr. Daly's severance agreement.

In connection with the employment of Blaise Carrig as Chief Operating Officer of Heavenly Valley Limited Partnership ("Heavenly LP"), a wholly owned subsidiary of the
Company, Heavenly LP agreed to invest up to $600,000, but not to exceed 50% of the purchase price, for the purchase of a residence for Mr. Carrig and his family in the
greater Lake Tahoe area. In November 2002, the Company contributed $449,500 toward the purchase price of the residence and thereby obtained a 50% undivided ownership
interest in such residence. Upon the resale of the residence, or within approximately 18 months of the termination of Mr. Carrig's employment with Heavenly LP, whichever is
earlier, Heavenly LP is entitled to receive its proportionate share of the resale price of the residence, less certain deductions.

In February 2003, Marc J. Rowan, a director of the Company and a founding principal of Apollo Advisors, and Michael Gross (also a founding principal of Apollo Advisors),
each purchased a homesite at Bachelor Gulch Village. The purchases occurred pursuant to the September 1999 contracts between the Company and the purchasers, as
previously disclosed in the Company's annual proxy statements since 1999. The purchase price for each site was $378,000 , which the Company believes to be the approximate
fair market value of the sites at the time of the original contracts, less a credit of $132,300 for the actual cost of certain infrastructure costs, such as architectural plans,
necessary to develop the sites. The Company determined the sales price at the time of the contracts based on a formula used by the Company's real estate subsidiary for
establishing the base land price of a cluster home development parcel under contract at the time to a third party developer, and the assumed square footage of the residence
expected to be built on the sites as indicated by Messrs. Rowan and Gross. Also, as previously stated in the Company's proxy statements, the contracts were amended to extend
the original closing dates on each property from January 2001 to January 2003. At the time of the purchases by Messrs. Rowan and Gross in February 2003, the Company
believes that the fair market value of each site was approximately $1.6-$1.7 million, based generally on the Company's familiarity with appreciated values of Bachelor Gulch
real estate.

7. Commitments and Contingencies

Smith Creek Metropolitan District ("SCMD") and Bachelor Gulch Metropolitan District ("BGMD") were organized in November 1994 to cooperate in the financing,
construction and operation of basic public infrastructure serving the Company's Bachelor Gulch Village development. SCMD was organized primarily to own, operate and
maintain water, street, traffic and safety, transportation, fire protection, parks and recreation, television relay and translation, sanitation and certain other facilities and
equipment of BGMD. BGMD collects property tax payments from the property owners within the Bachelor Gulch Village development and a capital improvement fee from
the Company. A portion of those revenues is remitted to SCMD. SCMD is comprised of approximately 150 acres of open space land owned by the Company and members of
the Board of Directors of the SCMD. In two planned unit developments, Eagle County has granted zoning approval for 1,395 dwelling units within Bachelor Gulch Village,
including various single-fam ily homesites, cluster homes and townhomes, and lodging units. As of April 30, 2003, the Company has sold 110 single-family homesites and 22
parcels to developers for the construction of various types of dwelling units. Currently, SCMD has outstanding $27.9 million of variable rate revenue bonds maturing on
October 1, 2035, which have been enhanced with a $29.6 million letter of credit issued against the Company's Credit Facility. The letter of credit was issued by the Company
to facilitate the issuance of the variable rate revenue bonds. This letter of credit expires October 31, 2004. It is anticipated that as the Bachelor Gulch community expands,
BGMD will become self supporting and that within 25 to 30 years will issue general obligation bonds, the proceeds of which will be used to retire the SCMD revenue bonds.
Until that time, the Company has agreed to subsidize the interest payments on the SCMD revenue bonds. The Company has estimated the present value of this aggregate



subsidy to be $15.1 million and $14.8 million at April 30, 2003 and July 31, 2002, respectively, and has recorded the entire amount as a liability, primarily within other long-
term liabilities, in the accompanying financial statements. The total subsidy incurred as of April 30, 2003 and 2002 was $10.9 million and $9.8 million, respectively.

Holland Creek Metropolitan District ("HCMD") and Red Sky Ranch Metropolitan District ("RSRMD") were organized in December 2000 to cooperate in the financing,
construction and operation of basic public infrastructure serving the Company's Red Sky Ranch development. HCMD was organized primarily to own, operate and maintain
water, street, traffic and safety, transportation, fire protection, parks and recreation, television relay and translation, sanitation and certain other facilities and equipment of
RSRMD. RSRMD collects property tax payments from the property owners within the Red Sky Ranch development and a capital improvement fee from the Company. A
portion of those revenues is remitted to HCMD. HCMD is comprised of approximately 150 acres of open space land owned by the Company and members of the Board of
Directors of HCMD. In two planned unit developments, Eagle County has granted zoning approval for 87 dwelling units, two golf courses, and related facilities for the
property within the districts. Sev en of the dwelling units are owned by a third party developer. The Company's current plans call for approximately 53 home sites to be sold
over the next two years, and all 80 units to be constructed over the next eleven years. As of April 30, 2003, the Company has sold 42 of the 53 home sites. Currently, HCMD
has outstanding $12 million of variable rate revenue bonds maturing on June 1, 2041, which have been enhanced with a $12.1 million letter of credit issued against the
Company's Credit Facility. The letter of credit was issued by the Company to facilitate the issuance of the variable rate revenue bonds. This letter of credit expires October 31,
2004. It is anticipated that, as Red Sky Ranch expands, RSRMD will become self supporting and that within 5 to 15 years it will issue general obligation bonds, the proceeds
of which will be used to retire the HCMD revenue bonds. Until that time, the Company has agreed to subsidize the interest payments on the HCMD revenue bonds. The
Company has estimated the prese nt value of the aggregate subsidy to be $1.9 million at April 30, 2003 and July 31, 2002 and has recorded that amount as a liability, primarily
within other long-term liabilities, in the accompanying financial statements. The total subsidy incurred as of April 30, 2003 and 2002 was $639,000 and $199,000, respectively.

The Company has ownership interests in four entities (BC Housing LLC, The Tarnes at BC, LLC, Tenderfoot Seasonal Housing, LLC and Breckenridge Terrace, LLC) which
were formed to construct, own and operate employee housing facilities in exchange for rent payments from tenants in and around Beaver Creek, Keystone and Breckenridge.
The Company's ownership interest in each entity ranges from 26% to 50%. The Company accounts for each of these investments under the equity method. Each entity has
issued interest-only taxable bonds with weekly low-floater rates tied to LIBOR (the "Housing Bonds") in two series, Tranche A and Tranche B. The Housing Bonds do not
have stated maturity dates. The Tranche A Housing Bonds have principal amounts which range from $5.7 million to $15 million ($37.8 million in aggregate), enhanced with
letters of credit issued against the Company's Credit Facility in amounts ranging from $5.8 million to $15.2 million ($38.3 million in aggregate). The letters of credit were
issued by the Com pany to facilitate the housing entities' ability to obtain external financing. Those letters of credit expire October 31, 2004. The Tranche B Housing Bonds
range in principal amount from $1.5 million to $5.9 million ($14.8 million in aggregate) and are collateralized by the assets of the entities. The Company also guarantees debt
service of $13.3 million on the Tranche B Housing Bonds, of which $7.4 million expire May 1, 2004 and $5.9 million expire June 1, 2005. The proceeds of the Housing Bonds
were used to construct the housing facilities. The housing facilities (except Breckenridge Terrace, LLC) are located on land owned by the Company which is leased to each
respective entity. The Company has the right to rent a certain percentage of the units in the housing facilities to provide seasonal housing for its employees. In aggregate, the
Company paid rents of $5.2 million and $4.8 million to the four entities for the nine months ended April 30, 2003 and 2002, respectively.

At April 30, 2003 the Company had various other letters of credit outstanding in the aggregate amount of $10.6 million.

In addition to the guarantees noted above, the Company has entered into contracts in the normal course of business which include certain indemnifications within the scope of
FIN No. 45 under which it may be required to make payments in relation to certain transactions. These indemnities primarily include indemnities to licensees in connection
with the licensees' use of the Company's trademarks and logos, indemnities for liabilities associated with the infringement of other parties' technology based upon the
Company's software products and indemnities related to liabilities associated with the use of easements. The duration of these indemnities generally is indefinite. These
indemnities also generally do not limit the future payments the Company could be obligated to make. The Company has not recorded any liability for these indemnities in the
accompanying financial statements, either because the indemnification existed prior to January 1, 2003 and is therefore not subject to the measurement requirements o f FIN
No. 45, or because the Company has calculated the fair value of the indemnification to be de minimus based upon the current facts and circumstances that would trigger a
payment under the indemnification clause. The Company does, however, accrue for losses for any known contingent liability, including those that may arise from
indemnification provisions, when future payment is probable and measurable.

As noted above, the Company makes certain indemnifications to licensees in connection with the licensees' use of the Company's trademarks and logos. The Company does
not record any product warranty liability with respect to these indemnifications related to licensing the Company's trademarks and logos.

Certain subsidiaries of the Company are defendants in two related lawsuits filed in the United States District Court for the District of Wyoming. The case arises out of a carbon
monoxide accident in a hotel room at the Snake River Lodge and Spa in Teton Village, Wyoming, resulting in the death of a doctor from North Carolina and the alleged injury
to his wife. The accident occurred on August 2, 2001. The Snake River Lodge & Spa is 51% owned by a subsidiary of the Company. One lawsuit is a wrongful death action on
behalf of the estate of the deceased, and the other lawsuit is a personal injury action on the part of his wife.

A First Amended Complaint was filed by the plaintiffs (the wife in the personal injury case, and the wife personally and on behalf of the estate of the deceased in the wrongful
death suit) in both lawsuits in July 2002 naming as defendants JHL&S, LLC d/b/a/ Snake River Lodge & Spa, Teton Hospitality Services, Inc., Grand Teton Lodge Company
and Vail Resorts Development Company, all subsidiaries of the Company. In May 2003, the plaintiffs dismissed the non-Company related defendants that previously had been
named as defendants, a plumbing company in Jackson, Wyoming and a general contractor based in Salt Lake City.

The Complaints allege negligence and strict liability on the part of all and each of the defendants and seek damages, including exemplary and punitive damages, in amounts to
be proven at trial. The Company's subsidiary defendants filed a motion in June 2003 seeking partial summary judgment to dismiss the plaintiffs' claim for punitive damages.
The trials (which may be consolidated) are set to begin in late November 2003. Discovery is underway in the matters, and is scheduled to continue through mid summer 2003.
The Company intends to defend the cases vigorously at trial. The Company anticipates that any damages arising out of the accident paid by the Company, excepting any
amounts attributable to punitive damages, would be covered by insurance carried by the Company. However, the Company cannot predict the outcome of the cases at this time
or consequently whether the outcome may be material to the Company's financial position, results of operations or cash flows of the Company.

The Company is a party to various other lawsuits arising in the ordinary course of business. Management believes the Company has adequate insurance coverage and accrued
loss contingencies for all such matters and that, although the ultimate outcome of such claims cannot be ascertained, current pending and threatened claims are not expected to
have a material adverse impact on the financial position, results of operations and cash flows of the Company.

In February 2003, the SEC informed the Company that it has issued a formal order of investigation with respect to the Company. The inquiry relates to the Company's previous
accounting treatment for recognizing revenue on initiation fees related to the sale of memberships in private member clubs. In October 2002, after voluntary consultation with
the SEC staff on the appropriate accounting, the Company restated and reissued its historical financial statements for fiscal 1999-2001, reflecting a revision in the accounting
for these club initiation fees (see Note 8, Restatements, of the Notes to the Consolidated Condensed Financial Statements). The Company is fully cooperating with the SEC
and expects no changes will be made as a result of this SEC inquiry to the Company's historical financial statements.

The Company has executed as lessee operating leases for the rental of office space, employee residential units and office equipment through fiscal 2008. For the nine months
ended April 30, 2003 and 2002, the Company recorded lease expense related to these agreements of $14.4 million and $13.3 million, respectively, which is included in the
accompanying consolidated statements of operations.

Future minimum lease payments under these leases as of April 30, 2003 are as follows (in thousands):

Due during fiscal years
ending July 31:

 

2003 $        2,099
2004 6,050
2005 5,133
2006 4 781



2006 4,781

2007 3,740
Thereafter       19,389

Total $      41,192

 

8. Restatements

As previously announced, the Company changed its method of revenue recognition for private club membership initiation fees from an immediate-recognition basis to a
deferred basis. The Company is now deferring membership initiation fee revenue over the estimated life of the club facilities, which the Company has estimated to be 30 years.
In addition, as noted in the Company's Form 10-K for the year ended July 31, 2002, the Company recorded a goodwill impairment loss of $1.7 million, net of taxes, in
connection with the adoption of SFAS No. 142, "Goodwill and Other Intangible Assets". The impairment was recorded as a cumulative effect of a change in accounting
principle in the three months ended October 31, 2001.

For a comparison of the originally reported quarterly statement of operations data for the three and nine months ended April 30, 2002 and the restated quarterly statement of
operations data for the same period, refer to the Company's Form 10-K for the year ended July 31, 2002. The restatement created no adjustments to the Consolidated
Condensed Statement of Cash Flows for the nine months ended April 30, 2002 included in this Form 10-Q. The following table presents a comparison of the quarterly
statement of financial position data as reported in the April 30, 2002 Form 10-Q to the Company's current presentation:

Balance Sheet: As of April 30, 2002

 Previously As Percent

 Reported Restated Change
Other current assets $             8,062 $           22,852 183.5%
Property, plant, and equipment, net 778,406 786,681 1.1%
Goodwill, net 135,154 132,399 (2.0%)
Other assets 53,320 47,562 (10.8%)
Total assets 1,352,404 1,356,811 0.3%
Accounts payable and accrued expenses 131,079 130,869 (0.2%)
Total current liabilities 135,338 135,128 (0.2%)
Other long term liabilities 71,515 86,119 20.4%
Deferred income taxes 117,710 117,180 (0.5%)
Additional paid-in-capital 411,630 414,256 0.6%
Deferred compensation -- (1,317) (100.0%)
Retained earnings 138,404 127,638 (7.8%)
Total stockholders' equity 550,385 540,928 (1.7%)
Total liabilities and stockholders' equity $      1,352,404 $      1,356,811 0.3%

    

 

 

9. Guarantor Subsidiaries and Non-Guarantor Subsidiaries

The Company's payment obligations under the 8.75% Senior Subordinated Notes due 2009 (see Note 4), are fully and unconditionally guaranteed on a joint and several, senior
subordinated basis by substantially all of the Company's consolidated subsidiaries (collectively, and excluding Non-Guarantor Subsidiaries (as defined below), the "Guarantor
Subsidiaries") except for Boulder/Beaver LLC, Colter Bay Corporation, Eagle Park Reservoir Company, Forest Ridge Holdings, Inc., Gros Ventre Utility Company, Jackson
Lake Lodge Corporation, Jenny Lake Lodge, Inc., Mountain Thunder, Inc., Timber Trail, Inc., Resort Technology Partners, LLC, RT Partners, Inc., SSV, Vail Associates
Investments, Inc., and VR Holdings, Inc. (together, the "Non-Guarantor Subsidiaries").

Presented below is the consolidated condensed financial information of Vail Resorts, Inc. (the "Parent Company"), the Guarantor Subsidiaries and the Non-Guarantor
Subsidiaries. Financial information for Larkspur Restaurant & Bar, LLC ("Larkspur"), RockResorts and JHL&S, LLC ("JHL&S") are presented separately as the Company
owns less than 100% of these Guarantor Subsidiaries. Financial information for the Non-Guarantor subsidiaries is presented in the column titled "Other Subsidiaries". Balance
sheet data is presented as of April 30, 2003, July 31, 2002, and April 30, 2002. Statement of operations and statement of cash flows data are presented for the nine months
ended April 30, 2003 and 2002.

Investments in subsidiaries are accounted for by the Parent Company and Guarantor Subsidiaries using the equity method of accounting. Net income (loss) of Guarantor and
Non-Guarantor Subsidiaries is, therefore, reflected in the Parent Company's and Guarantor Subsidiaries' investments in and advances to (from) subsidiaries. Net income (loss)
of the Guarantor and Non-Guarantor Subsidiaries is reflected in Guarantor Subsidiaries and Parent Company as equity in consolidated subsidiaries. The elimination entries
eliminate investments in Other Subsidiaries and intercompany balances and transactions for consolidated reporting purposes.

Supplemental Condensed Consolidating Balance Sheet
As of April 30, 2003

(in thousands of dollars)

Parent
Company

100% Owned
Guarantor

Subsidiaries JHL&S RockResorts Larkspur Other Subsidiaries Eliminating Entries Consolidated

Current assets:

Cash and cash equivalents - 18,281 95 - 42 1,956 - 20,374

Receivables, net - 28,296 516 243 69 2,586 - 31,710

Inventories, net - 8,707 74 - 124 21,592 - 30,497

Other current assets 10,434 7,069 108 256 4 1,127 - 18,998

Total current assets 10,434 62,353 793 499 239 27,261 - 101,579

Property, plant and equipment, net - 885,445 29,208 385 736 17,162 - 932,936

Real estate held for sale - 122,065 - 900 - 13,856 - 136,821

Deferred charges and other assets 8,431 28,310 9 - - 907 - 37,657

Goodwill, net - 121,238 1,960 1,655 - 16,467 - 141,320

Other intangibles, net - 68,456 - 9,841 - 2,526 - 80,823
Investments in subsidiaries and advances to (from) parent 888,710 (6,217) (17,630) (745) (234) (16,449) (847,435) -



Total assets 907,575 1,281,650 14,340 12,535 741 61,730 (847,435) 1,431,136

Current liabilities:

Accounts payable and accrued expenses 17,363 117,321 1,496 1,438 165 13,132 - 150,915

Income taxes payable - 209 - - - - - 209

Long-term debt due within one year - 25,074 1,000 - - 1,000 - 27,074

Total current liabilities 17,363 142,604 2,496 1,438 165 14,132 - 178,198

Long-term debt 353,663 133,002 - - - 6,550 - 493,215

Other long-term liabilities 629 94,025 - 115 - - - 94,769

Deferred income taxes - 100,995 - - - 1,643 - 102,638

Put option - RockResorts - 198 - - - - - 198

Minority interest in net assets of consolidated joint ventures - - 5,803 - 100 20,295 - 26,198

Total stockholders' equity 535,920 810,827 6,041 10,981 476 19,110 (847,435) 535,920

Total liabilities and stockholders' equity 907,575 1,281,650 14,340 12,535 741 61,730 (847,435) 1,431,136

 

Supplemental Condensed Consolidating Balance Sheet
As of July 31, 2002

(in thousands of dollars)

Parent
Company

100% Owned
Guarantor

Subsidiaries JHL&S

Rock

Resorts Larkspur
Other

Subsidiaries
Eliminating

Entries Consolidated

Current assets:

Cash and cash equivalents - 23,110 124 - 51 2,680 - 25,965

Receivables 1,138 26,457 881 602 117 2,642 - 31,837

Inventories, net - 11,194 89 - 129 20,914 - 32,326

Other current assets - 18,089 137 - 7 1,055 - 19,288
Total current assets

1,138 78,850 1,231 602 304 27,291 - 109,416

Property, plant and equipment, net - 867,117 30,203 - 852 15,634 - 913,806

Real estate held for sale and investment - 124,301 - 900 - 36,577 - 161,778

Goodwill, net - 119,348 2,077 1,660 - 16,515 - 139,600

Other intangibles, net - 65,504 - 8,957 - 3,525 - 77,986

Deferred charges and other assets 9,450 35,119 - 34 - 521 - 45,124

Investments in subsidiaries and advances to (from) parent 865,717 (190,397) (15,706) - - (37,366) (622,248) -
Total assets

876,305 1,099,842 17,805 12,153 1,156 62,697 (622,248) 1,447,710

Current liabilities:

Accounts payable and accrued expenses 7,728 112,265 1,535 1,852 178 16,672 - 140,230

Income taxes payable 7,934 - - - - - - 7,934

Long-term debt due within one year - 2,854 900 - - 1,000 - 4,754
Total current liabilities

15,662 115,119 2,435 1,852 178 17,672 - 152,918

Long-term debt 353,108 231,898 - - 126 12,900 - 598,032

Other long-term liabilities 267 90,317 - - - - - 90,584

Deferred income taxes - 71,791 - - - 1,643 - 73,434
Minority interest in net assets of consolidated joint
ventures - (115) 7,531 3,231 100 13,158 - 23,905

Put option - RockResorts - 1,569 - - - - 1,569

Total stockholders' equity 507,268 589,263 7,839  7,070 752 17,324 (622,248) 507,268
Total liabilities and stockholders' equity

876,305 1,099,842 17,805 12,153 1,156 62,697 (622,248) 1,447,710

 

Supplemental Condensed Consolidating Balance Sheet
As of April 30, 2002

(in thousands of dollars)

Parent
Company

100% Owned
Guarantor

Subsidiaries JHL&S RockResorts Larkspur Other Subsidiaries Eliminating Entries Consolidated

Current assets:

Cash and cash equivalents - 50,518 270 10 18 2,699 - 53,515

Receivables, net - 30,075 407 - 31 2,659 - 33,172

Inventories, net - 7,224 68 - 102 18,932 - 26,326

Other current assets 2,077 19,752 99 - 4 920 - 22,852

Total current assets 2,077 107,569 844 10 155 25,210 - 135,865



Property, plant and equipment, net - 740,376 29,414 - 870 16,021 - 786,681

Real estate held for sale - 151,631 - 900 - 32,173 - 184,704

Deferred charges and other assets 9,787 37,025 - - - 750 - 47,562

Goodwill, net - 113,047 2,111 535 - 16,706 - 132,399

Other intangibles, net - 55,973 - 10,325 - 3,302 - 69,600

Investments in subsidiaries and advances to (from) parent 897,458 (45,508) (14,509) 4 (4) (32,382) (805,059) -

Total assets 909,322 1,160,113 17,860 11,774 1,021 61,780 (805,059) 1,356,811

Current liabilities:

Accounts payable and accrued expenses 14,934 99,929 1,250 930 128 13,698 - 130,869

Income taxes payable - - - - - - - -

Long-term debt due within one year - 2,359 900 - - 1,000 - 4,259

Total current liabilities 14,934 102,288 2,150 930 128 14,698 - 135,128

Long-term debt 352,931 88,380 - - - 9,350 - 450,661

Other long-term liabilities 527 85,592 - - - - - 86,119

Deferred income taxes - 115,537 - - - 1,643 - 117,180

Put option - RockResorts - - - - - - - -

Minority interest in net assets of consolidated joint ventures - - 7,698 3,231 100 15,766 - 26,795

Total stockholders' equity 540,930 768,316 8,012 7,613 793 20,323 (805,059) 540,928

Total liabilities and stockholders' equity 909,322 1,160,113 17,860 11,774 1,021 61,780 (805,059) 1,356,811

 

 

Supplemental Condensed Consolidating Statement of Operations
For the nine months ended April 30, 2003

(in thousands of dollars)

Parent
Company

Guarantor
Subsidiaries JHL&S RockResorts Larkspur Other Subsidiaries

Eliminating
Entries Consolidated

Total net revenue - 437,433 5,651 3,699 2,305 154,975 25,674 629,737

Total operating expense 11,121 357,526 8,470 4,572 2,584 127,273 25,674 537,220

Income (loss) from operations (11,121) 79,907 (2,819) (873) (279) 27,702 - 92,517

Other income (expense) (25,178) (10,582) (707) - (18) (518) - (37,003)

Equity investment income - 2,270 - - - - - 2,270

Gain (loss) on investments - 1,371 - - - - - 1,371

Minority interest in net income of consolidated joint
ventures -     - 1,728 - - (4,343) - (2,615)

Income (loss) before income taxes (36,299) 72,966 (1,798) (873) (297) 22,841 - 56,540

Benefit (provision) for income taxes 18,654 (54,433) (924) - - 7,647 - (29,056)

Net income (loss) before equity in

income of consolidated subsidiaries (17,645) 18,533 (2,722) (873) (297) 30,488 - 27,484

Equity in income of consolidated

subsidiaries 45,129 26,596 - - - - (71,725) -

Net income (loss) 27,484 45,129 (2,722) (873) (297) 30,488 (71,725) 27,484

 

 

 

 

 

Supplemental Condensed Consolidating Statement of Operations
For the nine months ended April 30, 2002

(in thousands of dollars)

Parent
Company

Guarantor
Subsidiaries JHL&S RockResorts Larkspur Other Subsidiaries

Eliminating
Entries Consolidated

Total net revenue - 369,458 2,751 769 2,342 142,310 15,564 533,194

Total operating expense (6,427) 306,034 4,513 1,184 2,423 112,418 15,564 435,709

Income (loss) from operations 6,427 63,424 (1,762) (415) (80) 29,892 - 97,485

Other income (expense) (20,384) (5,613) (173) - (14) (590) - (26,774)

Equity investment income - 4,181 - - - - - 4,181
Minority interest in net income of consolidated joint - 38 948 - - (4,366) - (3,380)



ventures

Income (loss) before income taxes (13,957) 62,029 (987) (415) (94) 24,936 - 71,512

Benefit (provision) for income taxes 5,304 (40,012) - - - 7,533 - (27,175)

Net income (loss) before equity in

income of consolidated subsidiaries (8,654) 22,018 (987) (415) (94) 32,469 - 44,337

Cumulative effect of change in accounting principle,
net of income taxes - (1,708) - - - - - (1,708)

Equity in income of consolidated

subsidiaries 51,283 30,973 - - - - (82,256) -

Net income (loss) 42,629 51,283 (987) (415) (94) 32,469 (82,256) 42,629

 

 

Supplemental Condensed Consolidating Statement of Cash Flows
For the nine months ended April 30, 2003

(in thousands of dollars)

Parent
Company

100% Owned
Guarantor

Subsidiaries JHL&S RockResorts Larkspur
Other

Subsidiaries
Eliminating

Entries Consolidated

Net cash flows from operating activities 40,081 116,995 (1,265) - (102) 30,109 - 185,819

Cash flows from investing activities:

Capital expenditures - (69,107) (689) - (20) (6,414) - (76,230)

Investments in real estate - (58,176) - - - 22,721 - (35,455)

Other investing activities - (1,926) - - - 7,135 - 5,209

Net cash provided by (used in) investing activities - (129,209) (689) - (20) 23,442 - (106,476)

Cash flows from financing activities:

Proceeds from borrowings under long-term debt - 222,400 - - - (6,350) - 216,050

Payments on long-term debt - (300,139) - - - - - (300,139)

Advances to (from) affiliates (40,258) 60,748 1,925 113 (22,528) -

Other financing activities 177 (671) - - - (351) - (845)

Net cash provided by (used in) financing activities (40,081) (17,662) 1,925 - 113 (29,229) - (84,934)

Net increase (decrease) in cash and cash equivalents - (29,876) (29) - (9) 24,323 - (5,591)

Cash and cash equivalents:

Beginning of period - 23,111 124 - 51 2,679 - 25,965

End of period - (6,765) 95 - 42 27,003 - 20,374

 

 

 

 

Supplemental Condensed Consolidating Statement of Cash Flows
For the nine months ended April 30, 2002

(in thousands of dollars)

Parent
Company

100% Owned
Guarantor

Subsidiaries JHL&S RockResorts Larkspur
Other

Subsidiaries
Eliminating

Entries Consolidated

Net cash flows from operating activities 59,239 72,381 (275) - 111 31,359 - 162,815

Cash flows from investing activities:

Capital expenditures - (36,919) (7,853) - (51) (6,108) - (50,931)

Investments in real estate - (30,488) - - - (18,173) - (48,661)

Cash paid in acquisitions - (74,629) - - - - - (74,629)

Other investing activities - 25,361 - - - (22,988) - 2,373

Net cash used in investing activities - (116,675) (7,853) - (51) (47,269) - (171,848)

Cash flows from financing activities:

Proceeds from borrowings under long-term debt 152,646 429,155 - - - - - 581,801

Payments on long-term debt - (533,832) - - - (5,850) - (539,682)

Advances to (from) affiliates (207,368) 178,266 7,831 - (90) 21,361 - -

Other financing activities (4,517) (3,048) - - - - - (7,565)

Net cash provided by (used in) financing activities (59,239) 70,541 7,831 - (90) 15,511 - 34,554



Net increase (decrease) in cash and cash equivalents - 26,247 (298) - (30) (399) - 25,521

Cash and cash equivalents:

Beginning of period - 24,280 568 - 48 3,098 - 27,994

End of period - 50,527 270 - 18 2,699 - 53,515

 

10. Investments in Affiliates

The Company held the following investments in equity-method affiliates as of April 30, 2003:

Equity Method Investees  Ownership
Interest

Keystone/Intrawest, LLC ("KRED")  50%

Slifer, Smith, and Frampton/Vail Associates Real Estate, LLC ("SSF/VARE")  50%

Breckenridge Terrace, LLC  50%

Avon Partners II, LLC  50%

Tenderfoot Seasonal Housing, LLC  50%

Bachelor Gulch Resort, LLC  49%

Eagle Park Reservoir Company  46%

FFT Investment Partners  45%

The Tarnes at BC, LLC  31%

BC Housing, LLC  26%

Eclipse Television & Sports Marketing, LLC  25%

Condensed financial data for KRED is presented below for the three and nine months ended March 31, 2003 and 2002.

  KRED

  (in thousands)

  (unaudited)

Financial data for the three months ended March 31, 2003:  
 Net revenue $           13,933

 Operating income (192)

 Net income 77

   
Financial data for the three months ended March 31, 2002:  
 Net revenue $            20,912

 Operating income (10,013)

 Net income (10,169)

   
Financial data for the nine months ended March 31, 2003:  
 Net revenue $            16,193

 Operating income (155)

 Net income (417)

   
Financial data for the nine months ended March 31, 2002:  
 Net revenue $           44,506

 Operating income (5,817)

 Net income (6,075)

11. Variable Interest Entities

The Company is currently evaluating its investments (primarily investments in entities accounted for under the equity method) to determine whether these investments meet
the definition of VIEs under FIN No. 46. If the Company determines that these investments are VIEs, it is reasonably possible that the Company would be determined to be the
primary beneficiary as defined in FIN No. 46. If it is determined that the Company is the primary beneficiary of a VIE, the Company would be required to consolidate that
entity.

Two entities are the metropolitan districts discussed in Note 7, Commitments and Contingencies. These entities have total assets of $115.7 and total liabilities of $43.2 million
as of January 31, 2003. The Company's maximum exposure to loss as a result of its involvement with the metropolitan districts is limited to $41.7 million of letters of credit,
which expire October 2004, issued against the Company's Credit Facility backing $39.9 million of variable rate revenue bonds issued by the districts and the Company's
subsidization of the interest payments required related to the debt.

Four entities are the employee housing joint ventures discussed in Note 7. These entities had total assets of $50.3 million as of March 31, 2003. The Company's maximum
exposure to loss as a result of its involvement with the employee housing joint ventures is limited to the Company's initial equity investments of $2,000, the Company's ratable
share of income/loss and $38.8 million of letters of credit, which expire October 2004, issued against the Company's Credit Facility backing $37.8 million of Tranche A
interest-only taxable bonds. The Company also guarantees debt service of $13.3 million on the Tranche B Housing Bonds, of which $7.4 million expire May 1, 2004 and $5.9
million expire June 1, 2005.

One entity is a joint venture that owns commercial space. The Company currently leases substantially all of that space for its corporate headquarters. The entity has total assets
of $4.7 million and no debt as of March 31, 2003. The Company's maximum exposure to loss as a result of its involvement with the entity is limited to the Company's initial
equity investment of $2.5 million and the Company's ratable share of income/loss.



One entity is KRED, which is engaged in real estate development and commercial leasing in and around Keystone. The entity had total assets of $90.2 million and total debt of
$26.5 million as of March 31, 2003. The Company's maximum exposure to loss as a result of its involvement with the entity is limited to its initial equity investment of $22.6
million in land and $1.7 million in cash, the Company's ratable share of income/loss and $1.3 million in short term loans.

One entity is a joint venture involved in the construction and participation in a reservoir to provide for the Company's snowmaking needs. The entity had total assets of $29.9
million and total debt of $7.0 million as of March 31, 2003. The Company's maximum exposure to loss as a result of its involvement with the entity is limited to the
Company's initial equity investment of $3.4 million and the Company's ratable share of income/loss. The Company is joint and severally liable for 38.9% of the entity's debt,
which is recorded in the Company's Consolidated Financial Statements.

One entity is a joint venture involved in the construction and operations of the Ritz-Carlton, Bachelor Gulch. The entity had total assets of approximately $100 million and
total liabilities of approximately $75 million as of March 31, 2003. The Company's maximum exposure to loss as a result of its involvement with the entity is limited to the
Company's initial equity investment of $6.6 million, the Company's ratable share of income/loss and $4.5 million in long term loans.

The Company is currently evaluating the impact that the full implementation of this interpretation will have on its financial statements.

12. Workforce Reduction

In October 2002, the Company announced that, as a counterbalance to the possibility of slower performance in the nationwide leisure travel and lodging market in the coming
year, it had implemented a company-wide cost reduction plan which included, in addition to certain measures designed to improve operational effectiveness, the elimination of
approximately 100 positions (less than 1% of the total employee force). The workforce reduction included the termination of 44 employees effective November 1, 2002, with
the remainder of the reduction achieved through the elimination of vacant positions, and included management and line level staff across all of the Company's lines of
business. Expense associated with the workforce reduction included severance expense of $1.1 million plus an additional $0.1 million in associated burden, which was
included in operating expense and was paid during the Company's quarter ended January 31, 2003.

13. Gain on Put Option

In November 2001, the Company entered into a written put option in conjunction with its purchase of an interest in RockResorts. The minority shareholder in RockResorts has
the option to put to the Company its equity interest in RockResorts at a price based on management fees generated by certain properties under RockResorts management on a
trailing twelve month basis. The put option can be exercised between October 1, 2004 and September 30, 2005. The Company has determined that this put option should be
marked to fair value through earnings, and as such, the Company has recorded a gain of $0.0 million and $1.4 million for the three and nine months ended April 30, 2003,
respectively. The gain on the RockResorts written put option is shown as a separate line item on the Statement of Operations.

14. Acquisitions and Business Combinations

In May 2002, certain of the Company's wholly-owned subsidiaries acquired 100% of the ownership interests of Heavenly Valley, Limited Partnership from subsidiaries of
American Skiing Company. Heavenly Valley, Limited Partnership owns Heavenly Ski Resort ("Heavenly") in the Lake Tahoe area of California and Nevada. Heavenly offers
over 4,800 acres of skiing and operates 29 lifts. The Company purchased Heavenly to expand its portfolio of premier ski resorts and geographically diversify its resort
portfolio. The transaction closed for consideration of $102 million (including $2.7 million of assumed debt), less a cash adjustment of $2.8 million resulting in net
consideration of $99.2 million. The following unaudited pro forma revenue for the three and nine months ended April 30, 2002 assumes the acquisition of Heavenly occurred
on August 1, 2001. The pro forma revenue is not necessarily indicative of the actual revenue that would have been recognized, nor is it necessarily indicative of future revenue.
Pro forma net income and EPS are not presented as the pro forma adjustments are immaterial to the actual net income and EPS of the Company, and, in the opinion of the
Company, would not provide additional meaningful information to the reader.

 Pro-forma data (in thousands) for
 Three months ended  Nine months ended
 April 30, 2002  April 30, 2002
 (unaudited)
Total Revenue $            279,773  $            590,154

15. Subsequent Events

In June 2003, the Company entered into a new credit facility ("New Credit Facility") which provides debt financing up to an aggregate principal amount of $425 million. This
New Credit Facility replaces the existing Credit Facility and consists of (i) a $325 million revolving credit facility and (ii) a $100 million term loan. The Vail Corporation is the
borrower under the New Credit Facility, with Bank of America, N.A. as agent and certain other financial institutions as lenders. The Vail Corporation's obligations under the
New Credit Facility are guaranteed by the Company and certain of its subsidiaries and are collateralized by a pledge of all of the capital stock of The Vail Corporation,
substantially all of its subsidiaries and the Company's interest in SSV. The proceeds of the loans made under the New Credit Facility may be used to fund the Company's
working capital needs, capital expenditures, acquisitions and other general corporate purposes, including the issuance of letters of credit. The revo lver matures June 2007.
Borrowings under the revolver bear interest annually at the Company's option at the rate of (i) LIBOR plus a margin or (ii) the agent's prime lending rate plus a margin. The
revolver also includes a quarterly unused commitment fee. Interest rates on the revolver fluctuate based upon the ratio Company's total Funded Debt to Adjusted EBITDA (as
defined in the New Credit Facility) on a trailing twelve-month basis. The term loan matures December 2008 and bears interest at a rate of LIBOR plus a margin. The term loan
is subject to annual amortization based upon 1% per annum of the original principal amount of the term loan facility. The Company has the option to prepay the term loan at
any time, however such repayments cannot subsequently be re-borrowed under the term loan facility. The New Credit Facility provides for affirmative and negative covenants
that restrict, among other things, the Company's ability to incur indebtedness, dispose of assets, make capital expenditures and make inve stments. In addition, the agreement
includes certain restrictive financial covenants, the most restrictive of which are the Funded Debt to Adjusted EBITDA ratio, Senior Debt to Adjusted EBITDA ratio,
Minimum Fixed Charge Coverage ratio, Minimum Net Worth and the Interest Coverage ratio (as each ratio is defined in the New Credit Facility). The terms of the New Credit
Facility address issues associated with the implementation of FIN No. 46, previously identified in the Company's Form 10-Q filing for the second fiscal quarter of 2003.

In May 2003, SSV entered into a new three-year revolving credit facility ("New SSV Facility"), which provides for debt financing up to an aggregate principal amount of
$32.0 million. The New SSV Facility replaces the existing SSV Facility and consists of (i) a $20.0 million revolving credit facility, (ii) an $8.0 million term loan A and (iii) a
$4.0 million term loan B. Keybank N.A. is agent with certain other financial institutions as lenders. SSV's obligations under the New SSV Facility are secured by substantially
all of SSV's assets. The proceeds of the loans made under the New SSV Facility may be used to fund SSV's working capital needs, capital expenditures, acquisitions and other
general corporate purposes, including the issuance of letters of credit. Borrowings bear interest annually at SSV's option at the rate of (i) LIBOR plus a margin or (ii) the
agent's prime lending rate plus a margin. Interest rates on the borrowings fluctuate based upon the Consolidated Leverage ratio (as defined in the und erlying agreement). The
revolver matures May 2006. The revolver also includes a quarterly unused commitment fee. The term loan A matures May 2006. SSV must make quarterly principle payments
on the term loan A in the amount of $287,715. SSV has the option to prepay the term loan A at any time, however such repayments cannot subsequently be re-borrowed under
the term loan A facility. The term loan B matures May 2006. SSV has the option to prepay the term loan B at any time, however such repayments cannot subsequently be re-
borrowed under the term loan B facility. The term loan B is backed by a $4.2 million letter of credit issued against the Company's Credit Facility. The New SSV Facility
provides for negative covenants that restrict, among other things, SSV's ability to incur indebtedness, dispose of assets, make capital expenditures and make investments. In
addition, the New SSV Facility includes certain restrictive financial covenants, including the Consolidated Leverage ratio, Minimum Fixed Charge Coverage ratio and
Minimum Net Worth (as each ratio is defined in the New SSV Facility).

In May 2003, Heavenly LP sold its retail and rental operations, including substantially all of the related assets and liabilities, to SSV, a fully consolidated 51.8% owned
subsidiary, for approximately $7.7 million.



In June 2003, the Company and GSSI LLC ("GSSI"), the Company's partner in the SSV joint venture, entered into amended and restated operating and management
agreements with respect to SSV. The Company and GSSI formed SSV in August 1998, and GSSI was appointed manager of the entity at that time. The original management
agreement, entered into in August 1998, was scheduled to terminate July 31, 2003. In addition, the original operating agreement had certain put and call rights with respect to
GSSI's ownership interest that would have become exercisable beginning August 1, 2003 or in the event GSSI was removed as manager of SSV. The amended and restated
management agreement retains GSSI as manager of SSV and extends the term of the contract through July 31, 2007. The amended and restated operating agreement primarily
amends the put and call rights such that a) GSSI shall have the right to put up to 20% of its ownership interests in SSV to the Company at any time during the period between
November 1, 2003 and November 10, 2003; b) beginning August 1, 2007 and each year thereafter, each of the Company and GSSI shall have the right to call or put 100% of
GSSI's ownership interest in SSV during certain periods each year; c) GSSI has the right to put to the Company 100% of its ownership interest in SSV at any time after GSSI
has been removed as manager of SSV or an involuntary transfer of the Company's ownership interest in SSV has occurred. The put and call pricing is generally based on the
trailing twelve month EBITDA of SSV, as defined in the operating agreement.

 

 

Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis of the Company's financial condition and results of operations should be read in conjunction with the Company's July 31, 2002 Annual
Report on Form 10-K and the consolidated condensed interim financial statements as of April 30, 2003 and 2002 and for the three and nine months then ended, included in
Part I, Item 1 of this Form 10-Q, which provide additional information regarding the financial position, results of operations and cash flows of the Company. To the extent that
the following Management's Discussion and Analysis contains statements which are not of a historical nature, such statements are forward-looking statements, which involve
risks and uncertainties. These risks include, but are not limited to, changes in the competitive environment of the mountain and lodging industries, general business and
economic conditions, the weather, war, terrorism and other factors discussed elsewhere herein and in the Company's filings with the SEC.

In February 2003, the SEC informed the Company that it has issued a formal order of investigation with respect to the Company. The inquiry relates to the Company's previous
accounting treatment for recognizing revenue on initiation fees related to the sale of memberships in private member clubs. In October 2002, after voluntary consultation with
the SEC staff on the appropriate accounting, the Company restated and reissued its historical financial statements for fiscal 1999-2001, reflecting a revision in the accounting
for these club initiation fees (see Note 8, Restatements, of the Notes to the Consolidated Condensed Financial Statements). The Company is fully cooperating with the SEC
and expects no changes will be made as a result of this SEC inquiry to the Company's historical financial statements.

In October 2002, the Company announced that, as a counterbalance to the possibility of slower performance in the nationwide leisure travel and lodging market in the coming
year, it had implemented a company-wide cost reduction plan which included, in addition to certain measures designed to improve operational effectiveness, the elimination of
approximately 100 positions (less than 1% of the total employee force). The workforce reduction included the termination of 44 employees effective November 1, 2002, with
the remainder of the reduction achieved through the elimination of vacant positions, and included management and line level staff across all of the Company's lines of
business. Expense associated with the workforce reduction included severance expense of $1.1 million plus an additional $0.1 million in associated burden, which was
included in operating expense and also paid out during the quarter ended January 31, 2003.

The Mountain segment's financial performance for the three and nine months ended April 30, 2003 was favorable as compared to the same periods in the prior year. However,
the Heavenly acquisition comprises all of the favorable variation. While skier visits for the season to date were up 21% as compared to the prior year period, the increase is due
primarily to Heavenly. Visitation at all of the Company's resorts saw a moderate decline with increased concern about war with Iraq around the New Year holiday and a
dramatic decline when the war with Iraq began. The commencement of the war with Iraq coincided with what is typically the Company's busiest month, March. However,
Beaver Creek had record skier visits due largely to the newly opened Ritz-Carlton, Bachelor Gulch.

The Lodging segment saw decreased performance for the three and nine months ended April 30, 2003 as compared to the same periods in the prior year, as expected. The
decline in the Lodging segment is due primarily to the war in Iraq, the inclusion of the Company's proportionate share of the pre-opening expenses included in the equity
investment losses related to the Bachelor Gulch, Ritz-Carlton, as well as the continued slump in the US lodging industry. The Company saw a decrease in both occupancy and
average daily rates after the war with Iraq began. The Company has implemented rate-discounting strategies in order to mitigate the decrease in occupancy.

Real estate performed near break even, as expected, for the third fiscal quarter, as sales continued to hold strong in the affluent real estate market. Due to the timing of sales in
fiscal 2003, the majority of sales were recognized in the first fiscal quarter.

In May 2003, Heavenly LP sold its retail and rental operations, including substantially all of the related assets and liabilities, to SSV for approximately $7.7 million.

In June 2003, the Company and GSSI LLC ("GSSI"), the Company's partner in the SSV joint venture, entered into amended and restated operating and management
agreements with respect to SSV. The Company and GSSI formed SSV in August 1998, and GSSI was appointed manager of the entity at that time. The original management
agreement, entered into in August 1998, was scheduled to terminate July 31, 2003.

Management anticipates that the continuing aftermath of the war with Iraq and related uncertainties world-wide, the continued weakness in the U.S. economy and general
softness in the travel and lodging industries will continue to dampen performance for the remainder of fiscal 2003. The Company cannot predict the extent to which the effects
of war with Iraq and the resulting aftermath will soften the Company's near-term financial performance. As an effort to mitigate the impacts of the war with Iraq and the weak
economy, the Company has initiated another extensive cost cutting program for fiscal 2004 which the Company expects to remove at least $25 million from the permanent cost
structure in fiscal 2004. The Company also plans to scale back capital expenditures for calendar 2003 to a range of $80-90 million. The Company expects to be able to realize
these expenditure and expense reductions without adversely affecting guest service levels and the Company's reputation for vacation experience excellence, and without
implementing Company wide layoffs. The statements provided in this section should be read in conjunction with the cautionary statement elsewhere in this document.

Presented below is more detailed comparative data regarding the Company's results of operations for the three and nine months ended April 30, 2003 versus the three and nine
months ended April 30, 2002.

Results of Operations

Three Months Ended April 30, 2003 versus Three Months Ended April 30, 2002 (dollars in thousands)

Mountain operating revenue. Mountain operating revenue for the three months ended April 30, 2003 and 2002 is presented by category as follows:

 Three Months Ended    Percentage
 April 30,  Increase  Increase
     2003         2002     (Decrease)  (Decrease)
   (as restated)     
 (unaudited)     
        
Lift tickets $   105,174  $      95,349  $       9,825  10.3%
Ski school 31,401  28,480  2,921  10.3%
Dining 23,757  21,285  2,472  11.6%
Retail/rental 36 817 33 722 3 095 9 2%



Retail/rental 36,817  33,722  3,095  9.2%

Other        14,561          14,407              154         1.1%
Total mountain operating revenue $   211,710  $    193,243  $     18,467         9.6%

        
Skier visits 3,105  2,599  506  19.5%

        
Effective ticket price ("ETP") $       33.87  $        36.68  $      (2.81)  (7.7%)

Mountain operating revenue for the three months ended April 30, 2003 increased $18.5 million, or 9.6%, as compared to the three months ended April 30, 2002. Of this
increase, $30.0 million is due to the May 2002 Heavenly acquisition. While the Heavenly acquisition increased year-over-year revenue, the Company's Colorado resorts saw a
steep decrease in visitation (particularly with respect to destination guests) related to the war with Iraq, which drove a decrease in revenue across all business lines and ETP.

Mountain operating expense. Mountain operating expense for the three months ended April 30, 2003 was $118.5 million, an increase of $17.0 million, or 16.7%, compared to
the three months ended April 30, 2002. This increase in mountain operating expense reflects the Heavenly acquisition, the high level of fixed costs associated with the
mountain segment, which constrains the Company's ability to decrease expenses in relation to business volumes, and a slight increase in allocated corporate selling, general
and administrative costs ("SG&A") due to increased medical and workers' compensation costs and executive deferred compensation.

Lodging operating revenue. Lodging operating revenue for the three months ended April 30, 2003 was $45.5 million, a decrease of $3.6 million, or 7.3%, compared to the
three months ended April 30, 2002. The Company's average daily rate ("ADR") for the three months ended April 30, 2003 for its owned hotels and condominium management
operations was $224.26, a decrease of $2.33 as compared to the three months ended April 30, 2002. The decrease in revenue and ADR is the result of general softness across
the entire lodging industry due to the poor economy and the war with Iraq.

Lodging operating expense. Lodging operating expense for the three months ended April 30, 2003 was $33.5 million, a decrease of $1.5 million, or 4.3%, compared to the
three months ended April 30, 2002. This decrease is primarily due to the decrease in revenue. However, the Company was unable to achieve cost savings commensurate with
the decrease in revenue due to the Company's commitment to maintain guest service quality regardless of occupancy levels.

Lodging equity investment loss. Lodging equity investment loss was $0.4 million for the quarter ended April 30, 2003, and primarily includes the Company's proportionate
share of income/loss from the hotel operations of the Ritz-Carlton, Bachelor Gulch, which opened in November 2002, through the Company's 49% investment in Bachelor
Gulch Resort, LLC. The equity loss for the quarter includes depreciation expense of $0.9 million and interest expense of $0.8 million for the three months ended April 30,
2003.

Real estate revenue. Revenue from real estate operations for the three months ended April 30, 2003 was $11.9 million, an increase of $7.6 million, or 176.7%, compared to the
three months ended April 30, 2002. This increase is primarily due to the mix of available real estate inventory. The three months ended April 30, 2003 include closings on the
sales of two condominiums, 19 single-family lots and one parcel for development, versus closings on the sales of three single family lots in the same period of fiscal 2002.

Real estate operating expense. Real estate operating expense for the three months ended April 30, 2003 was $11.6 million, an increase of $6.1 million, or 110.9%, compared to
the three months ended April 30, 2002. Real estate operating expense consists primarily of the cost of sales and related real estate commissions associated with sales of real
estate. Real estate operating expense also includes the selling, general and administrative expenses associated with the Company's real estate operations and an allocation of
corporate SG&A. The increase for the three months ending April 30, 2003 as compared to the three months ended April 30, 2002 is commensurate with the increase in real
estate sales noted above.

Real estate equity investment income. Real estate equity investment income was $0.9 million and $0.2 million for the quarters ended April 30, 2003 and 2002, respectively, and
includes both the Company's equity investment in KRED and the portion of the Company's equity investment in Bachelor Gulch Resort, LLC related to the development and
sale of condominiums at the Ritz-Carlton, Bachelor Gulch. Real estate equity income for the three months ended April 30, 2003 includes the sale of 20 condominiums and one
single family lot through KRED. Profits generated by KRED during the quarter ended April 30, 2002 included the sale of 10 condominiums at the River Run development. No
sales of condominiums at the Ritz-Carlton, Bachelor Gulch had closed as of April 30, 2002.

Depreciation and amortization. Depreciation and amortization expense was $20.8 million, an increase of $4.2 million, or 25.3%, for the three months ended April 30, 2003 as
compared to the three months ended January 31, 2002. The increase was primarily attributable to an increased fixed asset base from normal capital expenditures and the
acquisition of Heavenly. The Heavenly acquisition accounts for $2.1 million of the depreciation expense increase.

Interest expense. During the three months ended April 30, 2003 and 2002 the Company recorded interest expense of $12.9 million and $9.6 million, respectively, relating
primarily to the Credit Facility, Industrial Development Bonds and the Notes. The $3.3 million increase is primarily attributable to an increase in the Credit Facility borrowings
due to the fiscal 2002 acquisitions.

Nine Months Ended April 30, 2003 versus Nine Months Ended April 30, 2002 (dollars in thousands)

Mountain operating revenue. Mountain operating revenue for the nine months ended April 30, 2003 and 2002 is presented by category as follows:

 Nine Months Ended    Percentage
 April 30,  Increase  Increase
     2003         2002     (Decrease)  (Decrease)
   (as restated)     
 (unaudited)     
        
Lift tickets $   196,089  $    162,046  $     34,043  21.0%
Ski school 55,367  46,076  9,291  20.2%
Dining 47,413  40,732  6,681  16.4%
Retail/rental 94,443  83,155  11,288  13.6%
Other        42,001          36,611           5,390       14.7%
Total mountain revenue $   435,313  $    368,620  $     66,693       18.1%

        
Skier visits 5,728  4,732  996  21.0%

        
Effective ticket price $       34.24  $        34.25  $       (0.01)  --%

Mountain revenue for the nine months ended April 30, 2003 increased $66.7 million, or 18.1%, as compared to the nine months ended April 30, 2002 primarily due to the
Heavenly acquisition ($59.7 million). Excluding the incremental revenues and skier visits from Heavenly, the Company did achieve some year-over-year growth, driven by a



strong early season, the opening of the new ski school outlet at the Ritz-Carlton, Bachelor Gulch and the opening of Red Sky Ranch. However, as previously noted, the war in
Iraq had a dramatic impact on visitation, which stymied further growth.

Mountain operating expense. Mountain operating expense for the nine months ended April 30, 2003 was $307.7 million, an increase of $58.2 million, or 23.3%, compared to
the nine months ended April 30, 2002. This is commensurate with the increase in mountain revenue for the same period and reflects a slight increase in allocated SG&A.

Lodging revenue. Lodging revenue for the nine months ended April 30, 2003 was $120.6 million, an increase of $10.4 million, or 9.4%, compared to the nine months ended
April 30, 2002; ADR for the Company's owned hotels and condominiums was $195.62 for the nine months ended April 20, 2003, a decrease of $4.44 compared to the nine
months ended April 30, 2002. The increase in revenue is primarily due to the inclusion of the Vail Marriott, the Lodge at Rancho Mirage and RockResorts for the full nine
months ended April 30, 2003, as well as improved revenue at SRL&S due to recently completed renovations, while the decrease in ADR reflects the off-season months of the
fiscal 2002 acquisitions and the Company's strategy to mitigate the drop in occupancy resulting from the war in Iraq by lowering room rates.

Lodging operating expense. Lodging operating expense for the nine months ended April 30, 2003 was $109.5 million, an increase of $14.6 million, or 15.4%, compared to the
nine months ended April 30, 2002. This is due to increased revenue, increased management staffing and administrative costs associated with the formation of the RockResorts
brand, golf membership costs at the Lodge at Rancho Mirage, certain administrative costs at SRL&S and reflects an increase in the allocated corporate SG&A as noted above.

Lodging equity investment loss. The equity investment loss for the nine months ended April 30, 2003 was $3.7 million and primarily represents hotel operations at the Ritz-
Carlton, Bachelor Gulch. The equity loss includes depreciation expense of $1.7 million and interest expense of $2.0 million as of April 30, 2003.

Real estate revenue. Revenue from real estate operations for the nine months ended April 30, 2003 was $73.9 million, an increase of $19.5 million, or 35.8%, compared to the
nine months ended April 30, 2002. This increase is primarily due to closings on the sales of 74 condominiums, 36 single-family lots, one multi-family lot and one development
parcel for the nine months ending April 30, 2003, versus closings on the sales of 39 single-family lots, two multi-family lots and one condominium in the same period of fiscal
2002.

Real estate operating expense. Real estate operating expense for the nine months ended April 30, 2003 was $61.4 million, an increase of $18.1 million, or 41.8%, compared to
the nine months ended April 30, 2002. Real estate operating expense consists primarily of the cost of sales and related real estate commissions associated with sales of real
estate. Real estate operating expense also includes the selling, general and administrative expenses associated with the Company's real estate operations and an allocation of
corporate SG&A. The increase for the nine months ended April 30, 2003 as compared to the nine months ended April 30, 2002 is commensurate with the increase in real estate
sales noted above and the change in the mix of real estate products sold.

Real estate equity investment income. Real estate equity investment income for the nine months ended April 30, 2003 was $4.7 million and includes the sale of 43
condominiums and one lot through KRED and 22 residential condominium sales through the Ritz-Carlton, Bachelor Gulch. Profits generated by KRED during the nine months
ended April 30, 2002 included the sale of 81 condominiums and one single-family homesite. No sales of condominiums at the Ritz-Carlton, Bachelor Gulch had closed as of
April 30, 2002.

Depreciation and amortization. Depreciation and amortization expense was $58.7 million, an increase of $10.7 million, or 22.3%, for the nine months ended April 30, 2003 as
compared to the nine months ended April 30, 2002. The increase was primarily attributable to an increased fixed asset base from normal capital expenditures and the
acquisitions of Heavenly, Rancho Mirage, RockResorts and the Vail Marriott. The fiscal 2002 acquisitions accounted for $7.1 million of the increase in depreciation expense
for the nine months ended April 30, 2003.

Interest expense. During the nine months ended April 30, 2003 and 2002 the Company recorded interest expense of $37.6 million and $27.9 million, respectively, relating
primarily to the Credit Facility, the Industrial Development Bonds and the Notes. The $9.7 million increase is attributable to a full nine months interest on the $160 million
2001 Notes issued in November 2001 and an increase in Credit Facility borrowings due to the fiscal 2002 acquisitions.

 

Liquidity and Capital Resources

The Company has historically provided for operating expenditures, debt service, capital expenditures and acquisitions through a combination of cash flow from operations,
short-term and long-term borrowings and sales of real estate.

Cash flows from the Company's operating activities were $185.8 million for the nine months ended April 30, 2003. Operating cash flows were comprised primarily of net
income of $27.5 million for the period adjusted for non-cash depreciation and amortization expense, non-cash costs related to real estate sales and deferred club revenues.

The Company's cash flows used for investing activities were $106.5 million for the nine months ended April 30, 2003 and have historically consisted of payments for
acquisitions, capital expenditures and investments in real estate. During the nine months ended April 30, 2003 capital expenditures were $76.2 million and investments in real
estate were $35.5 million. The primary projects included in capital expenditures were (i) renovations and refurbishing of the Vail Marriott, (ii) acquisition of the spa at the
Ritz-Carlton, Bachelor Gulch, (iii) continued development of Peak 7 and the installation of Chair 4 at Breckenridge, (iv) upgrades and improvements at Heavenly, including
remodeling the California main lodge, (v) grooming fleet replacements, (vi) Keystone snowmaking upgrades, (vii) upgrades to Keystone's River Run children's ski school
facility and (vii) construction of a deck at Vail's Two Elk lodge. The primary projects included in investments in real estate were (i) continued construction of the R ed Sky
Ranch golf community, (ii) continued construction of the Mountain Thunder Lodge condominium project at Breckenridge, (iii) planning for the Peak 7 development at
Breckenridge, (iv) development of the Vail Lionshead project and (v) planning and development of projects in and around each of the Company's resorts.

The Company estimates that it will make capital expenditures in the mountain and lodging segments of approximately $10 million to $20 million during the remainder of fiscal
2003. The primary projects are anticipated to include (i) upgrades and improvements at Heavenly, including the installation of a high-speed chairlift, (ii) snowmaking
improvements at Keystone, (iii) replacement of Chair 9 at Beaver Creek with a high-speed chairlift, (iv) grooming fleet replacements, (v) mountain uniform replacements, and
(vi) installation of snowmaking at Breckenridge's Peak 7. Investments in real estate during the remainder of fiscal 2003 are expected to total approximately $10 million to $20
million. The primary projects are anticipated to include (i) planning and development for the Vail Front Door project, (ii) continued development of the Red Sky Ranch golf
community, (iii) planning and development involving Beaver Creek's service facilities, (iv) planning and development of projects in and around Breckenridge and Keystone
and (v) planning and development of the community surrounding Jackson Hole Golf & Tennis Club. The Company plans to fund these capital expenditures and investments in
real estate with cash flows from operations and borrowings under the Credit Facility.

The Company continually considers potential acquisitions of additional ski resorts, destination resorts and mid-size luxury lodging properties which can be successfully
integrated into its existing operations, which will enhance the ability to attract destination guests to all of its resorts and which can benefit from the Company's capital
investment and management expertise. The Company historically has funded such acquisitions through debt borrowings and cash flows from operations.

During the nine months ended April 30, 2003, the Company used $84.9 million in its financing activities consisting primarily of $84.1 million in net long-term debt
repayments.

For the nine months ended April 30, 2002, cash flows provided by operating activities were $162.8 million. Cash flows used in investing activities for the same period were
$171.8 million, including capital expenditures of $50.9 million, investments in real estate of $48.7 million and payments for acquisitions of $74.6 million. During the nine
months ended April 30, 2002, the Company generated $34.6 million in cash from its financing activities, consisting primarily of $42.1 million net long-term debt borrowings
offset by $7.6 million paid in deferred financing costs.

In June 2003, the Company entered into a new credit facility ("New Credit Facility") which provides debt financing up to an aggregate principal amount of $425 million. This
New Credit Facility replaces the existing Credit Facility and consists of (i) a $325 million revolving credit facility and (ii) a $100 million term loan. The Vail Corporation is the



borrower under the New Credit Facility, with Bank of America, N.A. as agent and certain other financial institutions as lenders. The Vail Corporation's obligations under the
New Credit Facility are guaranteed by the Company and certain of its subsidiaries and are collateralized by a pledge of all of the capital stock of The Vail Corporation,
substantially all of its subsidiaries and the Company's interest in SSV. The proceeds of the loans made under the New Credit Facility may be used to fund the Company's
working capital needs, capital expenditures, acquisitions and other general corporate purposes, including the issuance of letters of credit. The revolver matures June 2007.
Borrowings under the revolver bear interest annually at the Company's option at the rate of (i) LIBOR plus a margin or (ii) the agent's prime lending rate plus a margin. The
revolver also includes a quarterly unused commitment fee. Interest rates on the revolver fluctuate based upon the ratio Company's total Funded Debt to Adjusted EBITDA (as
defined in the New Credit Facility) on a trailing twelve-month basis. The term loan matures December 2008 and bears interest at a rate of LIBOR plus a margin. The term loan
is subject to annual amortization based upon 1% per annum of the original principal amount of the term loan facility. The Company has the option to prepay the term loan at
any time, however such repayments cannot subsequently be re-borrowed under the term loan facility. The New Credit Facility provides for affirmative and negative covenants
that restrict, among other things, the Company's ability to incur indebtedness, incur liens, dispose of assets and make investments. In additi on, the agreement includes certain
restrictive financial covenants, such as the Funded Debt to Adjusted EBITDA ratio, Senior Debt to Adjusted EBITDA ratio, Minimum Fixed Charge Coverage ratio, Minimum
Net Worth and the Interest Coverage ratio (as each ratio is defined in the New Credit Facility).

The Company was in compliance with all relevant covenants in its debt instruments as of April 30, 2003. The Company expects it will meet all applicable quarterly financial
tests in its debt instruments, including the New Credit Facility, through fiscal 2004. The terms of the New Credit Facility address issues associated with the implementation of
FIN No. 46, previously identified in the Company's Form 10-Q filing for the second fiscal quarter of 2003. There can be no assurance that the Company will meet its financial
covenants. If such covenants are not met, the Company would be required to seek a waiver or amendment from the banks participating in the New Credit Facility. While the
Company anticipates that it would obtain such waiver or amendment, if any were necessary, there can be no assurance that such waiver would be granted, which could have a
material adverse impact on the liquidity of the Company.

Based on current levels of operations and cash availability, management believes the Company is in a position to satisfy its current working capital, debt service, and capital
expenditure requirements for at least the next twelve months, although a significant acquisition could affect the Company's liquidity position without obtaining additional
sources of capital.

Contractual Obligations

As part of its ongoing operations, the Company enters into arrangements that obligate the Company to make future payments under contracts such as lease agreements and
debt agreements. Debt obligations, which total $520.3 million, are currently recognized as liabilities in the Company's Consolidated Condensed Balance Sheet. Operating lease
obligations, which total $41.2 million, are not recognized as liabilities in the Company's Consolidated Condensed Balance Sheet, which is in accordance with generally
accepted accounting principles. A summary of the Company's contractual obligations as of April 30, 2003 is as follows:

 Payments Due by Period (in thousands)

Contractual Obligations Total

Less than

1 year

2-3

years

4 - 5

years

After 5

Years
Long-Term Debt $    520,289 $    1,273 $    99,903 $        4,751 $    414,364
Operating Leases 41,192 2,099 11,183 8,521 19,389
Other Long-Term
Obligations (1)         16,800              --               --                 --                 --
Total Contractual Cash
Obligations $    578,281 $    3,372 $  111,086 $      13,272 $     433,753

      
(1) Other long-term obligations include amounts which become due based on deficits in underlying

cash flows of the various metropolitan districts as described in Note 7, Commitments and
Contingencies, of the Consolidated Condensed Financial Statements. This amount has been
recorded as a liability of the Company; however, the specific time period of performance is
currently unknown.

Off Balance Sheet Arrangements

In addition to the above contractual obligations, as part of its ongoing operations, the Company enters into certain arrangements that obligate the Company to make future
payment only upon the occurrence of a future event that will result in the Company making a cash payment (e.g. guarantee debt of a third party should the third party be unable
to perform). The following commercial obligations are not recognized as liabilities in the Company's Consolidated Condensed Balance Sheet, which is in accordance with
generally accepted accounting principles. A summary of the Company's other commercial commitments, including commitments associated with equity method investments as
of April 30, 2003, is as follows:

 Amount of Commitment Expiration Per Period

(in thousands)

Other Commercial
Commitments

Total Amounts
Committed

Less than

1 year

2-3

years

4 - 5

years

After 5

Years
Letters of Credit $      90,620 $    1,109 $    89,466 $             45 $              --

Guarantees (2)         13,300            --             --               --               --
Total Commercial
Commitments $    103,920 $    1,109 $    89,466 $             45 $              --

      
(2) This amount represents guarantees by a third party related to the Tranche B Housing Bonds as

discussed in Note 7, Commitments and Contingencies, of the Consolidated Condensed Financial
Statements, which, should the third party default, the Company would be required to perform
under these guarantees; however, the specific time period of performance is currently unknown.

New Accounting Pronouncements

In June 2001, the FASB issued SFAS No. 143, "Accounting for Asset Retirement Obligations". SFAS No. 143 addresses financial accounting and reporting for obligations
associated with the retirement of tangible long-lived assets and the associated asset retirement costs. It applies to legal obligations associated with the retirement of long-lived
assets that result from the acquisition, construction, development and/or the normal operation of a long-lived asset, except for certain obligations of lessees. The Company
adopted the provisions of SFAS No. 143 on August 1, 2002. The Company does not currently have any obligations falling under the scope of SFAS No. 143. Adoption of
SFAS No. 143 did not have a significant impact on the Company's financial position or results of operations.



In August 2001, the FASB issued SFAS No. 144, "Accounting for the Impairment or Disposal of Long-Lived Assets". SFAS No. 144 supersedes SFAS No. 121, "Accounting
for the Impairment of Long-Lived Assets and for Long-Lived Assets to Be Disposed Of", but retains the requirements of SFAS No.121 to (a) recognize an impairment loss
only if the carrying amount of a long-lived asset is not recoverable from its undiscounted cash flows and (b) measure an impairment loss as the difference between the carrying
amount and fair value of the asset. SFAS No. 144 removes goodwill from its scope as the impairment of goodwill is addressed pursuant to SFAS No. 142. The Company
adopted the provisions of SFAS No. 144 on August 1, 2002. Adoption of SFAS No. 144 did not have a significant impact on the Company's financial position or results of
operations.

In April 2002, the FASB issued SFAS No. 145, "Rescission of FASB Statements No. 4, 44, and 64, Amendment of FASB Statement No. 13, and Technical Corrections". This
Statement rescinds SFAS No. 4, "Reporting Gains and Losses from Extinguishment of Debt", SFAS No. 44, "Accounting for Intangible Assets of Motor Carriers" and SFAS
No. 64, "Extinguishments of Debt Made to Satisfy Sinking-Fund Requirements". This statement amends SFAS No. 13, "Accounting for Leases", to eliminate an inconsistency
between the required accounting for sale-leaseback transactions and the required accounting for certain lease modifications that have economic effects that are similar to sale-
leaseback transactions. SFAS No. 145 is generally effective for the Company for fiscal year 2003. Adoption of SFAS No. 145 did not have a significant impact on the
Company's financial position or results of operations.

In May 2002, the EITF reached consensus on EITF Issue No. 01-14, "Income Statement Characterization of Reimbursements Received for "Out-of-Pocket" Expenses
Incurred". This issue requires that reimbursements received for out-of-pocket expenses incurred should be characterized as revenue in the income statement. EITF Issue No.
01-14 should be applied in financial reporting periods beginning after December 15, 2001. The Company adopted the provisions of EITF Issue 01-14 on August 1, 2002.
Adoption of EITF Issue 01-14 did not have a significant impact on the Company's financial position or results of operations.

In July 2002, the FASB issued SFAS No. 146, "Accounting for Costs Associated with Exit or Disposal Activities". This statement requires that a liability for a cost that is
associated with an exit or disposal activity be recognized when the liability is incurred. This statement nullifies the guidance of the EITF Issue No. 94-3, "Liability Recognition
for Certain Employee Termination Benefits and Other Costs to Exit an Activity (including Certain Costs Incurred in Restructuring)". Under EITF No. 94-3, an entity
recognized a liability for an exit cost on the date that the entity committed itself to an exit plan. SFAS No. 146 acknowledges that an entity's commitment to a plan does not, by
itself, create a present obligation to other parties that meets the definition of a liability. SFAS No. 146 also establishes that fair value is the objective for the initial measurement
of the liability. SFAS No. 146 is effective for exit or disposal activities initiated after December 31, 2002. Initial adoption of SFAS No. 146 did not have an impact on the
Company's financial position or results of operations.

In November 2002, the FASB issued FIN No. 45, "Guarantor's Accounting and Disclosure Requirements for Guarantees, Including Indirect Guarantees of Indebtedness of
Others". This interpretation elaborates on the disclosures to be made by a guarantor in its interim and annual financial statements about its obligations under certain guarantees
that it has issued. It also clarifies that a guarantor is required to recognize, at inception of a guarantee, a liability for the fair value of the obligation undertaken in issuing the
guarantee. The initial recognition and initial measurement provisions of this Interpretation are applicable on a prospective basis to guarantees issued or modified after
December 31, 2002. The disclosure requirements in the interpretation are effective for financial statements of interim or annual periods ending after December 15, 2002. The
Company adopted the provisions of FIN No. 45 as of January 1, 2003; initial adoption did not have a significant impact on the Company's financial posi tion or results of
operations (see Note 7, Commitments and Contingencies, of the Notes to the Consolidated Condensed Financial Statements).

In December 2002, the FASB issued SFAS No. 148, "Accounting for Stock-Based Compensation - Transition and Disclosure - an Amendment of FASB Statement No. 123".
SFAS No. 148 amends SFAS No. 123, "Accounting for Stock-Based Compensation", by providing alternative methods of transition for an entity that voluntarily changes to the
fair value based method of accounting for stock-based employee compensation. It also amends the disclosure provisions of that statement to require prominent disclosure about
the effects on reported net income of an entity's accounting policy decisions with respect to stock-based employee compensation. Finally, this Statement amends APB Opinion
No. 28, "Interim Financial Reporting", to require disclosure about those effects in interim financial information. SFAS No. 148 is effective for fiscal years ending after
December 15, 2002 for transition guidance and annual disclosure provisions; interim disclosure provisions are effective for interim periods beginning after December 15, 2002
. Initial adoption of SFAS No. 148 did not have a significant impact on the Company's financial position or results of operations.

In January 2003, the FASB issued FIN No. 46, "Consolidation of Variable Interest Entities, an interpretation of ARB 51". This interpretation addresses consolidation by
business enterprises of variable interest entities ("VIEs"). This new model for consolidation applies to an entity which either (1) the equity investors (if any) do not have a
controlling financial interest or (2) the equity investment at risk is insufficient to finance that entity's activities without receiving additional subordinated financial support from
other parties. The interpretation applies immediately to VIEs created after April 30, 2003, and to VIEs in which the Company obtains an interest after that date. The
interpretation applies in the first fiscal year or interim period beginning after June 15, 2003 to VIEs in which the Company holds a variable interest acquired before February 1,
2003. The Company is currently evaluating the impact that the implementation of this interpretation will have on its financial statements (see Not e 11, Variable Interest
Entities, of the Notes to the Consolidated Condensed Financial Statements).

In May 2003, the FASB issued SFAS No. 150, "Accounting for Certain Financial Instruments with Characteristics of Both Liabilities and Equity". SFAS No. 150 establishes
standards for how an issuer classifies and measures certain financial instruments with characteristics of both liabilities and equity; and requires that financial instruments
within its scope, many of which currently are classified as equity, be classified as liabilities (or in some circumstances assets). SFAS No. 150 is effective for financial
instruments entered into or modified after May 31, 2003, and otherwise is effective at the first interim period beginning after June 15, 2003. SFAS No. 150 is to be
implemented by reporting the cumulative effect of a change in accounting principle for financial instruments created before the issuance of SFAS No. 150 and still existing at
the beginning of the interim period of adoption. The Company is evaluating the impact SFAS No. 150 will have on its financial position or results of operations, if a ny.

Cautionary Statement

Statements in this Form 10-Q, other than statements of historical information, are forward-looking statements that are made pursuant to the safe harbor provisions of the
Private Securities Litigation Reform Act of 1995. You can identify these statements by forward-looking words such as "may", "will", "expect", "plan", "intend", "anticipate",
"believe", "estimate", and "continue" or similar words. Such forward-looking statements are subject to certain risks and uncertainties that could cause actual results to differ
materially from those projected. Readers are cautioned not to place undue reliance on these forward-looking statements, which speak only as of the date hereof. Such risks and
uncertainties include, but are not limited to:

general business and economic conditions;
failure to achieve the anticipated cost savings and anticipated operational efficiency, or conversely adverse consequences from cost reductions;
competitive factors in the ski and resort industries;
failure to successfully integrate acquisitions;
uncertainties and issues related to the restatement of earnings, including the change in accounting for the revenue recognition of club membership fees or the SEC
investigation of the same;
the impact of the September 11, 2001 terrorist attacks or additional terrorist attacks on the travel industry and the Company;
uncertainties and impacts of the threat of war or actual war;
continued or worsening economic slowdown;
the impacts of SARS or similar unforeseen global events on the travel industry and the Company;
expenses or adverse consequences arising from current or potential litigation against the Company;
implications arising from the implementation of FIN No. 46, SFAS No. 150 and any other such new FASB/governmental legislation, rulings or interpretations; and
the weather.

Readers are also referred to the uncertainties and risks identified in the Company's Registration Statement on Form S-4 for its Senior Subordinated exchange notes
(Commission File No. 333-80621) and the Annual Report on Form 10-K for the year ended July 31, 2002.

Item 3. Quantitative and Qualitative Disclosures About Market Risk



Interest Rate Risk. The Company's exposure to market risk is limited primarily to the fluctuating interest rates associated with variable rate indebtedness. At April 30, 2003, the
Company had $73.6 million of variable rate indebtedness, representing 14.1% of the Company's total debt outstanding, at an average interest rate during the three and nine
months ended April 30, 2003 of 3.9% and 3.8%, respectively (see Note 4, Long-Term Debt, of the Notes to Consolidated Condensed Financial Statements). Based on the
average floating rate borrowings outstanding during the three months ended April 30, 2003, a 100 basis-point change in LIBOR would have caused the Company's monthly
interest expense to change by approximately $133,000.

Item 4. Controls and Procedures

Evaluation of disclosure controls and procedures. The Company's Chief Executive Officer ("CEO") and Chief Financial Officer ("CFO") have evaluated the effectiveness of
the Company's disclosure controls and procedures as of a date ("Evaluation Date") within 90 days prior to the filing of this Form 10-Q. The term "disclosure controls and
procedures" means controls and other procedures established by the Company that are designed to ensure that information required to be disclosed by the Company in the
reports that it files or submits under the Securities Exchange Act of 1934 (the "Act") is recorded, processed, summarized and reported, within the time periods specified in the
SEC's rules and forms. Disclosure controls and procedures include, without limitation, controls and procedures designed to ensure that information required to be disclosed by
the Company in the reports that it files or submits under the Act is accumulated and communicated to the Company's management, including its CEO and CFO , as
appropriate, to allow timely decisions regarding required disclosure. Based on such evaluation, the Company's CEO and CFO have concluded that, as of the Evaluation Date,
the Company's disclosure controls and procedures are effective, subject to the limitations discussed below, in meeting the above-stated objectives.

Changes in internal controls. There were no significant changes in the Company's internal controls or in other factors that could significantly affect these controls subsequent
to the Evaluation Date.

The Company, including its CEO and CFO, does not expect that the Company's disclosure and internal controls and procedures will prevent or detect all error and all fraud. A
control system, no matter how well conceived or operated, can provide only reasonable, not absolute, assurance that the objectives of the control system are met.

PART II  OTHER INFORMATION

Item 1.  Legal Proceedings.

In February 2003, the SEC informed the Company that it has issued a formal order of investigation with respect to the Company. The inquiry relates to the Company's previous
accounting treatment for recognizing revenue on initiation fees related to the sale of memberships in private member clubs. In October 2002, after voluntary consultation with
the SEC staff on the appropriate accounting, the Company restated and reissued its historical financial statements for fiscal 1999-2001, reflecting a revision in the accounting
for these club initiation fees (see Note 8, Restatements, of the Notes to the Consolidated Condensed Financial Statements). The Company is fully cooperating with the SEC
and expects no changes will be made as a result of this SEC inquiry to the Company's historical financial statements.

Certain subsidiaries of the Company are defendants in two related lawsuits filed in the United States District Court for the District of Wyoming. The case arises out of a carbon
monoxide accident in a hotel room at the Snake River Lodge and Spa in Teton Village, Wyoming, resulting in the death of a doctor from North Carolina and the alleged injury
to his wife. The accident occurred on August 2, 2001. The Snake River Lodge & Spa is 51% owned by a subsidiary of the Company. One lawsuit is a wrongful death action on
behalf of the estate of the deceased, and the other lawsuit is a personal injury action on the part of his wife.

A First Amended Complaint was filed by the plaintiffs (the wife in the personal injury case, and the wife personally and on behalf of the estate of the deceased in the wrongful
death suit) in both lawsuits in July 2002 naming as defendants JHL&S, LLC d/b/a/ Snake River Lodge & Spa, Teton Hospitality Services, Inc., Grand Teton Lodge Company
and Vail Resorts Development Company, all subsidiaries of the Company. In May 2003, the plaintiffs dismissed the non-Company related defendants that previously had been
named as defendants, a plumbing company in Jackson, Wyoming and a general contractor based in Salt Lake City.

The Complaints allege negligence and strict liability on the part of all and each of the defendants and seek damages, including exemplary and punitive damages, in amounts to
be proven at trial. The Company's subsidiary defendants filed a motion in June 2003 seeking partial summary judgment to dismiss the plaintiffs' claim for punitive damages.
The trials (which may be consolidated) are set to begin in late November 2003. Discovery is underway in the matters, and is scheduled to continue through mid summer 2003.
The Company intends to defend the cases vigorously at trial. The Company anticipates that any damages arising out of the accident paid by the Company, excepting any
amounts attributable to punitive damages, would be covered by insurance carried by the Company. However, the Company cannot predict the outcome of the cases at this time
or consequently whether the outcome may be material to the Company's financial position, or results of operations or cash flows.

Item 2.  Changes in Securities and Use of Proceeds.

None.

Item 3.  Defaults Upon Senior Securities.

None.

Item 4.  Submission of Matters to a Vote of Security Holders.

None.

Item 5.  Other Information.

Temporary Suspension of Trading Under Registrant's Employee Benefit Plans.

In April 2003, the Company began a transition to a new third party administrator for its 401(k) retirement plan. The change caused a temporary suspension of the trading under
the Company's Employee Benefits Plans. The Company sent the following notice on March 19, 2003 to its executive officers and directors pursuant to Rule 104(b)(2) of
Regulation BTR:

NOTICE OF TRADING RESTRICTION ON VAIL RESORTS, INC. COMMON STOCK UNDER THE SARBANES-OXLEY ACT OF 2002

(March 19, 2003)

This Notice is provided to you pursuant to Section 306(a)(6) of the Sarbanes-Oxley Act of 2002. Under the Sarbanes-Oxley Act, it is unlawful for any director or executive
officer of Vail Resorts, Inc., Vail Associates, Inc. or their affiliates to buy, sell, or otherwise acquire or transfer any Vail Resorts, Inc. common stock ("Vail Stock"), whether
directly or indirectly, during a "blackout period" which suspends the ability of participants in the Vail Resorts 401(k) Retirement Plan (the "Plan") to made trades with respect
to the Vail Resorts Common Stock Fund (the "Vail Stock Fund"). This prohibition applies to any Vail Stock that you now have or may receive in connection with your service
or employment as a director or executive officer, whether or not as a participant in the Plan.

Please be on notice that a "blackout period" is going into effect during which you are prohibited by law from making the transactions in Vail Stock described above.

Duration of the Blackout Period

The blackout period will begin on April 16, 2003 and is expected to end sometime during the week of June 8, 2003. During the week of June 8, 2003, you may obtain, free of
charge, information as to whether the blackout period has ended by contacting T. Rowe Price Retirement Plan Services at 1-800-922-9945.



Reason for the Blackout Period

This blackout period is necessary because the Plan is switching to a new recordkeeper/trustee. Because participants' accounts in the Plan must be reconciled and the assets
transferred to the new recordkeeper/trustee in order to effect this change, the ability of Plan participants to direct any of their Plan investments, including any investments they
may have in the Vail Stock Fund, must be temporarily suspended.

Plan Transactions to be Suspended During the Blackout Period

Except with respect to the Vail Stock Fund, Plan participants will be prohibited from directing any investment of their accounts for the entire duration of the blackout period
(April 16, 2003 through sometime during the week of June 8, 2003). For all Plan participants other than those receiving this Notice, a one-time only opportunity to sell up to
75% of their interests in the Vail Stock Fund will be available during the blackout period (the proceeds from which must be used to purchase interests in the Plan's money
market fund), except from April 23, 2003 through May 1, 2003. From April 23, 2003 through May 1, 2003, all trading of Plan investments will be suspended, including trades
with respect to the Vail Stock Fund. As a recipient of this Notice, you are not permitted to take advantage of the onetime offer to sell up to 75% of your interest in the Vail
Stock Fund during the blackout period because you are a director or executive officer subject to the prohibitions of the Sarbanes-Oxley Act.

Class of Equity Security Subject to the Blackout Period

The class of equity securities issued by Vail Resorts, Inc. subject to the blackout period is the $0.01 par value common stock of Vail Resorts, Inc.

Who To Contact If You Have Questions

If you have questions about the blackout period or this Notice, please contact:

Kendall Lanier, Benefits Manager

Vail Resorts

P. O. Box 7

Vail, Colorado 81658

(970) 845-2438

 

Extension of Temporary Suspension of Trading Under Registrant's Employee Benefit Plans.

To accommodate the transition to a new third party administrator for the Company's 401(k) retirement plan, the Company has extended the temporary suspension of trading
under the Company's Employee Benefits Plans. The Company plans to send notice to its executive officers and directors pursuant to Rule 104(b)(2) of Regulation BTR as soon
as practicable. The notice will take the same form, or substantially the same form as the following:

Important Notice Concerning Your Rights Under the Vail Resorts 401(k) Retirement Plan

June 13, 2003

In mid-March you received a notice indicating the length of the blackout involved with the transition of your Vail Resorts Plan to T. Rowe Price. Due to circumstances beyond
our control, the reconciliation of the conversion has been delayed and is expected to be complete the week of June 23rd. You will receive notification once the blackout has
been lifted and you again have access to your account that has converted from Ceridian.

If you have any questions concerning this notice, you should contact:

Kendall Lanier

Vail Resorts

Attn: Benefits

PO Box 7

Vail, CO 81658

970-845-2438

 

 

Item 6.  Exhibits and Reports on Form 8-K.

a) The following exhibits are either filed herewith or, if so indicated, incorporated by reference to the documents
indicated in parentheses, which have previously been filed with the Securities and Exchange Commission.

Exhibit
Number Description

Sequentially
Numbered

Page
3.1 Amended and Restated Certificate of Incorporation filed with the Secretary of State

of the State of Delaware on the Effective Date. (Incorporated by reference to Exhibit
3.1 of the Registration Statement on Form S-4 of Gillett Holdings, Inc. (Registration
No 333-05341) including all amendments thereto.)

 

3.2(a) Amended and Restated By-Laws adopted on the Effective Date. (Incorporated by
reference to Exhibit 3.2 on Form 10-Q of Vail Resorts, Inc. for the quarter ended
January 31, 2002, including all amendments thereto.)

 

3.2(b) Amended and Restated By-Laws adopted on the Effective Date. (Incorporated by
reference to Exhibit 3.2(b) on Form 10-Q of Vail Resorts, Inc. for the quarter ended
October 31, 2002)

 

4.2(a) Purchase Agreement, dated as of May 6, 1999 among Vail Resorts, Inc., the
guarantors named on Schedule I thereto, Bear Sterns & Co. Inc., NationsBanc

 



Montgomery Securities LLC, BT Alex. Brown Incorporated, Lehman Brothers Inc.
and Salomon Smith Barney Inc. (Incorporated by reference to Exhibit 4.2 of the
Registration Statement on Form S-4 of Vail Resorts, Inc. (Registration No. 333-
80621) including all amendments thereto.)

4.2(b) Purchase Agreement, dated as of November 16, 2001 among Vail Resorts, Inc., the
guarantors named on Schedule I thereto, Deutsche Banc Alex. Brown Inc., Banc of
America Securities LLC, Bear, Stearns & Co. Inc., CIBC World Markets Corp. and
Fleet Securities, Inc. (Incorporated by reference to Exhibit 4.1 of the Registration
Statement on Form S-4 of Vail Resorts, Inc. (Registration No. 333-76956-01)
including all amendments thereto.)

 

4.3(a) Indenture, dated as of May 11, 1999, among Vail Resorts, Inc., the guarantors named
therein and the United States Trust Company of New York, as trustee. (Incorporated
by reference to Exhibit 4.3 of the Registration Statement on Form S-4 of Vail Resorts,
Inc. (Registration No. 333-80621) including all amendments thereto.)

 

4.3(b) Indenture, dated as of November 21, 2001, among Vail Resorts, Inc., the guarantors
named therein and The Bank of New York, as trustee. (Incorporated by reference to
Exhibit 4.2 of the Registration Statement on Form S-4 of Vail Resorts, Inc.
(Registration No. 333-76956-01) including all amendments thereto.)

 

4.4(a) Form of Global Note (Included in Exhibit 4.4(a) incorporated by reference to Exhibit
4.3 of the Registration Statement on Form S-4 of Vail Resorts, Inc. (Registration No.
333-80621) including all amendments thereto.)

 

4.4(b) Form of Global Note (Included in Exhibit 4.4(b) by reference to Exhibit 4.2 of the
Registration Statement on Form S-4 of Vail Resorts, Inc. (Registration No. 333-
76956-01) including all amendments thereto.)

 

4.5(a) Registration Rights Agreement, dated as of May 11, 1999 among Vail Resorts, Inc.,
the guarantors signatory thereto, Bear Stearns & Co. Inc., NationsBanc Montgomery
Securities LLC, BT Alex. Brown Incorporated, Lehman Brothers Inc. and Salomon
Smith Barney Inc. (Incorporated by reference to Exhibit 4.5 of the Registration
Statement on Form S-4 of Vail Resorts, Inc. (Registration No. 333-80621) including
all amendments thereto.)

 

4.5(b) Registration Rights Agreement dated as of November 21, 2001 among Vail Resorts,
Inc., the guarantors signatory thereto, Deutsche Banc Alex. Brown Inc., Banc of
America Securities LLC, Bear Stearns & Co. Inc., CIBC World Markets Corp. and
Fleet Securities, Inc. (Incorporated by reference to Exhibit 4.5 of the Registration
Statement on Form S-4 of Vail Resorts, Inc. (Registration No. 333-76956-01)
including all amendments thereto.)

 

4.6(a) First Supplemental Indenture, dated as of August 22, 1999, among the Company, the
guarantors named therein and the United States Trust Company of New York, as
trustee. (Incorporated by reference to Exhibit 4.6(a) of the Registration Statement on
Form S-4 of Vail Resorts, Inc. (Registration No. 333-80621) including all
amendments thereto.)

 

4.6(b) Second Supplemental Indenture, dated as of November 16, 2001 to the Indenture
dated May 11, 1999, among Vail Resorts, Inc., the guarantors therein and The Bank
of New York, as successor trustee to United States Trust Company of New York.
(Incorporated by reference to Exhibit 4.6(b) on Form 10-Q of Vail Resorts, Inc. for
the quarter ended January 31, 2002, including all amendments thereto.)

 

4.6(c) Third Supplemental Indenture, dated as of January 16, 2001, to the Indenture dated
May 11, 1999, among Vail Resorts, Inc., the guarantors therein and the Bank of New
York, as successor trustee to the United States Trust Company of New York.
(Incorporated by reference to Exhibit 4.6(c) on Form 10-Q of Vail Resorts, Inc. for
the quarter ended January 31, 2002, including all amendments thereto.)

 

4.6(d) First Supplemental Indenture, dated as of January 16, 2001, to the Indenture dated
November 21, 2001, among Vail Resorts Inc., the guarantors therein and The Bank of
New York, as trustee. (Incorporated by reference to Exhibit 4.3 of the registration
statement on Form S-4 of Gillett Holdings, Inc. (Registration No. 33-52854)
including all amendments thereto.)

 

4.6(e) Fourth Supplemental Indenture, dated as of October 18, 2002, to the Indenture dated
May 11, 1999, among Vail Resorts, Inc., the guarantors therein and the Bank of New
York, as successor trustee to the United States Trust Company of New York.
(Incorporated by reference to Exhibit 4.6(e) on Form 10-Q of Vail Resorts, Inc. for
the quarter ended October 31, 2002.)

 

4.6(f) Second Supplemental Indenture, dates as of October 18, 2002, to the Indenture dated
November 21, 2001, among Vail Resorts Inc., the guarantors therein and the Bank of
New York, as trustee. (Incorporated by reference to Exhibit 4.6(f) on Form 10-Q of
Vail Resorts, Inc. for the quarter ended October 31, 2002.)

 

10.1 Management Agreement by and between Beaver Creek Resort Company of Colorado
and Vail Associates, Inc. (Incorporated by reference to Exhibit 10.1 of the
Registration Statement on Form S-4 of Gillett Holdings, Inc. (Registration No. 33-
52854) including all amendments thereto.)

 

10.2 Forest Service Term Special Use Permit for Beaver Creek ski area. (Incorporated by
reference to Exhibit 10.2 of the Registration Statement on Form S-4 of Gillett
Holdings, Inc. (Registration No. 33-52854) including all amendments thereto.)

 

10.3 Forest Service Special Use Permit for Beaver Creek ski area. (Incorporated by
reference to Exhibit 10.3 of the Registration Statement on Form S-4 of Gillett
Holdings, Inc. (Registration No. 33-52854) including all amendments thereto.)

 

10.4 Forest Service Unified Permit for Vail ski area. (Incorporated by reference to Exhibit
10.4 of the Registration Statement on Form S-4 of Gillett Holdings, Inc. (Registration
No. 33-52854) including all amendments thereto.)

 

10.11 1993 Stock Option Plan of Gillett Holdings, Inc. (Incorporated by reference to
Exhibit 10.20 of the report on Form 10-K of Gillett Holdings, Inc. for the period from

 



October 9, 1992 through September 30, 1993.)
10.12(a) Employment Agreement dated October 30, 2001 by and between RockResorts

International, LLC and Edward Mace. (Incorporated by reference to Exhibit 10.21 of
the report on Form 10-K of Vail Resorts, Inc. for the year ended July 31, 2002.)

 

10.12(b) Addendum to the Employment Agreement dated October 30, 2001 by and between
RockResorts International, LLC and Edward Mace. (Incorporated by reference to
Exhibit 10.21 of the report on Form 10-K of Vail Resorts, Inc. for the year ended July
31, 2002.)

 

10.13(a) Employment Agreement dated October 1, 2000 by and between Vail Resorts, Inc.,
Vail Associates, Inc. and Andrew P. Daly. (Incorporated by reference to Exhibit 10.13
of the report on Form 10-K of Vail Resorts, Inc. for the year ended July 31, 2001.)

 

10.13(b) Separation Agreement dated October 31, 2002 by and between Vail Resorts, Inc., Vail
Associates, Inc. and Andrew P. Daly. (Incorporated by reference to Exhibit 10.13(b)
on Form 10-Q of Vail Resorts, Inc. for the quarter ended October 31, 2002.)

 

10.14(a) Employment Agreement dated July 29, 1996 between Vail Resorts, Inc. and Adam
M. Aron. (Incorporated by reference to Exhibit 10.21 of the report on Form S-2/A of
Vail Resorts, Inc. (Registration # 333-5341) including all amendments thereto.)

 

10.14(b) Amendment to the Employment Agreement dated May 1, 2001 between Vail Resorts,
Inc. and Adam M. Aron. (Incorporated by reference to Exhibit 10.14(b) of the report
on form 10-K of Vail Resorts, Inc. for the year ended July 31, 2001.)

 

10.15(a) Shareholder Agreement among Vail Resorts, Inc., Ralston Foods, Inc., and Apollo
Ski Partners, L.P. dated January 3, 1997. (Incorporated by reference to Exhibit 2.4 of
the report on Form 8-K of Vail Resorts, Inc. dated January 8, 1997.)

 

10.15(b) First Amendment to the Shareholder Agreement dated as of November 1, 1999,
among Vail Resorts, Inc., Ralcorp Holdings, Inc. (f/k/a Ralston Foods, Inc.) and
Apollo Ski Partners, L.P. (Incorporated by reference to Exhibit 10.17(b) of the report
on Form 10-Q of Vail Resorts, Inc. for the quarter ended January 31, 2000.)

 

10.16 1996 Stock Option Plan (Incorporated by reference from the Company's Registration
Statement on Form S-3, File No. 333-5341).

 

10.17 2002 Long Term Incentive and Share Award Plan. (Incorporated by reference to
Exhibit 10.17 on Form 10-Q of Vail Resorts, Inc. for the quarter ended October 31,
2002.)

 

10.18(a) Sports and Housing Facilities Financing Agreement between the Vail Corporation
(d/b/a "Vail Associates, Inc.") and Eagle County, Colorado, dated April 1, 1998.
(Incorporated by reference to Exhibit 10 of the report on Form 10-Q of Vail Resorts,
Inc. for the quarter ended April 30, 1998.)

 

10.18(b) Trust Indenture dated as of April 1, 1998 securing Sports and Housing Facilities
Revenue Refunding Bonds by and between Eagle County, Colorado and U.S. Bank,
N.A., as Trustee. (Incorporated by reference to Exhibit 10.1 of the report on Form 10-
Q of Vail Resorts, Inc. for the quarter ended April 30, 1998.)

 

10.19 Third Amended and Restated Revolving Credit and Term Loan Agreement among
The Vail Corporation (d/b/a "Vail Associates, Inc."), Borrower, Bank of America,
N.A., Agent, and the other lenders party thereto dated as of June 10, 2003.
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10.22 Employment Agreement dated October 28, 1996 by and between Vail Resorts, Inc.
and James P. Donohue. (Incorporated by reference to Exhibit 10.24 of the report on
Form 10-Q of Vail Resorts, Inc. for the quarter ended October 31, 1999.)

 

10.23 Vail Resorts, Inc. 1999 Long Term Incentive and Share Award Plan. (Incorporated by
reference to the Company's registration statement on Form S-8, File No. 333-32320.)

 

10.24 Vail Resorts Deferred Compensation Plan effective as of October 1, 2000.
(Incorporated by reference to Exhibit 10.23 of the report on Form 10-K of Vail
Resorts, Inc. for the fiscal year ended July 31, 2000.)

 

21 Subsidiaries of Vail Resorts, Inc. (Incorporated by reference to Exhibit 21 of the
report on Form 10-K of Vail Resorts, Inc. for the fiscal year ended July 31, 2001.)

 

23.1 Consent of Independent Accountants for report dated October 28, 2002 for Vail
Resorts, Inc. (Incorporated by reference to Exhibit 23.1 of the report on Form 10-K
of Vail Resorts, Inc. for the year ended July 31, 2002.)

 

99.1 Forest Service Unified Permit for Heavenly ski area. (Incorporated by reference to
Exhibit 99.1 of the report on Form 10-Q of Vail Resorts, Inc. for the quarter ended
April 30, 2002.)

 

99.2(a) Forest Service Unified Permit for Keystone ski area. (Incorporated by reference to
Exhibit 99.2(a) on Form 10-Q of Vail Resorts, Inc. for the quarter ended October 31,
2002.)

 

99.2(b) Amendment to Forest Service Unified Permit for Keystone ski area. (Incorporated by
reference to Exhibit 99.2(b) on Form 10-Q of Vail Resorts, Inc. for the quarter ended
October 31, 2002.)

 

99.3(a) Forest Service Unified Permit for Breckenridge ski area. (Incorporated by reference
to Exhibit 99.3(a) on Form 10-Q of Vail Resorts, Inc. for the quarter ended October
31, 2002.)

 

99.3(b) Amendment to Forest Service Unified Permit for Breckenridge ski area.
(Incorporated by reference to Exhibit 99.3(b) on Form 10-Q of Vail Resorts, Inc. for
the quarter ended October 31, 2002.)

 

99.4(a) Forest Service Unified Permit for Beaver Creek ski area. (Incorporated by reference
to Exhibit 99.4(a) on Form 10-Q of Vail Resorts, Inc. for the quarter ended October
31, 2002.)

 

99.4(b) Exhibits to Forest Service Unified Permit for Beaver Creek ski area. (Incorporated by
reference to Exhibit 99.4(b) on Form 10-Q of Vail Resorts, Inc. for the quarter ended
October 31, 2002.)

 

99.5(a) Forest Service Unified Permit for Vail ski area. (Incorporated by reference to Exhibit
99.5(a) on Form 10-Q of Vail Resorts, Inc. for the quarter ended October 31, 2002.)

 

99 5(b) Exhibits to Forest Service Unified Permit for Vail ski area (Incorporated by reference



99.5(b) Exhibits to Forest Service Unified Permit for Vail ski area. (Incorporated by reference
to Exhibit 99.5(b) on Form 10-Q of Vail Resorts, Inc. for the quarter ended October
31, 2002.)

 

99.5(c) Amendment to Forest Service Unified Permit for Vail ski area. (Incorporated by
reference to Exhibit 99.5(c) on Form 10-Q of Vail Resorts, Inc. for the quarter ended
October 31, 2002.)

 

99.6 Certification of Adam Aron and James Donohue Pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.
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b) Reports on Form 8-K

The Company filed a Current Report on Form 8-K, dated February 13, 2003, regarding the Company's press
release dated as of the same day.

 

 

 

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned thereunto duly
authorized on June 13, 2003.

Vail Resorts, Inc.
  
By: /s/ James P. Donohue
 James P. Donohue
 Senior Vice President and

 Chief Financial Officer

  
Dated: June 13, 2003

 

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER

PURSUANT TO SECTION 302 OF THE

SARBANES-OXLEY ACT OF 2002

 

I, Adam M. Aron, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Vail Resorts, Inc.;
2. Based on my knowledge, this quarterly report does not contain any untrue statement of a material fact or

omit to state a material fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not misleading with respect to the period covered by this quarterly
report; and

3. Based on my knowledge, the financial statements, and other financial information included in this
quarterly report, fairly present in all material respects the financial condition, results of operations and
cash flows of the registrant as of, and for, the periods presented in this quarterly report;

4. The registrant's other certifying officers and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the registrant and we
have:

 a) designed such disclosure controls and procedures to ensure that material information relating to
the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this quarterly report is being prepared;

 b) evaluated the effectiveness of the registrant's disclosure controls and procedures as of a date
within 90 days prior to the filing date of this quarterly report (the "Evaluation Date"); and

 c) presented in this quarterly report our conclusions about the effectiveness of the disclosure
controls and procedures based on our evaluation as of the Evaluation Date;

5. The registrant's other certifying officers and I have disclosed, based on our most recent evaluation, to
the registrant's auditors and the audit committee of registrant's board of directors (or persons performing
the equivalent functions):

 a) all significant deficiencies in the design or operation of internal controls which could adversely
affect the registrant's ability to record, process, summarize and report financial data and have
identified for the registrant's auditors any material weaknesses in internal controls; and

 b) any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant's internal controls; and

6. The registrant's other certifying officers and I have indicated in this quarterly report whether or not there
were significant changes in internal controls or in other factors that could significantly affect internal
controls subsequent to the date of our most recent evaluation, including any corrective actions with
regard to significant deficiencies and material weaknesses.

 



 

Date: June 13, 2003

        /s/ ADAM M. ARON        
Adam M. Aron

Chairman of the Board and
Chief Executive Officer

 

CERTIFICATION OF THE CHIEF FINANCIAL OFFICER

PURSUANT TO SECTION 302 OF THE

SARBANES-OXLEY ACT OF 2002

 

I, James P. Donohue, certify that:

1. I have reviewed this quarterly report on Form 10-Q of Vail Resorts, Inc.;
2. Based on my knowledge, this quarterly report does not contain any untrue statement of a material fact or

omit to state a material fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not misleading with respect to the period covered by this quarterly
report; and

3. Based on my knowledge, the financial statements, and other financial information included in this
quarterly report, fairly present in all material respects the financial condition, results of operations and
cash flows of the registrant as of, and for, the periods presented in this quarterly report;

4. The registrant's other certifying officers and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the registrant and we
have:

 a) designed such disclosure controls and procedures to ensure that material information relating to
the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this quarterly report is being prepared;

 b) evaluated the effectiveness of the registrant's disclosure controls and procedures as of a date
within 90 days prior to the filing date of this quarterly report (the "Evaluation Date"); and

 c) presented in this quarterly report our conclusions about the effectiveness of the disclosure
controls and procedures based on our evaluation as of the Evaluation Date;

5. The registrant's other certifying officers and I have disclosed, based on our most recent evaluation, to
the registrant's auditors and the audit committee of registrant's board of directors (or persons performing
the equivalent functions):

 a) all significant deficiencies in the design or operation of internal controls which could adversely
affect the registrant's ability to record, process, summarize and report financial data and have
identified for the registrant's auditors any material weaknesses in internal controls; and

 b) Any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant's internal controls; and

6. The registrant's other certifying officers and I have indicated in this quarterly report whether or not there
were significant changes in internal controls or in other factors that could significantly affect internal
controls subsequent to the date of our most recent evaluation, including any corrective actions with
regard to significant deficiencies and material weaknesses.

 

 

Date: June 13, 2003

        /s/ JAMES P. DONOHUE        
James P. Donohue

Senior Vice President and
Chief Financial Officer



Exhibit 10.19

 

THIRD AMENDED AND RESTATED
REVOLVING CREDIT AND TERM LOAN AGREEMENT

Dated as of June 10, 2003

among

THE VAIL CORPORATION
(d/b/a "Vail Associates, Inc."),

as Borrower,

BANK OF AMERICA, N.A.,

as Administrative Agent and an L/C Issuer,

FLEET NATIONAL BANK,

as Syndication Agent and an L/C Issuer,

us bank national association,

wells fargo bank, NATIONAL ASSOCIATION,

AND

deutsche bank TRUST COMPANY AMERICAS

as Co-Documentation Agents,

and

The Other Lenders Party Hereto

 

BANC OF AMERICA SECURITIES LLC

and

FLEET SECURITIES, INC.,

as Joint Lead Arrangers and Joint Book Managers
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1.1 Definitions. *

1.2 Number and Gender of Words. *

1.3 Accounting Principles. *

1.4 Rounding. *

1.5 References to Agreements and Laws. *

1.6 Times of Day. *

1.7 L/C Amounts. *

SECTION 2 COMMITMENT. *

2.1 Credit Facility. *

2.2 Loan Procedure. *



2.3 L/C Subfacility. *

SECTION 3 TERMS OF PAYMENT. *

3.1 Notes and Payments. *

3.2 Interest and Principal Payments; Voluntary Commitment Reductions. *

3.3 Interest Options. *

3.4 Quotation of Rates. *

3.5 Default Rate. *

3.6 Interest Recapture. *

3.7 Interest Calculations. *

3.8 Maximum Rate. *

3.9 Interest Periods. *

3.10 Order of Application. *

3.11 Sharing of Payments, Etc. *

3.12 Booking Loans. *

3.13 Inability to Determine Rates. *

3.14 Increased Cost and Reduced Return; Capital Adequacy; Reserves on 
LIBOR Rate Loans. *

3.15 Taxes. *

3.16 Illegality. *

3.17 Funding Loss. *

3.18 Matters Applicable to all Requests for Compensation. *

SECTION 4 FEES. *

4.1 Treatment of Fees. *

4.2 Fee Letter. *

4.3 L/C Fees. *

4.4 Revolver Commitment Fee. *

SECTION 5 GUARANTY AND SECURITY. *

5.1 Guaranty. *

5.2 Collateral. *

5.3 Additional Collateral and Guaranties. *

5.4 Additional Documents or Information. *

SECTION 6 CONDITIONS PRECEDENT. *

6.1 Initial Advance. *

6.2 Each Advance. *

SECTION 7 REPRESENTATIONS AND WARRANTIES. *

7.1 Regulation U. *

7.2 Corporate Existence, Good Standing, Authority and Compliance. *

7.3 Subsidiaries. *

7.4 Authorization and Contravention. *



7.5 Binding Effect. *

7.6 Financial Statements; Fiscal Year. *

7.7 Litigation. *

7.8 Taxes. *

7.9 Environmental Matters. *

7.10 Employee Plans. *

7.11 Properties and Liens. *

7.12 Government Regulations. *

7.13 Transactions with Affiliates. *

7.14 Debt. *

7.15 Material Agreements. *

7.16 Labor Matters. *

7.17 Solvency. *

7.18 Intellectual Property. *

7.19 Full Disclosure. *

7.20 Insurance. *

7.21 Compliance with Laws. *

7.22 Tax Shelter Regulations. *

7.23 Senior Debt. *

SECTION 8 AFFIRMATIVE COVENANTS. *

8.1 Items to be Furnished. *

8.2 Use of Proceeds. *

8.3 Books and Records. *

8.4 Inspections. *

8.5 Taxes. *

8.6 Payment of Obligations. *

8.7 Maintenance of Existence, Assets, and Business. *

8.8 Insurance. *

8.9 Environmental Laws. *

8.10 Subsidiaries. *

SECTION 9 NEGATIVE COVENANTS. *

9.1 Taxes. *

9.2 Payment of Obligations. *

9.3 Employee Plans. *

9.4 Debt. *

9.5 Liens. *

9.6 Transactions with Affiliates. *

9.7 Compliance with Laws and Documents. *

9.8 Loans, Advances and Investments. *



9.9 Management Fees and Distributions. *

9.10 Sale of Assets. *

9.11 Acquisitions, Mergers, and Dissolutions. *

9.12 Assignment. *

9.13 Fiscal Year and Accounting Methods. *

9.14 New Businesses. *

9.15 Government Regulations. *

9.16 Burdensome Agreements. *

9.17 Use of Proceeds. *

SECTION 10 FINANCIAL COVENANTS. *

10.1 Maximum Leverage Ratios. *

10.2 Minimum Fixed Charge Coverage Ratio. *

10.3 Minimum Net Worth. *

10.4 Interest Coverage Ratio. *

10.5 Capital Expenditures. *

SECTION 11 DEFAULT. *

11.1 Payment of Obligation. *

11.2 Covenants. *

11.3 Debtor Relief. *

11.4 Judgments and Attachments. *

11.5 Government Action. *

11.6 Misrepresentation. *

11.7 Ownership. *

11.8 Default Under Other Agreements. *

11.9 Subordinated Debt. *

11.10 Validity and Enforceability of Loan Papers. *

11.11 Employee Plans. *

SECTION 12 RIGHTS AND REMEDIES. *

12.1 Remedies Upon Default. *

12.2 Company Waivers. *

12.3 Performance by Administrative Agent. *

12.4 Not in Control. *

12.5 Course of Dealing. *

12.6 Cumulative Rights. *

12.7 Application of Proceeds. *

12.8 Diminution in Value of Collateral. *

12.9 Certain Proceedings. *

SECTION 13 ADMINISTRATIVE AGENT. *

13.1 Appointment and Authorization of Administrative Agent. *



13.2 Delegation of Duties. *

13.3 Liability of Administrative Agent. *

13.4 Reliance by Administrative Agent. *

13.5 Notice of Default. *

13.6 Credit Decision; Disclosure of Information by Administrative Agent. *

13.7 Indemnification of Administrative Agent. *

13.8 Administrative Agent in its Individual Capacity. *

13.9 Successor Administrative Agent. *

13.10 Administrative Agent May File Proofs of Claim. *

13.11 Collateral and Guaranty Matters. *

13.12 Financial Hedges. *

13.13 Bond L/Cs and Bond Documents. *

13.14 Other Agents; Arrangers and Managers. *

13.15 Limitation of Liability. *

SECTION 14 MISCELLANEOUS. *

14.1 Headings. *

14.2 Nonbusiness Days; Time. *

14.3 Notices and Other Communications; Facsimile Copies. *

14.4 Form and Number of Documents. *

14.5 Attorney Costs, Expenses and Taxes. *

14.6 Indemnification by Restricted Companies. *

14.7 Exceptions to Covenants. *

14.8 Survival. *

14.9 Governing Law. *

14.10 Invalid Provisions. *

14.11 Venue; Service of Process; Jury Trial. *

14.12 Amendments, Etc. *

14.13 Multiple Counterparts. *

14.14 Successors and Assigns; Participation. *

14.15 Discharge Only Upon Payment in Full; Reinstatement in Certain Circumstances. *

14.16 Set-Off. *

14.17 Tax Forms. *

14.18 Replacement of Lenders. *

14.19 Confidentiality. *

14.20 Survival of Representations and Warranties. *

14.21 Entirety. *

14.22 Restatement of Existing Agreement. *

SCHEDULES AND EXHIBITS



Schedule 1 Parties, Addresses, Committed Sums, and Wiring Information
Schedule 2 Closing Date Critical Assets
Schedule 2.3 Existing Letters of Credit and Scheduled Debt 
Schedule 6.1 Post-Closing Items and Conditions
Schedule 7.2 Corporate Organization and Structure 
Schedule 7.7 Material Litigation Summary
Schedule 7.9 Material Environmental Matters
Schedule 7.13 Non-Standard Transactions with Affiliates

Schedule 9.8 Loans, Advances and Investments

Schedule 9.9 Permitted Distributions

Schedule 9.16 Existing Burdensome Agreements

Exhibit A-1 Form of Revolver Note
Exhibit A-2 Form of Term Loan Note
Exhibit B Form of Guaranty
Exhibit C Form of Loan Notice
Exhibit D Form of Compliance Certificate
Exhibit E Form of Assignment and Assumption
Exhibit F Form of Pledge Agreement

CREDIT AGREEMENT

This Third Amended and Restated Revolving Credit and Term Loan Agreement is entered into as of June 10, 2003, among The Vail
Corporation, a Colorado corporation doing business as "Vail Associates, Inc." ("Borrower"), the Lenders (defined below), Fleet National
Bank, as Syndication Agent, and Bank of America, N.A., as Administrative Agent for itself and the other Lenders.

RECITALS

A. Borrower, certain lenders, and NationsBank of Texas, N.A., as Agent, were parties to a Credit Agreement dated as of December 19, 1997
(as amended, the "Original Agreement").

B. The Original Agreement was amended and restated by that certain Amended and Restated Credit Agreement among Borrower, certain
lenders and NationsBank, N.A. (successor by merger to NationsBank of Texas, N.A.), as Agent, dated as of May 1, 1999 (as amended, the
"Amended and Restated Agreement").

C. Effective July 5, 1999, NationsBank, N.A. changed its name to Bank of America, N.A., and effective July 23, 1999, Bank of America, N.A.
merged with and into Bank of America National Trust and Savings Association, which then changed its name to Bank of America, N.A.

D. The Amended and Restated Agreement was amended and restated by that certain Second Amended and Restated Credit Agreement among
Borrower, certain lenders and Bank of America, N.A., as Agent, dated as of November 13, 2001 (as amended, the "Existing Agreement").

E. The parties wish to amend and restate the Existing Agreement on the terms and conditions of this Agreement.

In consideration of the mutual covenants contained herein, and for other good and valuable consideration, the receipt and adequacy of which
are hereby acknowledged, the Existing Agreement is hereby amended and restated to read in its entirety as follows:

1. DEFINITIONS AND TERMS.

1. Definitions.

Additional Bond Documents means (a) when used in connection with any Additional Bond L/C, those certain Additional Bonds
or other certificates of indebtedness with respect to which such Additional Bond L/C has been issued as credit support, together
with any remarketing agreement, trust indenture, purchased bond custody agreement, funding agreement, pledge agreement, and
other documents executed pursuant to or in connection with such bonds or other certificates of indebtedness, and all amendments
or supplements thereto, and (b) in all other cases, collectively, all Additional Bond Documents as defined in the preceding clause
(a) relating to Additional Bond L/Cs then outstanding.

Additional Bond L/Cs means Bond L/Cs issued after the Closing Date by any L/C Issuer at the request of Borrower or any Metro
District in support of revenue bonds or notes issued by such Metro District for municipal infrastructure or housing projects, which
Bond L/Cs satisfy the conditions set forth in Section 2.3(j)(i) herein, and renewals or extensions thereof.

Additional Bonds means bonds issued after the Closing Date by any Metro District (other than the re-issuance of Existing Bonds
in accordance with the Existing Bond Documents), so long as at least 30 days prior to the issuance thereof, Borrower shall have
delivered a certificate to Administrative Agent demonstrating the Companies' pro forma compliance with the terms and
conditions of the Loan Papers (including the Restricted Companies' compliance with the financial covenants set forth in Section
10.1 herein) after giving effect to such issuance and, without duplication, any credit support by Borrower in support thereof, and
certifying that no Default or Potential Default exists or would result after giving effect thereto.

Adjusted EBITDA means the sum of (a) Resort EBITDA and (b) EBITDA of the Restricted Companies related to real estate
activities in an amount not greater than 20% of Adjusted EBITDA.



Administrative Agent means Bank of America, N.A., a national banking association, and its successor as administrative agent for
Lenders under this Agreement.

Administrative Questionnaire means an Administrative Questionnaire in a form supplied by Administrative Agent.

Affiliate means with respect to any Person (the "Relevant Person") (a) any other Person that directly, or indirectly through one or
more intermediaries, controls the relevant Person (a "Controlling Person"), or (b) any Person (other than the relevant Person)
which is controlled by or is under common control with a Controlling Person. As used herein, the term "control" means
possession, directly or indirectly, of the power to direct or cause the direction of the management or policies of a Person, whether
through the ownership of voting securities, by contract or otherwise.

Agent-Related Persons means Administrative Agent, together with its Affiliates (including, in the case of Bank of America in its
capacity as Administrative Agent, Banc of America Securities LLC), and the officers, directors, employees, agents and attorneys-
in-fact of such Persons and Affiliates.

Agreement means this Third Amended and Restated Revolving Credit and Term Loan Agreement, and all schedules and exhibits
thereto, as renewed, extended, amended, supplemented, or restated from time to time.

Amended and Restated Agreement is defined in the Recitals to this Agreement.

Applicable Margin means: (a) with respect to Revolver Loans, for any day, the margin of interest over the Base Rate or LIBOR,
as the case may be, that is applicable when any interest rate is determined under this Agreement, and (b) with respect to Term
Loans, a percentage per annum equal to 2.75% for LIBOR Loans. The Applicable Margin for Revolver Loans is subject to
adjustment (upwards or downwards, as appropriate) based on the ratio of Funded Debt to Adjusted EBITDA, as follows:

Ratio of Funded Debt to Adjusted EBITDA
Applicable Margin
for LIBOR Loans

Applicable Margin for
Base Rate Loans

I Less than 3.00 to 1.00 1.50% 0.00%

II Greater than or equal to 3.00 to 1.00, but less
than 3.50 to 1.00 1.75% 0.25%

III Greater than or equal to 3.50 to 1.00, but less
than 4.00 to 1.00 2.00% 0.50%

IV Greater than or equal to 4.0 to 1.00, but less
than 4.50 to 1.00 2.50% 1.00%

V Greater than or equal to 4.50 to 1.00 3.00% 1.50%

Prior to Administrative Agent's receipt of the Companies' consolidated audited Financial Statements for the Companies' fiscal
quarter ended July 31, 2003, the ratio of Funded Debt to Adjusted EBITDA shall be fixed at Level IV. Thereafter, the ratio of
Funded Debt to Adjusted EBITDA shall be calculated on a consolidated basis for the Companies in accordance with GAAP for
the most recently completed fiscal quarter of the Companies for which results are available. The ratio shall be determined from
the Current Financials and any related Compliance Certificate and any change in the Applicable Margin for Revolver Loans
resulting from a change in such ratio shall be effective as of the date of delivery of such Compliance Certificate. However, if
Borrower fails to furnish to Administrative Agent the Current Financials and any related Compliance Certificate when required
pursuant to Section 8.1, then the ratio shall be deemed to be at Level V until Borrower furnishes the requ ired Current Financials
and any related Compliance Certificate to Administrative Agent. Furthermore, if the Companies' audited Financial Statements
subsequently delivered to Administrative Agent for any fiscal year pursuant to Section 8.1(a) result in a different ratio, such
revised ratio (whether higher or lower) shall govern effective as of the date of such delivery. For purposes of determining such
ratio, Adjusted EBITDA for any fiscal quarter shall include on a pro forma basis all EBITDA of the Restricted Companies for
such period relating to assets acquired in accordance with this Agreement (including Restricted Subsidiaries formed or organized)
during such period, but shall exclude on a pro forma basis all EBITDA of the Restricted Companies for such period relating to
any such assets disposed of in accordance with this Agreement during such period.

Applicable Percentage means, for any day, the commitment fee percentage applicable under Section 4.4 when commitment fees
are determined under this Agreement. The Applicable Percentage is subject to adjustment (upwards or downwards, as
appropriate) based on the ratio of Funded Debt to Adjusted EBITDA, as follows:

Level Ratio of Funded Debt to Adjusted EBITDA Applicable Percentage

I Less than 3.00 to 1.00 0.35%

II Greater than or equal to 3.00 to 1.00 0.50%

Prior to Administrative Agent's receipt of the Companies' consolidated audited Financial Statements for the Companies' fiscal
quarter ended July 31, 2003, the ratio of Funded Debt to Adjusted EBITDA (which shall be determined as described in the
definition of "Applicable Margin") shall be fixed at Level II.



Apollo means any one or more of the following: Apollo Advisors, L.P., a Delaware limited partnership, or any fund, investment
vehicle or account managed, advised or controlled by Apollo Advisors, L.P., or any of its Affiliates, other than the Companies.

Approved Fund has the meaning set forth in Section 14.14(g).

Arrangers means, collectively, Banc of America Securities LLC and Fleet Securities, Inc., in their capacities as joint lead
arrangers and joint book managers.

Assignment and Assumption means an Assignment and Assumption substantially in the form of Exhibit E hereto.

Attorney Costs means and includes all reasonable fees, expenses and disbursements of any law firm or other external counsel and,
without duplication, the reasonably allocated cost of internal legal services and all reasonable expenses and disbursements of
internal counsel.

Auto-Renewal L/C has the meaning set forth in Section 2.3(b)(iii).

Bank of America means Bank of America, N.A., a national banking association, in its individual capacity and not as
Administrative Agent, and its permitted successors and assigns.

Base Rate means for any day a fluctuating rate per annum equal to the higher of (a) the Federal Funds Rate plus 1/2 of 1% and
(b) the rate of interest in effect for such day as publicly announced from time to time by Bank of America as its "prime rate." The
"prime rate" is a rate set by Bank of America based upon various factors including Bank of America's costs and desired return,
general economic conditions and other factors, and is used as a reference point for pricing some loans, which may be priced at,
above, or below such announced rate. Any change in such rate announced by Bank of America shall take effect at the opening of
business on the day specified in the public announcement of such change.

Base Rate Loan means a Loan bearing interest at the sum of the Base Rate plus the Applicable Margin.

BC Housing L/C means the $9,232,709 irrevocable transferable L/C expiring October 31, 2004, issued by the applicable L/C
Issuer to Colorado National Bank and any successor thereto as Trustee under the 1997 Trust Indenture with Eagle County,
Colorado, as Issuer, relating to $10,600,000 of Eagle County, Colorado, Taxable Housing Facilities Revenue Bonds (BC Housing,
LLC Project) Series 1997A, under the terms of which such Trustee is, subject to the terms and conditions set forth therein,
entitled to draw, with respect to such Bonds, up to (a) an amount sufficient to pay (i) the principal of such Bonds when due, or (ii)
the portion of the purchase price of such Bonds tendered or deemed tendered for purchase in accordance with such Indenture and
not subsequently remarketed corresponding to the principal amount of such Bonds, plus (b) an amount equal to approximately 35
days of accrued interest on such Bonds (at up to 15% per annum), to pay (i) interest on such Bonds when d ue, or (ii) the portion
of the purchase price of such Bonds tendered or deemed tendered for purchase in accordance with such Indenture and not
subsequently remarketed corresponding to accrued interest, as such L/C may be renewed, extended, increased or amended from
time to time in accordance with the Loan Papers.

Bond Documents means, collectively, the Existing Bond Documents and the Additional Bond Documents.

Bond L/Cs means, collectively, the Existing Bond L/Cs and the Additional Bond L/Cs.

Bond Purchase Drawing has the meaning set forth in Section 2.3(j)(ii).

Bond Rights has the meaning set forth in Section 2.3(j)(iv).

Bonds means, collectively, the Existing Bonds and the Additional Bonds.

Borrower is defined in the preamble to this Agreement.

Breckenridge Terrace L/C means the $15,198,459 irrevocable transferable L/C expiring October 31, 2004, issued by the
applicable L/C Issuer to U.S. Bank National Association and any successor thereto as Trustee under the 1999 Trust Indenture with
Breckenridge Terrace LLC as Issuer, relating to approximately $19,980,000 of Breckenridge Terrace LLC Taxable Housing
Facilities Revenue Notes (Breckenridge Terrace Project), Series 1999A, under the terms of which such Trustee is, subject to the
terms and conditions set forth therein, entitled to draw up to (a) an amount sufficient to pay (i) the principal of such Notes when
due, or (ii) the portion of the purchase price of such Notes tendered or deemed tendered for purchase in accordance with such
Indenture and not subsequently remarketed corresponding to the principal amount of such Notes, plus (b) an amount equal to
approximately 35 days of accrued interest on such Notes (at up to 15% per annum), to pay (i) interest on such Notes when due, or
(ii) the portion of the purchase price of such Notes tendered or deemed tendered for purchase in accordance with such Indenture
and not subsequently remarketed corresponding to accrued interest, as such L/C may be renewed, extended, increased or amended
from time to time in accordance with the Loan Papers.

Business Day means any day other than a Saturday, Sunday or other day on which commercial banks are authorized to closed
under the Laws of, or are in fact closed in, Dallas, Texas or New York, New York, or if such day relates to any LIBOR Loan,
means any such day on which dealings in Dollar deposits are conducted by and between banks in the London interbank eurodollar
market.

Capital Lease means any capital lease or sublease that has been (or under GAAP should be) capitalized on a balance sheet.

Change of Control Transaction means the occurrence of any transaction or event, as a result of which Apollo shall cease to
possess, and some other Person shall obtain, in either case directly or indirectly, the power to direct or cause the direction of the
management or policies of VRI, whether through the ownership of voting securities, by contract or otherwise (other than as a
result of the issuance and sale in a public offering of equity securities of VRI).



Closing Date means the first date that all conditions precedent set forth in Section 6.1 have been satisfied or waived in
accordance with such Section.

Closing Date Critical Assets means each of the assets listed on Schedule 2 hereto.

Code means the Internal Revenue Code of 1986, as amended from time to time, and related rules and regulations from time to
time in effect.

Collateral is defined in Section 5.2.

Commitment Percentage means, at any date of determination, for any Lender with respect to a particular Facility, the proportion
(stated as a percentage) that its Committed Sum for such Facility bears to the aggregate Committed Sums of all Lenders for such
Facility.

Committed Sum means (a) for any Revolver Lender with respect to the Revolver Facility, at any date of determination occurring
prior to the Termination Date for the Revolver Facility, the amount stated beside such Revolver Lender's name under the heading
for the Revolver Facility on Schedule 1 to this Agreement (which amount is subject to increase, reduction, or cancellation in
accordance with the Loan Papers), and (b) for any Term Loan Lender with respect to the Term Loan Facility, at any date of
determination occurring prior to the funding of the Term Loans, the amount stated beside such Term Loan Lender's name under
the heading for the Term Loan Facility on Schedule 1 to this Agreement (which amount is subject to increase, reduction, or
cancellation in accordance with the Loan Papers).

Companies means VRI and each of VRI's Restricted and Unrestricted Subsidiaries now or hereafter existing, and Company
means any of the Companies.

Compliance Certificate means a certificate substantially in the form of Exhibit D and signed by Borrower's Chief Financial
Officer, together with the calculation worksheet described therein.

Critical Assets means the Closing Date Critical Assets and the Future Critical Assets.

Current Financials means, initially, the consolidated Financial Statements of the Companies for the period ended January 31,
2003, and thereafter, the consolidated Financial Statements of the Companies most recently delivered to Administrative Agent
under Section 6.1, 8.1(a) or 8.1(b), as the case may be.

Debt of any Person means at any date, without duplication (and calculated in accordance with GAAP), (a) all obligations of such
Person for borrowed money (whether as a direct obligation on a promissory note, bond, zero coupon bond, debenture or other
similar instrument, or as an unfulfilled reimbursement obligation on a drawn letter of credit or similar instrument, or otherwise),
including, without duplication, all Capital Lease obligations (other than the interest component of such obligations) of such
Person, (b) all obligations of such Person to pay the deferred purchase price of property or services, other than (i) obligations
under employment contracts or deferred employee compensation plans and (ii) trade accounts payable and other expenses or
payables arising in the ordinary course of business, (c) all Debt of others secured by a Lien on any asset of such Person (or for
which the holder of the Debt has an existing Right, contingent or otherwise, to be so secured), whether or not such Debt is
assumed by such Person, (d) reimbursement obligations and undrawn amounts under Additional Bond L/Cs, and (e) all
guarantees and other contingent obligations (as a general partner or otherwise) of such Person with respect to Debt of others.

Debtor Relief Laws means the Bankruptcy Reform Act of 1978, as amended from time to time, and all other applicable
liquidation, conservatorship, bankruptcy, moratorium, rearrangement, receivership, insolvency, reorganization, suspension of
payments or similar Laws affecting creditors' Rights from time to time in effect.

Default is defined in Section 11.

Default Rate means, as of any date of determination, an annual rate of interest equal from day to day to the lesser of (a) the then-
existing Base Rate plus the Applicable Margin for Base Rate Loans plus 2%, and (b) the Maximum Rate.

Defaulting Lender means any Lender that (a) has failed to fund any portion of the Loans or participations in L/C Exposure
required to be funded by it hereunder within one Business Day of the date required to be funded by it hereunder, (b) has otherwise
failed to pay over to Administrative Agent or any other Lender any other amount required to be paid by it hereunder within one
Business Day of the date when due, unless the subject of a good faith dispute, or (c) has been deemed insolvent or become the
subject of a bankruptcy or insolvency proceeding.

Distribution means, with respect to any shares of any capital stock or other equity securities issued by a Person, (a) the
retirement, redemption, purchase or other acquisition for value of those securities by such Person, (b) the payment of any
dividend on or with respect to those securities by such Person, (c) any loan or advance by that Person to, or other investment by
that Person in, the holder of any of those securities, and (d) any other payment by that Person with respect to those securities.

EBITDA means, with respect to any Person (or group of Persons whose Financial Statements are consolidated in accordance with
GAAP), Net Income before interest expense, Taxes based on or measured by income, and Non-Cash Operating Charges, in each
case to the extent deducted in determining Net Income.

Eligible Assignee has the meaning set forth in Section14.14(g).

Employee Plan means an employee pension benefit plan covered by Title IV of ERISA and established or maintained by any
Company.



Environmental Law means any Law that relates to the pollution or protection of ambient air, water or land or to Hazardous
Substances.

ERISA means the Employee Retirement Income Security Act of 1974, as amended, and related rules and regulations.

Existing Agreement is defined in the Recitals of this Agreement.

Existing Bond Documents means (a) when used in connection with any Existing Bond L/C, those certain Existing Bonds or other
certificates of indebtedness with respect to which such Existing Bond L/C has been issued as credit support, together with any
remarketing agreement, trust indenture, purchased bond custody agreement, funding agreement, pledge agreement, and other
documents executed pursuant to or in connection with such bonds or other certificates of indebtedness, and all amendments or
supplements thereto (but not increases thereof), and (b) in all other cases, collectively, all Existing Bond Documents as defined in
clause (a) preceding relating to Existing Bond L/Cs then outstanding.

Existing Bond L/Cs means the BC Housing L/C, the Smith Creek L/Cs, the Breckenridge Terrace L/C, the Tarnes L/C, the
Tenderfoot Housing L/C, and the Holland Creek L/C.

Existing Bonds means, collectively, (a) $10,600,000 of Eagle County, Colorado, Taxable Housing Facilities Revenue Bonds (BC
Housing, LLC Project) Series 1997A, (b) $19,980,000 of Breckenridge Terrace LLC Taxable Housing Facilities Revenue Notes
(Breckenridge Terrace Project), Series 1999A, (c) $12,000,000 of Holland Creek Metropolitan District, Eagle County, Colorado,
Variable Rate Revenue Bonds, Series 2001, (d) $27,900,000 of the Smith Creek Metropolitan District, Eagle County, Colorado,
Variable Rate Revenue Bonds, Series 1995 and Series 1997, collectively, (e) $10,410,000 of Eagle County, Colorado, Taxable
Housing Facilities Revenue Bonds (The Tarnes at BC, LLC Project), Series 1999A, and (f) $11,585,000 of the Tenderfoot
Seasonal Housing, LLC Taxable Housing Facilities Notes (Tenderfoot Seasonal Housing, LLC Project), Series 200A, and
renewals or extensions of each of the foregoing (but not increases thereof).

Existing Metro Districts means Tenderfoot Seasonal Housing LLC, The Tarnes at BC Housing LLC, BC Housing LLC
(Riveredge), Breckenridge Terrace LLC, Smith Creek Metropolitan District, Bachelor Gulch Metropolitan District, Holland
Creek Metropolitan District and Red Sky Ranch Metropolitan District.

Facilities means, collectively, the Revolver Facility and the Term Loan Facility; and Facility means either of the Revolver
Facility or the Term Loan Facility.

Federal Funds Rate means, for any day, the annual rate (rounded upwards, if necessary, to the nearest 0.01%) determined (which
determination is conclusive and binding, absent manifest error) by Administrative Agent to be equal to the weighted average of
the rates on overnight federal funds transactions with member banks of the Federal Reserve System arranged by federal funds
brokers on that day, as published by the Federal Reserve Bank of New York on the next Business Day, or, if those rates are not
published for any day, the average rate charged to Administrative Agent (in its individual capacity) on such day on such
transactions as determined by Administrative Agent.

Fee Letter means the letter agreement dated April 24, 2003, among the Borrower, the Administrative Agent, the Syndication
Agent, the Arrangers, and L/C Issuers.

Financial Hedge means a transaction between Borrower and any Lender or an Affiliate of any Lender (or another Person
reasonably acceptable to Administrative Agent), which is intended to reduce or eliminate the risk of fluctuations in one or more
interest rates, foreign currencies, commodity prices, equity prices, or other financial measures, whether or not such transaction is
governed by or subject to any master agreement conforming to ISDA standards and which is legal and enforceable under
applicable Law.

Financial Statements of a Person means balance sheets, profit and loss statements, reconciliations of capital and surplus, and
statements of cash flow prepared (a) according to GAAP, and (b) other than as stated in Section 1.3, in comparative form to prior
year-end figures or corresponding periods of the preceding fiscal year, as applicable.

Foreign Lender has the meaning set forth in Section 14.17 herein.

Forest Service Permit Agreements means (a) that certain Amended and Restated Multiparty Agreement Regarding Forest Service
Term Special Use Permit No. 4056/01; (b) that certain Amended and Restated Multiparty Agreement Regarding Forest Service
Special Use Permit No. 4065-03; (c) any similar agreement or instrument relating to any Forest Service Permit and authorized or
contemplated by the provisions of the documents executed in connection with the issuance of the Vail Bonds; and (d) all
renewals, extensions and restatements of, and amendments and supplements to, any of the foregoing.

Forest Service Permits means (a) Ski Area Term Special Use Permit Holder No. 4056/01 issued by the Service to Borrower for
the Vail ski area on November 23, 1993, and expiring on October 31, 2031; (b) Term Special Use Permit No. Holder 4065-03
issued by the Service to Borrower's wholly-owned subsidiary, Beaver Creek Associates, Inc., for the Beaver Creek ski area on
November 10, 1999, and expiring on December 31, 2038; (c) Term Special Use Permit Holder No. 5289-01 for Keystone ski area
issued by the Service to Ralston Resorts, Inc., now known as Vail Summit Resorts, on December 31, 1996, and expiring on
December 31, 2032; (d) Term Special Use Permit Holder No. 5289-04 for Breckenridge ski area issued by the Service to Ralston
Resorts, Inc., now known as Vail Summit Resorts, on December 31, 1996, and expiring on December 31, 2029; (e) Term Special
Use Permit Holder No. EDL508901 for Heavenly ski area issued by the Service to Heavenly Valley on May 7, 2002, and expiring
on May 1, 2042; and (f) any replacements of any of the foregoing.

Fund has the meaning set forth in Section 14.14(g).

Funded Debt means the sum of (a) the following, calculated on a consolidated basis for the Restricted Companies and SSI (to the
extent of Borrower's membership interests in SSI), in accordance with GAAP: (i) all obligations for borrowed money (whether as



a direct obligation on a promissory note, bond, zero coupon bond, debenture or other similar instrument, or as an unfulfilled
reimbursement obligation on a drawn letter of credit or similar instrument, or otherwise), plus (but without duplication) (ii) all
Capital Lease obligations (other than the interest component of such obligations) of SSI or any Restricted Company; plus (but
without duplication) (b) reimbursement obligations and undrawn amounts under Additional Bond L/Cs.

Funding Loss means any loss or expense that any Lender reasonably incurs because (a) Borrower fails or refuses (for any reason
whatsoever, other than a default by Administrative Agent or the Lender claiming such loss or expense) to take any Loan that it
has requested under this Agreement, or (b) Borrower pays any LIBOR Loan or converts any LIBOR Loan to a Base Rate Loan, in
each case, before the last day of the applicable Interest Period.

Future Critical Assets means all improvements, assets, and Rights relating to ski resort operations owned or acquired by any
Company, other than Closing Date Critical Assets.

GAAP means generally accepted accounting principles of the Accounting Principles Board of the American Institute of Certified
Public Accountants and the Financial Accounting Standards Board that are applicable from time to time.

Guarantor means each Person executing a Guaranty.

Guaranty means a guaranty substantially in the form of Exhibit B.

Hazardous Substance means any substance that is defined or classified as a hazardous waste, hazardous material, pollutant,
contaminant or toxic or hazardous substance under any Environmental Law.

Heavenly Valley means Heavenly Valley, Limited Partnership, a Nevada limited partnership.

Holland Creek L/C means an irrevocable transferable L/C of up to $12,140,000 expiring October 31, 2004, issued by the
applicable L/C Issuer to U.S. Bank National Association and any successor thereto as Trustee under the Trust Indenture dated as
of June 1, 2001 with Holland Creek Metropolitan District, pursuant to which $12,000,000 in aggregate principal amount of the
Holland Creek Metropolitan District, Eagle County, Colorado, Variable Rate Revenue Bonds, Series 2001, are being issued and
delivered by Holland Creek Metropolitan District, a quasi-municipal corporation and political subdivision of the State of
Colorado under the terms of which such Trustee is, subject to the terms and conditions set forth therein, entitled to draw, with
respect to such Bonds, up to (a) an amount sufficient to pay (i) the principal of such Bonds when due, or (ii) the portion of the
purchase price of such Bonds tendered or deemed tendered for purchase in accordance with such Indenture and not su bsequently
remarketed corresponding to the principal amount of such Bonds, plus (b) an amount equal to approximately 35 days of accrued
interest on such Bonds (at up to 12% per annum), to pay (i) interest on such Bonds when due, or (ii) the portion of the purchase
price of such Bonds tendered or deemed tendered for purchase in accordance with such indenture and not subsequently
remarketed corresponding to accrued interest, as such L/C may be renewed, extended, increased or amended from time to time in
accordance with the Loan Papers.

Honor Date has the meaning set forth in Section 2.3(c)(i).

Indemnified Liabilities has the meaning set forth in Section 14.6.

Intellectual Property means (a) common law, federal statutory, state statutory and foreign trademarks or service marks (including,
without limitation, all registrations and pending applications and the goodwill of the business symbolized by or conducted in
connection with any such trademark or service mark), trademark or service mark licenses and all proceeds of trademarks or
service marks (including, without limitation, license royalties and proceeds from infringement suits), (b) U.S. and foreign patents
(including, without limitation, all pending applications, continuations, continuations-in-part, divisions, reissues, substitutions and
extensions of existing patents or applications), patent licenses and all proceeds of patents (including, without limitation, license
royalties and proceeds from infringement suits), (c) copyrights (including, without limitation, all registrations and pending
applications), copyright licenses and all proceeds of copyrights (including, wi thout limitation, license royalties and proceeds
from infringement suits), and (d) trade secrets, but does not include (i) any licenses (including, without limitation, liquor licenses)
or any permits (including, without limitation, sales tax permits) issued by a Tribunal and in which (y) the licensee's or permittee's
interest is defeasible by such Tribunal and (z) the licensee or permittee has no right beyond the terms, conditions and periods of
the license or permit, or (ii) trade names or "dba"s to the extent they do not constitute trademarks or service marks.

Interest Period is determined in accordance with Section 3.9.

Issuing Lender has the meaning set forth in Section 13.12 herein.

Laws means all applicable statutes, laws, treaties, ordinances, rules, regulations, orders, writs, injunctions, decrees and judgments.

L/C means (a) each of the Bond L/Cs and each existing letter of credit issued by an L/C Issuer for the account of any of the
Companies and described on Part A of Schedule 2.3, and (b) each other letter of credit (in such form as shall be customary in
respect of obligations of a similar nature and as shall be reasonably requested by Borrower) issued by an L/C Issuer under this
Agreement and an L/C Agreement.

L/C Agreement means an application and agreement for the issuance or amendment of an L/C in the form from time to time in
use by the applicable L/C Issuer.

L/C Borrowing means an extension of credit resulting from a drawing under any L/C that has not been reimbursed on the date
when made or refinanced as a Revolver Loan.

L/C Expiration Date means the day that is seven (7) days prior to the Termination Date for the Revolver Facility then in effect
(or, if such day is not a Business Day, the next preceding Business Day).



L/C Exposure means, without duplication, the sum of (a) the aggregate face amount of all undrawn and uncancelled L/Cs
(including, without limitation, any reinstatement of or increase in the face amount thereof effected pursuant to the terms of any
Bond L/C), plus (b) the aggregate unpaid reimbursement obligations of Borrower under drawings, drafts or other forms of
demand honored under any L/C (including, without limitation, all L/C Borrowings and unpaid reimbursement obligations under
any Bond L/C).

L/C Issuers means Bank of America and Fleet National Bank, in their respective capacities as issuers of L/Cs hereunder, or any
successor issuers of L/Cs hereunder, and L/C Issuer means one of the L/C Issuers.

L/C Subfacility means a subfacility of the Revolver Facility for the issuance of L/Cs, as described in Section 2.3, under which the
L/C Exposure may never exceed (a) $150,000,000 and (b) together with the Revolver Principal Debt, the Revolver Commitment.

Lenders means each of the lenders named on the attached Schedule 1 (and as the context so requires, any L/C Issuer) and, subject
to this Agreement, their respective successors and assigns (but not any Participant who is not otherwise a party to this
Agreement).

Lending Office means as to any Lender, the office or offices of such Lender described as such in such Lender's Administrative
Questionnaire, or such other office or offices as a Lender may from time to time notify Borrower and Administrative Agent.

LIBOR means, with respect to any LIBOR Loan for any Interest Period therefor;

(a) the rate per annum equal to the rate determined by Administrative Agent to be the offered rate that appears on the page of the
Telerate screen (or any successor thereto) that displays an average British Bankers Association Interest Settlement Rate for
deposits in Dollars (for delivery on the first day of such Interest Period) with a term equivalent to such Interest Period, determined
as of approximately 11:00 a.m. (London time) two Business Days prior to the first day of such Interest Period, or

(b) if the rate referenced in the preceding subsection (a) does not appear on such page or service or such page or service shall
cease to be available, the rate per annum equal to the rate determined by Administrative Agent to be the offered rate on such other
page or other service that displays an average British Bankers Association Interest Settlement Rate for deposits in Dollars (for
delivery on the first day of such Interest Period) with a term equivalent to such Interest Period, determined as of approximately
11:00 a.m. (London time) two Business Days prior to the first day of such Interest Period, or

(c) if the rates referenced in the preceding subsections (a) and (b) are not available, the rate per annum determined by
Administrative Agent as the rate of interest (rounded upward to the next 1/100th of 1%) at which deposits in Dollars for delivery
on the first day of such Interest Period in same day funds in the approximate amount of the LIBOR Loan being made, continued
or converted by Bank of America and with a term equivalent to such Interest Period would be offered by Bank of America's
London Branch to major banks in the offshore Dollar market at their request at approximately 4:00 p.m. (London time) two
Business Days prior to the first day of such Interest Period.

LIBOR Loan means a Loan bearing interest at the sum of LIBOR plus the Applicable Margin.

Lien means, with respect to any asset, any mortgage, lien, pledge, charge, security interest or encumbrance of any kind in respect
of such asset. For the purposes of this Agreement, a Person shall be deemed to own subject to a Lien any asset which it has
acquired or holds subject to the interest of a vendor or lessor under any conditional sale agreement, capital lease or other title
retention agreement relating to such asset.

Litigation means any action, suit, proceeding, claim, or dispute by or before any Tribunal.

Loan means any amount disbursed by any Lender to Borrower or on behalf of any Company under the Loan Papers, either as an
original disbursement of funds, the continuation of an amount outstanding, or payment under an L/C.

Loan Date is defined in Section 2.2(a).

Loan Notice means a request substantially in the form of Exhibit C.

Loan Papers means (a) this Agreement and the Notes, (b) each Guaranty, (c) all L/Cs and L/C Agreements, (d) the Security
Documents, and (e) all renewals, extensions and restatements of, and amendments and supplements to, any of the foregoing.

Material Adverse Event means any (a) material impairment of the ability of the Restricted Companies as a whole to perform their
payment or other material obligations under the Loan Papers or material impairment of the ability of Administrative Agent or any
Lender to enforce any of the material obligations of the Restricted Companies as a whole under the Loan Papers; (b) material and
adverse effect on the operations, business, properties, liabilities (actual or contingent), or condition (financial or otherwise) of the
Restricted Companies as a whole; or (c) a material adverse effect upon the legality, validity, or binding effect against the
Restricted Companies as a whole of any Loan Paper to which such Restricted Companies are parties.

Material Agreement means, for any Person, any agreement (excluding purchase orders for material, services or inventory in the
ordinary course of business) to which that Person is a party, by which that Person is bound, or to which any assets of that Person
may be subject, and that is not cancelable by that Person upon 30 or fewer days' notice without liability for further payment, other
than nominal penalty, and that requires that Person to pay more than $2,000,000 during any 12-month period.

Maximum Amount and Maximum Rate respectively mean, for a Lender, the maximum non-usurious amount and the maximum
non-usurious rate of interest that, under applicable Law, such Lender is permitted to contract for, charge, take, reserve or receive
on the Obligation held by such Lender.



Metro Districts means, collectively, the Existing Metro Districts and any Person formed after the Closing Date to own, construct,
or incur Debt in connection with municipal infrastructure and housing projects, and Metro District means one of the Metro
Districts.

Moody's means Moody's Investor's Service, Inc.

Multiemployer Plan means a multiemployer plan as defined in Sections 3(37) or 4001(a)(3) of ERISA or Section 414(f) of the
Code to which any Company (or any Person that, for purposes of Title IV of ERISA, is a member of Borrower's controlled group
or is under common control with Borrower within the meaning of Section 414 of the Code) is making, or has made, or is
accruing, or has accrued, an obligation to make contributions.

Net Income means, for any period with respect to any Person (or group of Persons whose Financial Statements are consolidated
in accordance with GAAP), the net income of such Person or Persons from continuing operations after extraordinary items
(excluding gains or losses from the disposition of assets) for that period determined in accordance with GAAP; provided however,
that if such Person owns an interest in a non-consolidated Person or in any Unrestricted Subsidiary that is a Metro District (each,
a "Non-Consolidated Entity"), then such equity interest shall not be accounted for under the equity method of accounting, but the
"Net Income" of such Person or group shall be increased to the extent cash is distributed to such Person or group by any such
Non-Consolidated Entity during such period and shall be decreased to the extent cash is contributed in the form of equity to such
Non-Consolidated Entity in order to fund losses of such Non-Con solidated Entity during such period.

Net Proceeds means, with respect to the issuance of equity securities, the cash and non-cash proceeds received from such
issuance, net of attorneys' fees, investment banking fees, accountants fees, underwriting discounts and commissions and other
customary fees and expenses actually incurred in connection with such issuance (other than fees, discounts, commissions, and
expenses paid to an Affiliate of such Person).

Non-Cash Operating Charges means depreciation expense, amortization expense, and any other non-cash charges determined in
accordance with GAAP.

Nonrenewal Notice Date has the meaning set forth in Section 2.3(b)(iii).

Notes means, collectively, the Revolver Notes and the Term Loan Notes.

Obligation means all present and future indebtedness and obligations, and all renewals, increases and extensions thereof, or any
part thereof, now or hereafter owed to Administrative Agent and Lenders by the Companies under the Loan Papers, together with
all interest accruing thereon, fees, costs and expenses (including, without limitation, all attorneys' fees and expenses incurred in
the enforcement or collection thereof) payable under the Loan Papers or in connection with the protection of Rights under the
Loan Papers; provided that, all references to the Obligation in the Security Documents and in Sections 3.8 and 3.10 herein shall,
in addition to the foregoing, also include all present and future indebtedness, liabilities, and obligations (and all renewals and
extensions thereof or any part thereof) now or hereafter owed to any Lender or any Affiliate of a Lender arising from, by virtue
of, or pursuant to any Fi nancial Hedge entered into by any Restricted Company.

Original Agreement is defined in the Recitals to this Agreement.

Participant is defined in Section 14.14(d).

PBGC means the Pension Benefit Guaranty Corporation, or any successor thereof, established under ERISA.

Permitted Debt means:

a. the Obligation;

b. Debt of any Company which is listed on Part B of Schedule 2.3;

c. Debt of any Company arising from endorsing negotiable instruments for collection in the ordinary course of
business;

d. Subordinated Debt (and guarantees by Restricted Companies of Subordinated Debt of other Restricted
Companies, if such guarantees are subordinated to the payment and collection of the Obligation on the same
terms as such Subordinated Debt or otherwise upon terms satisfactory to Administrative Agent);

e. in addition to the foregoing, (i) Debt of Unrestricted Subsidiaries which is non-recourse to the Restricted
Companies and their assets, unless otherwise included in clause (iii) hereof, (ii) Debt of any Company arising
under or pursuant to the Existing Bonds to which any such Company is a party, (iii) Debt of any Company
arising under or pursuant to the Additional Bonds to which any such Company is a party, so long as after
giving effect to the incurrence of such Debt and, without duplication, Debt incurred by Borrower or any other
Company in support thereof, (A) the Companies are in pro forma compliance with all financial covenants set
forth in Section 10.1 herein, and (B) no Default or Potential Default exists or would result after giving effect
thereto, (iv) fees and other amounts payable under the Forest Service Permits in the ordinary course of
business, and (v) inter-company Debt between Restricted Companies;

f. up to $12,975,000 of Debt arising under the guaranty by Borrower of amounts owed by SSI under its Credit
Agreement dated as of December 30, 1999, as amended, restated or supplemented from time to time (with any
remaining Debt under such guaranty permitted only to the extent permitted under clause (g) below); and



g. in addition to the foregoing, the sum of (i) $100,000,000 and (ii) at such time as the SSI guaranty in clause (f)
above is or has been terminated in full, such that Borrower has no obligations thereunder, $13,000,000, less
any amount paid by Borrower, if any, under such guaranty.

Permitted Liens means:

a. Liens created by the Security Documents or other Liens securing the Obligation, and so long as the Obligation
is ratably secured therewith, Liens securing Debt incurred by any Company under any Financial Hedge with
any Lender or an Affiliate of any Lender to the extent permitted under Section 9.8(i);

b. Liens created by, or pursuant to, the Forest Service Permit Agreements for the benefit of the holders of the Vail
Bonds and Liens on the amounts in the Bond Fund established and maintained in accordance with the
provisions of the documents executed in connection with the issuance of the Vail Bonds (and Liens created on
all or any portion of the same assets in connection with any refinancing of such bonds);

c. Liens on the amounts in the Bond Fund, Redemption Fund and Rebate Fund established and maintained in
accordance with the provisions of the documents executed in connection with the issuance of the Summit
Bonds (and Liens created on all or any portion of the same assets in connection with any refinancing of such
bonds);

d. Liens on assets of Unrestricted Subsidiaries securing (i) Debt which is non-recourse (other than with respect to
the L/C listed on Schedule 2.3 supporting obligations of SSI) to the Restricted Companies and their assets (to
the extent not otherwise included in clause (e) below), and (ii) Debt arising under or pursuant to any Existing
Bond Document to which any such Unrestricted Subsidiary is a party;

e. Liens on assets of any Company securing Permitted Debt arising under or pursuant to any Additional Bond
Documents to which any such Company is a party;

f. purchase money liens which encumber only the assets acquired;

g. pledges or deposits made to secure payment of workers' compensation, unemployment insurance or other
forms of governmental insurance or benefits (other than ERISA) or to participate in any fund in connection
with workers' compensation, unemployment insurance, pensions (other than ERISA) or other social security
programs;

h. good-faith pledges or deposits made to secure performance of bids, tenders, contracts (other than for the
repayment of borrowed money) or leases, or to secure statutory obligations, surety or appeal bonds or
indemnity, performance or other similar bonds in the ordinary course of business;

i. encumbrances and restrictions on the use of real property which do not materially impair the use thereof;

j. the following, if either (1) no amounts are due and payable and no Lien has been filed or agreed to, or (2) the
validity or amount thereof is being contested in good faith by lawful proceedings diligently conducted, reserve
or other provision required by GAAP has been made, levy and execution thereon have been (and continue to
be) stayed or payment thereof is covered in full (subject to the customary deductible) by insurance: (i) Liens
for Taxes; (ii) Liens upon, and defects of title to, property, including any attachment of property or other legal
process prior to adjudication of a dispute on the merits; (iii) Liens imposed by operation of law (including,
without limitation, Liens of mechanics, materialmen, warehousemen, carriers and landlords, and similar
Liens); and (iv) adverse judgments on appeal;

k. any interest or title of a lessor or licensor in assets being leased or licensed to a Company;

l. licenses, leases or subleases granted to third Persons which do not interfere in any material respect with the
business conducted by the Companies;

m. any Lien on any asset of any entity that becomes a Subsidiary of VRI, which Lien exists at the time such entity
becomes a Subsidiary of VRI, so long as (i) any such Lien was not created in contemplation of such
acquisition, merger, or consolidation, and (ii)  any such Lien does not and shall not extend to any asset other
than the assets secured immediately prior to the acquisition in formation of such Subsidiary;

n. in respect of Water Rights, the provisions of the instruments evidencing such Water Rights and any matter
affecting such Water Rights which does not affect the Companies' rights to sufficient quantity and quality of
water to conduct business as in effect on the date hereof or any expansion planned as of the date hereof
(including, without limitation, any Lien of the Colorado Water Conservation Board, or its successors and
assigns, on stock owned by any Company in a Colorado ditch and reservoir company formed in accordance
with the Colorado Corporation Code, as amended);

o. in respect of the Forest Service Permits, the provisions of the instruments evidencing such permits and all
rights of the U.S. and its agencies with respect thereto or with respect to the land affected thereby; and

p. Liens on cash accounts not to exceed $250,000 in the aggregate at the FirstBank of Vail established in
connection with collateralizing a portion, if any, of certain second mortgage loans made by such bank, and
guaranteed by Borrower, as part of the Vail Associates Home Mortgage Program for Borrower's employees.

Person means any individual, partnership, entity or Tribunal.



Pledge Agreement means a pledge agreement substantially in the form of attached Exhibit F.

Potential Default means the occurrence of any event or existence of any circumstance that would, upon notice or lapse of time or
both, become a Default.

Principal Debt means, at any time, the sum of the Revolver Principal Debt and Term Loan Principal Debt.

Pro Rata or Pro Rata Part, for each Lender, means on any date of determination (a) for purposes of sharing any amount or fee
payable to any Lender in respect of a specific Facility (or subfacility thereof), the proportion which the portion of the Principal
Debt for the applicable Facility (or subfacility thereof) owed to such Lender (whether held directly or through a participation in
respect of the L/C Subfacility and determined after giving effect thereto) bears to the Principal Debt under the applicable Facility
(or subfacility thereof) owed to all Lenders at the time in question, and (b) for all other purposes, the proportion which the portion
of the Principal Debt owed to such Lender bears to the Principal Debt owed to all Lenders at the time in question, or if no
Principal Debt is outstanding, then the proportion that the aggregate of such Lender's Committed Sums then in effect under the
Facilities bears to the Total Commitment then in effect.

Purchase Price means, with respect to any acquisition or merger consummated in accordance with the provisions of Section 9.11
herein, all (a) direct and indirect cash payments, and (b) deferred cash payments determined by Borrower to be reasonably likely
to be payable following the closing date of such acquisition or merger, which payments pursuant to clauses (a) and (b) herein are
made to or for the benefit of the Person being acquired (or whose assets are being acquired), its shareholders, or its Affiliates in
connection with such acquisition or merger, including, without limitation, the amount of any Debt being assumed in connection
with such acquisition or merger (and subject to the limitations on Permitted Debt hereunder) or seller financing, and excluding,
without limitation, payments to Affiliates of the Person being acquired (or whose assets are being acquired) for usual and
customary transitional services or other operating s ervices provided by such Affiliates of the Person being acquired (or whose
assets are being acquired) pursuant to agreements that have been entered into in good faith by the parties thereto.

Qualifying Metro District means any Metro District that is deemed to be a Subsidiary of VRI solely as a result of the
consolidation of such Metro District's financial results in the consolidated financial statements of VRI as a result of any such
Metro District being classified as a "variable interest entity" in accordance with FASB Interpretation No. 46.

Quarterly Date means each January 31, April 30, July 31 and October 31; provided, that if any such Quarterly Date is not a
Business Day, the provisions of Section 14.2 shall apply to payments required on such day.

Representatives means representatives, officers, directors, employees, attorneys and agents.

Required Capital Expenditures means $30,000,000.

Required Lenders means Lenders holding more than (a) 50% of the Total Commitment, if no Default or Potential Default exists,
or (b) 50% of the outstanding Principal Debt, if a Default or Potential Default exists.

Required Revolver Lenders means Revolver Lenders holding more than (a) 50% of the Revolver Commitment, if no Default or
Potential Default exists, or (b) 50% of the outstanding Revolver Principal Debt, if a Default or Potential Default exists.

Reserve Requirement means, with respect to any LIBOR Loan for the relevant Interest Period, the maximum rate at which
reserves (including, without limitation, any marginal, special, supplemental, or emergency reserves) are required to be maintained
under regulations issued from time to time by the Board of Governors of the Federal Reserve System (or any successor) by
member banks of the Federal Reserve System against "Eurocurrency liabilities" (as such term is used in Regulation D). Without
limiting the effect of the foregoing, the Reserve Requirement shall reflect any other reserves required to be maintained by such
member banks with respect to (i) any category of liabilities which includes deposits by reference to which LIBOR is to be
determined, or (ii) any category of extensions of credit or other assets which include LIBOR Loans. LIBOR shall be adjusted
automatically on and as of the effective date of any change in the Reserve Requirement.

Resort EBITDA means (a) the sum of (i) EBITDA of the Restricted Companies, plus (ii) EBITDA of SSI (to the extent of
Borrower's membership interests in SSI), plus (iii) insurance proceeds (up to a maximum of $10,000,000 in the aggregate in any
fiscal year) received by the Restricted Companies under policies of business interruption insurance (or under policies of insurance
which cover losses or claims of the same character or type), minus (b) EBITDA of the Restricted Companies related to real estate
activities; it being understood that for purposes of this definition, the Restricted Companies engaged in VRI's lodging segment
shall not be deemed to be engaged in real estate activities.

Responsible Officer means the chairman, president, chief executive officer or chief financial officer of Borrower.

Restricted Companies means VRI, VHI, Borrower and all of VRI's other direct and indirect Subsidiaries (other than Unrestricted
Subsidiaries), and Restricted Company means any of the Restricted Companies.

Restricted Subsidiaries means VHI, Borrower and all of VRI's other direct and indirect Subsidiaries (other than Unrestricted
Subsidiaries), and Restricted Subsidiary means any of the Restricted Subsidiaries.

Revolver Commitment means an amount (subject to reduction or cancellation as herein provided) equal to $325,000,000.

Revolver Commitment Usage means, at the time of any determination thereof, the sum of (a) the aggregate Revolver Principal
Debt plus, without duplication, (b) the L/C Exposure.

Revolver Facility means the credit facility as described in and subject to the limitations set forth in Section 2.1 hereof, including
the L/C Subfacility.



Revolver Lenders means, collectively, on any date of determination, Lenders having Committed Sums under the Revolver
Facility or that are owed Revolver Principal Debt.

Revolver Loan means any Loan made under the Revolver Facility.

Revolver Note means a promissory note in substantially the form of Exhibit A-1, and all renewals and extensions of all or any
part thereof.

Revolver Principal Debt means, on any date of determination, the aggregate unpaid principal balance of all Revolver Loans,
together with the aggregate unpaid reimbursement obligations of Borrower in respect of drawings under any L/C (including,
without limitation, any L/C Borrowing).

Rights means rights, remedies, powers, privileges and benefits.

S&P means Standard & Poor's Ratings Group (a division of The McGraw Hill Companies, Inc.).

Security Documents means, collectively, (a) each Pledge Agreement, any security agreement, mortgage, deed of trust, control
agreement, or other agreement or document, together with all related financing statements and stock powers, in form and
substance reasonably satisfactory to Administrative Agent and its legal counsel, executed and delivered by any Person in
connection with this Agreement to create a Lien in favor of Lenders on any of its real or personal property, as amended,
supplemented or restated; and (b) with respect to each Bond L/C, the trust indenture entered into in connection with such Bond
L/C, and such other agreements and documents delivered by the Issuer (as defined in the applicable Bond L/C) and the applicable
Trustee, pursuant to which such Issuer's interest in the Trust Estate (as defined in the applicable trust indenture) and, upon
payment in full of the applicable Bonds, such Trustee's interest in the applicable Bond Documents, are assigned to the app licable
L/C Issuer as security for payment of such Bonds.

Senior Debt means Funded Debt other than Subordinated Debt.

Senior Subordinated Debt Indentures means, collectively, (a) the Indenture dated as of May 11, 1999, between VRI, as Issuer,
United States Trust Company of New York, as Trustee, and certain of VRI's Subsidiaries, as guarantors, as supplemented from
time to time, and (b) the Indenture dated as of November 21, 2001, between VRI, as Issuer, The Bank of New York, as Trustee,
and certain of VRI's Subsidiaries, as guarantors, as supplemented from time to time.

Service means the U.S. Department of Agriculture Forest Service or any successor agency.

Shareholders' Equity means, as of any date of determination for the Restricted Companies on a consolidated basis, shareholders'
equity as of that date determined in accordance with GAAP.

Smith Creek L/Cs means the $19,625,206 irrevocable transferable L/C and the $9,971,726 irrevocable transferable L/C, each
expiring October 31, 2004, and issued by the applicable L/C Issuer to Colorado National Bank and any successor thereto as
Trustee under the 1995 Trust Indenture with Smith Creek Metropolitan District as Issuer, as supplemented by the 1997 First
Supplemental Trust Indenture, relating to the Smith Creek Metropolitan District, Eagle County, Colorado, Variable Rate Revenue
Bonds, Series 1995 and Series 1997 (in the amount of $27,900,000 in the aggregate), under the terms of which such Trustee is,
subject to the terms and conditions set forth therein, entitled to draw, with respect to the applicable series of Bonds, up to (a) an
amount sufficient to pay (i) the principal of the "Outstanding Bonds" (as defined in such Indenture) when due, or (ii) the portion
of the purchase price of Outstanding Bonds tendered or deemed tendered for purchase in accordance with s uch Indenture and not
subsequently remarketed corresponding to the principal amount of such Bonds, plus (b) an amount equal to approximately 185
days of accrued interest on the Outstanding Bonds (at 12% per annum or such higher rate as such Trustee may designate in
accordance with such Indenture), to pay (i) interest on the Outstanding Bonds when due, or (ii) the portion of the purchase price
of Outstanding Bonds tendered or deemed tendered for purchase in accordance with such Indenture and not subsequently
remarketed corresponding to accrued interest, as such L/C may be renewed, extended, increased or amended from time to time in
accordance with the Loan Papers.

Solvent means, as to a Person, that (a) the aggregate fair market value of its assets exceeds its liabilities (whether contingent,
subordinated, unmatured, unliquidated, or otherwise), (b) it has sufficient cash flow to enable it to pay its Debts as they mature,
and (c) it does not have unreasonably small capital to conduct its businesses.

SSI means SSI Venture LLC, a Colorado limited liability company doing business as "Specialty Sports Venture" and an
Unrestricted Subsidiary of Borrower.

Subject Taxes has the meaning set forth in Section 3.15.

Subordinated Debt means any unsecured indebtedness for borrowed money for which a Company is directly and primarily
obligated, so long as such Debt (a) does not have any stated maturity before the latest maturity of any part of the Obligation, (b)
has terms that are no more restrictive upon the Company than the terms of the Loan Papers, and (c) is subordinated, upon terms
satisfactory to Administrative Agent, to the payment and collection of the Obligation; and, in any event, Subordinated Debt
includes notes, guarantees and all other obligations now or hereafter arising under or pursuant to the Senior Subordinated Debt
Indentures (or any other indenture that contains the same material terms as the Senior Subordinated Debt Indentures).

Subsidiary means (a) with respect to any Person, any corporation or other entity of which securities or other ownership interests
having ordinary voting power to elect a majority of the board of directors or other persons performing similar functions are at the
time directly or indirectly owned by such Person, and (b) to the extent that the financial results of any Metro District are included
in the consolidated financial statements of VRI as a result of any such Person being classified as a "variable interest entity" in
accordance with FASB Interpretation No. 46, each such Metro District.



Summit Bonds means (a) the Summit County, Colorado, Sports Facilities Refunding Revenue Bonds (Keystone Resorts
Management, Inc. Project) Series 1990, in the original principal amount of $20,360,000 (of which, approximately $19,000,000 is
outstanding on the date hereof), (b) the Summit County, Colorado, Sports Facilities Refunding Revenue Bonds (Keystone Resorts
Management, Inc. Project) Series 1991, in the original principal amount of $3,000,000 ($1,500,000 of which remains outstanding
on the date hereof), and (c) refinancings of any of the foregoing.

Syndication Agent means Fleet National Bank, in its capacity as syndication agent hereunder.

Tarnes L/C means the $8,116,667 irrevocable transferable L/C expiring October 31, 2004, issued by the applicable L/C Issuer to
U.S. Bank National Association and any successor thereto as Trustee under the 1999 Trust Indenture with Eagle County,
Colorado, as Issuer, relating to approximately $10,410,000 of Eagle County, Colorado, Taxable Housing Facilities Revenue
Bonds (The Tarnes at BC, LLC Project), Series 1999A, under the terms of which such Trustee is, subject to the terms and
conditions set forth therein, entitled to draw up to (a) an amount sufficient to pay (i) the principal of such Bonds when due, or (ii)
the portion of the purchase price of such Bonds tendered or deemed tendered for purchase in accordance with such Indenture and
not subsequently remarketed corresponding to the principal amount of such Bonds, plus (b) an amount equal to approximately 35
days of accrued interest on such Bonds (at up to 15% per annum), to pay (i) interest on such Bonds when due, or (ii) the portion
of the purchase price of such Bonds tendered or deemed tendered for purchase in accordance with such Indenture and not
subsequently remarketed corresponding to accrued interest, as such L/C may be renewed, extended, increased or amended from
time to time in accordance with the Loan Papers.

Taxes means, for any Person, taxes, assessments or other governmental charges or levies imposed upon it, its income, or any of its
properties, franchises or assets.

Tenderfoot Housing L/C means the $5,783,125 irrevocable transferable L/C expiring October 31, 2004, issued by the applicable
L/C Issuer to U.S. Bank National Association and any successor thereto as Trustee under the Trust Indenture dated as of June 1,
2001 with Tenderfoot Seasonal Housing, LLC, pursuant to which $11,585,000 in aggregate principal amount of the Tenderfoot
Seasonal Housing, LLC Taxable Housing Facilities Notes (Tenderfoot Seasonal Housing, LLC Project), Series 200A, are being
issued and delivered by Tenderfoot Seasonal Housing, LLC, a Colorado limited liability company, under the terms of which such
Trustee is, subject to the terms and conditions set forth therein, entitled to draw, with respect to such Notes, up to (a) an amount
sufficient to pay (i) the principal of such Notes when due, or (ii) the portion of the purchase price of such Notes tendered or
deemed tendered for purchase in accordance with such Indenture corresponding to the principal amount of su ch Notes, plus (b)
an amount not to exceed $83,125 of accrued interest on such Notes, to pay (i) interest on such Notes when due, or (ii) the portion
of the purchase price of such Notes tendered or deemed tendered for purchase which corresponds to the accrued interest on the
principal amount of such Notes, as such L/C may be renewed, extended, increased or amended from time to time in accordance
with the Loan Papers.

Term Loan means any Loan made under the Term Loan Facility.

Term Loan Commitment means an amount (subject to reduction or cancellation as herein provided) equal to $100,000,000.

Term Loan Facility means the credit facility as described in and subject to the limitations set forth in Section 2.1(b) hereof.

Term Loan Lenders means, collectively, on any date of determination, Lenders having Committed Sums under the Term Loan
Facility or that are owed any Term Loan Principal Debt.

Term Loan Note means a promissory note substantially in the form of Exhibit A-2, and all renewals and extensions of all or any
part thereof.

Term Loan Principal Debt means, on any date of determination, the aggregate unpaid principal balance of all Loans under the
Term Loan Facility.

Termination Date means (a) for purposes of the Revolver Facility, the earlier of (i) June 8, 2007, and (ii) the effective date that
Revolver Lenders' Revolver Commitments are otherwise canceled or terminated, and (b) for purposes of the Term Loan Facility,
(i) the earlier of December 10, 2008, and (ii) the effective date of any other termination, cancellation or acceleration of the Term
Loan Facility.

Threshold Amount means $25,000,000.

Total Assets means, as of any date of determination for the Restricted Companies on a consolidated basis, all assets of the
Restricted Companies (as determined in accordance with GAAP).

Total Commitment means, at any time, the sum of all Committed Sums in effect for all Lenders in respect of the Revolver Facility
and the Term Loan Facility (as reduced or canceled under this Agreement).

Tribunal means any nation or government, any state or other political subdivision thereof, any agency, authority, instrumentality,
regulatory body, court, administrative tribunal, central bank or other entity exercising executive, legislative, judicial, taxing,
regulatory or administrative powers or functions of or pertaining to government.

Trustee means any Trustee designated as the beneficiary of a Bond L/C.

Type means any type of Loan determined with respect to the applicable interest option.

Unreimbursed Amount has the meaning set forth in Section 2.3(c)(i).



Unrestricted Subsidiary means any existing Subsidiary or newly-formed Subsidiary created by Borrower pursuant to Section
8.10 (which may be a partnership, joint venture, corporation, limited liability company or other entity) (a) which does not own
any Forest Service Permit or the stock of any Restricted Company or any Critical Assets, (b) which has (and whose other
partners, joint venturers, members or shareholders have) no Debt or other material obligation which is recourse to any Restricted
Company or to the assets of any Restricted Company (other than with respect to limited guarantees or other recourse agreements
of the Restricted Companies which are permitted to be incurred under this Agreement under clauses (f) or (g) of the definition of
"Permitted Debt"), and (c) which has been designated by Borrower as an Unrestricted Subsidiary by notice to Administrative
Agent. Subject to Section 14.12(h), Administrativ e Agent shall execute documentation reasonably required to release any
Restricted Subsidiary which is redesignated by Borrower as an Unrestricted Subsidiary from its Guaranty. As of the Closing Date
the Unrestricted Subsidiaries are Eagle Park Reservoir Company, SSI Venture LLC, Boulder/Beaver, LLC, Colter Bay
Corporation, Gros Ventre Utility Company, Jackson Lake Lodge Corporation, Jenny Lake Lodge, Inc., Forest Ridge Holdings,
Inc., Resort Technology Partners LLC, and RT Partners, Inc. To the extent that the financial results of any Existing Metro District
are included in the consolidated financial statements of VRI solely as a result of any such entity being classified as a "variable
interest entity" in accordance with FASB Interpretation No. 46, each such Existing Metro District shall be deemed an
"Unrestricted Subsidiary," so long as (x) no Default or Event of Default exists or arises as a result of such designation, (y) such
Existing Metro District does not own any Forest Service Permit or Cr itical Assets, and (z) no Additional Bonds are issued by
such Existing Metro District.

U.S. means the United States of America.

Vail Bonds means (a) the Eagle County, Colorado Sports Facilities Revenue Refunding Bonds Series 1998, in the original
principal amount of $41,200,000 and (b) refinancings of any of the foregoing.

Vail Summit Resorts means Vail Summit Resorts, Inc. (f/k/a "Ralston Resorts, Inc."), a Colorado corporation and a Wholly
Owned Subsidiary of Borrower.

VHI means Vail Holdings, Inc., a Colorado corporation and the direct owner of Borrower.

VRI means Vail Resorts, Inc., a Delaware corporation and the indirect owner of Borrower.

Water Rights means all water rights and conditional water rights that are appurtenant to real property owned by the Companies or
that have been used or are intended for use in connection with the conduct of the business of the Companies, including but not
limited to (a) ditch, well, pipeline, spring and reservoir rights, whether or not adjudicated or evidenced by any well or other
permit, (b) all rights with respect to groundwater underlying any real property owned by the Companies, (c) any permit to
construct any water well, water from which is intended to be used in connection with such real property, and (d) all right, title and
interest of the Companies under any decreed or pending plan of augmentation or water exchange plan.

Wholly Owned when used in connection with any Subsidiary means any corporation, partnership, limited liability company, or
other entity of which all of the equity securities or other ownership interests are owned, directly or indirectly, by VRI, Borrower,
or one or more of their Wholly Owned Restricted Subsidiaries.

 

2. Number and Gender of Words.

(a) The meanings of defined terms are equally applicable to the singular and plural forms of the defined terms.

(b) (i) The words "herein," "hereto," "hereof" and "hereunder" and words of similar import when used in any Loan Paper shall
refer to such Loan Paper as a whole and not to any particular provision thereof.

(ii) Article, Section, Exhibit and Schedule references are to the Loan Papers in which such reference appears.

(iii) The term "including" is by way of example and not limitation.

(iv) The terms "documents" and "papers" includes any and all instruments, documents, agreements, certificates, notices, reports,
financial statements and other writings, however evidenced, whether in physical or electronic form.

(c) In the computation of periods of time from a specified date to a later specified date, the word "from" means "from and
including"; the words "to" and "until" each mean "to but excluding"; and the word "through" means "to and including."

(d) Section headings herein and in the other Loan Papers are included for convenience of reference only and shall not affect the
interpretation of this Agreement or any other Loan Papers.

3. Accounting Principles.

(a) Under the Loan Papers and any documents delivered thereunder, unless otherwise stated, (i) all accounting terms not
specifically or completely defined herein shall be construed in conformity with, and all financial data (including financial ratios
and other financial calculations) required to be submitted pursuant to this Agreement shall be prepared in conformity with, GAAP
applied on a consistent basis, as in effect from time to time, applied in a manner consistent with that used in preparing the audited
Financial Statements delivered pursuant to Section 8.1, (ii) all accounting principles applied in a current period must be
comparable in all material respects to those applied during the preceding comparable period, and (iii) while VRI has any
consolidated Restricted Subsidiaries, all accounting and financial terms and compliance with financial covenants must be on a
consolidating and consolidated basis, as applicable.



(b) If at any time any change in GAAP would affect the computation of any financial ratio or requirement set forth in any Loan
Paper, and either Borrower or Required Lenders shall so request, Administrative Agent, Lenders and Borrower shall negotiate in
good faith to amend such ratio or requirement to preserve the original intent thereof in light of such change in GAAP (subject to
the approval of Required Lenders); provided that, until so amended, (i) such ratio or requirement shall continue to be computed in
accordance with GAAP prior to such change therein, and (ii) Borrower shall provide to Administrative Agent and Lenders
financial statements and other documents required under this Agreement or as reasonably requested hereunder setting forth a
reconciliation between calculations of such ratio or requirement made before and after giving effect to such change in GAAP.

4. Rounding.

Any financial ratios required to be maintained by the Companies pursuant to this Agreement shall be calculated by dividing the
appropriate component by the other component, carrying the result to one place more than the number of places by which such
ratio is expressed herein and rounding the result up or down to the nearest number (with a rounding-up if there is no nearest
number).

5. References to Agreements and Laws.

Unless otherwise expressly provided herein, (a) references to organization documents, agreements (including the Loan Papers)
and other contractual instruments shall be deemed to include all subsequent amendments, restatements, extensions, supplements
and other modifications thereto, but only to the extent that such amendments, restatements, extensions, supplements and other
modifications are not prohibited by any Loan Papers, and (b) references to any Law shall include all statutory and regulatory
provisions consolidating, amending, replacing, supplementing or interpreting such Law.

6. Times of Day.

Unless otherwise specified, all references herein to times of day shall be references to central time (daylight or standard, as
applicable).

7. L/C Amounts.

Unless otherwise specified, all references herein to the amount of an L/C any time shall be deemed to mean the maximum face amount
of such L/C after giving effect to all increases thereof contemplated by such L/C or the L/C Application therefor, whether or not such
maximum face amount is in effect at such time.

2. COMMITMENT.

1. Credit Facility.

(a) Subject to the provisions in the Loan Papers, each Revolver Lender hereby severally and not jointly agrees to lend to
Borrower its Commitment Percentage of one or more Revolver Loans in an aggregate principal amount outstanding at any time
up to such Revolver Lender's Committed Sum under the Revolver Facility; provided that: (i) each Revolver Loan must occur on a
Business Day and no later than the Business Day immediately preceding the Termination Date for the Revolver Facility; (ii) each
Revolver Loan must be in an amount not less than (A) $500,000 or a greater integral multiple of $100,000 (if a Base Rate Loan),
or (B) $1,000,000 or a greater integral multiple of $100,000 (if a LIBOR Loan); and (iii) on any date of determination, after
giving effect to the requested Loan, (A) Revolver Commitment Usage may not exceed the Revolver Commitment then in effect,
and (B) for any Revolver Lender, its Commitment Percentage or the Revolver Commitment Usage may not exce ed such
Revolver Lender's Committed Sum for the Revolver Facility. Revolver Loans may be repaid or reborrowed from time to time in
accordance with the terms and provisions of the Loan Papers.

(b) Subject to and in reliance upon the terms, conditions, representations, and warranties in the Loan Papers, each Term
Loan Lender severally, but not jointly, agrees to lend to Borrower in a single advance on the Closing Date, such Term Loan
Lender's Commitment Percentage of the Term Loan Commitment. If all or any portion of the Term Loan Principal Debt is paid or
prepaid, then the amount so paid or prepaid may not be reborrowed.

2. Loan Procedure.

(a) Each borrowing of Loans hereunder, conversion of Loans from one Type to the other, and each continuation of LIBOR Loans
shall be made upon Borrower's irrevocable notice to Administrative Agent, which may be given by telephone. Each such notice
must be received by Administrative Agent not later than 11:00 a.m. (i) three Business Days prior to the requested date of any
Loan of, conversion to, or continuation of LIBOR Loans or of any conversion of LIBOR Loans to Base Rate Loans, and (ii) on
the requested date of any Loan of Base Rate Loans. Each telephonic notice by Borrower pursuant to this Section 2.2 must be
confirmed promptly by delivery to Administrative Agent of a written Loan Notice, appropriately completed and signed by a
Responsible Officer of Borrower. Each borrowing of, conversion to, or continuation of LIBOR Loans shall be in amounts set
forth in Section 2.1. Each Loan Notice (whether telephonic or written) shall specify (i) whether Borrower is requesting a Loan, a
conversion of Loans from one Type to the other, or a continuation of LIBOR Loans, (ii) the requested date of the borrowing (such
date a "Loan Date"), conversion or continuation, as the case may be (which shall be a Business Day), (iii) the principal amount of
Loans to be borrowed, converted or continued, (iv) the Type of Loans to be borrowed or to which existing Loans are to be
converted, and (v) if applicable, the duration of the Interest Period with respect thereto. If Borrower fails to specify a Type of
Loan in a Loan Notice or if Borrower fails to give a timely notice requesting a conversion or continuation, then the applicable
Loans shall be made as, or converted to, Base Rate Loans. Any such automatic conversion to Base Rate Loans shall be effective
as of the last day of the Interest Period then in effect with respect to the applicable LIBOR Loans. If Borrower requests a
borrowing of, conversion to, or continuation of LIBOR Loans in any such Loan Notice, but fai ls to specify an Interest Period, it
will be deemed to have specified an Interest Period of one month. Administrative Agent shall promptly notify each Lender of its
receipt of any Loan Notice and its contents.



(b) Each Lender shall remit its applicable Commitment Percentage of each requested Loan to Administrative Agent's principal
office in Dallas, Texas, in funds that are available for immediate use by Administrative Agent by 11:00 a.m. on the applicable
Loan Date. Subject to receipt of such funds, Administrative Agent shall (unless to its actual knowledge any of the applicable
conditions precedent have not been satisfied by Borrower or waived by Required Lenders) make such funds available to
Borrower as directed in the Loan Notice; provided however, that if on the date of such Loan Notice there are L/C Borrowings
outstanding, then the proceeds of such Loans shall be provided, first, to the payment in full of any such L/C Borrowing, and then,
to Borrower as provided herein.

(c) Unless Borrower or any Lender has notified Administrative Agent, prior to the date any payment is required to be made by it
to Administrative Agent hereunder, that Borrower or such Lender, as the case may be, will not make such payment,
Administrative Agent may assume that Borrower or such Lender, as the case may be, has timely made such payment and may
(but shall not be so required to), in reliance thereon, make available a corresponding amount to the Person entitled thereto. If and
to the extent that such payment was not in fact made to Administrative Agent in immediately available funds, then:

(i) if Borrower failed to make such payment, each Lender shall forthwith on demand repay to Administrative Agent the portion of
such assumed payment that was made available to such Lender in immediately available funds, together with interest thereon in
respect of each day from and including the date such amount was made available by Administrative Agent to such Lender to the
date such amount is repaid to Administrative Agent in immediately available funds at the Federal Funds Rate from time to time in
effect; and

(ii) if any Lender failed to make such payment, such Lender shall forthwith on demand pay to Administrative Agent the amount
thereof in immediately available funds, together with interest thereon for the period from the date such amount was made
available by Administrative Agent to Borrower to the date such amount is recovered by Administrative Agent (the
"Compensation Period") at a rate per annum equal to the Federal Funds Rate from time to time in effect. If such Lender pays
such amount to Administrative Agent, then such amount shall constitute such Lender's Loan under the applicable Facility. If such
Lender does not pay such amount forthwith upon Administrative Agent's demand therefor, Administrative Agent may make a
demand therefor upon Borrower, and Borrower shall pay such amount to Administrative Agent, together with interest thereon for
the Compensation Period at a rate per annum equal to the rate of interest applicable to the applicable Loan. Nothing herein shall
be deemed to relieve any Lender from its obligation to fulfill its Revolver Commitment or Term Loan Commitment, or both, or to
prejudice any rights which Administrative Agent or Borrower may have against any Lender as a result of any default by such
Lender hereunder.

A notice of Administrative Agent to any Lender or Borrower with respect to any amount owing under this clause (c) shall be
conclusive, absent manifest error.

3. L/C Subfacility.

(a) The L/C Commitment.

(i) Subject to the terms and conditions set forth herein, (A) each L/C Issuer agrees, in reliance upon the agreements of the other
Revolver Lenders set forth in this Section 2.3, (1) from time to time on any Business Day during the period from the Closing Date until
the L/C Expiration Date, to issue L/Cs for the account of Borrower, and to amend or renew L/Cs previously issued by it, in accordance
with subsection (b) below, and (2) to honor sight drafts under the L/Cs; and (B) Revolver Lenders severally agree to participate in L/Cs
issued for the account of Borrower; provided that no L/C Issuer shall be obligated to make any L/C Credit Extension with respect to any
L/C, and no Revolver Lender shall be obligated to participate in any L/C, if as of the date of such L/C Credit Extension (after giving
effect to any proposed L/C Credit Extension on such date), (x) the Revolver Commitment Usage would exceed the Revolver
Commitment, (y) any Revolver Lender's Commitment Percentage of the Revolver Commitment Usage would exceed such Revolver
Lender's Committed Sum for the Revolver Facility, or (z) the L/C Exposure would exceed $150,000,000 (which amount is part of, and
not in addition to, the Revolver Commitment). Within the foregoing limits, and subject to the terms and conditions hereof, Borrower's
ability to obtain L/Cs shall be fully revolving; accordingly Borrower may, during the foregoing period, obtain L/Cs to replace L/Cs that
have expired or that have been drawn upon and reimbursed. All L/Cs existing on the Closing Date and set forth on Part A of Schedule
2.3 shall be deemed to have been issued pursuant hereto, and from and after the Closing Date shall be subject to and governed by the
terms and conditions hereof.

(ii) Neither L/C Issuer shall be under any obligation to issue any L/C if:

(A) any order, judgment or decree of any Tribunal or arbitrator shall by its terms purport to enjoin or restrain the applicable L/C Issuer
from issuing such L/C, or any Law applicable to the applicable L/C Issuer or any request or directive (whether or not having the force of
law) from any Tribunal with jurisdiction over the applicable L/C Issuer shall prohibit, or request that such L/C Issuer refrain from, the
issuance of letters of credit generally or such L/C in particular or shall impose upon the applicable L/C Issuer with respect to such L/C
any restriction, reserve or capital requirement (for which such L/C Issuer is not otherwise compensated hereunder) not in effect on the
Closing Date, or shall impose upon the applicable L/C Issuer any unreimbursed loss, cost or expense which was not applicable on the
Closing Date and which such L/C Issuer in good faith deems material to it;

(B) subject to Section 2.3(b)(iii), the expiry date of such requested L/C would occur more than thirteen months after the date of issuance
or last renewal, unless Required Revolver Lenders have approved such expiry date or unless the requested L/C is a Bond L/C, in which
case the Bond L/C will expire in accordance with the terms set forth in the applicable Bond L/C as approved by the applicable L/C
Issuer and Administrative Agent in accordance with Section 2.3(j);

(C) the expiry date of such requested L/C would occur after the L/C Expiration Date, unless Required Revolver Lenders have approved
such expiry date;

(D) the issuance of such L/C would violate one or more policies of the applicable L/C Issuer; or

(E) such L/C is to be denominated in a currency other than Dollars.



(iii) Neither L/C Issuer shall be under any obligation to amend any L/C if (A) such L/C Issuer would have no obligation at such time to
issue such L/C in its amended form under the terms hereof, or (B) the beneficiary of such L/C does not accept the proposed amendment
to such L/C.

(b) Procedures for Issuance and Amendment of Letters of Credit; Auto-Renewal Letters of Credit.

(i) Each L/C shall be issued or amended, as the case may be, upon the request of Borrower delivered to the applicable L/C Issuer (with a
copy to Administrative Agent) in the form of an L/C Agreement, appropriately completed and signed by a Responsible Officer of
Borrower. Such L/C Application must be received by the applicable L/C Issuer and Administrative Agent not later than 11:00 a.m. at
least two Business Days (or such later date and time as the applicable L/C Issuer may agree in a particular instance in its sole discretion)
prior to the proposed issuance date or date of amendment, as the case may be. In the case of a request for an initial issuance of an L/C,
such L/C Agreement shall specify in form and detail satisfactory to the applicable L/C Issuer: (A) the proposed issuance date of the
requested L/C (which shall be a Business Day); (B) the amount thereof; (C) the expiry date thereof; (D) the name and address of the
beneficiary thereof; (E) the documents to be presented by suc h beneficiary in case of any drawing thereunder; (F) the full text of any
certificate to be presented by such beneficiary in case of any drawing thereunder; and (G) such other matters as the L/C Issuer (or, in the
case of the Bond L/Cs, the applicable L/C Issuer or Administrative Agent) may require. In the case of a request for an amendment of
any outstanding L/C, such L/C Application shall specify in form and detail satisfactory to the applicable L/C Issuer (A) the L/C to be
amended; (B) the proposed date of amendment thereof (which shall be a Business Day); (C) the nature of the proposed amendment; and
(D) such other matters as the applicable L/C Issuer (or, in the case of the Bond L/Cs, the applicable L/C Issuer or Administrative Agent)
may require.

(ii) Promptly after receipt of any L/C Agreement, the applicable L/C Issuer will confirm with Administrative Agent (by telephone or in
writing) that Administrative Agent has received a copy of such L/C Application from Borrower and, if not, such L/C Issuer will provide
Administrative Agent with a copy thereof. Upon receipt by the applicable L/C Issuer of confirmation from Administrative Agent that
the requested issuance or amendment is permitted in accordance with the terms hereof, then, subject to the terms and conditions hereof,
such L/C Issuer shall, on the requested date, issue an L/C for the account of Borrower or enter into the applicable amendment, as the
case may be, in each case in accordance with such L/C Issuer's usual and customary business practices. Immediately upon the issuance
of each L/C, each Revolver Lender shall be deemed to, and hereby irrevocably and unconditionally agrees to, purchase from the
applicable L/C Issuer a risk participation in such L/C in an amount e qual to such Revolver Lender's Commitment Percentage
(determined with respect to the Revolver Facility) of the amount of such L/C.

(iii) If Borrower so requests in any applicable L/C Agreement, the applicable L/C Issuer may, in its sole and absolute discretion, agree
to issue an L/C that has automatic renewal provisions (each, an "Auto-Renewal L/C"); provided that any such Auto-Renewal L/C must
permit the applicable L/C Issuer to prevent any such renewal at least once in each twelve-month period (commencing with the date of
issuance of such L/C) by giving prior notice to the beneficiary thereof not later than a day (the "Nonrenewal Notice Date") in each such
twelve-month period to be agreed upon at the time such L/C is issued. Unless otherwise directed by the applicable L/C Issuer, Borrower
shall not be required to make a specific request to such L/C Issuer for any such renewal. Once an Auto-Renewal L/C has been issued,
Lenders shall be deemed to have authorized (but may not require) the applicable L/C Issuer to permit the renewal of such L/C at any
time to an expiry date not later than the L/C Expiration Date; provided, however, that the applicable L/C Issuer shall not permit any
such renewal if (A) the such L/C Issuer has determined that it would have no obligation at such time to issue such L/C in its renewed
form under the terms hereof (by reason of the provisions of Section 2.3(a)(ii) or otherwise), or (B) it has received notice (which may be
by telephone or in writing) on or before the day that is two Business Days before the Nonrenewal Notice Date (1) from Administrative
Agent that Required Revolver Lenders have elected not to permit such renewal or (2) from Administrative Agent, any Revolver Lender,
or Borrower that one or more of the applicable conditions specified in Section 6.2 is not then satisfied.

(iv) Promptly after its delivery of any L/C or any amendment to an L/C to an advising bank with respect thereto or to the beneficiary
thereof, the applicable L/C Issuer will also deliver to Borrower and Administrative Agent a true and complete copy of such L/C or
amendment.

(c) Drawings and Reimbursements; Funding of Participations.

(i) Upon receipt from the beneficiary of any L/C of any notice of a drawing under such L/C, the applicable L/C Issuer shall notify
Borrower and Administrative Agent thereof. Not later than 11:00 a.m. on the date of any payment by the applicable L/C Issuer under an
L/C (each such date, an "Honor Date"), Borrower shall reimburse such L/C Issuer through Administrative Agent in an amount equal to
the amount of such drawing. If Borrower fails to so reimburse such L/C Issuer by such time, Administrative Agent shall promptly notify
each Revolver Lender of the Honor Date, the amount of the unreimbursed drawing (the "Unreimbursed Amount"), and the amount of
such Revolver Lender's Commitment Percentage (based on the Revolver Facility) thereof. In such event, Borrower shall be deemed to
have requested a Base Rate Loan under the Revolver Facility to be disbursed on the Honor Date in an amount equal to the
Unreimbursed Amount, without regard to the minimum and multiple s specified in Section 2.1 for the principal amount of Base Rate
Loans, but subject to the amount of the unutilized portion of the Revolver Commitment and the conditions set forth in Section 6.2 (other
than the delivery of a Loan Notice). Any notice given by any L/C Issuer or Administrative Agent pursuant to this Section 2.3(c)(i) may
be given by telephone if immediately confirmed in writing; provided that the lack of such an immediate confirmation shall not affect the
conclusiveness or binding effect of such notice.

(ii) Each Revolver Lender (including any Revolver Lender acting as an L/C Issuer) shall upon any notice pursuant to Section 2.3(c)(i)
make funds available to Administrative Agent for the account of the applicable L/C Issuer at Administrative Agent's Office in an
amount equal to its Commitment Percentage (based on the Revolver Facility) of the Unreimbursed Amount not later than 1:00 p.m. on
the Business Day specified in such notice by Administrative Agent; whereupon, subject to the provisions of Section 2.3(c)(iii), each
Revolver Lender that so makes funds available shall be deemed to have made a Base Rate Loan under the Revolver Facility to
Borrower in such amount. Administrative Agent shall remit the funds so received to the applicable L/C Issuer.

(iii) With respect to any Unreimbursed Amount that is not fully refinanced by a Revolver Loan because the conditions set forth in
Section 6.2 cannot be satisfied or for any other reason, Borrower shall be deemed to have incurred from the applicable L/C Issuer an
L/C Borrowing in the amount of the Unreimbursed Amount that is not so refinanced, which L/C Borrowing shall be due and payable on



demand (together with interest) and shall bear interest at the Default Rate. In such event, each Revolver Lender's payment to
Administrative Agent for the account of the applicable L/C Issuer pursuant to Section 2.3(c)(ii) shall be deemed payment in respect of
its participation in such L/C Borrowing in satisfaction of its participation obligation under this Section 2.3.

(iv) Until each Revolver Lender funds its portion of a Revolver Loan or participation in an L/C Borrowing pursuant to this Section
2.3(c) to reimburse the applicable L/C Issuer for any amount drawn under any L/C, interest in respect of such Revolver Lender's
Commitment Percentage of such amount shall be solely for the account of the applicable L/C Issuer.

(v) Each Revolver Lender's obligation to reimburse the L/C Issuer for amounts drawn under Letters of Credit (whether by making a
Revolver Loans or funding its participation in an L/C Borrowing), as contemplated by this Section 2.3(c), shall be absolute and
unconditional and shall not be affected by any circumstance, including (A) any set-off, counterclaim, recoupment, defense or other right
which such Revolver Lender may have against the applicable L/C Issuer, Borrower or any other Person for any reason whatsoever; (B)
the occurrence or continuance of a Default, or (C) any other occurrence, event or condition, whether or not similar to any of the
foregoing; provided, however, that each Revolver Lender's obligation to make Revolver Loans pursuant to this Section 2.3(c) is subject
to the conditions set forth in Section 6.2 (other than delivery by Borrower of a Loan Notice). No funding of a participation in an L/C
Borrowing shall relieve o r otherwise impair the obligation of Borrower to reimburse the applicable L/C Issuer for the amount of any
payment made by such L/C Issuer under any L/C, together with interest as provided herein.

(vi) If any Revolver Lender fails to make available to Administrative Agent for the account of the applicable L/C Issuer any amount
required to be paid by such Revolver Lender pursuant to the foregoing provisions of this Section 2.3(c) by the time specified in Section
2.3(c)(ii), the applicable L/C Issuer shall be entitled to recover from such Revolver Lender (acting through Administrative Agent), on
demand, such amount with interest thereon for the period from the date such payment is required to the date on which such payment is
immediately available to the applicable L/C Issuer at a rate per annum equal to the Federal Funds Rate from time to time in effect. A
certificate of the applicable L/C Issuer submitted to any Revolver Lender (through Administrative Agent) with respect to any amounts
owing under this clause (vi) shall be conclusive absent manifest error.

(d) Repayment of Participations.

(i) At any time after an L/C Issuer has made a payment under any L/C and has received from any Revolver Lender such Revolver
Lender's funding of its participation in the related L/C Borrowing in accordance with Section 2.3(c), if Administrative Agent receives
for the account of such L/C Issuer any payment in respect of the related Unreimbursed Amount or interest thereon (whether directly
from Borrower or otherwise, including proceeds of Cash Collateral applied thereto by Administrative Agent), Administrative Agent will
distribute to such Revolver Lender its Commitment Percentage (based on the Revolver Facility) thereof (appropriately adjusted, in the
case of interest payments, to reflect the period of time during which such Lender's participation in the L/C Borrowing was outstanding)
in the same funds as those received by Administrative Agent.

(ii) If any payment received by Administrative Agent for the account of any L/C Issuer pursuant to Section 2.3(c)(i) is required to be
returned under any of the circumstances described in Section 14.15 (including pursuant to any settlement entered into by the applicable
L/C Issuer in its discretion), each Revolver Lender shall pay to Administrative Agent for the account of the applicable L/C Issuer its
Commitment Percentage (based on the Revolver Facility) thereof on demand of Administrative Agent, plus interest thereon from the
date of such demand to the date such amount is returned by such Revolver Lender, at a rate per annum equal to the Federal Funds Rate
from time to time in effect.

(e) Obligations Absolute. The obligation of Borrower to reimburse the applicable L/C Issuer for each drawing under each L/C and to
repay each L/C Borrowing shall be absolute, unconditional and irrevocable, and shall be paid strictly in accordance with the terms of
this Agreement under all circumstances, including the following:

(i) any lack of validity or enforceability of such L/C, this Agreement, or any other agreement or instrument relating thereto;

(ii) the existence of any claim, counterclaim, set-off, defense or other right that Borrower may have at any time against any beneficiary
or any transferee of such L/C (or any Person for whom any such beneficiary or any such transferee may be acting), the applicable L/C
Issuer or any other Person, whether in connection with this Agreement, the transactions contemplated hereby or by such L/C or any
agreement or instrument relating thereto, or any unrelated transaction;

(iii) any draft, demand, certificate or other document presented under such L/C proving to be forged, fraudulent, invalid or insufficient
in any respect or any statement therein being untrue or inaccurate in any respect; or any loss or delay in the transmission or otherwise of
any document required in order to make a drawing under such L/C;

(iv) any payment by the applicable L/C Issuer under such L/C against presentation of a draft or certificate that does not strictly comply
with the terms of such L/C; or any payment made by the applicable L/C Issuer under such L/C to any Person purporting to be a trustee
in bankruptcy, debtor-in-possession, assignee for the benefit of creditors, liquidator, receiver or other representative of or successor to
any beneficiary or any transferee of such L/C, including any arising in connection with any proceeding under any Debtor Relief Law; or

(v) any other circumstance or happening whatsoever, whether or not similar to any of the foregoing, including any other circumstance
that might otherwise constitute a defense available to, or a discharge of, Borrower.

Borrower shall promptly examine a copy of each L/C and each amendment thereto that is delivered to it and, in the event of any claim
of noncompliance with Borrower's instructions or other irregularity, Borrower will immediately notify the L/C Issuer. Borrower shall be
conclusively deemed to have waived any such claim against the L/C Issuer and its correspondents unless such notice is given as
aforesaid.

(f) Role of L/C Issuer. Each Revolver Lender and Borrower agree that, in paying any drawing under an L/C, the applicable L/C Issuer
shall not have any responsibility to obtain any document (other than any sight draft, certificates and documents expressly required by
the L/C) or to ascertain or inquire as to the validity or accuracy of any such document or the authority of the Person executing or
delivering any such document. Neither L/C Issuer nor any Agent-Related Person or any of the respective correspondents, participants or



assignees of any L/C Issuer shall be liable to any Lender for (i) any action taken or omitted in connection herewith at the request or with
the approval of Lenders, Required Revolver Lenders, or Required Lenders, as applicable; (ii) any action taken or omitted in the absence
of gross negligence or willful misconduct; or (iii) the due execution, effectiveness, validity or enforceability of any document or
instrument related to any L/C or L/C Agreement. Borrower hereby assumes all risks of the acts or omissions of any beneficiary or
transferee with respect to its use of any L/C; provided, however, that this assumption is not intended to, and shall not, preclude
Borrower's pursuing such rights and remedies as it may have against the beneficiary or transferee at law or under any other agreement.
Neither of the L/C Issuers nor any Agent-Related Person or any of the respective correspondents, participants or assignees of any L/C
Issuer shall be liable or responsible for any of the matters described in clauses (i) through (v) of Section 2.3(e); provided, however, that
anything in such clauses to the contrary notwithstanding, Borrower may have a claim against an L/C Issuer, and an L/C Issuer may be
liable to Borrower, to the extent, but only to the extent, of any direct, as opposed to consequential or exemplary, damages suffered by
Borrower which Borrower proves were caused by such L/C Issuer 's willful misconduct or gross negligence or such L/C Issuer's willful
failure to pay under any L/C after the presentation to it by the beneficiary of a sight draft and certificate(s) strictly complying with the
terms and conditions of an L/C. In furtherance and not in limitation of the foregoing, an L/C Issuer may accept documents that appear
on their face to be in order, without responsibility for further investigation, regardless of any notice or information to the contrary, and
an L/C Issuer shall not be responsible for the validity or sufficiency of any instrument transferring or assigning or purporting to transfer
or assign an L/C or the rights or benefits thereunder or proceeds thereof, in whole or in part, which may prove to be invalid or
ineffective for any reason.

(g) Cash Collateral.

(i) Upon the request of Administrative Agent, (A) if an L/C Issuer has honored any full or partial drawing request under any L/C and
such drawing has resulted in an L/C Borrowing, then Borrower shall immediately Cash Collateralize the L/C Borrowing in an amount
equal to such L/C Borrowing, or (B) if, as of the L/C Expiration Date, any L/C may for any reason remain outstanding and partially or
wholly undrawn, then Borrower shall immediately Cash Collateralize the L/C Exposure in an amount equal to such L/C Exposure
determined as of the L/C Expiration Date. For purposes hereof, "Cash Collateralize" means to pledge and deposit with or deliver to
Administrative Agent, for the benefit of the L/C Issuers and Revolver Lenders, as collateral for the L/C Obligations, cash or deposit
account balances pursuant to documentation in form and substance satisfactory to Administrative Agent and the L/C Issuers (which
documents are hereby consented to by the Revolver Lenders). Derivative s of such term have corresponding meanings. Borrower hereby
grants to Administrative Agent, for the benefit of the L/C Issuers and Revolver Lenders, a security interest in all such cash, deposit
accounts and all balances therein and all proceeds of the foregoing. Cash Collateral shall be maintained in blocked, non-interest bearing
deposit accounts at Bank of America.

(ii) If at any time (A) the L/C Exposure exceeds $150,000,000 or (B) the sum of the L/C Exposure plus the Revolver Principal Debt
exceeds the Revolver Commitment, then Borrower shall immediately Cash Collateralize the L/C Exposure in an amount equal to the
greater of (x) the amount by which the L/C Exposure exceeds $150,000,000, or (y) the amount by which the sum of the L/C Exposure
plus the Revolver Principal Debt exceeds the Revolver Commitment.

(iii) Notwithstanding any provision to the contrary in any Bond Document, all Bonds (including, without limitation, "Repurchased
Bonds" as defined in the Bond Documents) issued to or held for the benefit of any L/C Issuer (or other designee) shall be held as Cash
Collateral securing reimbursement obligations under the related Bond L/C (including, without limitation, any L/C Borrowing).

(h) Applicability of ISP98 and UCP. Unless otherwise expressly agreed by the applicable L/C Issuer and Borrower when an L/C is
issued (including any such agreement applicable to any L/C set forth on Part A of Schedule 2.3), (i) the rules of the International
Standby Practices 1998 ("ISP 98") published by the Institute of International Banking Law & Practice (or such later version thereof as
may be in effect at the time of issuance) shall apply to each standby L/C and each Bond L/C, and (ii) the rules of the Uniform Customs
and Practice for Documentary Credits ("UCP"), as most recently published by the International Chamber of Commerce (the "ICC") at
the time of issuance (including the ICC decision published by the Commission on Banking Technique and Practice on April 6, 1998
regarding the European single currency (euro)) shall apply to each commercial L/C.

(i) Conflict with L/C Agreement. In the event of any conflict between the terms hereof and the terms of any L/C Agreement, the terms
hereof shall control.

(j) Bond L/Cs. Notwithstanding any provision to the contrary set forth in this Section 2.3:

(i) (A) The Bond L/Cs shall be subject to the terms and conditions of this Agreement and applicable Law; provided however, that (1)
such Bond L/Cs may have expiration dates later than thirteen months from the date of issuance, so long as such date is not later than the
L/C Expiration Date; and (2) the terms of such Bond L/Cs must be acceptable to the applicable L/C Issuer and Administrative Agent,
and, (I) subject to the provisions of Section 2.3(j)(ii) and 2.3(j)(iii), may provide for the reinstatement of drawn portions of the Bond
L/C, whether or not reimbursement has been received (which may have the effect of increasing the amount of such Bond L/C), (II) may
provide for automatic renewals thereof, so long as such terms comply with the auto renewals provisions set forth in Section 2.3(b)(iii)
hereof, and (III) may contain provisions whereby the applicable L/C Issuer is granted certain Rights in collateral and voting Rights
under the related Bond Documents, which Rights are expressly assigned to the Administrative Agent for the benefit of the Lenders
pursuant to Section 2.3(j)(iv) herein.

(B) Borrower may request that an L/C Issuer issue Additional Bond L/Cs by providing at least 30 days prior written notice of such
request to the applicable L/C Issuer, and by delivering a certificate at least 30 days prior to the issuance of any Additional Bond L/C to
Administrative Agent demonstrating the Companies' pro forma compliance with the financial covenants set forth in Section 10.1 herein,
after giving effect to the issuance of any such Additional Bonds and, without duplication, any Debt incurred by Borrower in support
thereof, and certifying that no Default or Potential Default exists or would result after giving effect thereto.

(ii) In the event that the proceeds of any drawing under any Bond L/C are used to pay the purchase price of Bonds tendered or deemed
tendered by the owner thereof pursuant to the related Bond Documents (such drawing, including the drawing of any accrued interest on
the tendered Bonds, a "Bond Purchase Drawing"), then the stated amount of such Bond L/C will be temporarily reduced by the amount
of such drawing, subject to automatic reinstatement (whether or not reimbursement for any drawings thereunder has been received or



the conditions set forth in Section 6.2 have been satisfied, and without further approval from Revolver Lenders) pursuant to the
provisions of the applicable Bond L/C by an amount equal to the Bond Purchase Drawing, so long as (A) the applicable L/C Issuer (or
Administrative Agent, as assignee of such L/C Issuer) has been properly accounted for on the securities depository's records as the
beneficial owner of such Bonds purc hased with the proceeds (or portion thereof) of the Bond L/C, or (B) such Bonds have been
delivered to the appropriate custodian and registered as directed by such L/C Issuer (or Administrative Agent, as assignee of such L/C
Issuer); provided however, that if the repurchased Bonds are not transferred to L/C Issuer (or Administrative Agent, as assignee of such
L/C Issuer) as required in clauses (A) and (B) preceding, then the applicable L/C Issuer shall notify Administrative Agent (who shall
subsequently notify Revolver Lenders) of such failure. Unless otherwise directed by Required Revolver Lenders, the applicable L/C
Issuer shall then deliver notice to the applicable Trustee prior to the fifth Business Day after any such Bond Purchase Drawing that the
amount of such drawing will not be reinstated.

(iii) If the interest portion of any Bond L/C is drawn by the applicable Trustee to make scheduled interest payments on the outstanding
principal amount of the Bonds, then the stated amount of such Bond L/C will be temporarily reduced by the amount of such drawing,
subject to automatic reinstatement of the interest portion of such Bond L/C (whether or not reimbursement for any drawings thereunder
has been received or the conditions set forth in Section 6.2 have been satisfied, and without further approval from Revolver Lenders)
pursuant to the provisions of the applicable Bond L/C. Subject to compliance with Section 2.3(b) herein, the stated amount of the
related Bond L/C may be increased as required by the related Bond Documents (to reflect an increase in the maximum rate of interest or
number of days of accrued interest covered by such Bond L/C or otherwise).

(iv) All liens and security interests securing reimbursement obligations and other obligations owed to the applicable L/C Issuer of any
Bond L/C under the related Bond Documents (including, without limitation, any L/C Borrowing), any rights in and to any Bonds or
other certificates of indebtedness issued to such L/C Issuer under the related Bond Documents, and any voting rights or other rights
created in favor of such L/C Issuer under or pursuant to or in connection with any related Bond Documents (collectively, the "Bond
Rights"), now or hereafter existing in favor of any such L/C Issuer, are hereby assigned and conveyed by the applicable L/C Issuer to
Administrative Agent for the ratable benefit of Lenders. Notwithstanding anything to the contrary set forth in any Bond L/C, any Bonds
or certificates of indebtedness purchased from the owner thereof by the applicable Trustee with funds received pursuant to a drawing
under any Bond L/C shall be registered in the na me of Administrative Agent and shall be delivered to or held by Administrative Agent
or such other entity as may be specified by the applicable L/C Issuer and approved by Administrative Agent in a written instrument
delivered to the applicable Trustee, for the benefit of the L/C Issuer, Administrative Agent, and the other Revolver Lenders. Each L/C
Issuer of a Bond L/C agrees to execute all such other assignments, conveyances, financing statements, and other documents required by
Administrative Agent to effect the requirements of this Section 2.3(j)(iv); provided that, Lenders, Administrative Agent, and each such
L/C Issuer agree that in the event any Bonds or certificates of indebtedness are issued to any such L/C Issuer (or Administrative Agent
as the assignee of such L/C Issuer) as a result of a drawing by the applicable Trustee under the Bond L/C for which such L/C Issuer is
not immediately reimbursed, and subsequently the Bonds are remarketed and such L/C Issuer is reimburse d for all amounts so
advanced (which reimbursement may be a repayment of any Revolver Loan disbursed by Revolver Lenders as payment of the related
L/C reimbursement obligations under Section 2.3(c) or a repayment of an L/C Borrowing), then any Bonds or certificates of
indebtedness shall be released by Administrative Agent and delivered to such Trustee without any further authorization from Lenders or
L/C Issuer.

(v) To the extent Rights (including, without limitation, voting rights, rights to provide notice and elect remedies, and rights to approve
waivers, consents, or amendments of the related Bond Documents) are created in favor of the L/C Issuer of any Bond L/C, such Rights
(other than ministerial, non discretionary Rights) may only be exercised with the consent of, or in accordance with the directions of, (A)
prior to the occurrence of any Default or Potential Default under the Loan Papers, Required Revolver Lenders, and (B) after the
occurrence and during the continuance of any Default or Potential Default, Required Lenders, in either case under the terms of the Loan
Papers.

3. TERMS OF PAYMENT.

1. Notes and Payments.

(a) The Loans made by each Lender, and the issuance or extension of the expiry date of any L/C, or the renewal or increase of the
amount thereof, shall be evidenced by one or more accounts or records maintained by such Lender and by Administrative Agent
in the ordinary course of business. The accounts or records maintained by Administrative Agent and each Lender shall be
conclusive absent manifest error of the amount of the Loans made by Lenders, or L/Cs issued, extended, renewed or increased, to
Borrower and the interest and payments thereon. Any failure to so record or any error in doing so shall not, however, limit or
otherwise affect the obligation of Borrower hereunder to pay any amount owing with respect to the Obligation. In the event of
any conflict between the accounts and records maintained by any Lender and the accounts and records of Administrative Agent in
respect of such matters, the accounts and records of Administrative Agent shall control in the absence of manifest e rror. Upon the
request of any Lender made through Administrative Agent, Borrower shall promptly execute and deliver to such Lender (through
Administrative Agent) a Revolver Note (with respect to Revolver Principal Debt) and a Term Loan Note (with respect to Term
Loan Principal Debt), as the case may be, which Notes shall evidence such Lender's Loans in addition to such accounts or
records. Each Lender may attach schedules to its Note or Notes and endorse thereon the date, Type (if applicable), amount and
maturity of its Loans and payments with respect thereto.

(b) In addition to the accounts and records referred to in clause (a) herein, each Lender and Administrative Agent shall maintain
in accordance with its usual practice accounts or records evidencing the purchases and sales by such Lender of participations in
L/Cs. In the event of any conflict between the accounts and records maintained by Administrative Agent and the accounts and
records of any Lender in respect of such matters, the accounts and records of Administrative Agent shall control in the absence of
manifest error.

(c) Borrower must make each payment on the Obligation, without condition or deduction for any counterclaim, defense,
recoupment or setoff, to Administrative Agent's principal office in Dallas, Texas, in funds that will be available for immediate use
by Administrative Agent by 12:00 noon on the day due; otherwise, but subject to Section 3.8, those funds continue to accrue
interest as if they were received on the next Business Day. Administrative Agent shall pay to each Lender any payment to which



that Lender is entitled on the same day Administrative Agent receives the funds from Borrower if Administrative Agent receives
the payment before 12:00 noon, and otherwise before 12:00 noon on the following Business Day. If and to the extent that
Administrative Agent does not make payments to Lenders when due, unpaid amounts shall accrue interest at the Federal Funds
Rate from the due date until (but not including) the payment date.

2. Interest and Principal Payments; Voluntary Commitment Reductions.

(a) Accrued interest on each LIBOR Loan is due and payable on the last day of its Interest Period. If any Interest Period with
respect to a LIBOR Loan is a period greater than three months, then accrued interest is also due and payable on the date three
months after the commencement of the Interest Period. Accrued interest on each Base Rate Loan is due and payable on each
Quarterly Date and on the Termination Date.

(b) The Revolver Principal Debt is due and payable on the Termination Date for the Revolver Facility.

(c) The Term Loan Principal Debt is due and payable in quarterly installments in the principal amount of $250,000 each,
commencing on July 31, 2003, and continuing thereafter on each Quarterly Date, with a final payment due on the Termination
Date for the Term Loan Facility in an amount equal to all Term Loan Principal Debt then outstanding.

(d) If the Revolver Commitment Usage ever exceeds the Revolver Commitment, Borrower shall pay Revolver Principal Debt in
at least the amount of that excess, together with (i) all accrued and unpaid interest on the principal amount so paid and (ii) any
resulting Funding Loss.

(e) Borrower may voluntarily reduce or prepay the Revolver Principal Debt and the Term Loan Principal Debt as follows:

(i) Without premium or penalty and upon giving at least two Business Days prior written and irrevocable notice to Administrative
Agent (who shall promptly notify the Lenders of its receipt of such notice and its contents), Borrower may terminate all or reduce
part of the unused portion of the Total Commitment. Each partial reduction (unless the remaining portion of such commitment is
less) must be in an amount of not less than $5,000,000 or a greater integral multiple of $1,000,000, and shall be Pro Rata among
all Lenders. Once terminated or reduced, such commitments may not be reinstated or increased.

(ii) Borrower may voluntarily prepay all or any part of the Principal Debt at any time without premium or penalty, subject to the
following conditions:

A. Administrative Agent must receive Borrower's written payment notice (which shall specify (1) the
payment date, and (2) the Type and amount of the Loan(s) to be paid; such notice shall constitute an
irrevocable and binding obligation of Borrower to make a payment on the designated date) by 1:00 p.m.
on (x) the third Business Day preceding the date of payment of a LIBOR Loan and (y) the date of
payment of a Base Rate Loan;

B. each partial payment must be in a minimum amount of at least $500,000 if a Base Rate Loan or
$1,000,000 if a LIBOR Loan or, in either case, a greater integral multiple of $100,000;

C. all accrued interest on the principal amount so to be prepaid must also be paid in full on the date of
payment; and

D. Borrower shall pay any related Funding Loss upon demand.

E. Any voluntary prepayment of the Principal Debt shall be applied to the Revolver Principal Debt and the
Term Loan Principal Debt at Borrower's direction; provided however, that upon any Default or Potential
Default, any such prepayment shall be allocated to each Revolver Lender and Term Loan Lender in
accordance with their Pro Rata Part of the Principal Debt. Unless a Default or Potential Default has
occurred and is continuing (or would arise as a result thereof), any payment or prepayment of the
Revolver Principal Debt may be reborrowed by Borrower, subject to the terms and conditions of the
Loan Papers.

3. Interest Options.

Except where specifically otherwise provided, Loans bear interest at an annual rate equal to the lesser of (a) the Base Rate plus
the Applicable Margin or LIBOR plus the Applicable Margin for the Interest Period, if any, selected by Borrower (in each case as
designated or deemed designated by Borrower), as the case may be, and (b) the Maximum Rate. Each change in the Base Rate
and Maximum Rate is effective, without notice to Borrower or any other Person, upon the effective date of change.

4. Quotation of Rates.

A Responsible Officer of Borrower may call Administrative Agent before delivering a Loan Notice to receive an indication of the
interest rates then in effect, but the indicated rates do not bind Administrative Agent or Lenders or affect the interest rate that is
actually in effect when Borrower delivers its Loan Notice or on the Loan Date.

5. Default Rate.

While any Default exists, Borrower shall pay interest on the Principal Debt at a fluctuating interest rate per annum at all times
equal to the Default Rate to the fullest extent permitted by applicable Law.

6. Interest Recapture.



If the designated interest rate applicable to any Loan exceeds the Maximum Rate, the interest rate on that Loan is limited to the
Maximum Rate, but any subsequent reductions in the designated rate shall not reduce the interest rate thereon below the
Maximum Rate until the total amount of accrued interest equals the amount of interest that would have accrued if that designated
rate had always been in effect. If at maturity (stated or by acceleration), or at final payment of the Notes, the total interest paid or
accrued is less than the interest that would have accrued if the designated rates had always been in effect, then, at that time and to
the extent permitted by Law, Borrower shall pay an amount equal to the difference between (a) the lesser of the amount of interest
that would have accrued if the designated rates had always been in effect and the amount of interest that would have accrued if
the Maximum Rate had always been in effect, and (b) the amount of interest actually pa id or accrued on the Notes.

7. Interest Calculations.

All computations of interest for Base Rate Loans when the Base Rate is determined by Bank of America's "prime rate" shall be
made on the basis of a year of 365 or 366 days, as the case may be, and actual days elapsed. All other computations of fees and
interest shall be made on the basis of a 360-day year and actual days elapsed (which results in more fees or interest, as applicable,
being paid than if computed on the basis of a 365-day year). Interest shall accrue on each Loan for the day on which the Loan is
made, and shall not accrue on a Loan, or any portion thereof, for the day on which the Loan or such portion is paid, provided that
any Loan that is repaid on the same day on which it is made shall, subject to Section 3.1(c), bear interest for one day.

8. Maximum Rate.

Regardless of any provision contained in any Loan Paper or any document related thereto, no Lender is entitled to contract for,
charge, take, reserve, receive or apply, as interest on all or any part of the Obligation any amount in excess of the Maximum Rate,
and, if Lenders ever do so, then any excess shall be treated as a partial payment of principal and any remaining excess shall be
refunded to Borrower. In determining if the interest paid or payable exceeds the Maximum Rate, Borrower and Lenders shall, to
the maximum extent permitted under applicable Law, (a) treat all Loans as but a single extension of credit (and Lenders and
Borrower agree that is the case and that provision in this Agreement for multiple Loans is for convenience only), (b) characterize
any nonprincipal payment as an expense, fee or premium rather than as interest, (c) exclude voluntary payments and their effects,
and (d) amortize, prorate, allocate and spread the total amount of interest throughout the entire conte mplated term of the
Obligation. However, if the Obligation is paid in full before the end of its full contemplated term, and if the interest received for
its actual period of existence exceeds the Maximum Amount, Lenders shall refund any excess (and Lenders shall not, to the
extent permitted by Law, be subject to any penalties provided by any Laws for contracting for, charging, taking, reserving or
receiving interest in excess of the Maximum Amount).

9. Interest Periods.

When Borrower requests any LIBOR Loan, Borrower may elect the applicable interest period (each an "Interest Period"), which
may be, at Borrower's option, one, two, three or six months, subject to the following conditions: (a) the initial LIBOR Interest
Period commences on the applicable Loan Date or conversion date, and each subsequent LIBOR Interest Period commences on
the day when the next preceding applicable Interest Period expires; (b) if any LIBOR Interest Period begins on a day for which no
numerically corresponding Business Day in the calendar month at the end of the Interest Period exists, then the Interest Period
ends on the last Business Day of that calendar month; (c) no LIBOR Interest Period for any portion of Principal Debt may extend
beyond the scheduled payment date for that portion of Principal Debt; and (d) no more than 20 LIBOR Interest Periods may be in
effect at one time.

10. Order of Application.

(a) If no Default or Potential Default exists, payments and prepayments of the Obligation shall be applied first to fees then due,
second to accrued interest then due and payable on the Principal Debt, and then to the remaining Obligation in the order and
manner as Borrower may direct.

(b) If a Default or Potential Default exists, any payment or prepayment (including proceeds from the exercise of any Rights) shall
be applied to the Obligation in the following order: (i) to the ratable payment of all fees, expenses, and indemnities for which
Administrative Agent or Lenders have not been paid or reimbursed in accordance with the Loan Papers (as used in this
Section 3.10, a "ratable payment" for any Lender or Administrative Agent shall be, on any date of determination, that proportion
which the portion of the total fees, expenses, and indemnities owed to such Lender or Administrative Agent bears to the total
aggregate fees and indemnities owed to all Lenders and Administrative Agent on such date of determination); (ii) to the ratable
payment of accrued and unpaid interest on the Principal Debt (as used in this Section 3.10, "ratable payment" means, for any
Lender, on any date of determ ination, that proportion which the accrued and unpaid interest on the Principal Debt owed to such
Lender bears to the total accrued and unpaid interest on the Principal Debt owed to all Lenders); (iii) to the ratable payment of the
Principal Debt (as used in this Section 3.10, "ratable payment" means for any Lender, on any date of determination, that
proportion which the Principal Debt owed to such Lender bears to the Principal Debt owed to all Lenders); (iv) to provide cash
collateral in an amount equal to the L/C Exposure then existing in accordance with Section 2.3(g); and (v) to the payment of the
remaining Obligation in the order and manner Required Lenders deem appropriate.

Subject to the provisions of Section 13 and provided that Administrative Agent shall not in any event be bound to inquire into or
to determine the validity, scope, or priority of any interest or entitlement of any Lender and may suspend all payments or seek
appropriate relief (including, without limitation, instructions from Required Lenders or Required Revolver Lenders or an action in
the nature of interpleader) in the event of any doubt or dispute as to any apportionment or distribution contemplated hereby,
Administrative Agent shall promptly distribute such amounts to each Lender in accordance with the Agreement and the related
Loan Documents.

11. Sharing of Payments, Etc.



If any Lender (a "Benefitted Lender") shall at any time receive any payment of all or part of the Loans owing to it, or interest
thereon, or receive any Collateral in respect thereof (whether voluntarily or involuntarily, by set-off, or otherwise), in a greater
proportion than any such payment to or Collateral received by any other Lender, if any, in respect of such other Lender's Loans
owing to it, or interest thereon, such benefitted Lender shall purchase for cash from the other Lenders a participating interest in
such portion of each such other Lender's Loans owing to it, or shall provide such other Lenders with the benefits of any such
Collateral, or the proceeds thereof, as shall be necessary to cause such benefitted Lender to share the excess payment or benefits
of such Collateral or proceeds ratably with each of the Lenders; provided, however, that if all or any portion of such excess
payment or benefits is thereafter recovered from such benefitted Lender, such purchase shall be rescinded, and the purchase price
and benefits returned, to the extent of such recovery, but without interest. Borrower agrees that any Lender so purchasing a
participation from a Lender pursuant to this Section 3.11 may, to the fullest extent permitted by Law, exercise all of its Rights of
payment (including the Right of set-off) with respect to such participation as fully as if such Person were the direct creditor of
Borrower in the amount of such participation.

12. Booking Loans.

To the extent permitted by Law, any Lender may make, carry or transfer its Loans at, to, or for the account of any of its branch
offices or the office of any of its Affiliates. However, no Affiliate is entitled to receive any greater payment under Section 3.13
than the transferor Lender would have been entitled to receive with respect to those Loans.

13. Inability to Determine Rates.

If Required Lenders determine that for any reason adequate and reasonable means do not exist for determining the LIBOR Rate
for any requested Interest Period with respect to a proposed LIBOR Loan, or that the LIBOR Rate for any requested Interest
Period with respect to a proposed LIBOR Loan does not adequately and fairly reflect the cost to such Lenders of funding such
Loan, Administrative Agent will promptly so notify Borrower and each Lender. Thereafter, the obligation of Lenders to make or
maintain LIBOR Loans shall be suspended until Administrative Agent (upon the instruction of Required Lenders) revokes such
notice. Upon receipt of such notice, Borrower may revoke any pending request for a Loan of, conversion to, or continuation of
LIBOR Loans or, failing that, will be deemed to have converted such request into a request for a Base Rate Loan in the amount
specified therein.

14. Increased Cost and Reduced Return; Capital Adequacy; Reserves on LIBOR Rate Loans.

(a) If any Lender determines that as a result of the introduction of or any change in or in the interpretation of any Law, or such
Lender's compliance therewith, there shall be any increase in the cost to such Lender of agreeing to make or making, funding or
maintaining LIBOR Loans or (as the case may be) issuing or participating in L/Cs, or a reduction in the amount received or
receivable by such Lender in connection with any of the foregoing (excluding for purposes of this subsection (a) any such
increased costs or reduction in amount resulting from (i) Subject Taxes or Other Taxes (as defined in Section 3.15 and as to which
Section 3.15 shall govern), (ii) changes in the basis of taxation of overall net income or overall gross income by the United States
or any foreign jurisdiction or any political subdivision of either thereof under the Laws of which such Lender is organized or has
its Lending Office, and (iii) reserve requirements contempla ted by Section 3.14(c)), then from time to time upon demand of such
Lender (with a copy of such demand to Administrative Agent), Borrower shall pay to such Lender such additional amounts as
will compensate such Lender for such increased cost or reduction.

(b) If any Lender determines that the introduction of any Law regarding capital adequacy or any change therein or in the
interpretation thereof, or compliance by such Lender (or its Lending Office) therewith, has the effect of reducing the rate of return
on the capital of such Lender or any corporation controlling such Lender as a consequence of such Lender's obligations hereunder
(taking into consideration its policies with respect to capital adequacy and such Lender's desired return on capital), then from time
to time upon demand of such Lender (with a copy of such demand to Administrative Agent), Borrower shall pay to such Lender
such additional amounts as will compensate such Lender for such reduction.

(c) Borrower shall pay to each Lender, as long as such Lender shall be required to maintain reserves with respect to liabilities or
assets consisting of or including Eurocurrency funds or deposits (currently known as "Eurocurrency liabilities"), additional
interest on the unpaid principal amount of each LIBOR Loan equal to the actual costs of such reserves allocated to such Loan by
such Lender (as determined by such Lender in good faith, which determination shall be conclusive), which shall be due and
payable on each date on which interest is payable on such Loan, provided Borrower shall have received at least 15 days' prior
notice (with a copy to Administrative Agent) of such additional interest from such Lender. If a Lender fails to give notice 15 days
prior to the relevant interest payment date, such additional interest shall be due and payable 15 days from receipt of such notice.

(d) The provisions of this Section 3.14 may be invoked by a Lender only if such Lender is generally invoking similar provisions
against other Persons to which such Lender lends funds pursuant to facilities similar to the Facilities.

15. Taxes.

(a) Any and all payments by Borrower to or for the account of Administrative Agent or any Lender under any Loan Paper shall be
made free and clear of and without deduction for any and all present or future taxes, duties, levies, imposts, deductions,
assessments, fees, withholdings or similar charges, and all liabilities with respect thereto, excluding, in the case of Administrative
Agent and each Lender, taxes imposed on or measured by its overall net income, and franchise taxes imposed on it (in lieu of net
income taxes), by the jurisdiction (or any political subdivision thereof) under the Laws of which Administrative Agent or such
Lender, as the case may be, is organized or maintains a Lending Office (all such non-excluded taxes, duties, levies, imposts,
deductions, assessments, fees, withholdings or similar charges, and liabilities being hereinafter referred to as "Subject Taxes"). If
Borrower shall be required by any Laws to deduct any Subject Taxes from or in respect of any sum payable under any Loan Paper
to Administrative Agent or any Lender, (i) the sum payable shall be increased as necessary so that after making all required
deductions (including deductions applicable to additional sums payable under this Section), each of Administrative Agent and
such Lender receives an amount equal to the sum it would have received had no such deductions been made, (ii) Borrower shall



make such deductions, (iii) Borrower shall pay the full amount deducted to the relevant taxation authority or other authority in
accordance with applicable Laws, and (iv) within 30 days after the date of such payment, Borrower shall furnish to
Administrative Agent (which shall forward the same to such Lender) the original or a certified copy of a receipt evidencing
payment thereof.

(b) In addition, Borrower agrees to pay any and all present or future stamp, court or documentary taxes and any other excise or
property taxes or charges or similar levies which arise from any payment made under any Loan Paper or from the execution,
delivery, performance, enforcement or registration of, or otherwise with respect to, any Loan Paper (hereinafter referred to as
"Other Taxes").

(c) If Borrower shall be required to deduct or pay any Subject Taxes or Other Taxes from or in respect of any sum payable under
any Loan Paper to Administrative Agent or any Lender, Borrower shall also pay to Administrative Agent or to such Lender, as the
case may be, at the time interest is paid, such additional amount that Administrative Agent or such Lender specifies is necessary
to preserve the after-tax yield (after factoring in all Taxes, including Taxes imposed on or measured by net income) that
Administrative Agent or such Lender would have received if such Subject Taxes or Other Taxes had not been imposed.

(d) Borrower agrees to indemnify Administrative Agent and each Lender for (i) the full amount of Subject Taxes and Other Taxes
(including any Subject Taxes or Other Taxes imposed or asserted by any jurisdiction on amounts payable under this Section, but
excluding any interest and penalties incurred as a result of the gross negligence or willful misconduct of Administrative Agent or
any Lender) paid by Administrative Agent and such Lender, (ii) amounts payable under Section 3.15(c), other than interest and
penalties incurred as a result of the gross negligence or willful misconduct of Administrative Agent or any Lender, and (iii) any
liability (including additions to tax, penalties, interest and expenses) arising therefrom or with respect thereto, in each case
whether or not such Subject Taxes or Other Taxes were correctly or legally imposed or asserted by the relevant Tribunal. Payment
under this clause (d) shall be made within 30 days after the date Lender or Administrative Agent makes a demand therefor. If
Administrative Agent or that Lender subsequently receives a refund of the Subject Taxes paid to it by Borrower, then the recipient
shall promptly pay the refund to Borrower.

(e) Each Lender agrees that, as promptly as practicable after it becomes aware of the occurrence of an event or the existence of a
condition which would entitle it to exercise any rights under Section 3.15, it shall use commercially reasonable efforts to make,
fund or maintain the affected Loans of such Lender through another Lending Office of such Lender if (i) as a result thereof the
additional moneys which would otherwise be required to be paid in respect of such Loans of such Lender would be reduced or the
increased cost which would otherwise be required to be paid in respect of such Loans would be reduced and (ii) the making,
funding or maintaining of such Loans through such other Lending Office would not otherwise materially adversely affect such
Loans or such Lender.

16. Illegality.

If any Lender determines that any Law has made it unlawful, or that any Tribunal has asserted that it is unlawful, for any Lender
or its applicable Lending Office to make, maintain or fund LIBOR Loans, or to determine or charge interest rates based upon
LIBOR, then, on notice thereof by such Lender to Borrower through Administrative Agent, any obligation of such Lender to
make or continue LIBOR Loans or to convert Base Rate Loans to LIBOR Loans shall be suspended until such Lender notifies
Administrative Agent and Borrower that the circumstances giving rise to such determination no longer exist. Upon receipt of such
notice, Borrower shall, upon demand from such Lender (with a copy to Administrative Agent), prepay or, if applicable, convert
all LIBOR Loans of such Lender to Base Rate Loans, either on the last day of the Interest Period therefor, if such Lender may
lawfully continue to maintain such LIBOR Loans to such day, or immediately, if such Lender may not lawfully continue to
maintai n such LIBOR Loans. Upon any such prepayment or conversion, Borrower shall also pay accrued interest on the amount
so prepaid or converted. Each Lender agrees to designate a different Lending Office if such designation will avoid the need for
such notice and will not, in the good faith judgment of such Lender, otherwise be materially disadvantageous to such Lender.

17. Funding Loss.

Upon demand of any Lender (with a copy to Administrative Agent) from time to time, Borrower shall promptly compensate such
Lender for and hold such Lender harmless from any loss, cost or expense incurred by it as a result of:

(a) any continuation, conversion, payment or prepayment of any Loan other than a Base Rate Loan on a day other than the last
day of the Interest Period for such Loan (whether voluntary, mandatory, automatic, by reason of acceleration, or otherwise);

(b) any failure by Borrower (for a reason other than the failure of such Lender to make a Loan) to prepay, borrow, continue or
convert any Loan other than a Base Rate Loan on the date or in the amount notified by Borrower;

(c) any assignment of a LIBOR Loan on a day other than the last day of the Interest Period therefor as a result of a request by
Borrower pursuant to Section 14.18;

including any loss of anticipated profits and any loss or expense arising from the liquidation or reemployment of funds obtained
by it to maintain such Loan or from fees payable to terminate the deposits from which such funds were obtained. Borrower shall
also pay any customary administrative fees charged by such Lender in connection with the foregoing.

For purposes of calculating amounts payable by Borrower to Lenders under this Section 3.17, each Lender shall be deemed to
have funded each LIBOR Loan made by it at the LIBOR Rate for such Loan by a matching deposit or other borrowing in the
London interbank eurodollar market for a comparable amount and for a comparable period, whether or not such LIBOR Loan was
in fact so funded.

18. Matters Applicable to all Requests for Compensation.



(a) A certificate of Administrative Agent or any Lender claiming compensation under any of Sections 3.13 through 3.17, and setting
forth the additional amount or amounts to be paid to it hereunder shall be conclusive in the absence of manifest error. In determining
such amount, Administrative Agent or such Lender may use any reasonable averaging and attribution methods.

(b) Each Lender agrees that, as promptly as practicable after it becomes aware of the occurrence of an event or the existence of a
condition which would entitle it to exercise any Rights under Sections 3.14 or 3.15, it shall use commercially reasonable efforts to
make, fund, or maintain the affected Loans of such Lender through another Lending Office of such Lender if (a) as a result thereof the
additional moneys which would otherwise be required to be paid in respect of such Loans of such Lender would be reduced or the
increased cost which would otherwise be required to be paid in respect of such Loans would be reduced and (b) the making, funding or
maintaining of such Loans through such other Lending Office would not otherwise materially adversely affect such Loans or such
Lender.

(c) Upon any Lender's making a claim for compensation under Section 3.14 or 3.15, Borrower may replace such Lender in accordance
with Section 14.18.

(d) All of Borrower's obligations under Sections 3.13 through 3.18 shall survive termination of the Total Commitment and repayment of
all other Obligation hereunder.

4. FEES.

1. Treatment of Fees.

The fees described in this Section 4 (a) are not compensation for the use, detention, or forbearance of money, (b) are in addition
to, and not in lieu of, interest and expenses otherwise described in this Agreement, (c) are payable in accordance with Section
3.1(c), (d) are non-refundable, and (e) to the fullest extent permitted by Law, bear interest, if not paid when due, at the Default
Rate.

2. Fee Letter.

Borrower shall pay to Arrangers, Administrative Agent, and Syndication Agent, for their respective accounts or for the respective
accounts of the Lenders, as the case may be, fees in the amounts and at the times specified in the Fee Letter. Such fees shall be
fully earned when paid and shall not be refundable for any reason whatsoever.

3. L/C Fees.

(a) L/C Fees. Borrower shall pay to Administrative Agent for the account of each Revolver Lender in accordance with its
Commitment Percentage of the Revolver Facility (i) a fee for each commercial L/C equal to 1/8 of 1% per annum times the actual
daily maximum amount available to be drawn under each such L/C, and (ii) a fee for each standby L/C equal to the Applicable
Margin for LIBOR Loans times the actual daily maximum amount available to be drawn under each such L/C. Such fee for each
L/C shall be due and payable quarterly in arrears on each Quarterly Date, commencing with the first such date to occur after the
issuance of such L/C, and on the expiration date of such L/C. If there is any change in the Applicable Margin during any quarter,
the actual daily amount of each standby L/C shall be computed and multiplied by the Applicable Margin separately for each
period during such quarter that such Applicable Margin was in effect.

(b) Fronting Fee and Documentary and Processing Charges Payable to L/C Issuers. Borrower shall pay directly to each L/C
Issuer, for their respective accounts, a fronting fee in the amounts and at the times specified in the Fee Letter. In addition,
Borrower shall pay directly to each L/C Issuer for its own account the customary issuance, presentation, amendment and other
processing fees, and other standard costs and charges, of each such L/C Issuer relating to letters of credit as from time to time in
effect. Such fees and charges are due and payable on demand and are nonrefundable.

(c) Calculation of L/C Fees. Each L/C (other than a fee payable upon the issuance of the L/C) shall be calculated on the basis of
a year of 360 days and the actual number of days elapsed.

4. Revolver Commitment Fee.

Borrower shall pay to Administrative Agent for the account of each Revolver Lender in accordance with its Pro Rata Part of the
Revolver Facility, a commitment fee equal to the Applicable Percentage times the daily amount by which the Revolver Commitment
exceeds the Revolver Commitment Usage. The commitment fee shall accrue at all times from the Closing Date to the Termination Date
(for the Revolver Facility), including at any time during which one or more of the conditions in Section 6 is not met, and shall be due
and payable quarterly in arrears on each Quarterly Date, commencing with the first such date to occur after the Closing Date, and on the
Termination Date for the Revolver Facility. The commitment fee shall be calculated quarterly in arrears on the basis of the actual days
elapsed (including the first day but excluding the last day) in a calendar year of 360 days, and if there is any change in the Applicable
Percentage during any quarter, the actual daily amou nt shall be computed and multiplied by the Applicable Percentage separately for
each period during such quarter that such Applicable Percentage was in effect.

5. GUARANTY AND SECURITY.

1. Guaranty.

Full and complete payment of the Obligation under the Loan Papers shall be guaranteed in accordance with a Guaranty executed
by each Restricted Company (other than (i) Borrower, (ii) any Restricted Subsidiary that is a Qualifying Metro District, and (iii)
any Subsidiary of a Restricted Subsidiary that is a Qualifying Metro District).

2. Collateral.



Full and complete payment of the Obligation under the Loan Papers shall be secured by (a) all capital stock or other equity
interests issued to a Restricted Company by any Restricted Subsidiary (other than any Subsidiary of any Restricted Subsidiary
that is a Qualifying Metro District) organized under the laws of the United States (or any state thereof), (b) 65% of all capital
stock or other equity interests issued to a Restricted Company organized under the laws of the United States (or any state thereof)
by any Restricted Subsidiary organized under the laws of any country other than the United States, (c) a pledge by Borrower of
its membership interests in SSI, and (d) all Bond Rights created in favor of or held by any L/C Issuer (as assigned to
Administrative Agent pursuant to Section 2.3(j)(iv) herein), including, without limitation, any Rights thereunder pledged or
assigned to such L/C Issuer as security for payment of the "Bonds" defined therein (collectiv ely, the "Collateral").

3. Additional Collateral and Guaranties.

Administrative Agent may, without notice or demand and without affecting any Person's obligations under the Loan Papers, from
time to time (a) receive and hold additional collateral from any Person for the payment of all or any part of the Obligation and
exchange, enforce or release all or any part of that collateral (in accordance with Section 13.11), and (b) accept and hold any
endorsement or guaranty of payment of all or any part of the Obligation and release any endorser or guarantor, or any Person who
has given any other security for the payment of all or any part of the Obligation, or any other Person in any way obligated to pay
all or any part of the Obligation (in accordance with Section 13.11).

4. Additional Documents or Information.

Each Company will execute or cause to be executed, stock powers, control agreements, and other writings in the form and content
reasonably required by Administrative Agent, and shall deliver (or grant Administrative Agent the authority to file on behalf of each
Company) financing statements requested by Administrative Agent. Borrower shall pay all costs of (a) filing any financing,
continuation, amendment or terminations statements, or (b) other actions taken by Administrative Agent relating to the Collateral,
including, without limitation, costs and expenses of any Lien search required by Administrative Agent.

6. CONDITIONS PRECEDENT.

1. Initial Advance.

Lenders will not be obligated to fund the initial Loans hereunder, and L/C Issuer will not be obligated to issue the initial L/C
hereunder, unless Administrative Agent has received each of the items in clauses (a) through (j) and the conditions in clauses (k)
and (l) have been satisfied (other than each item or condition, if any, listed on Schedule 6.1, which items or conditions are hereby
permitted to be delivered or satisfied after the Closing Date, but not later than the respective dates for delivery or satisfaction
specified on Schedule 6.1):

a. an executed counterpart of this Agreement, sufficient in number for distribution to Administrative Agent, each
Lender, and Borrower;

b. With respect to any Lender requesting Notes pursuant to Section 3.1(a), each of the Notes, payable to the order of
each applicable Lender, as contemplated in Section 3.1(a);

c. a Guaranty executed by each Restricted Company (other than Borrower, any Restricted Company that is a Qualifying
Metro District, and any Subsidiary of any Restricted Subsidiary that is a Qualifying Metro District), or for any
Restricted Company which has previously executed a Guaranty, at Administrative Agent's election, a consent or
ratification by such Restricted Company of its existing Guaranty;

d. a Pledge Agreement (or at Administrative Agent's election, a ratification agreement) executed by the holder of the
capital stock or other equity interests of each Restricted Company, pledging that capital stock or those interests, and a
Pledge Agreement (or at Administrative Agent's election, a ratification agreement) executed by Borrower in respect
of its interest in SSI;

e. an Officers' Certificate for each Restricted Company, relating to articles of incorporation or organization, bylaws,
regulations, or operating agreements, resolutions, and incumbency;

f. Certificates of Existence and Good Standing (Account Status) for each Restricted Company from its state of
organization and each other state where it does business, each dated after May 1, 2003;

g. Legal opinions of Martha Dugan Rehm, General Counsel of VRI, and Cahill Gordon & Reindel, special New York
counsel to Borrower and the other Restricted Subsidiaries, each in form and substance satisfactory to Administrative
Agent; one of the foregoing opinions shall include opinions confirming that (i) the Debt incurred under this
Agreement and the related Loan Papers (A) has been incurred or entered into in compliance with the requirements of
the Senior Subordinated Debt Indentures, and (B) constitutes "Senior Debt" under the terms of the Senior
Subordinated Debt Indentures, and (ii) this Agreement constitutes the "Credit Agreement" as such term is defined in
the Senior Subordinated Debt Indentures.

h. Borrower's audited consolidated and supplemental condensed consolidating Financial Statements for 2002, and
unaudited consolidated and supplemental condensed consolidating Financial Statements for fiscal quarters ending
October 31, 2002 and January 31, 2003;

i. a certificate signed by a Responsible Officer certifying (i) that the conditions specified in Sections 6.2(c) and (d)
have been satisfied, and (ii) that there has been no event or circumstance since July 31, 2002 that has had or could be
reasonably expected to result in, either individually or in the aggregate, a Material Adverse Event;

j. evidence that all insurance required to be maintained pursuant to the Loan Papers has been obtained and is in effect;



k. payment of all fees payable on or prior to the Closing Date to Administrative Agent, any other Agent-Related Person,
or any Lender as provided for in Section 4; and

l. unless waived by Administrative Agent, payment in full of all Attorney Costs of Administrative Agent to the extent
invoiced prior to or on the Closing Date, plus such additional amounts of Attorney Costs as shall constitute
Administrative Agent's reasonable estimate of Attorney Costs incurred or to be incurred by it through the closing
proceedings (provided that such estimate shall not thereafter preclude a final settling of accounts between Borrower
and Administrative Agent).

2. Each Advance.

The obligation of each Lender to honor any Loan Notice (other than a Loan Notice requesting only a conversion of Loans to the other
Type or a continuation of LIBOR Loans) is subject to the following conditions precedent: (a) Administrative Agent shall have timely
received a Loan Notice or the applicable L/C Issuer shall have timely received the applicable L/C Agreement; (b) the applicable L/C
Issuer shall have received any applicable L/C fee; (c) all of the representations and warranties of the Companies in the Loan Papers are
true and correct in all material respects (unless they speak to a specific date or are based on facts which have changed by transactions
contemplated or permitted by this Agreement); (d) no Material Adverse Event, Default or Potential Default exists or would result from
the proposed funding of such Loans or issuance of L/Cs; and (e) the funding of the Loans or issuance of the L/Cs is permitted by Law.
Upon Administrative Agent's reasonable request, Borrower shall d eliver to Administrative Agent evidence substantiating any of the
matters in the Loan Papers that are necessary to enable Borrower to qualify for the Loans or L/Cs. Each condition precedent in this
Agreement is material to the transactions contemplated by this Agreement, and time is of the essence with respect to each condition
precedent. Subject to the prior approval of Required Lenders or Required Revolver Lenders, as the case may be, Lenders may fund any
Loan, and the applicable L/C Issuer may issue any L/C, without all conditions being satisfied, but, to the extent permitted by Law, that
funding and issuance shall not be deemed to be a waiver of the requirement that each condition precedent be satisfied as a prerequisite
for any subsequent funding or issuance, unless Required Lenders or Required Revolver Lenders, as applicable, specifically waive each
item in writing. Each Loan Notice (other than a Loan Notice requesting only a conversion of Loans to the other Type or a continuation
of LIBOR Loans) an d each L/C Agreement submitted by Borrower shall be deemed to be a representation and warranty that the
conditions specified in this Section 6.2 have been satisfied on and as of the date of the applicable Loan or issuance of the applicable
L/C. Notwithstanding anything to the contrary set forth in this Section 6.2, Lenders will not be obligated to honor any Loan Notice
(including a Loan Notice converting Base Rate Loans to LIBOR Loans or continuing LIBOR Loans) if a Default or Potential Default
exists or would result after giving effect to the proposed funding, conversion, or continuation of such Loans or issuance of L/Cs.

7. REPRESENTATIONS AND WARRANTIES.

Borrower (and each Guarantor by execution of a Guaranty) represents and warrants to Administrative Agent and Lenders as set forth
below; provided however, that (x) representations and warranties of any such Guarantor shall be made solely as to such Guarantor and
its Subsidiaries; and (y) representations and warranties applicable to any Company that is a Metro District shall be made by Borrower to
the best of its knowledge:

1. Regulation U.

No Company is engaged principally, or as one of its important activities, in the business of extending credit for the purpose of
purchasing or carrying any "margin stock" within the meaning of Regulations T or U of the Board of Governors of the Federal
Reserve System, as amended. No part of the proceeds of any Loan will be used, directly or indirectly, for a purpose which
violates any Law, including, without limitation, the provisions of Regulations T, U, or X (as enacted by the Board of Governors of
the Federal Reserve System, as amended). Following the application of the proceeds of each Loan, each L/C Borrowing, or each
drawing under each L/C, not more than 25% of the value of the assets (either of Borrower only or the Companies on a
consolidated basis) subject to the provisions of Section 9.5, Section 9.10 and Section 9.11 or subject to any restriction contained
in any agreement or instru ment between Borrower and any Lender or any Affiliate of any Lender relating to Debt and within the
scope of Section 11.8 will be margin stock.

2. Corporate Existence, Good Standing, Authority and Compliance.

Each Company is duly organized, validly existing and in good standing under the Laws of the jurisdiction in which it is
incorporated or organized as identified on Schedule 7.2 (or any revised Schedule 7.2 delivered by Borrower to Lenders
evidencing changes permitted by Section 8.10, 9.10 or 9.11). Except where failure is not a Material Adverse Event, each
Restricted Company (a) is duly qualified to transact business and is in good standing as a foreign corporation or other entity in
each jurisdiction where the nature and extent of its business and properties require due qualification and good standing as
identified on Schedule 7.2 (or any such revised Schedule 7.2), and (b) possesses all requisite authority, permits, licenses,
consents, approvals and power to (i) own its assets and conduct its business as is now being, or is contemplated by this
Agreement to be, conducted, and (ii) execute, deliver, and perform its obligations under the Loan Papers to which it is party.

3. Subsidiaries.

VRI has no Subsidiaries, other than as disclosed on Schedule 7.2 (or on any revised Schedule 7.2 delivered by Borrower to
Lenders evidencing changes permitted by Section 8.10, 9.10 or 9.11). All of the outstanding shares of capital stock (or similar
voting interests) of the Restricted Companies are duly authorized, validly issued, fully paid and nonassessable. All of the
outstanding shares of capital stock of the Restricted Companies other than VRI are owned of record and beneficially as set forth
thereon, free and clear of any Liens, restrictions, claims or Rights of another Person, other than Permitted Liens, and are not
subject to any warrant, option or other acquisition Right of any Person or subject to any transfer restriction, other than restrictions
imposed by securities Laws and general corporate Laws.

4. Authorization and Contravention.



The execution and delivery by, and enforcement against, each Restricted Company of each Loan Paper or related document to
which it is a party and the performance by it of its obligations thereunder (a) are within its organizational power, (b) have been
duly authorized by all necessary action, (c) require no action by or filing with any Tribunal (other than any action or filing that
has been taken or made on or before the date of this Agreement), (d) do not violate any provision of its organizational documents,
(e) do not violate any provision of Law or any order of any Tribunal applicable to it, other than violations that individually or
collectively are not a Material Adverse Event, (f) do not violate any Material Agreements to which it is a party, or (g) do not
result in the creation or imposition of any Lien on any asset of any Company.

5. Binding Effect.

Upon execution and delivery by all parties thereto, each Loan Paper which is a contract will constitute a legal and binding
obligation of each Restricted Company party thereto, enforceable against it in accordance with its terms, except as enforceability
may be limited by applicable Debtor Relief Laws and general principles of equity.

6. Financial Statements; Fiscal Year.

The Current Financials were prepared in accordance with GAAP and, together with the notes thereto, present fairly, in all material
respects, the consolidated financial condition, results of operations, and cash flows of the Companies as of, and for the portion of
the fiscal year ending on, the date or dates thereof (subject only to normal year-end adjustments), and show all material
indebtedness and other liabilities, direct or contingent, of the Companies as of such date or dates, including liabilities for taxes,
material commitments and Debt. Since the date of the Current Financials, there has been no event or circumstance, either
individually or in the aggregate, that has resulted in or could reasonably be expected to result in a Material Adverse Event. The
fiscal year of Borrower ends on July 31.

7. Litigation.

Except as disclosed on Schedule 7.7, (a) no Company (other than as a creditor or claimant) is subject to, or aware of the threat of,
any Litigation (i) that is reasonably likely to be determined adversely to any Company and, if so adversely determined, shall
result in a Material Adverse Event, or (ii) that purports to affect or pertain to this Agreement or any other Loan Paper, or any of
the transactions contemplated hereby, (b) no outstanding or unpaid judgments against any Company exist, and (c) no Company is
a party to, or bound by, any judicial or administrative order, judgment, decree or consent decree relating to any past or present
practice, omission, activity or undertaking which constitutes a Material Adverse Event.

8. Taxes.

All Tax returns of each Company required to be filed have been filed (or extensions have been granted) before delinquency, other
than returns for which the failure to file is not a Material Adverse Event or, in any event, likely to result in a Lien on the assets of
the Companies securing any liability of the Companies (individually or when aggregated with any liability of the Companies
contemplated elsewhere in this Section and in Sections 7.9 and Section 7.10 herein that is reasonably likely to be secured by
Liens) in excess of the Threshold Amount, and all Taxes shown as due and payable in such returns have been paid before
delinquency, other than Taxes for which the criteria for Permitted Liens (as specified in clause (i) of the definition of "Permitted
Liens") have been satisfied, for which nonpayment is not a Material Adverse Event or, in any event, likely to result in a Lien on
the assets of the Companies securing any lia bility of the Companies (individually or when aggregated with any liability of the
Companies contemplated elsewhere in this Section and in Section 7.9 and Section 7.10 herein that reasonably likely to be secured
by Liens) in excess of the Threshold Amount, or which are being contested in good faith by appropriate proceedings diligently
conducted and for which adequate reserves have been provided. There is no proposed tax assessment against any Company that
would, if made, result in a Material Adverse Event or, in any event, result in a Lien on the assets of such Company or Companies
securing any liability (individually or when aggregated with any liability of the Companies contemplated elsewhere in this
Section and in Section 7.9 and Section 7.10 herein that is reasonably likely to be secured by Liens) in excess of the Threshold
Amount.

9. Environmental Matters.

Except as disclosed on Schedule 7.9 and except for conditions, circumstances or violations that are not, individually or in the
aggregate, a Material Adverse Event or, in any event, likely to result in a Lien on the assets of the Companies securing liability of
the Companies (individually or when aggregated with any liability of the Companies contemplated elsewhere in this Section and
in Section 7.8 and Section 7.10 herein that is reasonably likely to be secured by Liens) in excess of the Threshold Amount, no
Company (a) knows of any environmental condition or circumstance adversely affecting any Company's properties or operations,
(b) has, to its knowledge, received any written report of any Company's violation of any Environmental Law, or (c) knows that
any Company is under any obligation imposed by a Tribunal to remedy any violation of any Environmental Law. Except as
disclosed on Schedule 7.9, each Company believes that it s properties and operations do not violate any Environmental Law,
other than violations that are not, individually or in the aggregate, a Material Adverse Event or, in any event, likely to result in a
Lien on the assets of the Companies securing liability of the Companies (individually or when aggregated with any liability of the
Companies contemplated elsewhere in this Section and in Section 7.8 and Section 7.10 herein that is reasonably likely to be
secured by Liens) in excess of the Threshold Amount. No facility of any Company is used for, or to the knowledge of any
Company has been used for, treatment or disposal of any Hazardous Substance or storage of Hazardous Substances, other than in
material compliance with applicable Environmental Laws.

10. Employee Plans.

Except where the occurrence or existence is not a Material Adverse Event or, in any event, likely to result in a Lien on the assets
of any Company or the Companies securing liability of any Company or the Companies (individually or when aggregated with
any liability of the Companies contemplated elsewhere in this Section and in Section 7.8 and Section 7.9 herein that is reasonably
likely to be secured by Liens) in excess of the Threshold Amount, (a) no Employee Plan has incurred an "accumulated funding



deficiency" (as defined in section 302 of ERISA or section 412 of the Code), (b) no Company has incurred liability under ERISA
to the PBGC in connection with any Employee Plan (other than required insurance premiums, all of which have been paid), (c)
no Company has withdrawn in whole or in part from participation in a Multiemployer Plan, (d) no Company has engaged in any
"prohibited transaction" (as defined in section 406 of ERISA or section 4 975 of the Code), and (e) no "reportable event" (as
defined in section 4043 of ERISA) has occurred with respect to an Employee Plan, excluding events for which the notice
requirement is waived under applicable PBGC regulations.

11. Properties and Liens.

a. Each Company has good and marketable title in fee simple to, or a valid leasehold interest in, all material property
reflected on the Current Financials (other than for property that is obsolete or that has been disposed of in the
ordinary course of business or as otherwise permitted by Section 9.10 or Section 9.11).

b. Except for Permitted Liens, no Lien exists on any property of any Company (including, without limitation, the Forest
Service Permits and the Water Rights), and the execution, delivery, performance or observance of the Loan Papers
will not require or result in the creation of any Lien on any Company's property.

c. As of the date hereof, the Forest Service Permits constitute all of the material licenses, permits or leases from the
U.S. held by the Companies for use in connection with their respective skiing businesses.

d. Each of the Water Rights is, to the knowledge of the Companies, in full force and effect and, to the knowledge of the
Companies, there is no material default or existing condition which with the giving of notice or the passage of time
or both would cause a material default under any Water Right that is material to the operation of the Companies.
Subject to the available supply and to the terms and conditions of the applicable decrees, the Companies' Water
Rights provide a dependable, legal and physical snowmaking, irrigation and domestic water supply for the operation
of the Companies' businesses.

e. Each Closing Date Critical Asset owned by any Company is owned by a Wholly Owned Restricted Subsidiary of
Borrower (other than Closing Date Critical Assets owned by Heavenly Valley).

12. Government Regulations.

No Company or Controlling Person (a) is a "holding company," or a "subsidiary company" of a "holding company," or an
"affiliate" of a "holding company" or of a "subsidiary company" of a "holding company," within the meaning of the Public Utility
Holding Company Act of 1935, or (b) is or is required to be registered as an "investment company" under the Investment
Company Act of 1940.

13. Transactions with Affiliates.

Except as set forth in Schedule 7.13 and except for other transactions which do not, in the aggregate, cost the Restricted
Companies more than $2,000,000 in any fiscal year, no Restricted Company is a party to any transaction with any Affiliate (other
than another Restricted Company), except upon fair and reasonable terms not materially less favorable than it could obtain or
could become entitled to in an arm's-length transaction with a Person that was not its Affiliate.

14. Debt.

No Company is an obligor on any Debt, other than Permitted Debt.

15. Material Agreements.

All Material Agreements to which any Restricted Company is a party are in full force and effect, and no default or potential
default (a) exists on the part of any Restricted Company thereunder that is a Material Adverse Event or (b) would result from the
consummation of the transactions contemplated by this Agreement or any other Loan Paper.

16. Labor Matters.

There are no binding agreements of any type with any labor union, labor organization, collective bargaining unit or employee
group to which any Company is bound, other than Vail Summit Resorts' collective bargaining agreements with the Breckenridge
Professional Ski Patrol Association and Keystone Professional Ski Patrol Association and agreements which may be entered into
after the date of this Agreement which do not constitute a Material Adverse Event. No actual or threatened strikes, labor disputes,
slow downs, walkouts, or other concerted interruptions of operations by the employees of any Company that constitute a Material
Adverse Event exist. Hours worked by and payment made to employees of the Companies have not been in violation of the Fair
Labor Standards Act, as amended, or any other applicable Law dealing with labor matters, other than any violations, individually
or collectively, that are not a Material Adverse Event. All payments due from any Company for employee health and welfare
insurance have been paid or accrued as a liability on its books, other than any nonpayments that are not, individually or
collectively, a Material Adverse Event.

17. Solvency.

On the Closing Date and on each Loan Date, Borrower and each Guarantor is, and after giving effect to the requested Loan will
be, Solvent.

18. Intellectual Property.



Each Company owns (or otherwise holds rights to use) all material Intellectual Property, licenses, permits, and trade names
necessary to continue to conduct its businesses as presently conducted by it and proposed to be conducted by it immediately after
the date of this Agreement. To its knowledge, each Company is conducting its business without infringement or claim of
infringement of any license, patent, copyright, service mark, trademark, trade name, trade secret or other intellectual property
right of others, other than any infringements or claims that, if successfully asserted against or determined adversely to any
Company, would not, individually or collectively, constitute a Material Adverse Event, and to the best of each Company's
knowledge, no slogan or other advertising device, product, process, method, substance or part or other material now employed, or
now contemplated to be employed, by such Company infringes upon any rights held by any other Person. To the knowledge of
any Company as of the date hereof, no infringement or claim of infringement by others of any material Intellectual Property,
license, permit, trade name, or other intellectual property of any Company exists, other than claims which will not result in a
Material Adverse Event.

19. Full Disclosure.

Each material fact or condition relating to the Loan Papers or the financial condition, business or property of any Company has
been disclosed to Administrative Agent. All reports, financial statements, certificates and other information furnished by any
Company to Administrative Agent in connection with the Loan Papers on or before the date of this Agreement was, taken as a
whole, true and accurate in all material respects or based on reasonable estimates on the date the information is stated or certified.

20. Insurance.

The properties of the Companies are insured with financially sound and reputable insurance companies not Affiliates of the
Companies, in such amounts, with such deductibles and covering such risks as are customarily carried by companies engaged in
similar businesses and owning similar properties in localities where the Companies operate.

21. Compliance with Laws.

Each Company is in compliance in all material respects with the requirements of all Laws and all orders, writs, injunctions and
decrees applicable to it or to its properties, except in such instances in which (a) such requirement of Law or order, writ,
injunction or decree is being contested in good faith by appropriate proceedings diligently conducted or (b) the failure to comply
therewith, either individually or in the aggregate, could not reasonably be expected to result in a Material Adverse Event.

22. Tax Shelter Regulations.

Borrower does not intend to treat the Loans and/or L/Cs (and related transactions) as being a "reportable transaction" (within the
meaning of Treasury Regulation Section 1.6011-4). In the event Borrower determines to take any action inconsistent with such
intention, it will promptly notify Administrative Agent thereof. If Borrower so notifies Administrative Agent, Borrower
acknowledges that one or more of Lenders may treat its Loans and/or its interest in L/Cs as part of a transaction that is subject to
Treasury Regulation Section 301.6112-1, and such Lender or Lenders, as applicable, will maintain the lists and other records
required by such Treasury Regulation.

23. Senior Debt.

The Obligation represents, among other things, the restatement, renewal, amendment, extension, and modification of the "Obligation"
(as defined in the Existing Agreement) and constitutes "Senior Debt" under the Senior Subordinated Debt Indentures and other
documents evidencing and relating to Subordinated Debt.

8. AFFIRMATIVE COVENANTS.

So long as Lenders are committed to fund Loans and L/C Issuers are committed to issue L/Cs under this Agreement, and thereafter until
the Obligation is paid in full, Borrower covenants and agrees as follows:

1. Items to be Furnished.

Borrower shall cause the following to be furnished to each Lender:

a. With respect to each fiscal year of the Companies, within 5 Business Days after the date required to be filed with the
Securities and Exchange Commission as part of the Companies' periodic reporting, Financial Statements showing the
consolidated financial condition and results of operations of the Companies as of, and for the year ended on, that last
day, accompanied by: (A) the unqualified opinion of a firm of nationally-recognized independent certified public
accountants, based on an audit using generally accepted auditing standards, that the Financial Statements were
prepared in accordance with GAAP and present fairly, in all material respects, the consolidated financial condition
and results of operations of the Companies, (B) any management letter prepared by the accounting firm delivered in
connection with its audit, (C) a certificate from the accounting firm to Administrative Agent indicating that during its
audit it obtained no knowledge of any Default or Potential Default, or if it obtained knowledge, the nature and period
of existence thereof, and (D) a Compliance Certificate with respect to the Financial Statements.

b. With respect to each fiscal quarter of the Companies (other than the last fiscal quarter of each fiscal year), within
5 Business Days after the date required to be filed with the Securities and Exchange Commission as part of the
Companies periodic reportings, Financial Statements showing the consolidated financial condition and results of
operations of the Companies for such fiscal quarter and for the period from the beginning of the current fiscal year to
the last day of such fiscal quarter, accompanied by a Compliance Certificate with respect to the Financial Statements.

c. Promptly after receipt, a copy of each interim or special audit report, management letter and recommendations issued
by independent accountants with respect to any Company or its financial records.



d. Promptly after Borrower has notified Administrative Agent of any intention by Borrower to treat the Loans and/or
L/Cs as being a "reportable transaction" (within the meaning of Treasury Regulation Section 1.6011-4), a duly
completed copy of IRS Form 8886 or any successor form.

e. Notice, promptly after any Company knows or has reason to know, of (i) the existence and status of any Litigation
that, if determined adversely to any Company, would be a Material Adverse Event, (ii) any change in any material
fact or circumstance represented or warranted by any Restricted Company in connection with any Loan Paper, (iii)
the receipt by any Company of notice of any violation or alleged violation of any Environmental Law or ERISA
(which individually or collectively with other violations or allegations is reasonably likely to constitute a Material
Adverse Event), (iv) a Default or Potential Default, specifying the nature thereof and what action the Restricted
Companies have taken, are taking, or propose to take, (v) any breach or nonperformance of, or default under, a
Material Agreement of a Restricted Company that is reasonably likely to result in a Material Adverse Event, or (vi)
any material change in accounting policies or financial reporting practices by any Restrict ed Company. Each notice
pursuant to Section 8.1(e)(iv) shall describe with particularity any and all provisions of this Agreement and any other
Loan Paper that have been breached.

f. Promptly after filing, copies of all material reports or filings filed by or on behalf of any Company with any
securities exchange or the Securities and Exchange Commission (including, without limitation, copies of each Form
10-K, Form 10-Q and Form S-8 filed by or on behalf of VRI with the Securities and Exchange Commission within
15 days after filing).

g. Documents required to be delivered pursuant to Section 8.1(a) and (b) and Section 8.1(f) may be delivered
electronically and if so delivered, shall be deemed to have been delivered on the date such documents are received by
Administrative Agent; provided, that Borrower shall deliver paper copies of such documents to Administrative Agent
or any Lender that requests Borrower to deliver such paper copies until a written request to cease delivering paper
copies is given by Administrative Agent or such Lender. Notwithstanding anything contained herein, in every
instance Borrower shall be required to provide paper copies of the Compliance Certificates required by Section
8.1(a) and (b) to Administrative Agent and each of the Lenders. Except for such Compliance Certificates,
Administrative Agent shall have no obligation to request the delivery or to maintain copies of the documents referred
to above, and in any event shall have no responsibility to monitor compliance by Borrower with any such request for
delivery, and each Lender shall be solely responsible for requesting delivery to it or maintaining its copies of such
documents.

h. Subject to the confidentiality provisions set forth in Section 14.19, promptly upon reasonable request by
Administrative Agent or Required Lenders (through Administrative Agent), information (not otherwise required to
be furnished under the Loan Papers) respecting the business affairs, assets and liabilities of the Companies
(including, but not limited to, seasonal operating statistics, annual budgets, etc.) and opinions, certifications and
documents in addition to those mentioned in this Agreement.

i. With respect to the post-closing items set forth on Schedule 6.1, if any, deliver, or cause to be delivered, to
Administrative Agent, all agreements, documents, instruments, or other items listed on Schedule 6.1 on or prior to
the date specified for delivery thereof on Schedule 6.1.

2. Use of Proceeds.

Borrower will use all of the proceeds of Loans, L/Cs, and L/C Borrowings for working capital, to make advances and other
investments permitted by Section 9.8, to make acquisitions permitted under Section 9.11, and for other general corporate
purposes and capital expenditures of the Companies. No part of the proceeds of any L/C draft or drawing, any L/C Borrowing, or
any Loan will be used, directly or indirectly, for a purpose that violates any Law, including without limitation, the provisions of
Regulation U.

3. Books and Records.

Each Company will maintain books, records and accounts necessary to prepare financial statements in accordance with GAAP
and in material conformity with all applicable requirements of any Tribunal having regulatory jurisdiction over such Company.

4. Inspections.

Upon reasonable request, and subject to the confidentiality provisions set forth in Section 14.19, each Company will allow
Administrative Agent (or its Representatives) to inspect any of its properties, to review reports, files and other records and to
make and take away copies, to conduct tests or investigations, and to discuss any of its affairs, conditions and finances with its
other creditors, directors, officers, employees or representatives from time to time, during reasonable business hours; provided
that when a Default exists, Administrative Agent or any Lender (or any of their respective representatives or independent
contractors) may do any of the foregoing at the expense of Borrower at any time during normal business hours and with two (2)
Business Days advance notice. Any of the Lenders (or their Representatives) may accompany Administrative Agent during such
inspections.

5. Taxes.

Each Restricted Company will promptly pay when due any and all Taxes, other than Taxes which are being contested in good
faith by lawful proceedings diligently conducted, against which reserve or other provision required by GAAP has been made;
provided, however, that all such Taxes shall, in any event, be paid prior to any levy for execution in respect of any Lien on any
property of a Restricted Company.

6. Payment of Obligations.



Each Company will pay (or renew and extend) all of its obligations at such times and to such extent as may be necessary to
prevent a Material Adverse Event (except for obligations, other than Funded Debt, which are being contested in good faith by
appropriate proceedings); provided, that Borrower shall not and shall not permit any other Company to repay advances from
Apollo, other than as provided in Section 9.9.

7. Maintenance of Existence, Assets, and Business.

a. Except as otherwise permitted by Section 9.11, each Company will (i) maintain its organizational existence and good
standing in its state of organization and its authority to transact business in all other states where failure to maintain
its authority to transact business is a Material Adverse Event; (ii) maintain all Water Rights, licenses, permits
(including, without limitation, the Forest Service Permits), and franchises necessary for its business where failure to
maintain is a Material Adverse Event; (iii) preserve or renew all of its Intellectual Property, the non-preservation of
which could reasonably be expected to result in a Material Adverse Event; and (iv) keep all of its assets that are
useful in and necessary to its business in good working order and condition (ordinary wear and tear excepted) and
make all necessary repairs and replacements.

b. Each Closing Date Critical Asset owned by any Company shall be owned by a Wholly Owned Restricted Subsidiary
of Borrower (other than Closing Date Critical Assets owned by Heavenly Valley). Any Future Critical Asset acquired
by any Company shall be owned by a Restricted Subsidiary of Borrower, so long as (i) such Restricted Subsidiary
has provided a Guaranty and Pledge Agreement in accordance with the provisions set forth in Sections 5.1, 5.2, or
8.10 herein, as the case may be, (ii) the stock or other equity interests in such Restricted Subsidiary owned by a
Restricted Company have been pledged to Administrative Agent, for the benefit of Lenders, pursuant to a Pledge
Agreement, and (iii) such Restricted Subsidiary has otherwise complied with the terms and provisions set forth in the
Loan Papers, including, without limitation, Section 9.16 herein.

c. No Restricted Company party to a Pledge Agreement will change its name in any manner (except by registering
additional trade names), unless such Restricted Company shall have given Administrative Agent prior notice thereof.
Borrower shall promptly notify Administrative Agent of any change in name of any other Company (except the
registering of additional tradenames).

8. Insurance.

Each Company will maintain with financially sound, responsible, and reputable insurance companies or associations (or, as to
workers' compensation or similar insurance, with an insurance fund or by self-insurance authorized by the jurisdictions in which
it operates) insurance concerning its properties and businesses against casualties and contingencies and of types and in amounts
(and with co-insurance and deductibles) as is customary in the case of similar businesses. At Administrative Agent's request, each
Company will deliver to Administrative Agent certificates of insurance for each policy of insurance and evidence of payment of
all premiums.

9. Environmental Laws.

Each Company will (a) conduct its business so as to comply in all material respects with all applicable Environmental Laws and
shall promptly take required corrective action to remedy any non-compliance with any Environmental Law, except where failure
to comply or take action would not be a Material Adverse Event, and (b) establish and maintain a management system designed
to ensure compliance with applicable Environmental Laws and minimize material financial and other risks to each Company
arising under applicable Environmental Laws or as the result of environmentally related injuries to Persons or property, except
where failure to comply would not be a Material Adverse Event. Borrower shall deliver reasonable evidence of compliance with
the foregoing covenant to Administrative Agent within 30 days after any written request from Required Lenders, which request
shall be made only if Required Lenders reasonably believe that a failure to comply with the foregoing covenant woul d be a
Material Adverse Event.

10. Subsidiaries.

Subject to Section 9.8, the Companies may create or acquire additional Subsidiaries (including Unrestricted Subsidiaries); provided that
(a) each Person (other than any Qualifying Metro District or any Subsidiary of a Qualifying Metro District) that becomes a Restricted
Subsidiary after the date of this Agreement (whether as a result of an acquisition permitted under Section 9.11, creation, or otherwise)
shall execute and deliver to Administrative Agent a Guaranty within 30 days after becoming a Restricted Subsidiary, (b) each Restricted
Company that becomes the holder of the capital stock or equity interest of each Person that becomes a Restricted Subsidiary (other than
any Subsidiary of a Restricted Subsidiary that is a Qualifying Metro District) after the date of this Agreement (whether as a result of an
acquisition permitted under Section 9.11, creation, or otherwise) shall execute and deliver to Administrative Agent a Pledge Agreement,
together with any related Security Documents reasonably required by Administrative Agent, pledging such capital stock or equity
interests within 30 days after such Person becomes a Subsidiary, and (c) and Borrower shall deliver to Administrative Agent a revised
Schedule 7.2 reflecting such new Subsidiary within 30 days after it becomes a Subsidiary. Subject to Section 14.12(b)(v),
Administrative Agent shall execute documentation reasonably required to release any Restricted Subsidiary which is re-designated by
Borrower as an Unrestricted Subsidiary from its Guaranty.

9. NEGATIVE COVENANTS.

So long as Lenders are committed to fund Loans and L/C Issuers are committed to issue L/Cs under this Agreement, and thereafter until
the Obligation is paid in full, Borrower covenants and agrees as follows:

1. Taxes.

No Company shall use any portion of the proceeds of any Loan to pay the wages of employees, unless a timely payment to or
deposit with the U.S. of all amounts of Tax required to be deducted and withheld with respect to such wages is also made.



2. Payment of Obligations.

No Company shall voluntarily prepay principal of, or interest on, any Funded Debt, other than the Obligation, if a Default or
Potential Default exists (or would result from such payment). No Company shall repay, repurchase, redeem or defease
Subordinated Debt without the prior written consent of Required Lenders.

3. Employee Plans.

Except where a Material Adverse Event would not result, no Company shall permit any of the events or circumstances described
in Section 7.10 to exist or occur.

4. Debt.

No Company shall create, incur or suffer to exist any Debt, other than Permitted Debt.

5. Liens.

No Company shall (a) create, incur or suffer or permit to be created or incurred or to exist any Lien upon any of its assets, other
than Permitted Liens, or (b) enter into or permit to exist any arrangement or agreement that directly or indirectly prohibits any
Company from creating or incurring any Lien, other than (i) the Loan Papers, (ii) the documents executed in connection with the
Vail Bonds (and any documents relating to a refinancing of the Vail Bonds), (iii) the Senior Subordinated Debt Indentures as in
effect on the Closing Date (which do not prohibit the creation or incurrence of Liens securing "Senior Debt" defined therein), (iv)
any other indenture that contains the same exception for liens securing "Senior Debt" as the Senior Subordinated Debt Indentures,
and (v) leases or licenses that prohibit Liens on the leased or licensed property.

6. Transactions with Affiliates.

Except for transactions which do not, in the aggregate, cost the Restricted Companies more than $2,000,000 in any fiscal year, no
Restricted Company shall enter into or suffer to exist any transaction with any Affiliate (other than another Restricted Company),
or guaranty, obtain any letter of credit or similar instrument in support of, or create, incur or suffer to exist any Lien upon any of
its assets as security for, any Debt or other obligation of any Affiliate (other than Debts or other obligations of another Restricted
Company) unless (a) such transaction is an advance or equity contribution to an Unrestricted Subsidiary permitted by Section
9.8(j), (b) such transaction is described in Section 9.9 or on Schedule 7.13, (c) such transaction is an investment in employee
residences permitted by Section 9.8(m)(iii), or (d) such transaction is upon fair and reasonable terms not materially less favorable
tha n it could obtain or could become entitled to in an arm's-length transaction with a Person that was not its Affiliate.

7. Compliance with Laws and Documents.

No Company shall (a) violate the provisions of any Laws or rulings of any Tribunal applicable to it or of any Material Agreement
to which it is a party if that violation alone, or when aggregated with all other violations, would be a Material Adverse Event, (b)
violate the provisions of its organizational documents if such violation would cause a Material Adverse Event, or (c) repeal,
replace or amend any provision of its organizational documents if that action would be a Material Adverse Event.

8. Loans, Advances and Investments.

Except as permitted by Section 9.9 or Section 9.11, no Restricted Company shall make or suffer to exist any loan, advance,
extension of credit or capital contribution to, make any investment in, or purchase or commit to purchase any stock or other
securities or evidences of Debt of, or interests in, any other Person, other than:

a. expense accounts for and other loans or advances to its directors, officers and employees in the ordinary course of
business in accordance with applicable Law;

b. marketable obligations issued or unconditionally guaranteed by the U.S. or issued by any of its agencies and backed
by the full faith and credit of the U.S., in each case maturing within one year from the date of acquisition;

c. short-term investment grade domestic and eurodollar certificates of deposit or time deposits that are fully insured by
the Federal Deposit Insurance Corporation or are issued by commercial banks organized under the Laws of the U.S.
or any of its states having combined capital, surplus, and undivided profits of not less than $100,000,000 (as shown
on its most recently published statement of condition);

d. commercial paper and similar obligations rated "P-1" by Moody's or "A-1" by S&P;

e. readily marketable tax-free municipal bonds of a domestic issuer rated "A-2" or better by Moody's or "A" or better by
S&P, and maturing within one year from the date of issuance;

f. mutual funds or money market accounts investing primarily in items described in clauses (b) through (e) above;

g. demand deposit accounts maintained in the ordinary course of business;

h. current trade and customer accounts receivable that are for goods furnished or services rendered in the ordinary
course of business and that are payable in accordance with customary trade terms;

i. Financial Hedges existing on the date hereof which have previously been approved by Administrative Agent and
other Financial Hedges entered into after the date hereof under terms reasonably acceptable to Administrative Agent;



j. loans, advances, and investments of the Restricted Companies existing on the Closing Date (i) in the Existing Metro
Districts and in Keystone/IntraWest LLC, which investments are identified on part (a) of Schedule 9.8, and (ii) in
Persons other than Restricted Companies, Existing Metro Districts, and Keystone IntraWest LLC, which loans and
investments are identified on part (b) of Schedule 9.8;

k. loans, advances and investments in Restricted Companies (other than any such loans, advances and investments in
any Restricted Company that is a Metro District or any Subsidiary of a Restricted Company that is a Metro District),
including, without limitation, investments in Persons that become Restricted Subsidiaries upon transactions
consummated in compliance with Section 9.11 herein;

l. subject to compliance with Sections 8.10 and 9.14, investments in any other Person (including purchases of stock or
other securities or evidence of Debt of, assets of, or loans, advances, extensions of credit, or capital contributions to
such Person, but excluding capital appreciation and accrued interest); provided that all such investments made
pursuant to this clause (l) shall not in the aggregate exceed, when aggregated with amounts set forth on part (b) of
Schedule 9.8 that are outstanding at the time of determination, 15% of the Companies' consolidated net worth at the
time of determination; and

m. the following investments:

i. a capital contribution, in an amount not to exceed $650,000, in Boulder/Beaver LLC;

ii. workers compensation reserve account, established pursuant to a self-insurance permit from the Department of
Labor or comparable agency in any state in which the Companies' businesses are located, invested exclusively
in items described in clauses (b) through (f) above; and

iii. loans and contributions to employees for investments in employee residences as part of such employees'
compensation packages not to exceed $10,000,000 in the aggregate.

9. Management Fees and Distributions.

Except as set forth on Schedule 9.9, no Company shall make any Distribution, except as follows:

a. if no Default or Potential Default exists (or would result therefrom), the Companies may pay management fees to
Apollo of up to $500,000 (in cash and/or services) in any fiscal year of the Companies;

b. VRI may make payments of approximately $100,000 accruing to certain option holders;

c. any Company may make Distributions to a Restricted Company;

d. if VRI issues any Subordinated Debt which is subsequently converted to preferred stock, VRI may, if no Default or
Potential Default exists (or would result therefrom), pay dividends on such stock at an annual rate which is less than
or equal to the annual rate of interest payable on such Subordinated Debt prior to its conversion, so long as the terms
on such preferred stock are no more favorable to the holders of the preferred stock than the terms afforded to the
holders of the Subordinated Debt set forth in the indenture and other documents evidencing or executed in connection
with such Subordinated Debt; and

e. if no Default or Potential Default exists (or would result therefrom), VRI may make other Distributions to its
shareholders (in addition to those described in clause (d) above), so long as all of such other Distributions made
during any four consecutive fiscal quarters of the Companies (including any dividends on preferred stock which
exceed the amount permitted under clause (d) above) do not exceed 50% of the Restricted Companies' Net Income
during such period.

10. Sale of Assets.

No Restricted Company may sell, assign, lease, transfer or otherwise dispose of all or any material portion of the Critical Assets,
if the ratio described in Section 10.1 would, on a pro forma basis (taking the disposition into account), increase as a result of such
disposition.

11. Acquisitions, Mergers, and Dissolutions.

a. Except as provided in this Section 9.11 and subject to Sections 8.10 and 9.8, a Restricted Company may not (i)
acquire all or any substantial portion of the capital stock (or other equity or voting interests) of any other Person, (ii)
acquire all or any substantial portion of the assets of any other Person, (iii) merge or consolidate with any other
Person, or (iv) liquidate, wind up or dissolve (or suffer any liquidation or dissolution).

b. Any Restricted Subsidiary may (i) acquire all or any substantial portion of the capital stock (or other equity or voting
interests) issued by any other Restricted Subsidiary, (ii) acquire all or any substantial portion of the assets of any
other Restricted Subsidiary, and (iii) merge or consolidate with any other Restricted Subsidiary (and, in the case of
such merger or consolidation or, in the case of the conveyance or distribution of such assets, the non-surviving or
selling entity, as the case may be, may be liquidated, wound up or dissolved), provided, that (1) if Borrower is a party
to such merger or consolidation, then Borrower must be the surviving entity, (2) if Borrower is not a party to such
merger or consolidation, and the surviving entity will own Closing Date Critical Assets, then a Wholly Owned
Restricted Subsidiary of Borrower must be the surviving entity, (3) if Borrower is not a party to such merger or
consolidation, and the surviving entity will own Future Crit ical Assets, then a Restricted Subsidiary of Borrower
must be the surviving entity, so long as the conditions for the ownership of Future Critical Assets by Restricted



Subsidiaries of Borrower set forth in Section 8.7(b) herein are satisfied, and (4) if Borrower is not a party to such
merger or consolidation, and the surviving entity will not own Critical Assets, a Restricted Subsidiary must be the
surviving entity.

c. Subject to compliance with Section 8.10 herein, any Restricted Subsidiary may (i) acquire all or any substantial
portion of the capital stock (or other equity or voting interests) issued by any other Person, (ii) acquire all or any
substantial portion of the assets of any other Person, or (iii) merge or consolidate with any other Person (and, in the
case of such merger or consolidation, the non-surviving entity may be liquidated, wound up or dissolved), so long as,
with respect to any transaction contemplated by items (i) through (iii) above:

(i) the Purchase Price for such transaction (A) when aggregated with the Purchase Price of all other acquisitions or mergers
consummated by the Restricted Subsidiaries during the most-recent four fiscal quarters, does not exceed $90,000,000, and (B)
when aggregated with the Purchase Price of all other acquisitions or mergers consummated by the Restricted Subsidiaries after
the Closing Date, does not exceed $250,000,000,

(ii) the ratio of Funded Debt on the closing date of the transaction to Adjusted EBITDA for the most-recently-ended four fiscal
quarters, after giving pro forma effect to the transaction, is less than or equal to 4.50 to 1.00; for purposes hereof, Adjusted
EBITDA for any period shall include on a pro forma basis all EBITDA for the Restricted Companies for such period relating to
assets acquired (including Restricted Subsidiaries formed or acquired) in accordance with this Agreement during such period, but
shall exclude on a pro forma basis all EBITDA for the Restricted Companies for such period relating to any such assets disposed
of in accordance with this Agreement during such period;

(iii) such other Person is engaged in a business in which a Restricted Company would be permitted to engage under Section 9.14,
and is organized under the laws of the United States or Canada,

(iv) in respect of any such transaction for which the sum of the Purchase Price exceeds $25,000,000, at least 15 days before the
transaction's closing date Borrower delivers to Administrative Agent (A) a written description of the transaction, including the
funding sources, the Purchase Price, and calculations demonstrating pro forma compliance with the terms and conditions of the
Loan Papers after giving effect to the transaction (including compliance with the Companies' applicable financial covenants), and
(B) a copy of the executed purchase agreement or executed merger agreement relating to the transaction (and, to the extent
available, all schedules and exhibits thereto),

(v) with respect to a merger or consolidation, (1) if Borrower is a party to such merger or consolidation, Borrower must be the
surviving entity, (2) if Borrower is not a party to such merger or consolidation, and the surviving entity will own Closing Date
Critical Assets, then a Wholly Owned Subsidiary of Borrower must be the surviving entity, (3) if Borrower is not a party to such
merger or consolidation, and the surviving entity will own Future Critical Assets, then a Restricted Subsidiary of Borrower must
be the surviving entity, so long as the conditions for the ownership of Future Critical Assets by Restricted Subsidiaries of
Borrower set forth in Section 8.7(b) herein are satisfied, and (4) if Borrower is not a party to such merger or consolidation, and
the surviving entity will not own Critical Assets, then a Restricted Subsidiary must be the surviving entity, so long as, to the
extent such surviving entity has not already done so, it shall concurrently with (and not later than 30 days after) such merger or
consolidation, execute and deliver to Administrative Agent a Guaranty,

(vi) as of the closing of any such transaction, the transaction has been approved and recommended by the board of directors of the
Person to be acquired or from which such business is to be acquired,

(vii) as of the closing of any transaction, after giving effect to such acquisition or merger, the acquiring party is Solvent and the
Companies, on a consolidated basis, are Solvent, and

(viii) as of the closing of any transaction, no Default or Potential Default exists or shall occur as a result of, and after giving effect
to, such transaction.

12. Assignment.

No Company shall assign or transfer any of its Rights or cause to be delegated its duties or obligations under any of the Loan
Papers.

13. Fiscal Year and Accounting Methods.

No Company shall change its fiscal year or its method of accounting (other than immaterial changes in methods or as required by
GAAP).

14. New Businesses.

No Restricted Company shall engage in any business, except the businesses in which they are presently engaged and any other
business reasonably related to the Companies' current operations or the resort, leisure or ski business; provided, however, that the
foregoing shall not be construed to prohibit the cessation by any Company of its business activities or the sale or transfer of the
business or assets of such Company to the extent not otherwise prohibited by this Agreement.

15. Government Regulations.

No Company shall conduct its business in a way that it becomes regulated under the Investment Company Act of 1940, as
amended, or the Public Utility Holding Company Act of 1935, as amended.

16. Burdensome Agreements.



No Company shall enter into, incur or permit to exist any agreement or other arrangement (other than this Agreement or any other
Loan Paper) that prohibits, restricts or imposes any condition upon (a) the ability of any Restricted Company to create, incur or
permit to exist any Lien upon any of its property or assets, or (b) the ability of any Restricted Company to pay dividends or other
Distributions with respect to any shares of its capital stock to Borrower or any Guarantor, to otherwise transfer property or assets
to Borrower or any Guarantor, to make or repay loans or advances to Borrower or any other Guarantor, or to Guarantee the Debt
of Borrower; provided, that (i) the foregoing clauses (a) and (b) shall not apply to restrictions and conditions (A) imposed by
Law, the Loan Papers, the Senior Subordinated Debt Indentures, or other Subordinated Debt issued after the Closing Date, so long
as ( 1) such restrictions do not prevent, impede or impair (I) the creation of Liens and Guarantees in favor of Lenders under the
Loan Papers or (II) the satisfaction of the obligations of Borrower and Guarantors under the Loan Papers, and (2) Subordinated
Debt (other than Subordinated Debt that contains terms and provisions no more restrictive than the terms and provisions of the
Senior Subordinated Debt Indentures as of the Closing Date and provides that references to this Agreement therein shall provide
for the renewal, extension, amendment or modification of this Agreement from time to time) issued after the Closing Date
contains terms and provisions acceptable to Administrative Agent, (B) contained in agreements relating to the sale of a
Subsidiary, so long as the sale of such Subsidiary is permitted pursuant to this Agreement, and (C) contained in agreements set
forth on Schedule 9.16; and (ii) the foregoing clause (a) shall n ot apply to customary provisions in leases and other agreements
restricting the assignment thereof.

17. Use of Proceeds.

Borrower shall not, and Borrower shall not permit any other Restricted Company to, use any part of the proceeds of any Loan, directly
or indirectly, for a purpose which violates any Law, including, without limitation, the provisions of Regulations T, U, and X (as enacted
by the Board of Governors of the Federal Reserve System, as amended).

10. FINANCIAL COVENANTS.

So long as Lenders are committed to fund Loans and L/C Issuers are committed to issue L/Cs under this Agreement, and thereafter until
the Obligation is paid and performed in full (except for provisions under the Loan Papers expressly intended to survive payment of the
Obligation and termination of the Loan Papers), Borrower covenants and agrees as follows to comply with each of the following ratios.
For purposes of determining each such ratio, Adjusted EBITDA for any period shall include on a pro forma basis all EBITDA for the
Restricted Companies for such period relating to assets acquired (including Restricted Subsidiaries formed or acquired) in accordance
with this Agreement during such period, but shall exclude on a pro forma basis all EBITDA for the Companies for such period relating
to any such assets disposed of in accordance with this Agreement during such period.

1. Maximum Leverage Ratios.

a. Funded Debt to Adjusted EBITDA. As calculated as of the last day of each fiscal quarter of the Restricted Companies,
the Restricted Companies shall not permit the ratio of (i) the unpaid principal amount of Funded Debt existing as of
such last day to (ii) Adjusted EBITDA for the four fiscal quarters ending on such last day to exceed the following:

As of the last day of each fiscal quarter
ending January 31, April 30, and July 31
(other than July 31, 2003):

4.50 to 1.00

As of the last day of the fiscal quarter
ending July 31, 2003: 4.75 to 1.00

As of the last day of each fiscal quarter
ending October 31:

5.00 to 1.00

b. Senior Debt to Adjusted EBITDA. As calculated as of the last day of each fiscal quarter of the Restricted Companies,
the Restricted Companies shall not permit the ratio of (i) the unpaid amount of Senior Debt existing as of such last
day to (ii) Adjusted EBITDA for the four fiscal quarters ending on such last day to exceed the following:

As of the last day of each fiscal quarter
ending January 31, April 30, and July 31:

3.25 to 1.00

As of the last day of each fiscal quarter
ending October 31:

3.50 to 1.00

2. Minimum Fixed Charge Coverage Ratio.

As calculated as of the last day of each fiscal quarter of the Restricted Companies, the Restricted Companies shall not permit the
ratio of (a) Adjusted EBITDA for the four fiscal quarters ending on such last day minus expense for cash income Taxes paid
minus Required Capital Expenditures, to (b) scheduled principal and interest payments on the Obligation and on all other Funded
Debt plus Distributions (other than of stock) made by VRI, in each case in such four fiscal quarters, to be less than 1.25:1.00.

3. Minimum Net Worth.



Shareholders' Equity may not at any time be less than an amount equal to the sum of (a) 90% of the Shareholders Equity for the
fiscal quarter ended January 31, 2003, plus (b) 75% of the Net Income of the Restricted Companies, if positive, for the period
from and including February 1, 2003, to and including July 31, 2003, plus (c) 75% of the Net Income of the Restricted
Companies, if positive, for each fiscal year completed after July 31, 2003, plus (d) 100% of any Net Proceeds received by any
Restricted Company (other than from another Company) from the offering, issuance, or sale of equity securities of a Restricted
Company after January 31, 2003.

4. Interest Coverage Ratio.

As calculated as of the last day of each fiscal quarter of the Restricted Companies, the Restricted Companies shall not permit the
ratio of (a) Adjusted EBITDA for the four fiscal quarters ending on such last day to (b) interest on Funded Debt in such four
fiscal quarters to be less than 2.50 to 1.00.

5. Capital Expenditures.

The Restricted Companies may not make or become legally obligated to make any expenditure in respect of the purchase or other
acquisition of any fixed or capital asset (excluding (a) normal replacements and maintenance which are properly charged to current
operations, and (b) such expenditures relating to real estate held for resale), except for capital expenditures in the ordinary course of
business not exceeding, in the aggregate for the Restricted Companies during each fiscal year, an amount equal to 10% of the Total
Assets as of the last day of such fiscal year as reflected on the Companies' audited Financial Statement for such fiscal year.

11. DEFAULT.

The term "Default" means the occurrence of any one or more of the following events:

1. Payment of Obligation.

The failure or refusal of any Company to pay (a) any principal payment contemplated by Sections 3.2(b) and 3.2(c) of this
Agreement after such payment becomes due and payable hereunder, (b) any principal payment (other than those contemplated by
Sections 3.2(b) and 3.2(c)) or interest payment contemplated to be made hereunder within 3 Business Days after demand therefor
by Administrative Agent, (c) any amount contemplated to be paid hereunder in respect of fees, costs, expenses or indemnities
within 10 Business Days after demand therefor by Administrative Agent and (d) any amount in respect of its reimbursement
obligations in connection with any drawing under an L/C (including, without limitation, any L/C Borrowing) within 3 Business
Days after demand therefor by Administrative Agent.

2. Covenants.

The failure or refusal of any Company to punctually and properly perform, observe, and comply with:

a. Any covenant, agreement or condition applicable to it contained in Sections 8.2, 9 (other than Sections 9.1, 9.3, 9.6
and 9.7) or 10; or

b. Any other covenant, agreement or condition applicable to it contained in any Loan Paper (other than the covenants to
pay the Obligation and the covenants in clause (a) preceding), and failure or refusal continues for 30 days.

3. Debtor Relief.

Any Restricted Company (a) fails to pay its Debts generally as they become due, (b) voluntarily seeks, consents to, or acquiesces
in the benefit of any Debtor Relief Law, (c) becomes a party to or is made the subject of any proceeding provided for by any
Debtor Relief Law that could suspend or otherwise adversely affect the Rights of Administrative Agent or any Lender granted in
the Loan Papers (unless, if the proceeding is involuntary, the applicable petition is dismissed within 60 days after its filing), or (d)
becomes subject to an order for relief granted under the Bankruptcy Reform Act of 1978, as amended from time to time (other
than as a creditor or claimant).

4. Judgments and Attachments.

Any Restricted Company fails, within 60 days after entry, to pay, bond or otherwise discharge any judgment or order for the
payment of money in excess of $5,000,000 (individually or collectively) or any warrant of attachment, sequestration or similar
proceeding against any assets of any Restricted Company having a value (individually or collectively) of $5,000,000, which is
neither (a) stayed on appeal nor (b) diligently contested in good faith by appropriate proceedings and adequate reserves have been
set aside on its books in accordance with GAAP.

5. Government Action.

Any Tribunal condemns, seizes or otherwise appropriates, or takes custody or control of all or any substantial portion of the
Critical Assets.

6. Misrepresentation.

Any material representation or warranty made or deemed made by any Company in connection with any Loan Paper at any time
proves to have been materially incorrect when made.

7. Ownership.

There shall occur a Change of Control Transaction.



8. Default Under Other Agreements.

Subject to Section 11.9 below,

(a) any Restricted Company fails to pay when due (after lapse of any applicable grace period) any recourse Debt in excess
(individually or collectively) of $5,000,000; or (b) any default exists under any agreement to which any Restricted Company is a
party, the effect of which is to cause, or to permit any Person (other than a Restricted Company) to cause, any recourse obligation
in excess (individually or collectively) of $5,000,000 to become due and payable by any Restricted Company before its stated
maturity, except to the extent such obligation is declared to be due and payable as a result of the sale of any asset to which it
relates.

9. Subordinated Debt.

(a) (i) The occurrence of any "default," "event of default," or other breach under or with respect to any Subordinated Debt, which
"default," "event of default," or other breach remains uncured (after lapse of any applicable cure periods) on any date of
determination; (ii) the trustee with respect to, or any holder of, any Subordinated Debt shall effectively declare all or any portion
of such Debt or obligation thereunder due and payable prior to the stated maturity thereof; or (iii) any obligations under the
Subordinated Debt become due before its stated maturity by acceleration of the maturity thereof.

(b) The payment directly or indirectly (including, without limitation, any payment in respect of any sinking fund, defeasance,
redemption, or payment of any dividend or distribution) by any Company of any amount of any Subordinated Debt in a manner or
at a time during which such payment is not permitted under the terms of the Loan Papers or under any instrument or document
evidencing or creating the Subordinated Debt, including, without limitation, any subordination provisions set forth therein, or if
an event shall occur, including, without limitation, a "Change of Control" as defined in any agreement evidencing or creating the
Subordinated Debt, and (i) such event results in the ability of the trustee or the holders of any such Debt or obligation to request
or require (or any Company shall automatically be so required) to redeem or repurchase such Debt or obligation, or (ii) any
Company shall initiate notice of redemption to holders of the Subordinated Debt or obligat ion, in connection with a redemption
of any Debt or obligation arising under such agreements or instruments.

10. Validity and Enforceability of Loan Papers.

Except in accordance with its terms or as otherwise expressly permitted by this Agreement, any Loan Paper at any time after its
execution and delivery ceases to be in full force and effect in any material respect or is declared to be null and void or its validity
or enforceability is contested by any Company party thereto or any Company denies that it has any further liability or obligations
under any Loan Paper to which it is a party.

11. Employee Plans.

Except where the occurrence or existence is not a Material Adverse Event or, in any event, likely to result in a Lien on the assets of any
Company or the Companies securing liability for any Company or the Companies (individually or when aggregated with any liability of
the Companies contemplated by Section 7.8 and Section 7.9 herein that is reasonably likely to be secured by Liens) in excess of the
Threshold Amount, (a) an Employee Plan incurs an "accumulated funding deficiency" (as defined in section 302 of ERISA or section
412 of the Code), (b) a Company incurs liability under ERISA to the PBGC in connection with any Employee Plan (other than required
insurance premiums paid when due), (c) a Company withdraws in whole or in part from participation in a Multiemployer Plan, (d) a
Company engages in any "prohibited transaction" (as defined in section 406 of ERISA or section 4975 of the Code), or (e) a
"reportable event" (as defined in section 4043 of ERISA) occurs with respect to an Employee Plan, excluding events for which the
notice requirement is waived under applicable PBGC regulations.

12. RIGHTS AND REMEDIES.

1. Remedies Upon Default.

a. If a Default exists under Section 11.3, the commitment to extend credit under this Agreement automatically
terminates, the entire unpaid balance of the Obligation automatically becomes due and payable without any action of
any kind whatsoever, and Borrower must provide cash collateral in an amount equal to the then-existing L/C
Exposure.

b. If any Default exists, subject to the terms of Section 13.5, Administrative Agent may (with the consent of, and must,
upon the request of, Required Lenders), do any one or more of the following: (i) if the maturity of the Obligation has
not already been accelerated under Section 12.1(a), declare the entire unpaid balance of all or any part of the
Obligation immediately due and payable, whereupon it is due and payable; (ii) terminate the commitments of
Lenders to extend credit or to continue or convert any Loan under this Agreement; (iii) reduce any claim to
judgment; (iv) demand Borrower to provide cash collateral in an amount equal to the L/C Exposure then existing;
and (v) exercise any and all other legal or equitable Rights afforded by the Loan Papers, the Laws of the State of New
York, or any other applicable jurisdiction.

2. Company Waivers.

To the extent permitted by Law, each Company waives presentment and demand for payment, protest, notice of intention
to accelerate, notice of acceleration and notice of protest and nonpayment, and agrees that its liability with respect to all
or any part of the Obligation is not affected by any renewal or extension in the time of payment of all or any part of the
Obligation, by any indulgence, or by any release or change in any security for the payment of all or any part of the
Obligation.

3. Performance by Administrative Agent.



If any covenant, duty or agreement of any Company is not performed in accordance with the terms of the Loan Papers,
Administrative Agent may, while a Default exists, at its option (but subject to the approval of Required Lenders), perform or
attempt to perform that covenant, duty or agreement on behalf of that Company (and any amount expended by Administrative
Agent in its performance or attempted performance is payable by the Companies, jointly and severally, to Administrative Agent
on demand, becomes part of the Obligation, and bears interest at the Default Rate from the date of Administrative Agent's
expenditure until paid). However, Administrative Agent does not assume and shall never have, except by its express written
consent, any liability or responsibility for the performance of any covenant, duty or agreement of any Company.

4. Not in Control.

None of the covenants or other provisions contained in any Loan Paper shall, or shall be deemed to, give Administrative Agent or
Lenders the Right to exercise control over the assets (including, without limitation, real property), affairs, or management of any
Company; the power of Administrative Agent and Lenders is limited to the Right to exercise the remedies provided in this
Section 12.

5. Course of Dealing.

The acceptance by Administrative Agent or Lenders of any partial payment on the Obligation shall not be deemed to be a waiver
of any Default then existing. No waiver by Administrative Agent, Required Lenders, Required Revolver Lenders or Lenders of
any Default shall be deemed to be a waiver of any other then-existing or subsequent Default. No delay or omission by
Administrative Agent, Required Lenders, Required Revolver Lenders or Lenders in exercising any Right under the Loan Papers
will impair that Right or be construed as a waiver thereof or any acquiescence therein, nor will any single or partial exercise of
any Right preclude other or further exercise thereof or the exercise of any other Right under the Loan Papers or otherwise.

6. Cumulative Rights.

All Rights available to Administrative Agent, Required Lenders, and Lenders under the Loan Papers are cumulative of and in
addition to all other Rights granted to Administrative Agent, Required Lenders, Required Revolver Lenders, and Lenders at law
or in equity, whether or not the Obligation is due and payable and whether or not Administrative Agent, Required Lenders,
Required Revolver Lenders or Lenders have instituted any suit for collection, foreclosure, or other action in connection with the
Loan Papers.

7. Application of Proceeds.

Any and all proceeds ever received by Administrative Agent or Lenders from the exercise of any Rights pertaining to the
Obligation shall be applied to the Obligation according to Section 3.10.

8. Diminution in Value of Collateral.

Neither Administrative Agent nor any Lender has any liability or responsibility whatsoever for any diminution in or loss of value
of any Collateral or other collateral ever securing payment or performance of all or any part of the Obligation (other than
diminution in or loss of value caused by its gross negligence or willful misconduct).

9. Certain Proceedings.

The Companies will promptly execute and deliver, or cause the execution and delivery of, all applications, certificates, instruments,
registration statements and all other documents and papers Administrative Agent, Required Lenders, or Required Revolver Lenders
reasonably request in connection with the obtaining of any consent, approval, registration, qualification, permit, license or authorization
of any Tribunal or other Person necessary or appropriate for the effective exercise of any Rights under the Loan Papers. Because
Borrower agrees that Administrative Agent's, Required Lenders' and Required Revolver Lenders' remedies at Law for failure of the
Companies to comply with the provisions of this paragraph would be inadequate and that failure would not be adequately compensable
in damages, Borrower agrees that the covenants of this paragraph may be specifically enforced.

13. ADMINISTRATIVE AGENT.

1. Appointment and Authorization of Administrative Agent.

a. Each Lender hereby irrevocably appoints, designates and authorizes Administrative Agent to take such action on its
behalf under the provisions of this Agreement and each other Loan Paper and to exercise such powers and perform
such duties as are expressly delegated to it by the terms of this Agreement or any other Loan Paper, together with
such powers as are reasonably incidental thereto. Notwithstanding any provision to the contrary contained elsewhere
herein or in any other Loan Paper, Administrative Agent shall not have any duties or responsibilities, except those
expressly set forth herein, nor shall Administrative Agent have or be deemed to have any fiduciary relationship with
any Lender or participant, and no implied covenants, functions, responsibilities, duties, obligations or liabilities shall
be read into this Agreement or any other Loan Paper or otherwise exist against Administrative Agent. Without
limiting the generality of the foregoing sentence, the use of the term " agent" herein and in the other Loan Papers
with reference to Administrative Agent is not intended to connote any fiduciary or other implied (or express)
obligations arising under agency doctrine of any applicable Law. Instead, such term is used merely as a matter of
market custom, and is intended to create or reflect only an administrative relationship between independent
contracting parties.

b. The L/C Issuer shall act on behalf of Lenders with respect to any L/Cs issued by it and the documents associated
therewith, and each such L/C Issuer shall have all of the benefits and immunities (i) provided to Administrative
Agent in this Section 13 with respect to any acts taken or omissions suffered by such L/C Issuer in connection with
L/Cs issued by it or proposed to be issued by it and the applications and agreements for L/Cs pertaining to such L/Cs



as fully as if the term "Administrative Agent" as used in this Section 13 and in the definition of "Agent-Related
Person" included such L/C Issuer with respect to such acts or omissions, and (ii) as additionally provided herein with
respect to such L/C Issuer.

2. Delegation of Duties.

Administrative Agent may execute any of its duties under this Agreement or any other Loan Paper by or through agents,
employees or attorneys-in-fact and shall be entitled to advice of counsel and other consultants or experts concerning all matters
pertaining to such duties. Administrative Agent shall not be responsible for the negligence or misconduct of any agent or
attorney-in-fact that it selects in the absence of gross negligence or willful misconduct.

3. Liability of Administrative Agent.

a. No Agent-Related Person shall (i) be liable for any action taken or omitted to be taken by any of them under or in
connection with this Agreement or any other Loan Paper or the transactions contemplated hereby (except for its own
gross negligence or willful misconduct in connection with its duties expressly set forth herein), or (ii) be responsible
in any manner to any Lender or participant for any recital, statement, representation or warranty made by any
Restricted Company or any officer thereof, contained herein or in any other Loan Paper, or in any certificate, report,
statement or other document referred to or provided for in, or received by Administrative Agent under or in
connection with, this Agreement or any other Loan Paper, or the validity, effectiveness, genuineness, enforceability
or sufficiency of this Agreement or any other Loan Paper, or for any failure of any Restricted Company or any other
party to any Loan Paper to perform its obligations hereunder or thereunder. No Agent-Related Person shall be under
any obligation to any Lender or participant to ascertain or to inquire as to the observance or performance of any of
the agreements contained in, or conditions of, this Agreement or any other Loan Paper, or to inspect the properties,
books or records of any Restricted Company or any Affiliate thereof.

(b) Unless indemnified to its satisfaction, Administrative Agent may not be compelled to do any act under the Loan Papers or to
take any action toward the execution or enforcement of the powers thereby created or to prosecute or defend any suit in respect of
the Loan Papers. If Administrative Agent requests instructions from Lenders, Required Lenders, or Required Revolver Lenders,
as the case may be, with respect to any act or action in connection with any Loan Paper, Administrative Agent is entitled to
refrain (without incurring any liability to any Person by so refraining) from that act or action unless and until it has received
instructions. In no event, however, may Administrative Agent or any Agent-Related Person be required to take any action that it
or they determine could incur for it or them criminal or onerous civil liability or that is contrary to any Loan Paper or applicable
Law. Without limiting the generality of the foregoing, no Lender has any right of action against Ad ministrative Agent as a result
of Administrative Agent's acting or refraining from acting under this Agreement in accordance with instructions of Required
Lenders or Required Revolver Lenders, as the case may be (or of all Lenders, if instructions from all Lenders is specifically
required by the terms of the Loan Papers).

4. Reliance by Administrative Agent.

a. Administrative Agent shall be entitled to rely, and shall be fully protected in relying, upon any writing,
communication, signature, resolution, representation, notice, consent, certificate, affidavit, letter, telegram, facsimile,
telex or telephone message, electronic mail message, statement or other document or conversation believed by it to
be genuine and correct and to have been signed, sent or made by the proper Person or Persons, and upon advice and
statements of legal counsel (including counsel to any Restricted Company), independent accountants and other
experts selected by Administrative Agent. Administrative Agent shall be fully justified in failing or refusing to take
any action under any Loan Paper unless it shall first receive such advice or concurrence of the Required Lenders or
Required Revolver Lenders, as the case may be, as it deems appropriate and, if it so requests, it shall first be
indemnified to its satisfaction by Lenders against any and all liability and expen se which may be incurred by it by
reason of taking or continuing to take any such action. Administrative Agent shall in all cases be fully protected in
acting, or in refraining from acting, under this Agreement or any other Loan Paper in accordance with a request or
consent of the Required Lenders or Required Revolver Lenders (or such greater number of Lenders as may be
expressly required hereby in any instance) and such request and any action taken or failure to act pursuant thereto
shall be binding upon all Lenders.

b. For purposes of determining compliance with the conditions specified in Section 6.1, each Lender that has signed
this Agreement shall be deemed to have consented to, approved or accepted or to be satisfied with, each document or
other matter required thereunder to be consented to or approved by or acceptable or satisfactory to a Lender unless
Administrative Agent shall have received notice from such Lender prior to the proposed Closing Date specifying its
objection thereto.

5. Notice of Default.

Administrative Agent shall not be deemed to have knowledge or notice of the occurrence of any Default or Potential Default,
except with respect to defaults in the payment of principal, interest and fees required to be paid to Administrative Agent for the
account of Lenders, unless Administrative Agent shall have received written notice from a Lender or Borrower referring to this
Agreement, describing such Default and stating that such notice is a "notice of default." Administrative Agent will notify Lenders
of its receipt of any such notice. Subject to Section 13.3(b), Administrative Agent shall take such action with respect to such
Default as may be directed by the Required Lenders in accordance with Section 12; provided however, that unless and until
Administrative Agent has received any such direction, Administrative Agent may (but shall not be obligated to) take such action,
or refrain from taking such action, with respect to such Default or Potential Default as it shall deem advisable or in the best
interest of Lenders.

6. Credit Decision; Disclosure of Information by Administrative Agent.



Each Lender acknowledges that no Agent-Related Person has made any representation or warranty to it, and that no act by
Administrative Agent hereafter taken, including any consent to and acceptance of any assignment or review of the affairs of any
Restricted Company or any Affiliate thereof, shall be deemed to constitute any representation or warranty by any Agent-Related
Person to any Lender as to any matter, including whether Agent-Related Persons have disclosed material information in their
possession. Each Lender represents to Administrative Agent that it has, independently and without reliance upon any Agent-
Related Person and based on such documents and information as it has deemed appropriate, made its own appraisal of and
investigation into the business, prospects, operations, property, financial and other condition and creditworthiness of the
Restricted Companies, and all applicable bank or other regulatory Laws relating to the transactions contemplated hereby, and
made its own d ecision to enter into this Agreement and to extend credit to Borrower hereunder. Each Lender also represents that
it will, independently and without reliance upon any Agent-Related Person and based on such documents and information as it
shall deem appropriate at the time, continue to make its own credit analysis, appraisals and decisions in taking or not taking action
under this Agreement and the other Loan Papers, and to make such investigations as it deems necessary to inform itself as to the
business, prospects, operations, property, financial and other condition and creditworthiness of Borrower. Except for notices,
reports and other documents expressly required to be furnished to Lenders by Administrative Agent herein, Administrative Agent
shall not have any duty or responsibility to provide any Lender with any credit or other information concerning the business,
prospects, operations, property, financial and other condition or creditworthiness of any of the Restricted Companies or any of
their respec tive Affiliates which may come into the possession of any Agent-Related Person.

7. Indemnification of Administrative Agent.

Whether or not the transactions contemplated hereby are consummated, Lenders shall indemnify upon demand each Agent-
Related Person (to the extent not reimbursed by or on behalf of any Restricted Company and without limiting the obligation of
any Restricted Company to do so), pro rata, and hold harmless each Agent-Related Person from and against any and all
Indemnified Liabilities incurred by it; provided however, that no Lender shall be liable for the payment to any Agent-Related
Person of any portion of such Indemnified Liabilities to the extent determined in a final, nonappealable judgment by a court of
competent jurisdiction to have resulted from such Agent-Related Person's own gross negligence or willful misconduct; provided
however, that no action taken in accordance with the directions of the Required Lenders or Required Revolver Lenders, shall be
deemed to constitute gross negligence or willful misconduct for purposes of this section. Without limitation of the foregoing, each
Lender shall reimburse Administrative Agent upon demand for its ratable share of any costs or out-of-pocket expenses (including
Attorney Costs) incurred by Administrative Agent in connection with the preparation, execution, delivery, administration,
modification, amendment or enforcement (whether through negotiations, legal proceedings or otherwise) of, or legal advice in
respect of rights or responsibilities under, this Agreement, any other Loan Paper, or any document contemplated by or referred to
herein, to the extent that Administrative Agent is not reimbursed for such expenses by or on behalf of Borrower. The undertaking
in this section shall survive termination of the Total Commitments, the payment of all other Obligation and the resignation of
Administrative Agent.

8. Administrative Agent in its Individual Capacity.

Bank of America and its Affiliates may make loans to, issue L/Cs for the account of, accept deposits from, acquire equity
interests in and generally engage in any kind of banking, trust, financial advisory, underwriting or other business with each of the
Restricted Companies and their respective Affiliates as though Bank of America were not Administrative Agent or an L/C Issuer
hereunder and without notice to or consent of Lenders. Lenders acknowledge that, pursuant to such activities, Bank of America or
its Affiliates may receive information regarding any Restricted Company or its Affiliates (including information that may be
subject to confidentiality obligations in favor of such Restricted Company or such Affiliate) and acknowledge that Administrative
Agent shall be under no obligation to provide such information to them. With respect to its Loans, Bank of America shall have the
same rights and powers under this Agreement as any other Lender and may exercise such rights and powers as though it were not
Administrative Agent or an L/C Issuer, and the terms "Lender" and "Lenders" include Bank of America in its individual capacity.

9. Successor Administrative Agent.

Administrative Agent may resign as Administrative Agent upon 30 days' notice to Lenders; provided, that any such resignation
by Bank of America shall also constitute its resignation as an L/C Issuer. If Administrative Agent resigns under this Agreement,
the Required Lenders shall appoint from among Lenders a successor administrative agent for Lenders, which successor
administrative agent shall be consented to by Borrower at all times other than during the existence of a Default (which consent of
Borrower shall not be unreasonably withheld or delayed). If no successor administrative agent is appointed prior to the effective
date of the resignation of Administrative Agent, Administrative Agent may appoint, after consulting with Lenders and Borrower,
a successor administrative agent from among Lenders. Upon the acceptance of its appointment as successor administrative agent
hereunder, the Person acting as such successor administrative agent shall succeed to all the rights, po wers and duties of the
retiring Administrative Agent, and as an L/C Issuer, and the respective terms "Administrative Agent" and "L/C Issuer" shall mean
such successor administrative agent and letter of credit issuer (or any other L/C Issuer), respectively, and the retiring
Administrative Agent's appointment, powers and duties as Administrative Agent shall be terminated and the retiring L/C Issuer's
rights, powers and duties as such shall be terminated, without any other or further act or deed on the part of such retiring L/C
Issuer or any other Lender, other than the obligation of the successor L/C Issuer to issue L/Cs in substitution for the L/Cs, if any,
outstanding at the time of such succession or to make other arrangements satisfactory to the retiring L/C Issuer to effectively
assume the obligations of the retiring L/C Issuer with respect to such L/Cs. After any retiring Administrative Agent's resignation
hereunder as Administrative Agent, the provisions of this Section 13 a nd Sections 8.7 and 14.6 shall inure to its benefit as to any
actions taken or omitted to be taken by it while it was Administrative Agent under this Agreement. If no successor administrative
agent has accepted appointment as Administrative Agent by the date which is 30 days following a retiring Administrative Agent's
notice of resignation, the retiring Administrative Agent's resignation shall nevertheless thereupon become effective and Lenders
shall perform all of the duties of Administrative Agent hereunder until such time, if any, as the Required Lenders appoint a
successor agent as provided for above.

10. Administrative Agent May File Proofs of Claim.



In case of the pendency of any receivership, insolvency, liquidation, bankruptcy, reorganization, arrangement, adjustment,
composition or other judicial proceeding relative to any Restricted Company, Administrative Agent (irrespective of whether the
principal of any Loan or L/C Exposure shall then be due and payable as herein expressed or by declaration or otherwise and
irrespective of whether Administrative Agent shall have made any demand on Borrower) shall be entitled and empowered, by
intervention in such proceeding or otherwise;

a. to file and prove a claim for the whole amount of the principal and interest owing and unpaid in respect of the Loans,
L/C Exposure and all other Obligation that are owing and unpaid and to file such other documents as may be
necessary or advisable in order to have the claims of Lenders and Administrative Agent (including any claim for the
reasonable compensation, expenses, disbursements and advances of Lenders and Administrative Agent and their
respective agents and counsel and all other amounts due Lenders, Administrative Agent and L/C Issuers, as
applicable, under Sections 2.3(c), 4.3 and 8.7) allowed in such judicial proceeding; and

b. to collect and receive any monies or other property payable or deliverable on any such claims and to distribute the
same;

and any custodian, receiver, assignee, trustee, liquidator, sequestrator or other similar official in any such judicial proceeding is
hereby authorized by each Lender to make such payments to Administrative Agent and, in the event that Administrative Agent
shall consent to the making of such payments directly to Lenders, to pay to Administrative Agent any amount due for the
reasonable compensation, expenses, disbursements and advances of Administrative Agent and its agents and counsel, and any
other amounts due Administrative Agent under Sections 4.3 and 8.7.

Nothing contained herein shall be deemed to authorize Administrative Agent to authorize or consent to or accept or adopt on
behalf of any Lender any plan of reorganization, arrangement, adjustment or composition affecting the Obligation or the rights of
any Lender or to authorize Administrative Agent to vote in respect of the claim of any Lender in any such proceeding.

11. Collateral and Guaranty Matters.

a. Upon the occurrence and continuance of a Default, Lenders agree to promptly confer in order that Required Lenders,
Required Revolver Lenders or Lenders, as the case may be, may agree upon a course of action for the enforcement of
the Rights of Lenders; and Administrative Agent shall be entitled to refrain from taking any action (without incurring
any liability to any Person for so refraining) unless and until Administrative Agent shall have received instructions
from Required Lenders or Required Revolver Lenders, as the case may be. All Rights of action under the Loan
Papers and all Rights to the Collateral, if any, hereunder may be enforced by Administrative Agent and any suit or
proceeding instituted by Administrative Agent in furtherance of such enforcement shall be brought in its name as
Administrative Agent without the necessity of joining as plaintiffs or defendants any other Lender, and the recovery
of any judgment shall be for the benefit of Lenders subject to the expenses of Administrative Agent. In actions with
respect to any property of any Restricted Company, Administrative Agent is acting for the ratable benefit of each
Lender. Any and all agreements to subordinate (whether made heretofore or hereafter) other indebtedness or
obligations of any Restricted Company to the Obligation shall be construed as being for the ratable benefit of each
Lender.

b. Each Lender authorizes and directs Administrative Agent to enter into the Security Documents for the benefit of the
Lenders. Except to the extent unanimity is required hereunder, (i) each Lender agrees that any action taken by
Required Lenders in accordance with the provisions of the Loan Papers, and the exercise by Required Lenders of the
powers set forth herein or therein, together with such other powers as are reasonably incidental thereto, shall be
authorized and binding upon all Lenders, and (ii) each Revolver Lender agrees that any action taken by Required
Revolver Lenders in accordance with the provisions of the Loan Papers, and the exercise by Required Revolver
Lenders of the powers set forth herein or therein, together with such other powers as are reasonably incidental
thereto, shall be authorized and binding upon all Revolver Lenders.

c. Administrative Agent is hereby authorized on behalf of all Lenders, without the necessity of any notice to or further
consent from any Lender, from time to time to take any action with respect to any Collateral or Security Documents
which may be necessary to perfect and maintain perfected the Liens upon the Collateral granted pursuant to the
Security Documents.

d. Administrative Agent shall have no obligation whatsoever to any Lender or to any other Person to assure that the
Collateral exists or is owned by any Loan Party or is cared for, protected, or insured or has been encumbered or that
the Liens granted to Administrative Agent herein or pursuant hereto have been properly or sufficiently or lawfully
created, perfected, protected, or enforced, or are entitled to any particular priority, or to exercise at all or in any
particular manner or under any duty of care, disclosure, or fidelity, or to continue exercising, any of the Rights
granted or available to Administrative Agent in this Section 13.11 or in any of the Security Documents; it being
understood and agreed that in respect of the Collateral, or any act, omission, or event related thereto, Administrative
Agent may act in any manner it may deem appropriate, in its sole discretion, given Administrative Agent's own
interest in the Collateral as one of the Lenders and th at Administrative Agent shall have no duty or liability
whatsoever to any Lender, other than to act without gross negligence or willful misconduct.

e. Lenders irrevocably authorize Administrative Agent (or in the case of Bond Rights, the applicable L/C Issuer), at its
option and in its discretion, (i) to release any Lien on any property granted to or held by Administrative Agent under
any Loan Paper (A) upon termination of the Total Commitments and payment in full of all Obligation (other than
contingent indemnification obligations) and the expiration or termination of all L/Cs, (B) constituting property being
sold or disposed of as permitted under Section 9.10, if Administrative Agent determines that the property being sold
or disposed is being sold or disposed in accordance with the requirements and limitations of Section 9.10 and
Administrative Agent concurrently receives all mandatory prepayments with respect thereto, if any, or (C) if



approved, authorized or ratified in writing by Required Lenders, subject to Section 14.12, unless such Liens are held
under any Bond Document; (ii) to rele ase (or authorize the release by the applicable L/C Issuer of) any Collateral
held by Administrative Agent (or such L/C Issuer) under or pursuant to any Bond Document upon the reimbursement
of any Bond Purchase Drawing in accordance with Section 2.3(j) herein; and (iii) to release any Restricted Company
from its Guaranty (A) upon full payment of the Obligation, (B) as permitted under Section 8.10, (C) in connection
with the sale of disposition of the stock (or other equity interest) issued by such Restricted Company permitted under
Section 9.10, if Administrative Agent determines that the disposition or sale is in accordance with the requirements
and limitations of Section 9.10 and Administrative Agent concurrently receives all mandatory prepayments with
respect thereto, if any, or (D) if approved, authorized or ratified in writing by Required Lenders, subject to Section
14.12. Upon request by Administrative Agent at any time, the Require d Lenders will confirm in writing
Administrative Agent's authority to release any Guarantor from its obligations under the Guaranty pursuant to this
Section 13.11.

f. In furtherance of the authorizations set forth in this Section 13.11, each Lender and each L/C Issuer hereby
irrevocably appoints Administrative Agent its attorney-in-fact, with full power of substitution, for and on behalf of
and in the name of each such Lender and each such L/C Issuer, (i) to enter into Security Documents (including,
without limitation, any appointments of substitute trustees under any Security Document), (ii) to take action with
respect to the Collateral and Security Documents to perfect, maintain, and preserve Lenders' and each L/C Issuer's
Liens, as applicable, and (iii) to execute instruments of release or to take other action necessary to release Liens upon
any Collateral to the extent authorized in clause (e) hereof. This power of attorney shall be liberally, not restrictively,
construed so as to give the greatest latitude to Administrative Agent's power, as attorney, relative to the Collateral
matters descri bed in this Section 13.11. The powers and authorities herein conferred on Administrative Agent may
be exercised by Administrative Agent through any Person who, at the time of the execution of a particular
instrument, is an officer of Administrative Agent. The power of attorney conferred by this Section 13.11(f) is granted
for valuable consideration and is coupled with an interest and is irrevocable so long as the Obligation, or any part
thereof, shall remain unpaid, Lenders are obligated to make any Loans, or L/C Issuers are obligated to issue L/Cs,
under the Loan Papers.

12. Financial Hedges.

To the extent any Lender or any Affiliate of a Lender issues a Financial Hedge in accordance with the requirements of the Loan
Papers and accepts the benefits of the Liens in the Collateral arising pursuant to the Security Documents, such Lender (for itself
and on behalf of any such Affiliates) agrees (a) to appoint Administrative Agent, as its nominee and agent, to act for and on
behalf of such Lender or Affiliate thereof in connection with the Security Documents and (b) to be bound by the terms of this
Section 13; whereupon all references to "Lender" in this Section 13 and in the Security Documents shall include, on any date of
determination, any Lender or Affiliate of a Lender that is party to a then-effective Financial Hedge which complies with the
requirements of the Loan Papers. Additionally, if the Obligation owed to any Lender or Affiliate of a Lender consists solely of
Debt arising under a Financial Hedge (such Lender or Affiliate being referred to in this Section 13.12 as an "Issuing Lender"),
then such Issuing Lender (by accepting the benefits of any Security Documents) acknowledges and agrees that pursuant to the
Loan Papers and without notice to or consent of such Issuing Lender: (w) Liens in the Collateral may be released in whole or in
part; (x) all Guaranties may be released; (y) any Security Document may be amended, modified, supplemented, or restated; and
(z) all or any part of the Collateral may be permitted to secure other Debt.

13. Bond L/Cs and Bond Documents.

In addition to the authorizations set forth in Section 13.11, each Lender and each L/C Issuer hereby authorizes Administrative
Agent or the applicable L/C Issuer, as the case may be, to execute and deliver all certificates, documents, agreements, and
instruments required to be delivered after the Closing Date pursuant to or in connection with any Bond L/C and Bond Documents
executed in connection therewith (including, without limitation, any Additional Bond L/Cs and Additional Bond Documents), and
to take such actions as Administrative Agent or such L/C Issuer, as the case may be, deems necessary in connection therewith.
This authorization shall be liberally, not restrictively, construed so as to give the greatest latitude to Administrative Agent's or L/C
Issuer's authority, as the case may be, relative to the Bonds, Bond L/Cs and Bond Documents. The powers and authorities herein
conferred on Administrative Agent and the applicable L/C Issuer may be exercised by Admini strative Agent or such L/C Issuer,
as the case may be, through any Person who, at the time of the execution of a particular instrument, is an officer of Administrative
Agent or such L/C Issuer, as applicable.

14. Other Agents; Arrangers and Managers.

None of the Lenders or other Persons identified on the facing page or signature pages of this Agreement as a "syndication agent,"
"documentation agent," "co-agent," "joint book manager," "lead manager," "arranger," "lead arranger" or "joint lead arranger"
shall have any right, power, obligation, liability, responsibility or duty under this Agreement other than, in the case of such
Lenders, those applicable to all Lenders as such. Without limiting the foregoing, none of the Lenders or other Persons so
identified shall have or be deemed to have any fiduciary relationship with any Lender. Each Lender acknowledges that it has not
relied, and will not rely, on any of the Lenders or other Persons so identified in deciding to enter into this Agreement or in taking
or not taking action hereunder.

15. Limitation of Liability.

No Lender or any Participant will incur any liability to any other Lender or Participant, except for acts or omissions in bad faith, and
neither Administrative Agent nor any Lender or Participant will incur any liability to any other Person for any act or omission of any
other Lender or any Participant.

14. MISCELLANEOUS.



1. Headings.

The headings, captions and arrangements used in any of the Loan Papers are, unless specified otherwise, for convenience only
and shall not be deemed to limit, amplify or modify the terms of the Loan Papers, nor affect the meaning thereof.

2. Nonbusiness Days; Time.

Any payment or action that is due under any Loan Paper on a non-Business Day may be delayed until the next-succeeding
Business Day (but interest shall continue to accrue on any applicable payment until payment is in fact made) unless the payment
concerns a LIBOR Loan, in which case if the next-succeeding Business Day is in the next calendar month, then such payment
shall be made on the next-preceding Business Day.

3. Notices and Other Communications; Facsimile Copies.

a. Unless otherwise expressly provided herein, all notices and other communications provided for hereunder shall be in
writing (including by facsimile transmission). All such written notices shall be mailed, faxed or delivered to the
applicable address, facsimile number or (subject to subsection (c) below) electronic mail address, and all notices and
other communications expressly permitted hereunder to be given by telephone shall be made to the applicable
telephone number, as follows:

(i) if to Borrower, Administrative Agent, or L/C Issuers, to the address, facsimile number, electronic mail address or
telephone number specified for such Person on Schedule 1 or to such other address, facsimile number, electronic
mail address or telephone number as shall be designated by such party in a notice to the other parties; and

(ii) if to any other Lender, to the address, facsimile number, electronic mail address or telephone number specified in
its Administrative Questionnaire or to such other address, facsimile number, electronic mail address or telephone
number as shall be designated by such party in a notice to Borrower, Administrative Agent, and L/C Issuers.

All such notices and other communications shall be deemed to be given or made upon the earlier to occur of (i) actual
receipt by the relevant party hereto and (ii) (A) if delivered by hand or by courier, when signed for by or on behalf of
the relevant party hereto; (B) if delivered by mail, four (4) Business Days after deposit in the mails, postage prepaid;
(C) if delivered by facsimile, when sent and receipt has been confirmed by telephone; and (D) if delivered by
electronic mail (which form of delivery is subject to the provisions of subsection (c) below), when delivered;
provided, however, that notices and other communications to Administrative Agent and l/C Issuers pursuant to
Section 2 shall not be effective until actually received by such Person. In no event shall a voicemail message be
effective as a notice, communication or confirmation hereunder.

b. Loan Papers may be transmitted and/or signed by facsimile. The effectiveness of any such documents and signatures
shall, subject to applicable Law, have the same force and effect as manually-signed originals and shall be binding on
the applicable Restricted Company party thereto, Administrative Agent and Lenders. Administrative Agent may also
require that any such documents and signatures be confirmed by a manually-signed original thereof; provided,
however, that the failure to request or deliver the same shall not limit the effectiveness of any facsimile document or
signature.

c. Electronic mail and Internet and intranet websites may be used only to distribute routine communications, such as
financial statements and other information as provided in Section 8.1, and to distribute Loan Papers for execution by
the parties thereto, and may not be used for any other purpose.

d. Administrative Agent and Lenders shall be entitled to rely and act upon any notices (including telephonic Loan
Notices) purportedly given by or on behalf of Borrower even if (i) such notices were not made in a manner specified
herein, were incomplete or were not preceded or followed by any other form of notice specified herein, or (ii) the
terms thereof, as understood by the recipient, varied from any confirmation thereof. Borrower shall indemnify each
Agent-Related Person and each Lender from all losses, costs, expenses and liabilities resulting from the reliance by
such Person on each notice purportedly given by or on behalf of Borrower. All telephonic notices to and other
communications with Administrative Agent may be recorded by Administrative Agent, and each of the parties hereto
hereby consents to such recording.

4. Form and Number of Documents.

The form, substance, and number of counterparts of each writing to be furnished under the Loan Papers must be satisfactory to
Administrative Agent and its counsel, each in its reasonable discretion.

5. Attorney Costs, Expenses and Taxes.

Borrower agrees (a) to pay or reimburse Administrative Agent and Syndication Agent for costs and expenses incurred in
connection with the development, preparation, negotiation and execution of this Agreement and the other Loan Papers; (b) to pay
or reimburse Administrative Agent for all costs and expenses incurred in connection with any amendment, waiver, consent or
other modification of the provisions hereof and thereof (whether or not the transactions contemplated hereby or thereby are
consummated) and the consummation and administration of the transactions contemplated hereby and thereby, including all
Attorney Costs, and (c) to pay or reimburse Administrative Agent and each Lender for all costs and expenses incurred in
connection with the enforcement, attempted enforcement, or preservation of any Rights or remedies under this Agreement or the
other Loan Papers (including all such costs and expenses incurred during any "workout" or restructuring in respect of the Obliga
tion and during any legal proceeding, including any proceeding under any Debtor Relief Law), including all Attorney Costs. The
foregoing costs and expenses shall include all search, filing, recording, title insurance and appraisal charges and fees and Taxes
related thereto, and other out-of-pocket expenses incurred by Administrative Agent and the cost of independent public



accountants and other outside experts retained by Administrative Agent or any Lender. All amounts due under this Section 14.5
shall be payable within ten Business Days after demand therefor. The agreements in this Section shall survive the termination of
the Total Commitment and repayment of all other Obligation.

6. Indemnification by Restricted Companies.

Whether or not the transactions contemplated hereby are consummated, the Restricted Companies shall indemnify and hold
harmless each Agent-Related Person, each Lender and their respective Affiliates, directors, officers, employees, counsel, agents
and attorneys-in-fact (collectively the "Indemnitees") from and against any and all liabilities, obligations, losses, damages,
penalties, claims, demands, actions, judgments, suits, costs, expenses and disbursements (including Attorney Costs) of any kind
or nature whatsoever which may at any time be imposed on, incurred by or asserted against any such Indemnitee in any way
relating to or arising out of or in connection with (a) the execution, delivery, enforcement, performance or administration of any
Loan Paper or any other agreement, letter or instrument delivered in connection with the transactions contemplated thereby or the
consummation of the transactions contemplated thereby, (b) any Committed Sum, Loan or L/C or the use or p roposed use of the
proceeds therefrom (including any refusal by any L/C Issuer to honor a demand for payment under an L/C if the documents
presented in connection with such demand do not strictly comply with the terms of such L/C), (c) any actual or alleged presence
or release of Hazardous Substances on or from any property currently or formerly owned or operated by any Company, or any
liability under Environmental Laws related in any way to any Company, or (d) any actual or prospective claim, litigation,
investigation or proceeding relating to any of the foregoing, whether based on contract, tort or any other theory (including any
investigation of, preparation for, or defense of any pending or threatened claim, investigation, litigation or proceeding) and
regardless of whether any Indemnitee is a party thereto (all the foregoing, collectively, the "Indemnified Liabilities"), in all
cases, whether or not caused by or arising, in whole or in part, out of the negligence of the Indemnite es; provided, that such
indemnity shall not, as to any Indemnitee, be available to the extent that such liabilities, obligations, losses, damages, penalties,
claims, demands, actions, judgments, suits, costs, expenses or disbursements are determined by a court of competent jurisdiction
by final and nonappealable judgment to have resulted from the gross negligence or willful misconduct of such Indemnitee. No
Indemnitee shall be liable for any damages arising from the use by others of any information or other materials obtained through
IntraLinks or other similar information transmission systems in connection with this Agreement, nor shall any Indemnitee have
any liability for any indirect or consequential damages relating to this Agreement or any other Loan Paper or arising out of its
activities in connection herewith or therewith (whether before or after the Closing Date). All amounts due under this Section 14.6
shall be payable within ten Business Days after demand therefor . The agreements in this Section shall survive the resignation of
administrative agent, the replacement of any Lender, the termination of the Total Commitments and the repayment, satisfaction or
discharge of all the other Obligations.

7. Exceptions to Covenants.

The Companies may not take or fail to take any action that is permitted as an exception to any of the covenants contained in any
Loan Paper if that action or omission would result in the breach of any other covenant contained in any Loan Paper.

8. Survival.

All covenants, agreements, undertakings, representations and warranties made in any of the Loan Papers survive all closings
under the Loan Papers and, except as otherwise indicated, are not affected by any investigation made by any party.

9. Governing Law.

The Laws of the State of New York and of the U.S. govern the Rights and duties of the parties to the Loan Papers and the validity,
construction, enforcement and interpretation of the Loan Papers.

10. Invalid Provisions.

Any provision in any Loan Paper held to be illegal, invalid or unenforceable is fully severable; the appropriate Loan Paper shall
be construed and enforced as if that provision had never been included; and the remaining provisions shall remain in full force
and effect and shall not be affected by the severed provision. Administrative Agent, Lenders, and the Companies shall negotiate,
in good faith, the terms of a replacement provision as similar to the severed provision as may be possible and be legal, valid and
enforceable.

11. Venue; Service of Process; Jury Trial.

Each Party to Any Loan Paper, in Each Case for Itself, its Successors and Assigns (And in the Case of Borrower, for Each Other
Company), (a) Irrevocably Submits to the Nonexclusive Jurisdiction of the State and Federal Courts of the State of New York, (b)
irrevocably Waives, to the Fullest Extent Permitted by Law, Any Objection That it May Now or Hereafter Have to the Laying of
Venue of Any Litigation Arising out of or in Connection with the Loan Papers and the Obligation Brought in State or Federal
Courts within the State of New York, County of New York, (c) irrevocably Waives Any Claims That Any Litigation Brought in
Any of the Aforementioned Courts Has Been Brought in an Inconvenient Forum, (d) irrevocably Agrees That Any Legal
Proceeding Against Any Party to Any Loan Paper Arising out of or in Connection with the Loan Papers or the Obligation May Be
Brought in One of the Aforementioned Courts, and (e) Irrevocably Waives, to the Fullest Extent Permitted by Law, its Respective
Rights to a Jury Trial of Any Claim or Cause of Action Based upon or Arising out of Any Loan Paper. The scope of each of the
foregoing waivers is intended to be all-encompassing of any and all disputes that may be filed in any court and that relate to the
subject matter of this transaction, including, without limitation, contract claims, tort claims, breach of duty claims, and all other
common law and statutory claims. Borrower (for itself and on behalf of each other Company) acknowledges that these waivers
are a material inducement to Administrative Agent's and each Lender's agreement to enter into a business relationship, that
Administrative Agent and each Lender has already relied on these waivers in entering into this Agreement, and that
Administrative Agent and each Lender will continue to rely on each of these waivers in related future dealings. Borrower (for
itself and on behalf of each other Company) further warrants and represents that it has reviewed these waivers with its legal



counsel, and that it knowi ngly and voluntarily agrees to each waiver following consultation with legal counsel. The Waivers in
this Section 14.11 May Not Be Modified Except in Accordance with Section 14.12, and Shall, Except to the Extent Waived or
Modified in Accordance with Section 14.12, Apply to Any Subsequent Amendments, Supplements or Placements to or of this or
Any Other Loan Paper. In the event of Litigation, this Agreement may be filed as a written consent to a trial by the court.

12. Amendments, Etc.

No amendment or waiver of any provision of this Agreement or any other Loan Paper, and no consent to any departure by
Borrower or any Guarantor therefrom, shall be effective unless in writing signed by the Required Lenders or Required Revolver
Lenders, as applicable, and Borrower or the applicable Guarantor, as the case may be, and acknowledged by Administrative
Agent, and each such waiver or consent shall be effective only in the specific instance and for the specific purpose for which
given; provided, however, that no such amendment, waiver or consent shall:

a. waive any condition set forth in Section 6.1 without the written consent of each Lender;

b. extend or increase the Committed Sum of any Lender (or reinstate any Committed Sum terminated pursuant to
Section 12.1(b)) without the written consent of such Lender;

c. postpone any date fixed by this Agreement or any other Loan Paper for any payment of principal, interest, fees or
other amounts due to Lenders (or any of them) hereunder or under any other Loan Paper without the written consent
of each Lender directly affected thereby;

d. reduce the principal of, or the rate of interest specified herein on, any Loan, or any fees (other than fees covered by
the Fee Letter) or other amounts payable hereunder or under any other Loan Paper without the written consent of
each Lender directly affected thereby; provided, however, that only the consent of Required Lenders shall be
necessary to amend the definition of "Default Rate" or to waive any obligation of Borrower to pay interest at the
Default Rate;

e. change Section 9.12, any provision of this Section, the definition of "Required Lenders," or, subject to clause (f)
below, any other provision hereof specifying the number or percentage of Lenders required to amend, waive or
otherwise modify any Rights hereunder or make any determination or grant any consent hereunder, without the
written consent of each Lender;

f. change the definition of "Required Revolver Lenders" without the written consent of each Revolver Lender;

g. waive compliance with, amend or release (in whole or in part) the Guaranties of VRI or all or substantially all of the
Restricted Subsidiaries without the consent of each Lender;

h. release all or substantially all of the Collateral without the consent of each Lender, except that Administrative Agent
or L/C Issuer, as applicable, may release Collateral held under the Bond Documents (if any) in accordance with
Section 13.11(e) herein; or

i. impose any greater restriction on the ability of any Lender to assign any of its Rights or obligations under the Loan
Papers without the written consent of, on any date of determination, (a) Required Revolver Lenders, and (b) Term
Loan Lenders having more than 50% of the Term Loan Principal Debt. For purposes of this clause, the aggregate
amount of each Revolver Lender's risk participation in L/Cs shall be deemed to be held by such Revolver Lender;

and, provided further, that (i) no amendment, waiver or consent shall affect the Rights or duties of any L/C Issuer under this
Agreement or any L/C Agreement relating to any L/C issued or to be issued by it unless signed by the L/C Issuer issuing such
L/C in addition to the Lender required above; (ii) no amendment, waiver or consent shall, unless in writing and signed by
Administrative Agent in addition to the Lenders required above, affect the rights or duties of Administrative Agent under this
Agreement or any other Loan Paper; and (iii) the Fee Letter may be amended, or rights or privileges thereunder waived, in a
writing executed only by the parties thereto. Notwithstanding anything to the contrary herein, no Defaulting Lender shall have
any right to approve or disapprove any amendment, waiver or consent hereunder, except that the Committed Sum of such
Defaulting Lender may not be increased or extended without the consent of such Defaulting Lender. Any conflict or ambiguity
between the terms and provisions of this Agreement and the terms and provisions in any other Loan Paper is controlled by the
terms and provisions of this Agreement.

13. Multiple Counterparts.

Each Loan Paper (other than the Notes) may be executed in a number of identical counterparts, each of which shall be deemed an
original for all purposes and all of which constitute, collectively, one agreement; but, in making proof of thereof, it shall not be
necessary to produce or account for more than one counterpart. Each Lender need not execute the same counterpart of this
Agreement so long as identical counterparts are executed by Borrower, each Lender, and Administrative Agent. This Agreement
shall become effective when counterparts of this Agreement have been executed and delivered to Administrative Agent by each
Lender, Administrative Agent and Borrower, or, in the case only of Lenders, when Administrative Agent has received telecopied,
telexed or other evidence satisfactory to it that each Lender has executed and is delivering to Administrative Agent a counterpart
of this Agreement.

14. Successors and Assigns; Participation.

a. The provisions of this Agreement shall be binding upon and inure to the benefit of the parties hereto and their
respective successors and assigns permitted hereby, except that Borrower may not assign or otherwise transfer any of
its rights or obligations hereunder without the prior written consent of each Lender and no Lender may assign or
otherwise transfer any of its rights or obligations hereunder except (i) to an Eligible Assignee in accordance with the



provisions of subsection (b) of this section, (ii) by way of participation in accordance with the provisions of
subsection (d) of this section, or (iii) by way of pledge or assignment of a security interest subject to the restrictions
of subsection (f) or (i) of this section, or (iv) to an SPC in accordance with the provisions of subsection (h) of this
section (and any other attempted assignment or transfer by any party hereto shall be null and void). Nothing in this
Agreement, expressed or implied, shall be construed to confer upon any Person (other than the parties hereto, their
respective successors and assigns permitted hereby, Participants to the extent provided in subsection (d) of this
section and, to the extent expressly contemplated hereby, the Indemnitees) any legal or equitable right, remedy or
claim under or by reason of this Agreement.

b. Any Lender may at any time assign to one or more Eligible Assignees all or a portion of its rights and obligations
under this Agreement (including all or a portion of its Committed Sum and the Loans (including for purposes of this
subsection (b), participations in L/Cs) at the time owing to it); provided, that (i) except in the case of an assignment
of the entire remaining amount of the assigning Lender's Committed Sum and the Loans at the time owing to it or in
the case of an assignment to a Lender or an Affiliate of a Lender or an Approved Fund (as defined in subsection (g)
of this section) with respect to a Lender, the aggregate amount of the Commitment (which for this purpose includes
Loans outstanding thereunder) subject to each such assignment, determined as of the date the Assignment and
Assumption hereto with respect to such assignment is delivered to Administrative Agent or, if "Trade Date" is
specified in the Assignment and Assumption, as of the Trade Date, shall not be less than $1,000,000; (ii) each partial
assignment shall be made as an assignment of a proportionate part of all the assigning Lender's rights and obligations
under this Agreement with respect to the Loans or the Committed Sum assigned; (iii) any assignment of a Committed
Sum must be approved by Administrative Agent unless the Person that is the proposed assignee is itself a Lender
(whether or not the proposed assignee would otherwise qualify as an Eligible Assignee); and (iv) the parties to each
assignment shall execute and deliver to Administrative Agent an Assignment and Assumption, together with a
processing and recordation fee of $3,500. Subject to acceptance and recording thereof by Administrative Agent
pursuant to subsection (c) of this section, from and after the effective date specified in each Assignment and
Assumption, the Eligible Assignee thereunder shall be a party to this Agreement and, to the extent of the interest
assigned by such Assignment and Assumption, have the rights and obligations of a Lender under this Agreement, and
the assigning Lender thereunder shall, to the extent of the interest assigned by such Assignment and Assumption, be
released from its obligations under this Agreement (and, in the case of an Assignment and Assumption covering all
of the assigning Lender's rights and obligations under this Agreement, such Lender shall cease to be a party hereto
but shall continue to be entitled to the benefits of Sections 3.13, 3.14, 3.17, 8.7 and 14.6 with respect to facts and
circumstances occurring prior to the effective date of such assignment). Upon request, Borrower (at its expense) shall
execute and deliver Notes to the assignee Lender. Any assignment or transfer by a Lender of rights or obligations
under this Agreement that does not comply with this subsection shall be treated for purposes of this Agreement as a
sale by such Lender of a participation in such rights and oblig ations in accordance with subsection (d) of this
section.

c. Administrative Agent, acting solely for this purpose as an agent of Borrower, shall maintain a copy of each
Assignment and Assumption delivered to it and a register for the recordation of the names and addresses of Lenders,
and the Committed Sums of, and principal amounts of the Loans and L/C Exposure owing to, each Lender pursuant
to the terms hereof from time to time (the "Register"). The entries in the Register shall be conclusive, and Borrower,
Administrative Agent and Lenders may treat each Person whose name is recorded in the Register pursuant to the
terms hereof as a Lender hereunder for all purposes of this Agreement, notwithstanding notice to the contrary. The
Register shall be available for inspection by Borrower and any Lender, at any reasonable time and from time to time
upon reasonable prior notice.

d. Any Lender may at any time, without the consent of, or notice to, Borrower or Administrative Agent, sell
participations to any Person (other than a natural person or Borrower or any of Borrower's Affiliates or Subsidiaries)
(each, a "Participant") in all or a portion of such Lender's rights and/or obligations under this Agreement (including
all or a portion of its Committed Sum and/or the Loans (including such Lender's participations in L/C Obligations)
owing to it); provided, that (i) such Lender's obligations under this Agreement shall remain unchanged, (ii) such
Lender shall remain solely responsible to the other parties hereto for the performance of such obligations and
(iii) Borrower, Administrative Agent and the other Lenders shall continue to deal solely and directly with such
Lender in connection with such Lender's rights and obligations under this Agreement. Any agreement or instrument
pursuant to which a Lender sells such a particip ation shall provide that such Lender shall retain the sole right to
enforce this Agreement and to approve any amendment, modification or waiver of any provision of this Agreement;
provided that such agreement or instrument may provide that such Lender will not, without the consent of the
Participant, agree to any amendment, waiver or other modification described in the first proviso to Section 14.12 that
directly affects such Participant. Subject to subsection (e) of this Section, Borrower agrees that each Participant shall
be entitled to the benefits of Sections 3.13, 3.14 or 3.17 to the same extent as if it were a Lender and had acquired its
interest by assignment pursuant to subsection (b) of this section. To the extent permitted by law, each Participant also
shall be entitled to the benefits of Section 14.16 as though it were a Lender (provided such Participant agrees to be
subject to < B>Section 3.11 as though it were a Lender).

e. A Participant shall not be entitled to receive any greater payment under Section 3.13 or 3.14 than the applicable
Lender would have been entitled to receive with respect to the participation sold to such Participant, unless the sale
of the participation to such Participant is made with Borrower's prior written consent. A Participant that would be a
Foreign Lender if it were a Lender shall not be entitled to the benefits of Section 3.14 unless Borrower is notified of
the participation sold to such Participant and such Participant agrees, for the benefit of Borrower, to comply with the
tax provisions of this Agreement as though it were a Lender.

f. Any Lender may at any time pledge or assign a security interest in all or any portion of its rights under this
Agreement (including under its Notes, if any) to secure obligations of such Lender, including any pledge or
assignment to secure obligations to a Federal Reserve Bank; provided, that no such pledge or assignment shall



release such Lender from any of its obligations hereunder or substitute any such pledgee or assignee for such Lender
as a party hereto.

g. As used herein, the following terms have the following meanings:

Eligible Assignee means (a) a Lender; (b) an Affiliate of a Lender; (c) an Approved Fund; and (d) any other Person
(other than a natural person) approved by (i) Administrative Agent, and (ii) unless a Default has occurred and is
continuing, Borrower (each such approval not to be unreasonably withheld or delayed); provided that
notwithstanding the foregoing, "Eligible Assignee" shall not include Borrower, any of Borrower's Affiliates, or the
Companies.

Fund means any Person (other than a natural person) that is (or will be) engaged in making, purchasing, holding or
otherwise investing in commercial loans and similar extensions of credit in the ordinary course of its business.

Approved Fund means any Fund that is administered or managed by (a) a Lender, (b) an Affiliate of a Lender or (c)
an entity or an Affiliate of an entity that administers or manages a Lender.

h. Notwithstanding anything to the contrary contained herein, any Lender that is a Fund may create a security interest in
all or any portion of the Loans owing to it and the Notes, if any, held by it to the trustee for holders of obligations
owed, or securities issued, by such Fund as security for such obligations or securities, provided, that unless and until
such trustee actually becomes a Lender in compliance with the other provisions of this Section 14.14, (i) no such
pledge shall release the pledging Lender from any of its obligations under the Loan Papers and (ii) such trustee shall
not be entitled to exercise any of the rights of a Lender under the Loan Papers even though such trustee may have
acquired ownership rights with respect to the pledged interest through foreclosure or otherwise.

i. Notwithstanding anything to the contrary contained herein, if at any time Bank of America assigns all of its
Committed Sum and Loans pursuant to subsection (b) above, Bank of America may, upon 30 days' notice to
Borrower and Lenders, resign as an L/C Issuer. In the event of any such resignation as an L/C Issuer, Borrower shall
be entitled to appoint from among Lenders a successor L/C Issuer hereunder; provided, however, that no failure by
Borrower to appoint any such successor shall affect the resignation of Bank of America as an L/C Issuer. If Bank of
America resigns as an L/C Issuer, it shall retain all the rights and obligations of an L/C Issuer hereunder with respect
to all L/C outstanding as of the effective date of its resignation as an L/C Issuer and all L/C Obligations with respect
thereto (including the right to require Lenders to make Base Rate Loans or fund risk participations in unreimbursed
amounts pursuant to Section 2.3(e)).

15. Discharge Only Upon Payment in Full; Reinstatement in Certain Circumstances.

Each Company's obligations under the Loan Papers remain in full force and effect until the Total Commitment is terminated and
the Obligation is paid in full (except for provisions under the Loan Papers expressly intended to survive payment of the
Obligation and termination of the Loan Papers). If at any time any payment of the principal of or interest on any Note or any other
amount payable by Borrower or any other obligor on the Obligation under any Loan Paper, or if Administrative Agent or any
Lender exercises its right of set-off pursuant to Section 14.16 herein, and such payment or the proceeds of such set-off or any part
thereof is rescinded, invalidated, declared to be fraudulent or preferential, or set aside, or required (including pursuant to any
settlement entered into by Administrative Agent or such Lender in its discretion) to be restored, returned or repaid to a trustee,
receiver, or any other party upon the insolvency, bankruptcy or reorganization of Borr ower or otherwise, then (a) the obligations
of each Company under the Loan Papers with respect to such payment shall be reinstated and continued in full force and effect as
though such payment had been due but not made or such set-off had not occurred at that time, and (b) each Lender severally
agrees to pay to Administrative Agent upon demand its applicable share of any amount so recovered from or repaid by
Administrative Agent, plus interest thereon from the date of such demand to the date such payment is made, at a rate per annum
equal to the Federal Funds Rate from time to time in effect.

16. Set-Off.

In addition to any rights and remedies of Lenders provided by law, upon the occurrence and during the continuance of any
Default, each Lender is authorized at any time and from time to time, with prior notice to Borrower or any other Company, to set
off and apply any and all deposits (general or special, time or demand, provisional or final) at any time held by, and other
indebtedness at any time owing by, such Lender to or for the credit or the account of the respective Companies against any and all
of the Obligation owing to such Lender, now or hereafter existing.

17. Tax Forms.

(a) (i) Each Lender that is not a "United States person" within the meaning of Section 7701(a)(30) of the Code (a "Foreign
Lender") shall deliver to Administrative Agent, prior to receipt of any payment subject to withholding under the Code (or upon
accepting an assignment of an interest herein), two duly signed completed copies of either IRS Form W-8BEN or any successor
thereto (relating to such Foreign Lender and entitling it to an exemption from, or reduction of, withholding tax on all payments to
be made to such Foreign Lender by Borrower pursuant to this Agreement) or IRS Form W-8ECI or any successor thereto (relating
to all payments to be made to such Foreign Lender by Borrower pursuant to this Agreement) or such other evidence satisfactory
to Borrower and Administrative Agent that such Foreign Lender is entitled to an exemption from, or reduction of, U.S.
withholding tax, including any exemption pursuant to Section 881(c) of the Code. Thereafter and from ti me to time, each such
Foreign Lender shall (A) promptly submit to Administrative Agent such additional duly completed and signed copies of one of
such forms (or such successor forms as shall be adopted from time to time by the relevant United States taxing authorities) as may
then be available under then current United States laws and regulations to avoid, or such evidence as is satisfactory to Borrower
and Administrative Agent of any available exemption from or reduction of, United States withholding taxes in respect of all
payments to be made to such Foreign Lender by Borrower pursuant to this Agreement, (B) promptly notify Administrative Agent



of any change in circumstances which would modify or render invalid any claimed exemption or reduction, and (C) take such
steps as shall not be materially disadvantageous to it, in the reasonable judgment of such Lender, and as may be reasonably
necessary (including the re-designation of its Lending Office) to avoid any requirement of applicable Laws that Borrower m ake
any deduction or withholding for Taxes from amounts payable to such Foreign Lender.

(ii) Each Foreign Lender, to the extent it does not act or ceases to act for its own account with respect to any portion of any sums
paid or payable to such Lender under any of the Loan Papers (for example, in the case of a typical participation by such Lender),
shall deliver to Administrative Agent on the date when such Foreign Lender ceases to act for its own account with respect to any
portion of any such sums paid or payable, and at such other times as may be necessary in the determination of Administrative
Agent (in the reasonable exercise of its discretion), (A) two duly signed completed copies of the forms or statements required to
be provided by such Lender as set forth above, to establish the portion of any such sums paid or payable with respect to which
such Lender acts for its own account that is not subject to U.S. withholding tax, and (B) two duly signed completed copies of IRS
Form W-8IMY (or any successor thereto), together with any information such Lender chooses to tran smit with such form, and
any other certificate or statement of exemption required under the Code, to establish that such Lender is not acting for its own
account with respect to a portion of any such sums payable to such Lender.

(iii) Borrower shall not be required to pay any additional amount to any Foreign Lender under Section 3.15 (A) with respect to
any Taxes required to be deducted or withheld on the basis of the information, certificates or statements of exemption such
Lender transmits with an IRS Form W-8IMY pursuant to this Section 14.17(a) or (B) if such Lender shall have failed to satisfy
the foregoing provisions of this Section 14.17(a); provided, that if such Lender shall have satisfied the requirement of this
Section 14.17(a) on the date such Lender became a Lender or ceased to act for its own account with respect to any payment under
any of the Loan Papers, nothing in this Section 14.17(a) shall relieve Borrower of its obligation to pay any amounts pursuant to
Section 3.15 in the event that, as a result of any change in any applicable Law, treaty or governmental rule, regulation or order, or
any change in th e interpretation, administration or application thereof, such Lender is no longer properly entitled to deliver
forms, certificates or other evidence at a subsequent date establishing the fact that such Lender or other Person for the account of
which such Lender receives any sums payable under any of the Loan Papers is not subject to withholding or is subject to
withholding at a reduced rate.

(iv) Administrative Agent may, without reduction, withhold any Taxes required to be deducted and withheld from any payment
under any of the Loan Papers with respect to which Borrower is not required to pay additional amounts under this Section
14.17(a).

(b) Upon the request of Administrative Agent, each Lender that is a "United States person" within the meaning of Section 7701(a)
(30) of the Code shall deliver to Administrative Agent two duly signed completed copies of IRS Form W-9. If such Lender fails
to deliver such forms, then Administrative Agent may withhold from any interest payment to such Lender an amount equivalent
to the applicable back-up withholding tax imposed by the Code, without reduction.

(c) If any Governmental Authority asserts that Administrative Agent did not properly withhold or backup withhold, as the case
may be, any tax or other amount from payments made to or for the account of any Lender, such Lender shall indemnify
Administrative Agent therefor, including all penalties and interest, any Taxes imposed by any jurisdiction on the amounts payable
to Administrative Agent under this Section, and costs and expenses (including Attorney Costs) of Administrative Agent. The
obligation of Lenders under this Section shall survive the termination of the Total Commitment, repayment of the remainder of
the Obligation hereunder, and the resignation of Administrative Agent.

18. Replacement of Lenders.

Under any circumstances set forth in this Agreement providing that Borrower shall have the right to replace a Lender as a party to
this Agreement, Borrower may, upon notice to such Lender and Administrative Agent, replace such Lender by causing such
Lender to assign its Revolver Commitment and Term Loan Commitment (with the assignment fee to be paid by Borrower in such
instance) pursuant to Section 14.14(b) to one or more other Lenders or Eligible Assignees procured by Borrower; provided
however, that if Borrower elects to exercise such Right with respect to any Lender pursuant to Section 3.18(b), it shall be
obligated to replace all Lenders that have made similar requests for compensation pursuant to Sections 3.14 or 3.15. Borrower
shall (x) pay in full all principal, interest, fees and other amounts owing to such Lender through the date of replacement
(including any amounts payable pursuant to Section 3.17), (y) provide appropriate assurances and indemnities (which may
include letters of credit) to the L/C Issuers as may reasonably require with respect to any continuing obligation to fund
participation interests in any L/C Exposure then outstanding, and (z) release such Lender from its obligations under the Loan
Papers. Any Lender being replaced shall execute and deliver an Assignment and Assumption with respect to such Lender's
Revolver Commitment and Term Loan Commitment and outstanding Loans and participations in L/C Exposure.

19. Confidentiality.

Each of Administrative Agent and Lenders agrees to maintain the confidentiality of the Information (as defined below), except
that Information may be disclosed (a) to its and its Affiliates' directors, officers, employees and agents, including accountants,
legal counsel and other advisors (it being understood that the Persons to whom such disclosure is made will be informed of the
confidential nature of such Information and instructed to keep such Information confidential), (b) to the extent requested by any
regulatory authority (including any self-regulatory authority, such as the National Association of Insurance Commissioners), (c)
to the extent required by applicable laws or regulations or by any subpoena or similar legal process, (d) to any other party hereto,
(e) in connection with the exercise of any remedies hereunder or under any other Loan Paper or any action or proceeding relating
to this Agreement or any other Loan Paper or the enforcement of rights hereunder or thereunder, (f) subject to an agreement
containing provisions substantially the same as those of this section, to (i) any assignee of or Participant in, or any prospective
assignee of or Participant in, any of its rights or obligations under this Agreement or (ii) any actual or prospective counterparty
(or its advisors) to any swap or derivative transaction relating to Borrower and its obligations, (g) with the consent of Borrower,
(h) to the extent such Information (x) becomes publicly available other than as a result of a breach of this section or (y) becomes
available to Administrative Agent or any Lender on a nonconfidential basis from a source other than Borrower, or (i) to any direct



or indirect contractual counterparty in Financial Hedges or such contractual counterparty's professional advisor (so long as such
contractual counterparty or professional advisor to such contractual counterparty agrees to be bound by the provisions of this
Section 14.19). For purposes of this section, "Information" means all information received from any Restricted Company relating
to any Restricted Company or any of their respective businesses, other than any such information that is available to
Administrative Agent or any Lender on a nonconfidential basis prior to disclosure by any Restricted Company, provided that, in
the case of information received from a Restricted Company after the date hereof, such information is clearly identified at the
time of delivery as confidential. Any Person required to maintain the confidentiality of Information as provided in this section
shall be considered to have complied with its obligation to do so if such Person has exercised the same degree of care to maintain
the confidentiality of such Information as such Person would accord to its own confidential information. Notwithstanding
anything herein to the contrary, "Information" shall not include, and Administrative Agent and each Lender may disclose without
limitation of any kind, any information wit h respect to the "tax treatment" and "tax structure" (in each case, within the meaning
of Treasury Regulation Section 1.6011-4) of the transactions contemplated hereby and all materials of any kind (including
opinions or other tax analyses) that are provided to Administrative Agent or such Lender relating to such tax treatment and tax
structure; provided, that with respect to any document or similar item that in either case contains information concerning the tax
treatment or tax structure of the transaction as well as other information, this sentence shall only apply to such portions of the
document or similar item that relate to the tax treatment or tax structure of the Loans, L/C and transactions contemplated hereby.

20. Survival of Representations and Warranties.

All representations and warranties made hereunder and in any other Loan Paper or other document delivered pursuant hereto or
thereto or in connection herewith or therewith shall survive the execution and delivery hereof and thereof. Such representations
and warranties have been or will be relied upon by Administrative Agent and each Lender, regardless of any investigation made
by Administrative Agent or any Lender or on their behalf and notwithstanding that Administrative Agent or any Lender may have
had notice or knowledge of any Default at the time of any Loan or issuance or extension of any L/C (or renewal or increase in the
amount thereof), and shall continue in full force and effect as long as any Loan or any other Obligation hereunder shall remain
unpaid or unsatisfied or any L/C shall remain outstanding.

21. Entirety.

The Rights and Obligations of the Companies, Lenders and Administrative Agent Shall Be Determined Solely from
Written Agreements, Documents and Instruments, and Any Prior Oral Agreements among the Parties Are Superseded by
and Merged into Those Writings. This Agreement and the Other Written Loan Papers (Each as Amended in Writing from
Time to Time) Executed by Any Company, Any Lender or Administrative Agent Represent the Final Agreement among
the Parties and May Not Be Contradicted by Evidence of Prior, Contemporaneous or Subsequent Oral Agreements by the
Parties. There Are No Unwritten Oral Agreements among the Parties. This Agreement supersedes all prior written
agreements and understandings relating to the subject matter hereof and may be supplemented only by documents delivered in
accordance with the terms hereof.

22. Restatement of Existing Agreement.

The parties hereto agree that, on the Closing Date, after all conditions precedent set forth in Section 6.1 have been satisfied or waived: (a) the
Obligation (as defined in this Agreement) represents, among other things, the restatement, renewal, amendment, extension, and modification
of the "Obligation" (as defined in the Existing Agreement); (b) this Agreement is intended to, and does hereby, restate, renew, extend, amend,
modify, supersede, and replace the Existing Agreement in its entirety; (c) the Notes, if any, executed pursuant to this Agreement amend,
renew, extend, modify, replace, restate, substitute for, and supersede in their entirety (but do not extinguish the Debt arising under) the
promissory notes issued pursuant to the Existing Agreement, which existing promissory notes shall be returned to Administrative Agent
promptly after the Closing Date, marked "canceled and replaced"; (d) the Security Documents executed pursuant to this Agreement ame nd,
renew, extend, modify, replace, restate, substitute for, and supersede in their entirety (but do not extinguish or impair the collateral security
created or evidenced by) the "Security Documents" executed and delivered pursuant to the Existing Agreement; (e) each Guaranty executed
pursuant to this Agreement amends, renews, extends, modifies, replaces, restates, substitutes for, and supersedes in its entirety (but does not
extinguish or impair the "Guaranteed Debt" guaranteed by) the Guaranty executed by the applicable Guarantor, as the case may be, executed
and delivered pursuant to the Existing Agreement; and (f) the entering into and performance of their respective obligations under the Loan
Papers and the transactions evidenced hereby do not constitute a novation nor shall they be deemed to have terminated, extinguished, or
discharged the "Debt" under the Existing Agreement, the Security Documents, the Guarantees, or the other Loan Papers (or the collateral
security therefore), al l of which Debt and Collateral shall continue under and be governed by this Agreement and the other Loan Papers,
except as expressly provided otherwise herein.

[Signatures begin on the next page and continue on the following pages.]

THE VAIL CORPORATION (D/B/A "VAIL ASSOCIATES,
INC."), as Borrower

By: 
Name: 
Title:

BANK OF AMERICA, N.A., as Administrative Agent, L/C
Issuer, a Revolver Lender, and a Term Loan Lender

By: 
Name: 
Title:



FLEET NATIONAL BANK, as Syndication Agent, L/C Issuer,
and a Revolver Lender

By: 
Name: 
Title:

 

US BANK NATIONAL ASSOCIATION, 
as Co-Documentation Agent, a Revolver Lender and a Term Loan
Lender

By: 
Name: 
Title:

WELLS FARGO BANK, NATIONAL ASSOCIATION, as Co-
Documentation Agent and a Revolver Lender

By: 
Name: 
Title:

DEUTSCHE BANK TRUST COMPANY AMERICAS, as Co-
Documentation Agent and a Revolver Lender

By: 
Name: 
Title:

By: 
Name: 
Title:

CREDIT LYONNAIS NEW YORK BRANCH,
as a Revolver Lender and a Term Loan Lender

By: 
Name: 
Title:

LASALLE BANK NATIONAL ASSOCIATION, 
as a Revolver Lender

By: 
Name: 
Title:

HARRIS TRUST AND SAVINGS BANK, 
as a Revolver Lender

By: 
Name: 
Title:

COMPASS BANK, 
as a Revolver Lender

By: 
Name: 
Title:

WASHINGTON MUTUAL BANK, 
as a Revolver Lender

By: 
Name: 
Title:

KZH SOLEIL-2 LLC, 
as a Term Loan Lender

By: 
Name: 



Title:

GUARANTORS' CONSENT AND AGREEMENT

As an inducement to Administrative Agent and Lenders to execute, and in consideration of Administrative Agent's and Lenders' execution of
the foregoing, the undersigned hereby consent thereto and agree that the same shall in no way release, diminish, impair, reduce or otherwise
adversely affect the respective obligations and liabilities of each of the undersigned under each Guaranty described in this Agreement, or any
agreements, documents or instruments executed by any of the undersigned to create liens, security interests or charges to secure any of the
indebtedness under the Loan Papers, all of which obligations and liabilities are, and shall continue to be, in full force and effect. This consent
and agreement shall be binding upon the undersigned, and the respective successors and assigns of each, and shall inure to the benefit of
Administrative Agent and Lenders, and respective successors and assigns of each.

Vail Resorts, Inc.

Vail Holdings, Inc.

Beaver Creek Associates, Inc.

Beaver Creek Consultants, Inc.

Beaver Creek Food Services, Inc.

Breckenridge Resort Properties, Inc.

Complete Telecommunications, Inc.

GHTV, Inc.

Gillett Broadcasting, Inc.

Grand Teton Lodge Company

Heavenly Valley, Limited Partnership

Jackson Hole Golf and Tennis Club, Inc.

JHL&S LLC

Keystone Conference Services, Inc.

Keystone Development Sales, Inc.

Keystone Food & Beverage Company

Keystone Resort Property Management Company

Larkspur Restaurant & Bar, LLC

Lodge Properties, Inc.

Lodge Realty, Inc.

Mountain Thunder, Inc.

Property Management Acquisition Corp., Inc.

Rockresorts International, LLC

Rockresorts LLC

Rockresorts Cheeca, LLC

Rockresorts Equinox, Inc.

Rockresorts LaPosada, LLC

Rockresorts Casa Madrona, LLC

Rockresorts Rosario, LLC

Teton Hospitality Services, Inc.

The Village at Breckenridge Acquisition Corp., Inc.

Timber Trail, Inc.

VA Rancho Mirage I, Inc.



VA Rancho Mirage II, Inc.

VA Rancho Mirage Resort, L.P.

Vail/Arrowhead, Inc.

Vail Associates Holdings, Ltd.

Vail Associates Investments, Inc.

Vail Associates Real Estate, Inc.

Vail/Beaver Creek Resort Properties, Inc.

Vail Food Services, Inc.

Vail Resorts Development Company

Vail RR, Inc.

Vail Summit Resorts, Inc.

Vail Trademarks, Inc.

VAMHC, Inc.

VR Heavenly I, Inc.

VR Heavenly II, Inc.

VR Holdings, Inc.

By:

Name:________________________________________

Title:_________________________________________

 

 



Exhibit 99.6

CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER

AND THE CHIEF FINANCIAL OFFICER

PURSUANT TO SECTION 906

OF THE SARBANES-OXLEY ACT OF 2002

 

Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, each of the undersigned hereby certifies in his capacity as an officer of Vail Resorts, Inc. (the "Company"), and
that to the extent of his respective knowledge, that the quarterly report of the Company on Form 10-Q for the three months ended April 30, 2003 (the "Report") fully complies
with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934 and that the information contained in such Report fairly presents, in all material
respects, the financial condition and the results of operations of the Company at the end of and for the periods covered by such Report.

 

Date: June 13, 2003

        /s/ ADAM M. ARON        
Adam M. Aron

Chairman of the Board and
Chief Executive Officer

 

Date: June 13, 2003

        /s/ JAMES P. DONOHUE        
James P. Donohue

Senior Vice President and
Chief Financial Officer

 

 

 

 


