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                           WASHINGTON, D.C. 20549 
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                                SCHEDULE 13D 
                               (RULE 13D-101) 
 
          INFORMATION TO BE INCLUDED IN STATEMENTS FILED PURSUANT 
         TO RULE 13D-1(A) AND AMENDMENTS THERETO FILED PURSUANT TO 
                               RULE 13D-2(A) 
                           (AMENDMENT NO. ____ )* 
 
 
                        FAIRFIELD COMMUNITIES, INC. 
- ----------------------------------------------------------------------------- 
                              (Name of Issuer) 
 
 
                  Common Stock, Par Value $0.01 Per Share 
- ----------------------------------------------------------------------------- 
                       (Title of Class of Securities) 
 
 
                                 304231202 
- ----------------------------------------------------------------------------- 
                               (CUSIP Number) 
 
                                Eric J. Bock 
            Senior Vice President - Law and Corporate Secretary 
                            Cendant Corporation 
                             9 West 57th Street 
                             New York, NY 10019 
                         Telephone: (212) 431-1836 
- ---------------------------------------------------------------------------- 
          (Name, Address and Telephone Number of Person Authorized 
                   to Receive Notices and Communications) 
 
                              November 1, 2000 
- ---------------------------------------------------------------------------- 
          (Date of Event Which Requires Filing of This Statement) 
 
 
         If the filing person has previously filed a statement on Schedule 
13G to report the acquisition that is the subject of this Schedule 13D, and 
is filing this schedule because of Rule 13d-1(e), 13d-1(f) or 13d-1(g), 
check the following box (  ). 
 
         Note: Schedules filed in paper format shall include a signed 
original and five copies of the schedule, including all exhibits. See Rule 
13d-7(b) for other parties to whom copies are sent. 
 
         *The remainder of this cover page shall be filled out for a 
reporting person's initial filing on this form with respect to the subject 
class of securities, and for any subsequent amendment containing 
information which would alter disclosures provided in a prior cover page. 
 
         The information required on the remainder of this cover page shall 
not be deemed to be "filed" for the purpose of Section 18 of the Securities 
Exchange Act of 1934, as amended (the "Act") or otherwise subject to the 
liabilities of that section of the Act but shall be subject to all other 
provisions of the Act (however, see the Notes). 
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- ----------------------------------------------------------------------------- 
      1      NAME OF REPORTING PERSON 
             I.R.S. IDENTIFICATION NO. OF ABOVE PERSON (ENTITIES ONLY) 
             CENDANT CORPORATION (I.R.S. IDENTIFICATION NO. 06-0918165) 
- ----------------------------------------------------------------------------- 
      2      CHECK THE APPROPRIATE BOX IF A MEMBER OF A GROUP        (a) ( ) 
                                                                     (b) ( ) 
- ----------------------------------------------------------------------------- 
      3      SEC USE ONLY 
- ----------------------------------------------------------------------------- 
      4      SOURCE OF FUNDS 
             OO 
- ----------------------------------------------------------------------------- 
      5      CHECK BOX IF DISCLOSURE OF LEGAL PROCEEDINGS IS        (  ) 
             REQUIRED PURSUANT TO ITEM 2(d) OR 2(e) 
- ----------------------------------------------------------------------------- 
      6      CITIZENSHIP OR PLACE OF ORGANIZATION 
 



             DELAWARE 
- ----------------------------------------------------------------------------- 
         NUMBER OF                7     SOLE VOTING POWER 
          SHARES 
       BENEFICIALLY                     8,448,027 (See Items 3 and 5) 
         OWNED BY                 -------------------------------------------- 
           EACH                   8     SHARED VOTING POWER 
         REPORTING 
          PERSON                        7,696,644 (See Items 3 and 5) (1) (2) 
           WITH                   -------------------------------------------- 
                                  9     SOLE DISPOSITIVE POWER 
 
                                        8,448,027 (See Items 3 and 5) 
                                  -------------------------------------------- 
                                 10     SHARED DISPOSITIVE POWER 
 
                                         - 0 - 
- ----------------------------------------------------------------------------- 
     11      AGGREGATE AMOUNT BENEFICIALLY OWNED BY EACH REPORTING PERSON 
 
             16,144,671 (See Items 3 and 5) (2) 
- ----------------------------------------------------------------------------- 
     12      CHECK BOX IF THE AGGREGATE AMOUNT IN ROW (11) EXCLUDES CERTAIN 
             SHARES          |_| 
- ----------------------------------------------------------------------------- 
     13      PERCENT OF CLASS REPRESENTED BY AMOUNT IN ROW (11) 
 
             31.4% (3) 
- ----------------------------------------------------------------------------- 
     14      TYPE OF REPORTING PERSON 
             CO 
 
- ----------------------- 
(1) The reporting person disclaims beneficial ownership of these shares 
pursuant to Rule 13d-4 under the Securities Exchange Act of 1934, as 
amended. 
 
(2) Includes the 510,000 shares that are issuable upon the 
exercise of outstanding options which are either vested or will vest and 
are exercisable within 60 days of November 1, 2000. 
 
(3) Assumes that the 8,448,027 shares subject to the Option (as defined 
herein) and the 510,000 shares described in footnote (2) above are issued 
and outstanding. 
 
 
ITEM 1.  SECURITY AND ISSUER. 
 
         The class of securities to which this statement relates is the 
common stock, par value $0.01 per share ("Fairfield Common Stock"), of 
Fairfield Communities, Inc., a Delaware corporation ("Fairfield"), whose 
principal executive offices are located at 8669 Commodity Circle, Suite 
200, Orlando, Florida 32819. 
 
ITEM 2.  IDENTITY AND BACKGROUND. 
 
         (a) This statement is filed by Cendant Corporation, a Delaware 
corporation ("Cendant"). 
 
         (b) Cendant's principal executive offices are at 6 Sylvan Way, 
Parsippany, New Jersey 07054. 
 
         (c) Cendant and its subsidiaries are global providers of real 
estate, travel and direct marketing related consumer and business services. 
Cendant's core competencies include building franchise systems, providing 
outsourcing solutions and direct marketing. 
 
         The name, business address, present principal occupation or 
employment, the name and principal business of any corporation or other 
organization in which such employment is conducted and the citizenship of 
each director and executive officer of Cendant is set forth in Annex A 
hereto which is incorporated herein by reference. 
 
         (d) On June 14, 2000 the Securities and Exchange Commission (the 
"SEC") instituted and simultaneously settled an administrative proceeding, 
Administrative Proceeding File No. 3- 10225, against Cendant in connection 
with certain accounting irregularities at the former CUC International 
Inc., which merged with HFS Incorporated in December 1997 to form Cendant. 
The SEC found that, as a result of such accounting irregularities, Cendant 
violated the periodic reporting, corporate record-keeping and internal 
controls provisions of the federal securities laws. Without admitting or 
denying the findings contained in the SEC's administrative order, Cendant 
consented to the issuance of an SEC order directing Cendant to cease and 
desist from committing or causing any violation, and any future violation, 
of the periodic reporting, corporate record-keeping and internal controls 
provisions of the federal securities laws. 
 



         Except as set forth in response to this Item 2(d), during the last 
five years neither Cendant nor, to the best of Cendant's knowledge, any of 
the individuals referred to in Annex A, has been convicted in a criminal 
proceeding (excluding traffic violations or similar misdemeanors). 
 
         (e) During the last five years neither Cendant nor, to the best of 
Cendant's knowledge, any of the individuals referred to in Annex A, has 
been a party to a civil proceeding of a judicial or administrative body of 
competent jurisdiction resulting in a judgment, decree or final order 
enjoining future violations of, or prohibiting or mandating activities 
subject to, federal or state securities laws, or finding violations with 
respect of such laws. 
 
         (f) Cendant is a Delaware corporation. 
 
ITEM 3.  SOURCE AND AMOUNT OF FUNDS OR OTHER CONSIDERATION. 
 
         Cendant, Fairfield and Grand Slam Acquisition Corp., a Delaware 
corporation and a subsidiary of Cendant ("Merger Sub"), entered into an 
Agreement and Plan of Merger dated as of November 1, 2000 (the "Merger 
Agreement"). Pursuant to the Merger Agreement, Merger Sub will merge with 
and into Fairfield (the "Merger"), with Fairfield continuing as the 
surviving corporation. Following the Merger, Fairfield will be a 
wholly-owned subsidiary of Cendant. The Merger Agreement provides for 
Cendant to acquire all of the issued and outstanding shares of Fairfield 
Common Stock at $15 per share, subject to certain adjustments (the "Merger 
Consideration"). 
 
         Fairfield stockholders will have the right to elect to receive the 
Merger Consideration either in cash or in shares of common stock, par value 
$0.01 per share, of Cendant ("Cendant Common Stock"). If the Total Cash 
Potential (as defined in the Merger Agreement) is greater than the Total 
Cash Actual (as defined in the Merger Agreement), then each share of 
Fairfield Common Stock for which a Cash Election (as defined in the Merger 
Agreement) has been made shall be entitled to receive less than $15 in 
cash, on a pro rata basis, with the balance of the Merger Consideration 
paid in Cendant Common Stock (the "Proration Balance"). 
 
         The Merger Consideration, which is based on the Average Trading 
Price (as defined in the Merger Agreement) of Cendant Common Stock, may 
increase to a maximum of $16 per share. If the Merger Consideration does 
increase, then each share of Fairfield Common Stock for which a Cash 
Election has been made, shall be entitled to receive $15 in cash plus 
Additional Stock Consideration (as defined in the Merger Agreement). If the 
Average Trading Price of Cendant Common Stock is $7 or less, then (i) each 
share of Fairfield Common Stock for which a Stock Election has been made 
shall be entitled to receive 2.1428 shares of Cendant Common Stock, which 
may result in the Merger Consideration being less than $15, and (ii) each 
share of Fairfield Common Stock for which a Cash Election has been made, 
shall be entitled to receive $15. 
 
         Cendant will have the right, at its sole discretion, to 
substitute, on a pro rata basis, cash for any Stock Election Consideration 
(as defined in the Merger Agreement), Proration Balance and Additional 
Stock Consideration in an amount equal to the Average Trading Price 
multiplied by the Exchange Ratio (as defined in the Merger Agreement). 
Prior to Cendant exercising its substitution right with respect to the 
Stock Election Consideration, it will first be required to pay in cash for 
all shares for which a Cash Election has been made and which were not fully 
converted into the right to receive the Cash Election Consideration (as 
defined in the Merger Agreement). 
 
         The Merger is subject to customary closing conditions, including 
the approval and adoption of the Merger Agreement by Fairfield's 
stockholders, the expiration of the applicable waiting period under the 
Hart-Scott-Rodino Antitrust Improvements Act of 1976, as amended, the 
receipt of approvals, consents or exemptions under various state timeshare 
registration laws, and the satisfaction or waiver of certain other 
conditions as more fully described in the Merger Agreement. There can be no 
assurance that the required approvals will be obtained in a timely fashion, 
if at all, or, in the case of regulatory approvals, if obtained, will not 
contain certain conditions. 
 
         As an inducement and a condition to Cendant entering into the 
Merger Agreement, Fairfield entered into a Stock Option Agreement (the 
"Option Agreement"), dated November 1, 2000, with Cendant. Pursuant to the 
Option Agreement, Fairfield granted to Cendant an irrevocable option (the 
"Option") to purchase up to 8,448,027 shares of Fairfield Common Stock, 
subject to customary adjustments, together with the rights associated with 
such shares issued pursuant to the Rights Agreement (as defined in the 
Option Agreement) at a purchase price per share equal to the Exercise Price 
(as defined in the Option Agreement). In no event will the number of shares 
of Fairfield Common Stock for which the Option is exercisable exceed 19.9% 
of the total number of shares of Fairfield Common Stock issued and 
outstanding after any adjustment is made. 
 
         The Option is exercisable, in whole or in part, at any time and 



from time to time, subject to certain closing conditions described in the 
Option Agreement. In addition, at any time during which the Option is 
exercisable, upon demand by Cendant, Cendant will have the right to sell to 
Fairfield and Fairfield will be obligated to repurchase from Cendant (the 
"Put Right") all or any portion of the Option. If the Put Right becomes 
exercisable, Fairfield will be obligated to repurchase all or any portion 
of the Option at a price equal to the product of multiplying (i) the 
difference between the Market/Offer Price (defined as the higher of (x) the 
highest price per share offered as of the Notice Date (as defined herein) 
pursuant to any tender or exchange offer or other Company Takeover Proposal 
(as defined in the Merger Agreement) which was made prior to the Notice 
Date and not terminated or withdrawn as of the Notice Date (the "Offer 
Price") and (y) the average of the closing prices of shares of Fairfield 
Common Stock on the New York Stock Exchange for the five trading days 
immediately preceding the Notice Date (the "Market Price") for shares of 
Fairfield Common Stock as of the date notice of exercise of the Put Right 
is given to Fairfield (the "Notice Date")), and the Exercise Price, by (ii) 
the number of shares of Fairfield Common Stock purchasable pursuant to the 
Option (or portion thereof). If the Put Right becomes exercisable, and all 
or any portion of the Option has already been exercised, Fairfield would be 
obligated to repurchase all or any portion of the shares of Fairfield 
Common Stock issued pursuant to the Option at a price equal to the product 
of multiplying (i) the Exercise Price paid by Cendant for the shares of 
Fairfield Common Stock acquired pursuant to the Option plus, assuming the 
Market/Offer Price is greater than the Exercise Price, the difference 
between the Market/Offer Price and the Exercise Price, by (ii) the number 
of shares of Fairfield Common Stock so purchased. In addition, the Option 
Agreement grants certain registration rights to Cendant with respect to 
shares of Fairfield Common Stock issued pursuant to the Option. 
Notwithstanding Cendant's right to exercise the Option and the Put Right, 
if the Total Payment (as defined in the Option Agreement) exceeds $32 
million, then Cendant must make certain adjustments as set forth in the 
Option Agreement so that its actual realized Total Payment will not exceed 
$32 million. 
 
         Cendant anticipates that should it determine to exercise the 
Option, in whole or in part, any funds to be paid by it upon exercise of 
the Option would be provided from cash on hand and cash available from 
external sources. 
 
         As further inducement to Cendant entering into the Merger 
Agreement, Cendant entered into a Voting Agreement (the "Voting 
Agreement"), dated as of November 1, 2000, with various holders of 
Fairfield Common Stock listed on Schedule A to the Voting Agreement (the 
"Stockholders"). The total number of shares of Fairfield Common Stock owned 
of record and/or beneficially owned by the Stockholders is 7,696,644 (which 
includes 510,000 shares that are issuable upon the exercise of outstanding 
options which are either vested or will vest and are exercisable within 60 
days of November 1, 2000) (the "Stockholders Shares"). Pursuant to the 
Voting Agreement, the Stockholders agreed, severally and not jointly, to 
vote or cause to be voted (including by written consent, if applicable) all 
of the Stockholders Shares (i) in favor of the Merger, the execution and 
delivery by Fairfield of the Merger Agreement, the approval and adoption of 
the Merger and the terms thereof, the approval of each of the other actions 
contemplated by the Merger Agreement and the Voting Agreement and any other 
actions that could be required in furtherance thereof and (ii) against any 
proposals presented for a vote to prevent or thwart the Merger or any of 
the transactions contemplated by the Merger Agreement or the Voting 
Agreement. 
 
         References to, and descriptions of, the Merger Agreement, the 
Option Agreement and the Voting Agreement as set forth above in this Item 3 
are qualified in their entirety by reference to the copies of the Merger 
Agreement, the Option Agreement and the Voting Agreement attached as 
Exhibits 1, 2 and 3, respectively, to this Schedule 13D, and are 
incorporated in this Item 3 in their entirety where such references and 
descriptions appear. 
 
ITEM 4.  PURPOSE OF TRANSACTION. 
 
         The information set forth or incorporated by reference in Item 3 
is hereby incorporated herein by reference. 
 
         The Option is exercisable, in whole or in part, at any time and 
from time to time, subject to certain closing conditions described in the 
Option Agreement. The Option will terminate upon the earlier of: (i) the 
Effective Time (as defined in the Merger Agreement) of the Merger; (ii) the 
termination of the Merger Agreement pursuant to Section 7.1 thereof (other 
than a termination in connection with which Cendant is or may be entitled 
to the payment specified in Section 5.8 thereof); and (iii) 5:00 p.m., New 
York City time, on the date that is the one year anniversary of the 
termination of the Merger Agreement in connection with which Cendant is or 
may be entitled to the payment specified in Section 5.8 thereof, or if, at 
the expiration of such one year period, the Option cannot be exercised by 
reason of any applicable judgment, decree, order, law or regulation, ten 
business days after such impediment to exercise will have been removed or 
has become final and not subject to appeal. 



 
         Until the Option is exercised, Cendant does not have any right to 
vote (or direct the vote of) or dispose (or to direct the disposition of) 
any shares of Fairfield Common Stock that may be purchased upon exercise of 
the Option. 
 
         References to, and descriptions of, the Merger Agreement and the 
Option Agreement as set forth above in this Item 4 are qualified in their 
entirety by reference to the copies of the Merger Agreement and the Option 
Agreement listed as Exhibits 1 and 2, respectively, to this Schedule 13D, 
and are incorporated in this Item 4 in their entirety where such references 
and descriptions appear. 
 
ITEM 5.  INTEREST IN SECURITIES OF THE ISSUER. 
 
         The information set forth or incorporated by reference in Items 3 
and 4 is hereby incorporated herein by reference. 
 
         The number of shares of Fairfield Common Stock covered by the 
Option is 8,448,027 (representing approximately 19.9% of the 42,382,655 
shares of Fairfield Common Stock issued and outstanding as of October 29, 
2000, as represented by Fairfield in the Merger Agreement). Until the 
Option is exercised, Cendant does not have any right to vote (or direct the 
vote of) or dispose (or to direct the disposition of) any shares of 
Fairfield Common Stock that may be purchased upon exercise of the Option. 
 
         As a result of the Voting Agreement, Cendant may be deemed to have 
the right to direct the vote of the Stockholders Shares, which constitute 
approximately 18.2% of the issued and outstanding shares of Fairfield 
Common Stock based on the number of shares of Fairfield Common Stock 
outstanding as of October 29, 2000, with respect to those matters described 
in Item 3, however, Cendant (i) is not entitled to any rights as a 
stockholder of Fairfield as to Stockholders Shares and (ii) expressly 
disclaims any beneficial ownership of the Stockholders Shares. 
 
         Other than as set forth in this Schedule 13D, as of the date 
hereof (i) neither Cendant nor any subsidiary of Cendant nor, to the best 
of Cendant's knowledge, any of Cendant's executive officers or directors 
beneficially owns any shares of Fairfield Common Stock and (ii) there have 
been no transactions in shares of Fairfield Common Stock effected during 
the past 60 days by Cendant or by any subsidiary of Cendant or, to the best 
of Cendant's knowledge, by any of Cendant's executive officers or 
directors. 
 
         No other person is known by Cendant to have the right to receive 
or the power to direct the receipt of dividends from, or the proceeds from 
the sale of, the shares of Fairfield Common Stock obtainable by Cendant 
upon exercise of the Option. 
 
         Reference to, and descriptions of, the Merger Agreement, Option 
Agreement and the Voting Agreement as set forth in this Item 5 are 
qualified in their entirety by reference to the copies of the Merger 
Agreement, the Option Agreement and the Voting Agreement listed as Exhibits 
1, 2 and 3, respectively, to this Schedule 13D, and incorporated in this 
Item 5 in their entirety where such references and descriptions appear. 
 
ITEM 6.  CONTRACTS, ARRANGEMENTS, UNDERSTANDINGS OR RELATIONSHIPS WITH 
         RESPECT TO SECURITIES OF THE ISSUER. 
 
         The information set forth, or incorporated by reference, in Items 
3 through 5 is hereby incorporated by reference. 
 
         Copies of the Merger Agreement, the Option Agreement and the 
Voting Agreement are incorporated by reference as Exhibits 1, 2 and 3, 
respectively, to this Schedule 13D. To the best of Cendant's knowledge, 
except as described in this Schedule 13D, there are at present no other 
contracts, arrangements, understandings or relationships among the persons 
named in Item 2 above, and between any such persons and any person, with 
respect to any securities of Fairfield. 
 
ITEM 7.  MATERIAL TO BE FILED AS EXHIBITS. 
 
         Exhibit Description 
 
         1.       Agreement and Plan of Merger, dated as of November 1, 
                  2000, by and among Cendant Corporation, Grand Slam 
                  Acquisition Corp. and Fairfield Communities, Inc. 
 
         2.       Stock Option Agreement, dated November 1, 2000, by and 
                  between Cendant Corporation and Fairfield Communities, 
                  Inc. 
 
         3.       Voting Agreement, dated as of November 1, 2000, by and 
                  between Cendant Corporation and the various holders of 
                  Fairfield Common Stock listed on Schedule A to the Voting 
                  Agreement. 
 



                                 SIGNATURE 
 
         After reasonable inquiry and to the best of my knowledge and 
belief, I certify that the information set forth in this statement is true, 
complete and correct. 
 
Dated: November 13, 2000 
 
                                              CENDANT CORPORATION 
 
 
                                        By:   /s/ Eric J. Bock 
                                            -------------------------------- 
                                            Name:  Eric J. Bock 
                                            Title: Senior Vice President - Law 
                                                   and Corporate Secretary 
 
 
                                                                    ANNEX A 
 
                      DIRECTORS AND EXECUTIVE OFFICERS 
                                 OF CENDANT 
 
                  The name, business address, present principal occupation 
or employment and name, principal business and address of any corporation 
or other organization in which such employment is conducted of each of the 
directors and executive officers of Cendant are set forth below. All of the 
persons listed below are citizens of the United States. 
 
 
 
 
 
                                                     DIRECTORS 
                                 (INCLUDING DIRECTORS WHO ARE EXECUTIVE OFFICERS) 
 
                                                                                 Name, Principal Business and 
                                                                                 Address of Corporation of 
                                         Present Principal                       Organization in which such 
          Name                      Occupation or Employment                      Employment is Conducted 
- -------------------------------------------------------------------------------------------------------------------
 
                                                                           
Henry R. Silverman                   President, Chairman and Chief              Cendant Corporation 
                                     Executive Officer                          9 West 57th Street 
                                                                                37th Floor 
                                                                                New York, NY 10019 
 
James E. Buckman                     Vice Chairman, General Counsel and         Cendant Corporation 
                                     Assistant Secretary                        6 Sylvan Way 
                                                                                Parisppany, New Jersey 07054 
 
Stephen P. Holmes                    Vice Chairman, Chairman and Chief          Cendant Corporation 
                                     Executive Officer, Cendant Travel          6 Sylvan Way 
                                     Division                                   Parisppany, New Jersey 07054 
 
Martin Edelman                       Counsel                                    Hastings, Janofsky & Walker LLP 
                                                                                399 Park Avenue 
                                                                                New York, NY 10022 
 
Myra J. Biblowit                     Vice Dean for External Affairs, Senior     New York University School of 
                                     Vice President of Mount Sinai-NYU          Medicine 
                                     Health Systems                             550 First Avenue 
                                                                                New York, New York 10016 
 
The Rt. Hon. Mulroney,               Partner                                    Ogilvy Renault 
 P.C., L.L.D.                                                                   1981 McGill College Avenue 
                                                                                Suite 1110 
                                                                                Montreal, Quebec H3A 3C1 
 
Robert W. Pittman                    President and Chief Operating-Officer      America Online, Inc. 
                                                                                22000 AOL Way 
                                                                                Dulles, Virginia 20166 
 
Sheli Z. Rosenberg                   Vice Chairwomen                            Equity Group Investments, Inc. 
                                                                                N. Riverside Plaza 
                                                                                Suite 600 
                                                                                Chicago, Illinois 60606 
 
Leonard S. Coleman                   Senior Advisor, Major-League-              Cendant Corporation 
                                     Baseball                                   9 West 57th Street 
                                                                                37th Floor 
                                                                                New York, NY 10019 
 
Dr. John C. Malone                   Chairman                                   Liberty Media Corporation 
                                                                                9197 South Pioria Street 
                                                                                Englewood, Colorado 80112 



 
Robert E. Nederlander                President and Director                     Nederlander Organization, Inc. 
                                                                                1450 Broadway 
                                                                                20th Floor 
                                                                                New York, New York 10018 
 
Cheryl D. Mills                      Senior Vice President, Corporate           Oxygen Media, Inc. 
                                     Policy and Public Programing               75 Ninth Avenue 
                                                                                New York, New York 10011 
 
Robert F. Smith                      Senior Managing Director                   Car Component Technologies, Inc. 
                                                                                10 Ironhorse Drive 
                                                                                Bedford, New Hamshire 03110 
 
 
                                     EXECUTIVE OFFICERS WHO ARE NOT DIRECTORS 
 
 
                                                                                 Name, Principal Business and 
                                                                                  Address of Corporation of 
                                         Present Principal                         Organization in which such 
          Name                      Occupation or Employment                         Employment is Conducted 
- -------------------------------------------------------------------------------------------------------------------
 
David M. Johnson                    Senior Executive Vice                       Cendant Corporation 
                                    President and Chief                         6 Sylvan Way 
                                    Financial Officer                           Parsippany, NJ 07054 
 
Richard A. Smith                    Chairman and Chief                          Cendant Corporation 
                                    Executive Officer, Real                     6 Sylvan Way 
                                    Estate Division                             Parsippany, NJ 07054 
 
John W. Chidsey                     Chairman and Chief                          Cendant Corporation 
                                    Executive Officer, Direct                   6 Sylvan Way 
                                    Marketing Division                          Parsippany, NJ 07054 
 
Samuel L. Katz                      Chief Executive Officer,                    Cendant Corporation 
                                    Cendant Internet Group                      6 Sylvan Way 
                                                                                Parsippany, NJ 07054 
 
John McClain                        Senior Vice President,                      Cendant Corporation 
                                    Controller                                  6 Sylvan Way 
                                                                                Parsippany, NJ 07054 
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                                BY AND AMONG 
 
 
                            CENDANT CORPORATION, 
 
                        GRAND SLAM ACQUISITION CORP. 
 
                                    AND 
 
                        FAIRFIELD COMMUNITIES, INC. 
 
                        DATED AS OF NOVEMBER 1, 2000 
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               AGREEMENT AND PLAN OF MERGER (this "Agreement"), dated as of 
November 1, 2000, by and among CENDANT CORPORATION, a Delaware corporation 
("Parent"), FAIRFIELD COMMUNITIES, INC., a Delaware corporation (the 
"Company"), and GRAND SLAM ACQUISITION CORP., a Delaware corporation and a 
subsidiary of Parent ("Merger Sub"). 
 
               WHEREAS, the respective Board of Directors of Parent and the 
Company have determined that the Merger (as defined below) and the other 
transactions contemplated under this Agreement are in the best interest of 
Parent and the Company; 
 
               WHEREAS, each of Parent, Merger Sub and the Company desire 
to enter into a transaction whereby Merger Sub will merge with and into the 
Company (the "Merger"), with the Company being the surviving corporation, 
upon the terms and subject to the conditions set forth in this Agreement, 
whereby each issued and outstanding share of common stock, par value $0.01 
per share, of the Company (together with the rights associated with such 



shares issued pursuant to the Rights Agreement, dated as of September 1, 
1992, as amended, between the Company and The First National Bank of Boston 
(as successor to Society National Bank), as Rights Agent (the "Rights 
Agreement"), "Company Common Stock"), will be converted into the right to 
receive the Merger Consideration (as defined in Section 2.1(c)); 
 
               WHEREAS, the respective Boards of Directors of Parent and 
the Company have each approved the possible transfer of certain assets and 
liabilities related to the resort and vacation ownership interest 
development business currently operated by the Company to a newly formed 
corporation ("DevCo.") and the distribution of DevCo. common stock, on a 
pro rata basis, to stockholders of the Company or the transfer of such 
common stock to a third party immediately prior to the Effective Time (as 
defined in Section 1.3), in accordance with the terms and provisions set 
forth on Exhibit A attached hereto (each, a "DevCo. Distribution"); 
 
               WHEREAS, the respective Boards of Directors of Parent, 
Merger Sub and the Company have each approved and adopted this Agreement 
and approved the Merger in accordance with the General Corporation Law of 
the State of Delaware (the "DGCL"), and Parent has approved this Agreement 
and the Merger as the parent of Merger Sub; 
 
               WHEREAS, the parties desire to make certain representations, 
warranties, covenants and agreements in connection with the Merger and also 
to prescribe various conditions to the Merger; 
 
               WHEREAS, concurrently with the execution of this Agreement, 
and as an inducement to Parent and Merger Sub to enter into this Agreement, 
Parent and certain stockholders of the Company have entered into a Voting 
Agreement, dated as of the date hereof (the "Voting Agreement"), providing, 
among other things, that such stockholders will vote, or cause to be voted, 
at the meeting of the Company's stockholders for the purpose of voting on 
the adoption of this Agreement (the "Company Stockholders Meeting") all of 
the shares of Company Common Stock owned by them in favor of the Merger; 
and 
 
               WHEREAS, concurrently with the execution of this Agreement, 
Parent and the Company have entered into a Stock Option Agreement , dated 
as of the date hereof, providing, among other things, that the Company 
grants to Parent an option to purchased shares of Company Common Stock (the 
"Stock Option Agreement"). 
 
               NOW, THEREFORE, in consideration of the representations, 
warranties, covenants and agreements contained in this Agreement, and 
intending to be legally bound hereby, the parties agree as follows: 
 
 
                                 ARTICLE I 
 
                                 THE MERGER 
 
               SECTION 1.1 The Merger. Upon the terms and subject to the 
conditions set forth in this Agreement, and in accordance with the DGCL, 
Merger Sub shall be merged with and into the Company at the Effective Time. 
Following the Effective Time, the Company shall be the surviving 
corporation (the "Surviving Corporation"), shall become a subsidiary of 
Parent and shall succeed to and assume all the rights and obligations of 
Merger Sub in accordance with the DGCL. 
 
               SECTION 1.2 Closing. Subject to the satisfaction or waiver 
of all the conditions to closing contained in Article VI hereof, the 
closing of the Merger (the "Closing") will take place at 10:00 a.m. on a 
date to be specified by the parties (the "Closing Date"), which shall be no 
later than the second day after satisfaction or waiver of the conditions 
set forth in Article VI (other than those conditions that by their nature 
are to be satisfied at the Closing, but subject to the fulfillment or 
waiver of those conditions; provided, that if the DevCo. Distribution shall 
be scheduled to occur within 15 business days after satisfaction or waiver 
of the conditions set forth in Article VI (other than the Company 
Stockholders Meeting), the closing shall take place upon written election 
of Parent, delivered to the Company prior to 5:00 p.m., New York City time, 
on the date of such satisfaction or waiver (the "Closing Extension Notice") 
on (subject to the satisfaction or waiver of all of the conditions set 
forth in Article VI) the earlier of (i) the date of the DevCo. Distribution 
and (ii) the 15th business day after the date of the Closing Extension 
Notice, unless another time or date is agreed to by the parties hereto). 
The Closing will be held at the offices of Skadden, Arps, Slate, Meagher & 
Flom LLP, Four Times Square, New York, New York 10036 or at such other 
location as is agreed to by the parties hereto. 
 
               SECTION 1.3 Effective Time. Subject to the provisions of 
this Agreement, as soon as practicable following the Closing, the parties 
shall cause the Merger to be consummated by filing a certificate of merger 
(the "Certificate of Merger") executed in accordance with the relevant 
provisions of the DGCL and shall make all other filings or recordings 
required under the DGCL to effectuate the Merger. The Merger shall become 
effective at such time as the Certificate of Merger is duly filed with the 



Secretary of State of the State of Delaware, or at such subsequent date or 
time as Parent and the Company shall agree and specify in the Certificate 
of Merger (the time the Merger becomes effective being hereinafter referred 
to as the "Effective Time"). 
 
               SECTION 1.4 Effects of the Merger. The Merger shall have the 
effects set forth in Section 259 of the DGCL. 
 
               SECTION 1.5 Certificate of Incorporation and By-laws of the 
Surviving Corporation. The certificate of incorporation and the by-laws of 
Merger Sub, as in effect immediately prior to the Effective Time, shall be 
the certificate of incorporation and the by-laws of the Surviving 
Corporation until thereafter changed or amended as provided therein or by 
applicable law, except that the first article of the certificate of 
incorporation of the Merger Sub shall be amended as of the Effective Time 
to read in its entirety as follows: "The name of the corporation is 
Fairfield Communities, Inc." 
 
               SECTION 1.6 Directors and Officers. The directors of Merger 
Sub shall, from and after the Effective Time, become the directors of the 
Surviving Corporation until their successors shall have been duly elected, 
appointed or qualified or until their earlier death, resignation or removal 
in accordance with the certificate of incorporation and the by-laws of the 
Surviving Corporation. The officers of Merger Sub shall, from and after the 
Effective Time, become the officers of the Surviving Corporation until 
their successors shall have been duly elected, appointed or qualified or 
until their earlier death, resignation or removal in accordance with the 
certificate of incorporation and the by-laws of the Surviving Corporation. 
 
 
                                 ARTICLE II 
 
                 EFFECT OF THE MERGER ON THE CAPITAL STOCK 
                      OF THE CONSTITUENT CORPORATIONS; 
                          EXCHANGE OF CERTIFICATES 
 
               SECTION 2.1 Effect on Capital Stock. As of the Effective 
Time, by virtue of the Merger and without any action on the part of the 
holder of any shares of Company Common Stock: 
 
                      (a) Capital Stock of Merger Sub. Each issued and 
outstanding share of the common stock, par value $.01 per share, of Merger 
Sub issued and outstanding immediately prior to the Effective Time shall be 
converted into and become one fully paid and nonassessable share of common 
stock, par value $.01 per share, of the Surviving Corporation. 
 
                      (b) Cancellation of Treasury Stock. Each share of 
Company Common Stock that is owned by the Company, Parent, Merger Sub or 
any of their respective wholly owned subsidiaries shall automatically be 
cancelled and retired and shall cease to exist, and no consideration shall 
be delivered in exchange therefor. 
 
                      (c) Conversion of Company Common Stock; Proration. 
Subject to Section 2.2 hereof, each issued and outstanding share of Company 
Common Stock, other than shares to be cancelled and retired in accordance 
with Section 2.1(b) and Dissenting Shares (as defined in Section 2.4), 
shall be converted, at the election of the holder thereof, in accordance 
with the procedures set forth in Section 2.2 below, into the following (the 
"Merger Consideration"): 
 
                             (i) For each share of Company Common Stock 
        with respect to which an election to receive shares of common 
        stock, par value $0.01 per share, of Parent, designated as CD 
        common stock ("Parent Common Stock"), has been effectively made and 
        not revoked pursuant to Section 2.2 ("Stock Election") and for each 
        Non-Electing Share (as defined in subsection (iv) below), the right 
        to receive 1.2500 (the "Initial Exchange Ratio" and as adjusted 
        pursuant to Section 2.3 and this subsection (i), the "Exchange 
        Ratio") fully paid and nonassessable shares of Parent Common Stock 
        (as may be adjusted pursuant to the remainder of this subsection 
        (i), the "Stock Election Consideration"); provided, however, that 
        (x) if the Average Trading Price (as defined below) is between 
        $12.0 and $13.5960, then the Exchange Ratio shall be equal to the 
        sum of (a) the Initial Exchange Ratio divided by two, and (b) the 
        quotient of $7.5 divided by the Average Trading Price, (y) if the 
        Average Trading Price is equal to, or greater than, $13.5960, then 
        the Exchange Ratio shall be equal to the quotient of $16 divided by 
        the Average Trading Price and (z) if the Average Trading Price is 
        below $12.0, then the Exchange Ratio shall be equal to the quotient 
        of $15 divided by the Average Trading Price; provided, further, 
        that if the Average Trading Price of Parent Common Stock is $7.00 
        or less, the Exchange Ratio will be 2.1428. As used herein, the 
        "Average Trading Price" shall mean the arithmetic average of the 
        4:00 p.m. Eastern Time closing sales prices of Parent Common Stock 
        reported on the New York Stock Exchange ("NYSE") Composite Tape for 
        the 20 consecutive NYSE trading days (each, a "Trading Day") ending 
        on (and including) the Trading Day immediately prior to the date of 



        the Company Stockholders Meeting (as defined herein). 
 
                             (ii) For each share of Company Common Stock 
        with respect to which an election to receive cash has been 
        effectively made and not revoked pursuant to Section 2.2 ("Cash 
        Election"), the right to receive $15 in cash, subject to proration 
        pursuant to subsection (iii) below (the "Cash Election 
        Consideration"); provided, however, that in the event that the 
        Average Trading Price is greater than $12.0, for each share of 
        Company Common Stock with respect to which a Cash Election was made 
        and not subject to proration, in addition to the Cash Election 
        Consideration received with respect to such share, there shall be a 
        right to receive a fraction of a share of Parent Common Stock which 
        shall equal the value, based on the Average Trading Price, of the 
        Stock Election Consideration minus $15 (the "Additional Stock 
        Consideration"); provided, further, that the Additional Stock 
        Consideration shall not exceed $1. 
 
                             (iii) The manner in which each share of 
        Company Common Stock (other than shares of Company Common Stock to 
        be cancelled as set forth in Section 2.1(b) and Dissenting Shares) 
        for which a Cash Election has been made shall be converted into the 
        right to receive either the Cash Election Consideration and 
        Additional Stock Consideration, if any, or the Stock Election 
        Consideration on the Effective Date shall be as set forth in this 
        subsection (iii). All references to "outstanding" shares of Company 
        Common Stock in this subsection (iii) shall mean all shares of 
        Company Common Stock issued and outstanding immediately prior to 
        the Effective Time. 
 
                                    (A) As is more fully set forth below 
               and except as provided in Section 2.1(c)(v), the aggregate 
               amount of cash which Parent shall be obligated to pay in the 
               Merger pursuant to this Agreement (other than in respect of 
               Dissenting Shares) shall not be more than the product of 
               multiplying $7.5 by the number of outstanding shares of the 
               Company's Common Stock (the "Total Cash Actual"). "Total 
               Cash Potential" shall mean the sum of (1) the aggregate Cash 
               Election Consideration elected by stockholders of the 
               Company, and (2) a cash amount equal to the number of 
               Dissenting Shares multiplied by the value, based on the 
               Average Trading Price, of the Stock Election Consideration. 
 
                                    (B) If the Total Cash Potential is 
               equal to or less than the Total Cash Actual, each share of 
               Company Common Stock covered by a Cash Election shall be 
               converted in the Merger into the right to receive the Cash 
               Election Consideration and the Additional Stock 
               Consideration, if any. 
 
                                    (C) If the Total Cash Potential is 
               greater than the Total Cash Actual, each share of Company 
               Common Stock covered by a Cash Election shall be converted 
               in the Merger into the right to receive the Cash Election 
               Consideration and the Stock Election Consideration in the 
               following manner: 
 
                                            (a) The Exchange Agent (as 
               defined in Section 2.2(d) below) will distribute with 
               respect to each share of Company Common Stock as to which a 
               Cash Election has been made the Cash Election Consideration 
               multiplied by a fraction, (x) the numerator of which shall 
               be the product of multiplying (A) $15 by (B) 50.0% of the 
               number of outstanding shares of Company Common Stock minus 
               the product of multiplying (C) the number of Dissenting 
               Shares by (D) the value, based on the Average Trading Price, 
               of the Stock Election Consideration, and (y) the denominator 
               of which shall be the aggregate Cash Election Consideration 
               elected by stockholders of the Company; and 
 
                                            (b) Each share of Company 
               Common Stock covered by a Cash Election and not fully 
               converted into the right to receive the Cash Election 
               Consideration as set forth in clause (a) above shall be 
               converted in the Merger into the right to receive a fraction 
               of a share of Parent Common Stock which shall equal the 
               value, based on the Average Trading Price, of the sum of (x) 
               the product of multiplying (A) the Stock Election 
               Consideration by (B) a fraction equal to 1.0 minus the 
               fraction set forth in clause (a) above plus (y) the product 
               of multiplying (A) the value, based on the Average Trading 
               Price, of the Additional Stock Consideration, if any, by (B) 
               the fraction set forth in clause (a) above, subject to 
               subsection (v) below. 
 
                             (iv) Each share of Company Common Stock for 
        which a valid Stock Election has been received and each share of 



        Company Common Stock for which an Election (as defined in Section 
        2.2 below) is not in effect at the Election Deadline (a 
        "Non-Electing Share"), shall be converted into the right to receive 
        the Stock Election Consideration in the Merger, subject to 
        subsection (v) below. If Parent and the Company shall determine 
        that any Election is not properly made with respect to any shares 
        of Company Common Stock, such Election shall be deemed to be not in 
        effect, and the shares of Company Common Stock covered by such 
        Election shall, for purposes hereof, be deemed to be Non- Electing 
        Shares. 
 
                             (v) Notwithstanding subsections (i) through 
        (iv) above, Parent shall have the right, exercisable at any time at 
        least two business days prior to the Closing, at Parent's sole 
        discretion, to pay in cash for any shares for which an Election (as 
        defined below) was made and to substitute on a pro rata basis a 
        payment of cash in an amount equal to the Average Trading Price 
        multiplied by the Exchange Ratio for any or all shares of Company 
        Common Stock for which the Stock Election has been made or which 
        would otherwise be converted into Parent Common Stock pursuant to 
        Section 2.1(c)(iii)(C); provided, that prior to making such 
        substitution, Parent shall first have paid in cash for all shares 
        for which a Cash Election has been made and which were not fully 
        converted into the right to receive the Cash Election 
        Consideration. 
 
               SECTION 2.2 Election Procedure. Each holder of shares of 
Company Common Stock (other than Dissenting Shares) shall have the right, 
subject to the limitations set forth in this Article II, to submit an 
Election (as defined below) in accordance with the following procedures (as 
used in this Section 2.2, "holder" shall mean "record holder"): 
 
                      (a) Each holder of shares of Company Common Stock may 
specify in a request made in accordance with the provisions of this Section 
(herein called an "Election") (A) the number of shares of Company Common 
Stock owned by such holder with respect to which such holder desires to 
make a Stock Election and (B) the number of shares of Company Common Stock 
owned by such holder with respect to which such holder desires to make a 
Cash Election. 
 
                      (b) Parent shall prepare a form reasonably acceptable 
to the Company (the "Form of Election") which shall be mailed to the 
Company's stockholders entitled to vote at the Company Stockholders Meeting 
so as to permit the Company's stockholders to exercise their right to make 
an Election prior to the Election Deadline (as defined in subsection (d)). 
 
                      (c) Parent shall use all reasonable efforts to make 
the Form of Election initially available to all stockholders of the Company 
at least twenty business days prior to the Election Deadline and shall use 
all reasonable efforts to make available as promptly as possible a Form of 
Election to any stockholder of the Company who requests such Form of 
Election following the initial mailing of the Forms of Election and prior 
to the Election Deadline. 
 
                      (d) Any Election shall have been made properly only 
if the person authorized to receive Elections and to act as exchange agent 
under this Agreement, which person shall be designated by Parent (the 
"Exchange Agent"), shall have received, by 5:00 p.m. local time in the city 
in which the principal office of such Exchange Agent is located, on the 
date of the Election Deadline, a Form of Election properly completed and 
signed and accompanied by certificates of the shares of Company Common 
Stock (the "Company Stock Certificates") to which such Form of Election 
relates or by an appropriate guarantee of delivery of such certificates, as 
set forth in such Form of Election, from a member of any registered 
national securities exchange or a commercial bank or trust company in the 
United States; provided, that such certificates are in fact delivered to 
the Exchange Agent by the time required in such guarantee of delivery. 
Failure to deliver shares of Company Common Stock covered by such a 
guarantee of delivery within the time set forth on such guarantee shall be 
deemed to invalidate any otherwise properly made Election. As used herein, 
"Election Deadline" means the date on which the Effective Time occurs. 
 
                      (e) Any Company stockholder may at any time prior to 
the Election Deadline change his or her Election by written notice received 
by the Exchange Agent prior to the Election Deadline accompanied by a 
properly completed and signed, revised Form of Election. 
 
                      (f) Any Company stockholder may, at any time prior to 
the Election Deadline, revoke his or her Election by written notice 
received by the Exchange Agent prior to the Election Deadline or by 
withdrawal prior to the Election Deadline of his or her Company Stock 
Certificate, or of the guarantee of delivery of such certificates, 
previously deposited with the Exchange Agent. All Elections shall be 
revoked automatically if the Exchange Agent is notified in writing by 
Parent or the Company that this Agreement has been terminated in accordance 
with Article VII. 
 



                      (g) If any portion of the Merger Consideration is to 
be paid to a person other than the person in whose name a Company Stock 
Certificate so surrendered is registered, it shall be a condition to such 
payment that such Company Stock Certificate shall be properly endorsed or 
otherwise be in proper form for transfer and the person requesting such 
payment shall pay to the Exchange Agent any transfer or other Taxes (as 
defined in Section 3.1(m)) required as a result of such payment to a person 
other than the registered holder of such Company Stock Certificate, or 
establish to the satisfaction of the Exchange Agent that such Tax has been 
paid or is not payable. 
 
                      (h) After the Effective Time there shall be no 
further registration of transfers of shares of Company Common Stock. If 
after the Effective Time, Company Stock Certificates are presented to the 
Surviving Corporation, they shall be cancelled and exchanged for the Merger 
Consideration in accordance with the procedures set forth in this Article 
II. 
 
                      (i) At any time following the first anniversary of 
the Effective Time, the Surviving Corporation shall be entitled to require 
the Exchange Agent to deliver to it any remaining portion of the Merger 
Consideration not distributed to holders of shares of Company Common Stock 
that was deposited with the Exchange Agent at the Effective Time (the 
"Exchange Fund") (including any interest received with respect thereto and 
other income resulting from investments by the Exchange Agent, as directed 
by Parent), and holders shall be entitled to look only to the Surviving 
Corporation (subject to abandoned property, escheat or other similar laws) 
with respect to the Merger Consideration, any cash in lieu of fractional 
shares of Parent Common Stock and any dividends or other distributions with 
respect to Parent Common Stock payable upon due surrender of their Company 
Stock Certificates, without any interest thereon. Notwithstanding the 
foregoing, neither the Surviving Corporation nor the Exchange Agent shall 
be liable to any holder of a Company Stock Certificate for Merger 
Consideration (or dividends or distributions with respect thereto) or cash 
from the Exchange Fund in each case delivered to a public official pursuant 
to any applicable abandoned property, escheat or similar law. 
 
                      (j) In the event any Company Stock Certificates shall 
have been lost, stolen or destroyed, upon the making of an affidavit of 
that fact by the person claiming such Company Stock Certificate(s) to be 
lost, stolen or destroyed and, if required by Parent, the posting by such 
person of a bond in such sum as Parent may reasonably direct as indemnity 
against any claim that may be made against it or the Surviving Corporation 
with respect to such Company Stock Certificate(s), the Exchange Agent will 
issue the Merger Consideration deliverable in respect of the shares of 
Company Common Stock represented by such lost, stolen or destroyed Company 
Stock Certificates. 
 
                      (k) No dividends or other distributions with respect 
to Parent Common Stock with a record date after the Effective Time shall be 
paid to the holder of any unsurrendered Company Stock Certificate with 
respect to the shares of Parent Common Stock represented thereby, and no 
cash payment in lieu of fractional shares shall be paid to any such holder 
pursuant to subsection (l) below, and all such dividends, other 
distributions and cash in lieu of fractional shares of Parent Common Stock 
shall be paid by Parent to the Exchange Agent and shall be included in the 
Exchange Fund, in each case until the surrender of such Company Stock 
Certificate in accordance with subsection (l) below. Subject to the effect 
of applicable abandoned property, escheat or similar laws, following 
surrender of any such Company Stock Certificate there shall be paid to the 
holder of a certificate for Parent Common Stock (a "Parent Stock 
Certificate") representing whole shares of Parent Common Stock issued in 
exchange therefore, without interest, (i) at the time of such surrender, 
the amount of dividends or other distributions with a record date after the 
Effective Time theretofore paid with respect to such whole shares of Parent 
Common Stock and the amount of any cash payable in lieu of a fractional 
share of Parent Common Stock to which such holder is entitled pursuant to 
subsection (l), and (ii) at the appropriate payment date, the amount of 
dividends or other distributions with a record date after the Effective 
Time but prior to such surrender and with a payment date subsequent to such 
surrender payable with respect to such whole shares of Parent Common Stock. 
Parent shall make available to the Exchange Agent cash for these purposes, 
if necessary. 
 
                      (l) No Parent Stock Certificates representing 
fractional shares of Parent Common Stock shall be issued upon the surrender 
for exchange of Company Stock Certificates; no dividend or distribution by 
Parent shall relate to such fractional share interests; and such fractional 
share interests will not entitle the owner thereof to vote or to any rights 
as a shareholder of Parent. In lieu of any such fractional shares, each 
holder of a Company Stock Certificate who would otherwise have been 
entitled to receive a fractional share interest in exchange for such 
Company Stock Certificate shall receive from the Exchange Agent an amount 
in cash equal to the product obtained by multiplying (A) the fractional 
share interest to which such holder (after taking into account all shares 
of Company Common Stock held by such holder at the Effective Time) would 
otherwise be entitled by (B) the Average Trading Price. Parent shall 



provide the Exchange Agent the aggregate amount of cash payable pursuant to 
this subsection (l) promptly following the Effective Time. 
 
                      (m) Parent shall have the right to make rules, not 
inconsistent with the terms of this Agreement, governing (A) the validity 
of the Forms of Election, (B) the manner and extent to which Elections are 
to be taken into account in making the determinations prescribed by Section 
2.1, (C) the issuance and delivery of Parent Stock Certificates into which 
shares of Company Common Stock are converted in the Merger and (D) the 
method of payment of cash for shares of Company Common Stock converted into 
the right to receive the Cash Election Consideration. 
 
                      (n) Promptly after the Effective Time, Parent will 
deposit with the Exchange Agent an amount of cash and shares of Parent 
Common Stock sufficient to pay in a timely manner, and the Parent shall 
instruct the Exchange Agent to timely pay, the aggregate Cash Election 
Consideration and cash in lieu of fractional shares of Parent Common Stock 
and the aggregate Additional Stock Consideration and Stock Election 
Consideration. Upon surrender to the Exchange Agent of its Company Stock 
Certificate or Company Stock Certificates, accompanied by a properly 
completed Form of Election, a holder of Company Common Stock will be 
entitled to receive promptly after the Election Deadline the Merger 
Consideration (elected or deemed elected by it, subject to Sections 1.2 and 
2.1) in respect of the shares of Company Common Stock represented by its 
Company Stock Certificate. Until so surrendered, each such Company Stock 
Certificate shall represent after the Effective Time, for all purposes, 
only the right to receive the Merger Consideration. 
 
               SECTION 2.3 Certain Adjustments. If after the date hereof 
and on or prior to the Effective Time the outstanding shares of Parent 
Common Stock or Company Common Stock shall be changed into a different 
number of shares by reason of any reclassification, recapitalization, 
combination or any similar event shall occur (including an extraordinary 
dividend, the record date for payment of which occurs during the Election 
Period) (any such action, an "Adjustment Event"), the Exchange Ratio shall 
be adjusted accordingly to provide to the holders of Company Common Stock 
whose shares of Company Common Stock have been converted into the right to 
receive either Stock Election Consideration or Additional Stock 
Consideration the same economic effect as contemplated by this Agreement 
prior to such reclassification, recapitalization, combination or similar 
event. 
 
               SECTION 2.4 Shares of Dissenting Stockholders. 
Notwithstanding anything in this Agreement to the contrary, any shares of 
Company Common Stock that are issued and outstanding as of the Effective 
Time and that are held by a stockholder who has properly exercised his 
appraisal rights under the DGCL (the "Dissenting Shares") shall not be 
converted into the right to receive the Merger Consideration unless and 
until the holder shall have failed to perfect, or shall have effectively 
withdrawn or lost, his right to dissent from the Merger under the DGCL and 
to receive such consideration as may be determined to be due with respect 
to such Dissenting Shares pursuant to and subject to the requirements of 
the DGCL. If any such holder shall have so failed to perfect or have 
effectively withdrawn or lost such right, each share of such holder's 
Company Common Stock shall thereupon be deemed to have been converted into 
and to have become, as of the Effective Time, the right to receive, without 
any interest thereon, the Stock Election Consideration or the Cash Election 
Consideration or a combination thereof as determined by Parent in its sole 
discretion. The Company shall give Parent (i) prompt notice of any notice 
or demands for appraisal or payment for shares of Company Common Stock 
received by the Company and (ii) the opportunity to participate in and 
direct all negotiations and proceedings with respect to any such demands or 
notices. The Company shall not, without the prior written consent of 
Parent, make any payment with respect to, or settle, offer to settle or 
otherwise negotiate, any such demands. 
 
 
                                ARTICLE III 
 
                       REPRESENTATIONS AND WARRANTIES 
 
               SECTION 3.1 Representations and Warranties of the Company. 
Except as set forth on the Disclosure Schedule delivered by the Company to 
Parent prior to the execution of this Agreement (the "Company Disclosure 
Schedule") and making reference to the particular subsection of this 
Agreement to which exception is being taken (regardless of whether such 
subsection refers to the Company Disclosure Schedule), the Company 
represents and warrants to Parent as follows: 
 
                      (a)    Organization, Standing and Corporate Power. 
 
                             (i) Each of the Company and its subsidiaries 
        (as defined in Section 8.3) is a corporation or other legal entity 
        duly organized, validly existing and in good standing (with respect 
        to jurisdictions which recognize such concept) under the laws of 
        the jurisdiction in which it is organized and has the requisite 
        corporate or other power, as the case may be, and authority to 



        carry on its business as now being conducted. Each of the Company 
        and its subsidiaries is duly qualified or licensed to do business 
        and is in good standing in each jurisdiction in which the nature of 
        its business or the ownership, leasing or operation of its 
        properties makes such qualification or licensing necessary, except 
        for those jurisdictions where the failure to be so qualified or 
        licensed or to be in good standing individually or in the aggregate 
        would not reasonably be expected to have a material adverse effect 
        on the Company or the applicable subsidiary. 
 
                             (ii) The Company has delivered or provided to 
        Parent prior to the execution of this Agreement complete and 
        correct copies of its certificate of incorporation and by-laws, as 
        amended to date. 
 
                             (iii) In all material respects, the minute 
        books of the Company contain accurate records of all meetings and 
        accurately reflect all other actions taken by the stockholders, the 
        Board of Directors and all committees of the Board of Directors of 
        the Company since January 1, 1997. 
 
                      (b) Subsidiaries. Section 3.1(b) of the Company 
Disclosure Schedule lists all the subsidiaries of the Company, whether 
consolidated or unconsolidated as of the end of the most recently completed 
fiscal year. All outstanding shares of capital stock of, or other equity 
interests in, each such subsidiary (i) have been validly issued and are 
fully paid and nonassessable; (ii) are owned directly or indirectly by the 
Company, free and clear of all pledges, claims, liens, charges, 
encumbrances and security interests of any kind or nature whatsoever 
(collectively, "Liens"); and (iii) are free of any other restriction 
(including any restriction on the right to vote, sell or otherwise dispose 
of such capital stock or other ownership interests) that would prevent the 
operation by the Surviving Corporation of such subsidiary's business as 
currently conducted. 
 
                      (c) Capital Structure. The authorized capital stock 
of the Company consists of 100,000,000 shares of Company Common Stock and 
5,000,000 shares of preferred stock, par value $.01 per share, of the 
Company ("Company Authorized Preferred Stock"), of which 1,000,000 shares 
have been designated as Company Series A Junior Participating Preferred 
Stock ("Company Preferred Stock") and no other shares of Company Authorized 
Preferred Stock have been designated. At the close of business on October 
29, 2000: (i) 42,382,655 shares of Company Common Stock were issued and 
outstanding; (ii) 10,376,039 shares of Company Common Stock were held by 
the Company in its treasury (such shares, "Company Treasury Stock") and no 
shares of Company Common Stock were held by subsidiaries of the Company; 
(iii) no shares of Company Preferred Stock were issued and outstanding and 
1,000,000 shares of Company Preferred Stock were reserved for issuance 
pursuant to the Rights Agreement; (iv) no shares of Company Preferred Stock 
were held by the Company in its treasury or were held by any subsidiary of 
the Company; and (v) 5,987,587 shares of Company Common Stock were reserved 
for issuance pursuant to the Company's 1992 Warrant Plan, Vacation Break 
U.S.A., Inc. 1995 Stock Option Plan, 1997 Stock Option Plan, 2000 Incentive 
Stock Plan, Vacation Break U.S.A. Inc. Directors' Plan, as amended, Warrant 
Agreements dated December 27, 1995, Warrant Agreements dated May 22, 1997 
and Employee Stock Purchase Plan (the "Company Stock Plans"), of which 
3,628,956 shares are subject to outstanding employee and non-employee 
director stock options (the "Company Stock Options"), 1,745,510 shares are 
subject to employee warrants (the "Company Warrants"), 230,322 shares are 
subject to awards of restricted Company Common Stock (collectively with 
Company Stock Options, Company Warrants and the awards described in Section 
5.6(b), the "Company Awards"). All outstanding shares of capital stock of 
the Company are, and all shares thereof which may be issued prior to the 
Closing will be, when issued, duly authorized, validly issued, fully paid 
and nonassessable and not subject to preemptive rights. Except as set forth 
in this Section 3.1(c) and except for changes since October 31, 2000 
resulting from the issuance of shares of Company Common Stock pursuant to 
and in accordance with Company Awards and other rights referred to above in 
this Section 3.1(c), outstanding prior to October 31, 2000 (x) there are 
not issued, reserved for issuance or outstanding (A) any shares of capital 
stock or voting securities or other ownership interests of the Company, (B) 
any securities of the Company or any Company subsidiary convertible into or 
exchangeable or exercisable for shares of capital stock or voting 
securities or other ownership interests of the Company, or (C) any 
warrants, calls, options or other rights to acquire from the Company or any 
Company subsidiary, or any obligation of the Company or any of its 
subsidiaries to issue, any capital stock, voting securities or other 
ownership interests in, or securities convertible into or exchangeable or 
exercisable for, capital stock or voting securities or other ownership 
interests of the Company, and (y) there are no outstanding obligations of 
the Company or any of its subsidiaries to repurchase, redeem or otherwise 
acquire any such securities or to issue, deliver or sell, or cause to be 
issued, delivered or sold, any such securities. There are no outstanding 
(A) securities of the Company or any of its subsidiaries convertible into 
or exchangeable or exercisable for shares of capital stock or voting 
securities or other ownership interests in any subsidiary of the Company, 
(B) warrants, calls, options or other rights to acquire from the Company or 



any of its subsidiaries, or any obligation of the Company or any of its 
subsidiaries to issue, any capital stock, voting securities or other 
ownership interests in, or any securities convertible into or exchangeable 
or exercisable for, any capital stock, voting securities or other ownership 
interests in, any subsidiary of the Company or (C) obligations of the 
Company or any of its subsidiaries to repurchase, redeem or otherwise 
acquire any such outstanding securities of subsidiaries of the Company or 
to issue, deliver or sell, or cause to be issued, delivered or sold, any 
such securities. To the Company's knowledge, neither the Company nor any of 
its subsidiaries is a party to any agreement restricting the transfer of, 
relating to the voting of, requiring registration of, or granting any 
preemptive or antidilutive rights with respect to any of the securities of 
the Company or any of its subsidiaries. To the knowledge of the Company, 
there are no voting trusts or other agreements or understandings to which 
the Company or any of its subsidiaries is a party with respect to the 
voting of the capital stock of the Company or any of the subsidiaries. 
 
                      (d) Authority; Noncontravention. The Company has all 
requisite corporate power and authority to enter into this Agreement, the 
Stock Option Agreement and, subject, in the case of the Merger, to the 
Company Stockholder Approval (as defined in Section 3.1(v)) to consummate 
the transactions contemplated hereby and thereby, including with respect to 
the "spin-off" of DevCo., the requisite corporate power to declare the 
DevCo. Distribution as presently described in Exhibit A. The execution and 
delivery of this Agreement and the Stock Option Agreement by the Company 
and the consummation by the Company of the transactions contemplated hereby 
and thereby (other than the DevCo. Distribution) have been duly authorized 
by all necessary corporate action on the part of the Company, subject, in 
the case of the Merger, to the Company Stockholder Approval. This Agreement 
and the Stock Option Agreement have been duly executed and delivered by the 
Company and, assuming the due authorization, execution and delivery by 
Parent and Merger Sub, constitutes the legal, valid and binding obligation 
of the Company, enforceable against the Company in accordance with its 
terms, except that (i) such enforceability may be subject to applicable 
bankruptcy, insolvency or other similar laws now or hereafter in effect 
affecting creditors' rights generally and (ii) the availability of the 
remedy of specific performance or injunction or other forms of equitable 
relief may be subject to equitable defenses and would be subject to the 
discretion of the court before which any proceeding therefor may be 
brought. The execution and delivery of this Agreement and the Stock Option 
Agreement do not, and the consummation of the transactions contemplated 
hereby and thereby (other than the DevCo. Distribution) and compliance with 
the provisions of this Agreement and the Stock Option Agreement will not, 
conflict with, or result in any violation of, or default (with or without 
notice or lapse of time, or both) under, or give rise to a right of 
termination, cancellation or acceleration of any obligation or loss of a 
benefit under, or result in the creation of any Lien upon any of the 
properties or assets of the Company or any of its subsidiaries under, (i) 
the certificate of incorporation or by-laws of the Company, (ii) the 
certificate of incorporation or by-laws or the comparable organizational 
documents of any of its subsidiaries, (iii) any loan or credit agreement, 
note, bond, mortgage, indenture, lease or other agreement, instrument, 
permit, concession, franchise, license or similar authorization applicable 
to the Company or any of its subsidiaries or their respective properties or 
assets or (iv) subject to the governmental filings and other matters 
referred to in the following sentence, any judgment, order, decree, 
statute, law, ordinance, rule or regulation applicable to the Company or 
any of its subsidiaries or their respective properties or assets, other 
than, in the case of clauses (iii) and (iv), any such conflicts, 
violations, defaults, rights, losses or Liens that individually or in the 
aggregate would not reasonably be expected to have a material business 
impact on the Company or that relate to or arise as a result of the DevCo. 
Distribution, provided, however, that the failure to list on Section 3.1(d) 
of the Company Disclosure Schedule a conflict, violation, default, right, 
loss or Lien with respect to an agreement, instrument, permit, concession, 
franchise, license or similar authorization specified in clause (iii) that 
is cured by the time of the Closing by obtaining the consent of the other 
party to such agreement, instrument, permit, concession, franchise, license 
or similar authorization shall not be considered a violation of the 
representation in Section 3.1(d)(iii). No consent, approval, order or 
authorization of, action by or in respect of, or registration, declaration 
or filing with, any federal, state, local or foreign government, any court, 
administrative, regulatory or other governmental agency, commission or 
authority or any non- governmental self-regulatory agency, commission or 
authority (a "Governmental Entity") is required by or with respect to the 
Company or any of its subsidiaries in connection with the execution and 
delivery of this Agreement and the Stock Option Agreement by the Company or 
the consummation by the Company of the transactions contemplated hereby, 
except for (1) the filing of a pre-merger notification and report form by 
the Company under the Hart-Scott-Rodino Antitrust Improvements Act of 1976, 
as amended (the "HSR Act"); (2) the filings with the Securities and 
Exchange Commission (the "SEC") of (A) a proxy statement relating to the 
Company Stockholders Meeting (such proxy statement, as amended or 
supplemented from time to time, the "Proxy Statement") and a registration 
statement on Form S-4 to be prepared and filed in connection with the 
issuance of Parent Common Stock in the Merger (the "Form S-4"), and (B) 
such reports under the Securities Exchange Act of 1934, as amended (the 



"Exchange Act"), as may be required in connection with this Agreement and 
the transactions contemplated by this Agreement; (3) the filing of the 
Certificate of Merger with the Secretary of State of the State of Delaware 
and such filings with Governmental Entities to satisfy the applicable 
requirements of the laws of states in which the Company and its 
subsidiaries are qualified or licensed to do business or state securities 
or "blue sky" laws; (4) such registrations and amendments thereto set forth 
on Section 3.1(d) of the Company Disclosure Schedule and the related 
consents, approvals or exemptions under state timeshare registration laws 
or, in states that do not have specific timeshare laws, related real estate 
or securities registration laws (the "VOI Registrations"); and (5) such 
other filings and consents as may be required to effect the DevCo. 
Distribution. 
 
                      (e)    Company Documents; Undisclosed Liabilities. 
 
                             (i) Since January 1, 1997, the Company and its 
        subsidiaries have filed all required reports, schedules, forms, 
        statements and other documents (including exhibits and all other 
        information incorporated therein) with the SEC (the "Company SEC 
        Documents"). As of their respective filing dates, (i) the Company 
        SEC Documents complied in all material respects with the 
        requirements of the Securities Act of 1933, as amended (the 
        "Securities Act"), or the Exchange Act, as the case may be, and the 
        rules and regulations of the SEC promulgated thereunder applicable 
        to such Company SEC Documents, and (ii) no Company SEC Document 
        when filed (or when amended and restated or as supplemented by a 
        subsequently filed Company SEC Document) contained any untrue 
        statement of a material fact or omitted to state a material fact 
        required to be stated therein or necessary in order to make the 
        statements therein, in light of the circumstances under which they 
        were made, not misleading. The financial statements of the Company 
        and its subsidiaries included in Company SEC Documents complied as 
        to form, as of their respective dates of filing with the SEC, in 
        all material respects with applicable accounting requirements and 
        the published rules and regulations of the SEC with respect 
        thereto, have been prepared in accordance with generally accepted 
        accounting principles in the United States ("GAAP") (except, in the 
        case of unaudited statements, as permitted by Form 10-Q of the SEC) 
        applied on a consistent basis during the periods involved (except 
        as may be indicated in the notes thereto) and fairly present in all 
        material respects the consolidated financial position of the 
        Company and its subsidiaries, as the case may be, as of the dates 
        thereof and the consolidated results of their operations and cash 
        flows for the periods then ended (subject, in the case of unaudited 
        statements, to normal year-end audit adjustments and to other 
        adjustments described in the notes to such unaudited statements). 
        Except (A) as reflected in the Company's unaudited balance sheet as 
        of June 30, 2000, (B) for liabilities incurred in connection with 
        this Agreement or the transactions contemplated hereby, (C) for 
        liabilities incurred in the ordinary course of business consistent 
        with past practice since June 30, 2000 or (D) for liabilities 
        incurred after the date hereof that would not reasonably be 
        expected to have a material adverse effect on the Company, neither 
        the Company nor any of its subsidiaries has any liabilities or 
        obligations of any nature other than liabilities or obligations 
        that are immaterial and that were incurred in the ordinary course 
        of business consistent with past practice. 
 
                             (ii) Neither the Company nor any of its 
        subsidiaries has any continuing obligations (other than obligations 
        of confidentiality under the Letter Agreement dated December 21, 
        1999, between the Company and Carnival Corporation ("Carnival")) 
        incurred in connection with the Letter of Intent, dated as of 
        January 23, 2000, between the Company and Carnival or the 
        transactions contemplated thereby or pursuant to any other 
        agreements with Carnival. 
 
                             (iii) The Company has provided or made 
        available to Parent true and complete copies of the audited 
        financial statements for the years ended December 31, 1998 and 1999 
        and the unaudited financial statements for the quarter ended June 
        30, 2000 for Fairfield Receivable Corporation and Fairfield Funding 
        Corporation, II (the "Company Unconsolidated Subsidiaries") 
        (collectively, the "Unconsolidated Subsidiaries Statements"). The 
        Unconsolidated Subsidiaries Statements were prepared in conformity 
        with GAAP for the periods covered thereby, except as may be noted 
        therein, and present in all material respects the financial 
        position of the Company Unconsolidated Subsidiaries as at the 
        respective dates thereof and the results of operations of such 
        subsidiaries for the respective periods then ended. The Company 
        Unconsolidated Subsidiaries are not required to be consolidated 
        with the Company's financial statements under GAAP. 
 
                             (iv) The Company has provided to Parent true 
        and complete copies of the audited financial statements for the 
        years ended December 31, 1998 and 1999 for The FairShare Vacation 



        Plan Use Management Trust (the "Trust") (the "Trust Financial 
        Statements"). The Trust Financial Statements were prepared in 
        conformity with GAAP for the periods covered thereby and present in 
        all material respects the financial position of the Trust as at the 
        respective dates thereof and the results of operations of the Trust 
        for the respective periods then ended. 
 
                      (f)    Certain Contracts. 
 
                             (i) Neither the Company nor any of its 
        subsidiaries is a party to or bound by (i) any agreement relating 
        to the incurring of indebtedness, (ii) any "material contract" (as 
        such term is defined in Item 601(b)(10) of Regulation S-K of the 
        SEC), (iii) any non-competition agreement or any other agreement or 
        obligation which purports to limit in any material respect the 
        manner in which, or the localities in which, all or any substantial 
        portion of the business of the Company and its subsidiaries, taken 
        as a whole, is or would be conducted, (iv) any agreement providing 
        for the indemnification by the Company or a subsidiary of the 
        Company of any person, except an agreement entered into in the 
        ordinary course of business, (v) any joint venture, partnership or 
        similar document or agreement, (vi) any agreement that limits or 
        purports to limit the ability of the Company or any of its 
        subsidiaries to own, operate, sell, transfer, pledge or otherwise 
        dispose of any assets having an aggregate value in excess of 
        $1,000,000 (other than in connection with securitization or 
        financing transactions), (vii) any contract or agreement providing 
        for future payments that are conditioned, in whole or in part, on a 
        change of control of the Company or any of its subsidiaries, (viii) 
        any collective bargaining agreement, (ix) employment agreement or 
        any agreement or arrangement that contains any severance pay or 
        post-employment liabilities or obligations to a Key Employee (as 
        defined herein), other than as required under law, (x) any resort 
        affiliation agreement, (xi) any agreement that contains a "most 
        favored nation" clause, (xii) any management agreement between the 
        Company and each Association (as defined in Section 3.1(i) herein), 
        (xiii) any marketing alliance agreement involving a strategic 
        corporate relationship that requires payment of at least $1,000,000 
        thereunder by the Company or any of its subsidiaries or which is 
        not cancellable by either party thereto on 30 days' notice or (xiv) 
        any contract or other agreement not made in the ordinary course of 
        business which is material to the Company and its subsidiaries 
        taken as a whole or which would prohibit or delay the consummation 
        of the Merger or any of the transactions contemplated by this 
        Agreement and the Stock Option Agreement (the agreements, contracts 
        and obligations of the type described in clauses (i) through (xiii) 
        being referred to herein as "Company Material Contracts"). Each 
        Company Material Contract is valid and binding on the Company (or, 
        to the extent a subsidiary of the Company is a party, such 
        subsidiary) and is in full force and effect. Neither the Company 
        nor any of its subsidiaries is in a material breach or default 
        under any Company Material Contract. Neither the Company nor any 
        subsidiary of the Company knows of, or has received notice of, any 
        material violation or default under (nor, to the knowledge of the 
        Company, does there exist any condition which with the passage of 
        time or the giving of notice or both would result in such a 
        violation or default under) any Company Material Contract by the 
        other party thereto. 
 
                             (ii) There is no agreement (noncompete or 
        otherwise), commitment, judgment, injunction, order or decree to 
        which the Company or any of its subsidiaries or affiliates is a 
        party or which is otherwise binding upon the Company or any of its 
        subsidiaries or affiliates which has or reasonably would be 
        expected to have the effect of prohibiting or impairing any 
        business practice of the Company or any of its subsidiaries or 
        affiliates, any acquisition of property (tangible or intangible) by 
        the Company or any of its subsidiaries. 
 
                      (g)    VOIs. 
 
                             (i)    Accounts Receivable. 
 
                                    (A) The VOI Receivables (as defined 
               below) owned by each of the Company and its subsidiaries 
               reflected in the unaudited financial statements of the 
               Company for the quarter ended June 30, 2000 included in the 
               Company SEC Documents and in the Unconsolidated Subsidiaries 
               Statements, are (except to the extent reserved against in 
               such financial statements, which reserves have been 
               determined based upon actual prior and current experience 
               and are consistent with prior practices) valid, genuine and 
               subsisting, arise out of bona fide sales of VOIs, goods, 
               performance of services or other business transactions 
               relating to the sale of VOIs and are not subject to 
               defenses, setoffs, counterclaims or rights of rescission 
               that would reasonably be expected to have a material 



               business impact on the Company. All VOI Receivables owned by 
               the Company and its subsidiaries are owned free and clear of 
               all Liens for funded indebtedness. "VOI Receivables" shall 
               mean, with respect to the Company and its subsidiaries, any 
               contracts for deed, deeds of trust, promissory notes, 
               installment notes, mortgages or similar security instruments 
               and all related documents and instruments (including, 
               without limitation, any security agreements entered into in 
               connection with or a part of any purchase agreement or any 
               installment sales contract relating to the sale of a VOI) 
               creating a first and prior lien on a VOI and securing a 
               purchase money loan to acquire a VOI (collectively, the 
               "Mortgages") or any installment sales contract creating a 
               purchaser's beneficial or equitable interest in a VOI 
               (collectively with the Mortgages, the "Debt Instruments"). 
               For purposes of this Agreement, "VOI" shall mean a fee 
               simple or leasehold ownership interest in a condominium unit 
               or an entire timeshare resort developed or acquired by the 
               Company or a subsidiary of the Company, coupled with the 
               right to use and occupy one or more residential 
               accommodations at such timeshare resort in accordance with 
               the terms, provisions, and conditions of the applicable 
               declaration of condominium, master deed and all other 
               documents and instruments that govern the use and occupancy 
               of such resort's accommodations and facilities. The term 
               "VOI" shall further include all rights, benefits, 
               privileges, obligations and liabilities granted to or 
               imposed upon the owner of a VOI with respect to the 
               Company's FairShare Plus Program (the "Program"), pursuant 
               to the Amended and Restated FairShare Vacation Plan Use 
               Management Trust Agreement dated as of January 1, 1996, as 
               amended (the "Trust Agreement") or under applicable VOI 
               Laws. 
 
                                    (B) Section 3.1(g) of the Company 
               Disclosure Schedule sets forth certain reports (the 
               "Reports") routinely prepared by the Company or any of its 
               subsidiaries that identify, as of the date indicated in the 
               Reports, (i) the aggregate amount of VOI Receivables owned 
               or pledged as security by each of the Company or its 
               subsidiaries identified in the Reports and (ii) the weighted 
               average maturity of such VOI Receivables. The Reports are 
               true, accurate and complete in all material respects. 
 
                             (ii) Registrations. Set forth on Section 
        3.1(g) of the Company Disclosure Schedule are all the resorts where 
        each of the Company or any of its subsidiaries owns VOIs and each 
        jurisdiction in which each of those resorts is registered, other 
        than an inadvertent omission of a jurisdiction, for (i) the 
        ownership of any VOI or real estate or (ii) the advertising, 
        marketing or selling of VOIs by the Company or its subsidiaries or 
        the soliciting of consumers to visit a resort or a sales office by 
        the Company or its subsidiaries. 
 
                             (iii)  Debt Instruments. 
 
                                    (A) Each form that is underlying or 
               related to a Debt Instrument securing or creating an 
               equitable interest in a VOI Receivable reflected in the 
               financial statements described in subsection (i)(A) above 
               and that is routinely used by the Company and its 
               subsidiaries or is permitted by the Company or its 
               subsidiaries to be used by others in connection with the 
               sale of VOIs, meets all material requirements of applicable 
               VOI Laws. 
 
                                    (B) The Debt Instruments contain 
               customary and enforceable provisions such as to render the 
               rights and remedies of the holders thereof adequate for the 
               practical realization against the related property of the 
               principal benefits of the security or property interest 
               intended to be provided thereby. 
 
                                    (C) Each Mortgage which requires 
               recordation to perfect the related VOI interest has been 
               properly recorded or is in the process of being recorded in 
               the appropriate jurisdiction and is in material compliance 
               with all applicable laws of the jurisdiction in which the 
               related VOI is located, and all costs, fees, and expenses, 
               including where applicable, recording fees, documentary 
               stamps and intangible taxes, due in connection with the 
               filing of each Mortgage that has been filed have been paid, 
               except for any failures to pay costs, fees and expenses that 
               would not reasonably be expected to have a material business 
               impact on the Company. 
 
                      (h)    Resorts. 



 
                             (i) Section 3.1(h) of the Company Disclosure 
               Schedule contains a list of each resort where (A) the VOIs 
               owned or otherwise controlled by the Company or its 
               subsidiaries consist of more than 5% of the total VOI 
               inventory at such resort and (B) the Company or any of its 
               subsidiaries owns, has an option or contract for or 
               otherwise controls the real estate that is intended to 
               accommodate the development of VOIs in the future (the 
               "Resorts"), indicating whether each Resort is owned, under 
               option or contract or otherwise controlled by the Company or 
               any of its subsidiaries. 
 
                             (ii) The Company or one of its subsidiaries, 
               as the case may be, has good and marketable title in fee 
               simple or a leasehold interest to all VOIs and other real 
               estate owned by the Company free and clear of all Liens, 
               except for Permitted Encumbrances. As used in this 
               Agreement, "Permitted Encumbrances" means (i) Liens imposed 
               by law for Taxes, assessments or charges of any Governmental 
               Entity that are not yet due and payable or are being 
               contested in good faith by proper proceedings (and in each 
               case as to which adequate reserves or other appropriate 
               provisions are being maintained in accordance with GAAP); 
               (ii) carriers', warehousemen's, mechanics, landlords', 
               materialmen's, repairmen's or other like Liens arising in 
               the ordinary course of business in respect of obligations 
               that are not yet due or that are bonded or that are being 
               contested in good faith and by appropriate proceedings, if 
               adequate reserves with respect thereto are maintained in 
               accordance with GAAP; (iii) Liens incurred in the ordinary 
               course of business in connection with workers' compensation, 
               unemployment insurance and other types of social security 
               benefits or to secure the performance of tenders, bids, 
               leases, contracts, statutory obligations and other similar 
               obligations; (iv) easements (including, without limitation, 
               reciprocal easement agreements and utility agreements), 
               rights-of-way, covenants, consents, reservations, 
               encroachments, variations and zoning and other restrictions, 
               charges, or encumbrances (whether or not recorded) which do 
               not interfere materially with the ordinary conduct of the 
               business of the Company and which do not detract materially 
               from the property to which they attach or impair materially 
               the use thereof by the Company; (v) the encumbrances set 
               forth on title policies or title commitments provided to or 
               made available to Parent; and (vi) extensions, renewals or 
               replacements of any Lien referred to in clauses (i) through 
               (v) above. 
 
                             (iii) The current use of the Resorts by the 
               Company and its subsidiaries does not violate any instrument 
               or agreement of record affecting the Resorts or any 
               applicable local zoning or similar land use laws, except for 
               violations that would not have a material business impact on 
               the Company. To the knowledge of the Company, none of the 
               occupiable structures on the Resorts encroaches upon real 
               property of another person and no occupiable structure of 
               any other person encroaches upon any part of a Resort, 
               except for encroachments that would not have a material 
               business impact on the Company. 
 
                             (iv) To the knowledge of the Company, each 
               Resort has sufficient vehicular access for its purposes. 
 
                             (v) There are no leases, subleases, licenses, 
               concessions or other agreements between the Company or any 
               of its subsidiaries to a third party that grants the right 
               of use or occupancy of any material portion of the real 
               estate, accommodations or facilities owned by the Company or 
               any of its subsidiaries at the Resorts and there are no 
               outstanding options or rights of first refusal to purchase 
               any material portion of the real estate, accommodations or 
               facilities owned by the Company or any of its subsidiaries 
               at the Resorts other than rights held by the related 
               property owners associations at the Resorts, and except for 
               agreements with VOI owners or for such leases, subleases, 
               licenses, concessions or other agreements entered into by 
               the Company or any of its subsidiaries in the ordinary 
               course of business. 
 
                             (vi) Each timeshare plan related to a Resort 
               that is required to be filed in the real estate records of 
               the county in which the Resort is located has been properly 
               filed and recorded with the appropriate county office in 
               which the respective Resort is located, except for a failure 
               to file or record a timeshare plan that would not have a 
               material business impact on the Company. 



 
                             (vii) Each of the Company and its subsidiaries 
               has delivered or made available to Parent complete and 
               correct copies of all surveys, engineering reports, 
               appraisals, certificates of occupancy and recorded plats 
               relating to a Resort in the possession of the Company and 
               its subsidiaries. The Company has delivered or made 
               available to Parent complete and correct copies of the title 
               insurance policies that are in the possession of the Company 
               and its subsidiaries which insure the Company or a 
               subsidiary of the Company of good and marketable title, or 
               as otherwise described therein, at the time of the 
               acquisition of the properties described therein. 
 
 
                      (i)    Condominium Associations. 
 
                             (i) Each condominium, timeshare or other form 
               of owner's association organized by the Company or any of 
               its subsidiaries has been duly organized. Each condominium, 
               timeshare or other form of owner's association managed by 
               the Company or any of its subsidiaries in existence with 
               respect to a Resort (each, an "Association"), is duly 
               organized, legally existing, and in good standing under the 
               laws of the state of its incorporation, except where the 
               failure to be so qualified would not have a material adverse 
               effect on an Association. The books and records of each 
               Association are correct and complete in all material 
               respects and all funds collected from VOI owners and others 
               on behalf of the Associations have been properly accounted 
               for in all material respects and expended in all material 
               respects for such purposes as are authorized under the 
               articles of incorporation or by-laws of the applicable 
               Association. For purposes of this Agreement, an Association 
               is managed by the Company or any of its subsidiaries if (i) 
               it has the statutory right to elect or appoint a majority of 
               the members of the Association's board of directors or other 
               governing body and (ii) it is party to a management contract 
               with the Association. 
 
                             (ii) Correct and complete copies of the most 
               recent audited financial statements and interim unaudited 
               financial statements of each Association have been delivered 
               or made available to Parent. Such financial statements 
               adequately reflect in all material respects the financial 
               condition of each Association as of the dates indicated, and 
               there have been no changes to the Association's financial 
               conditions since the date of its most recent financial 
               statements which would have a material adverse effect on the 
               Association. 
 
                             (iii) Each Association maintains adequate 
               reserves for deferred maintenance and capital improvements 
               as set forth in the budget approved by such Association, in 
               accordance with the articles of incorporation or by-laws of 
               each Association and applicable VOI Laws. 
 
                             (iv) The Tax Returns of each Association have 
               been timely filed (giving effect to all extensions) and are 
               true, correct and complete in all material respects, and 
               copies of such Tax Returns for the most recent tax year have 
               been delivered or will be delivered, as promptly as 
               practicable following the date hereof to Parent. 
 
                      (j)    FairShare Plus Program. 
 
                             (i) The Trust is in compliance in all material 
               respects with all applicable VOI Laws. The Program, the 
               Program Manager (as defined in the Trust Agreement) and 
               FairShare Vacation Owners Association, Inc. (the "Trustee") 
               are in compliance in all material respects with all 
               applicable VOI Laws. 
 
                             (ii) The Trustee is a nonprofit corporation 
               duly organized, validly existing and in good standing under 
               the laws of the State of Arkansas. The Trustee is duly 
               qualified as a foreign corporation in each jurisdiction in 
               which its assets or the conduct of its business require such 
               qualification, except where the failure to qualify would not 
               reasonably be expected to have a material adverse effect on 
               the Trustee. The Trustee has the full power and authority to 
               perform all duties and obligations imposed upon it by the 
               Trust Agreement and, to the Company's knowledge, has acted 
               in good faith and used commercially reasonable efforts with 
               respect to the performance of such duties and obligations. 
               The fees paid and payable to the Trustee and to the Program 
               Manager for services rendered during the fiscal year ended 



               December 31, 1999 and the eight month period ended August 
               31, 2000 in connection with the Program are set forth on 
               Section 3.1(j) of the Company Disclosure Schedule. 
 
                             (iii) The consummation of the transactions 
               contemplated hereby will not, conflict with, or result in 
               any violation of, or default (with or without notice or 
               lapse of time, or both) under, or give rise to a right of 
               termination, cancellation or acceleration of any obligation 
               or loss of a benefit (i) of the Trustee under the 
               certificate of incorporation or by-laws of the Trustee and 
               (ii) of the Trustee or the Trust under any material 
               contracts or agreements to which either the Trustee or the 
               Trust is a party, as applicable, other than any conflict, 
               violation, default or termination, cancellation or 
               acceleration that would not reasonably be expected to have a 
               material adverse effect on the Trust or the Trustee. All 
               contracts or agreements material to the operation of the 
               Trust to which either the Trustee or the Trust is a party 
               have been delivered or made available to Parent. 
 
                             (iv) All VOIs and the use and occupancy rights 
               that correspond to the VOIs that have been subjected to the 
               terms, provisions, and conditions of the Trust Agreement 
               have been so subjected in compliance in all material 
               respects with the requirements of the Trust Agreement and 
               all applicable VOI Laws. 
 
                             (v) All of the Accommodations (as such term is 
               defined in the Trust Agreement) are substantially furnished 
               and ready for occupancy, and all furnishings are 
               substantially paid for. None of the VOIs subjected to the 
               Program (and/or beneficial use rights appertaining thereto) 
               consist of a limited duration contractual right, lease, 
               license or right-to-use timeshare interest in a Program 
               Resort (as defined in the Trust Agreement). 
 
                             (vi) The Trust conducts and operates its 
               business in material compliance with Section 4.02 of the 
               Trust Agreement and all applicable VOI Laws. 
 
                             (vii) The marketing and sales by the Company 
               and its subsidiaries of VOIs in the Program have been 
               conducted in material compliance with all applicable VOI 
               Laws. 
 
                             (viii) The Program's reservation system is 
               fully operational for its intended purpose subject to normal 
               maintenance. Such reservation system, including all related 
               computer hardware and software, is owned, leased or licensed 
               by the Company, free and clear of any Liens, except for 
               Liens arising in the ordinary course of business of the 
               Trust or the acquisition of such hardware and software. 
 
                             (ix) The Company has delivered or made 
               available to Parent complete and correct copies of (A) the 
               Trust Agreement, including all exhibits, attachments or 
               amendments thereto and (B) the forms of (1) the FairShare 
               Plus Program Summary and Acknowledgment of Receipt; (2) the 
               Ernst & Young Report dated May 30, 2000 and (3) the 
               Destinations FairShare Plus Exchange Program Summary used in 
               connection with the sale of VOIs, together with such other 
               documents executed ancillary thereto and all such documents 
               meet in all material respects the requirements of applicable 
               VOI Laws. 
 
                             (x) The Trust Agreement does not violate 
               Arkansas' Rule Against Perpetuities. 
 
                      (k) Absence of Certain Changes or Events. Except for 
liabilities incurred in connection with this Agreement or the transactions 
contemplated hereby, since January 1, 2000, the Company and its 
subsidiaries have conducted their respective businesses only in the 
ordinary course, and there has not been (i) the occurrence of an event that 
could reasonably be expected to result in any material adverse effect on 
the Company, except for an effect due to changes affecting the economy or 
financial markets generally other than such changes which affect the 
Company in a manner which is not proportionate with the effect of such 
changes on similarly situated companies, (ii) any declaration, setting 
aside or payment of any dividend or other distribution (whether in cash, 
stock or property) with respect to any of the Company's capital stock, 
(iii) any split, combination or reclassification of any of the Company's 
capital stock or any issuance or the authorization of any issuance of any 
other securities in respect of, in lieu of or in substitution for shares of 
the Company's capital stock, except for issuances of Company Common Stock 
upon the exercise of Company Stock Options or Company Warrants, in each 
case awarded prior to the date hereof in accordance with their present 



terms, (iv) prior to the date hereof (A) any granting by the Company or any 
of its subsidiaries to any current or former director, executive officer or 
other Key Employee of the Company or its subsidiaries of any increase in 
compensation, bonus or other benefits, except for increases in the ordinary 
course of business, (B) any granting by the Company or any of its 
subsidiaries to any such current or former director, executive officer or 
Key Employee of any increase in severance or termination pay, or (C) any 
entry by the Company or any of its subsidiaries into, or any amendment of, 
any employment, deferred compensation, consulting, severance, termination 
or indemnification agreement with any such current or former director, 
executive officer or Key Employee, (v) except insofar as may have been 
disclosed in Company SEC Documents or required by a change in GAAP, any 
material change in accounting methods (or underlying assumptions), 
principles or practices by the Company affecting its assets, liabilities or 
business, including, without limitation, any reserving, renewal or residual 
method, or estimate of practice or policy, (vi) any tax election by the 
Company or its subsidiaries or any settlement or compromise of any income 
tax liability by the Company or its subsidiaries, except as would not be 
required to be disclosed in the Company SEC Documents, (vii) any material 
insurance transaction other than in the ordinary course of business 
consistent with past practice, (viii) any transaction or commitment, or 
series of related transactions or commitments, to acquire real estate for 
VOI development in excess of $1,000,000 (ix) any material labor trouble or 
claim of wrongful discharge or other unlawful labor practice or action, (x) 
any improper subjection of VOI inventory by the Company to the FairShare 
Program or (xi) any agreement or commitment (contingent or otherwise) to do 
any of the foregoing. 
 
                      (l)    Compliance with Applicable Laws; Litigation. 
 
                             (i) The Company, its subsidiaries and 
        employees hold all permits, licenses, variances, exemptions, 
        orders, registrations and approvals of all Governmental Entities 
        which are required for the operation of the businesses of the 
        Company and its subsidiaries (the "Company Permits") as presently 
        conducted, except for any failure that would not reasonably be 
        expected to result in a material business impact on the Company. 
        The Company and its subsidiaries are in compliance in all respects 
        with the terms of the Company Permits and all applicable statutes, 
        laws, ordinances, rules and regulations (including the VOI Laws (as 
        defined in Section 8.3)), except for a failure to comply that does 
        not have individually or in the aggregate a material business 
        impact on the Company. Except as set forth in Section 3.1(l) of the 
        Company Disclosure Schedule, which contains a true, complete and 
        current description of any pending and, to the Company's knowledge, 
        threatened litigation, action, suit, proceeding or investigation, 
        the forum, the parties thereto, the subject matter thereof and the 
        amount of damages claimed or other remedies requested as of 
        September 30, 2000, no action, demand, charge, requirement or 
        investigation by any Governmental Entity and no litigation, suit, 
        action, proceeding or arbitration by any person or Governmental 
        Entity, in each case with respect to the Company or any of its 
        subsidiaries or any of their respective properties, is pending or, 
        to the knowledge of the Company, threatened, except for any 
        litigation, suit, action, demand, charge, requirement, 
        investigation, proceeding or arbitration that would not reasonably 
        be expected to have a material business impact on the Company. 
 
                             (ii) No Company Permit issued in connection 
        with any construction of any accommodations and facilities, other 
        improvements and the purchase of any fixtures or equipment, 
        inventory, furnishings or other personalty located in, at, or on 
        accommodations or facilities developed by the Company and its 
        subsidiaries has been suspended or canceled (or is threatened to be 
        canceled, suspended or materially modified) or has expired, except 
        where the failure to hold such Company Permit would not 
        individually or in the aggregate, reasonably be expected to have a 
        material business impact on the Company, and, with respect to any 
        such Company Permit expiring prior to March 31, 2001, the Company 
        has no reason to believe that such Company Permits will not be 
        renewed or extended. 
 
                      (m)    Taxes. 
 
                             (i) Each of the Company and its subsidiaries 
        has (A) duly filed (or there have been filed on its behalf) with 
        the appropriate Governmental Entities all material Tax Returns (as 
        defined below) required to be filed by it (giving effect to all 
        extensions) and such Tax Returns are true, correct and complete in 
        all material respects; (B) duly paid in full (or there has been 
        paid on its behalf) all material Taxes required to be paid by it; 
        and (C) made provision in accordance with GAAP (or provision has 
        been made on its behalf) for all accrued Taxes not yet due; and 
 
                             (ii) There are no material Liens for Taxes 
        upon any property or assets of the Company or any subsidiary of the 
        Company, except for Liens for Taxes not yet due or for Taxes which 



        are being contested in good faith, which are set forth in Section 
        3.1(m) of the Company Disclosure Schedule. 
 
                             (iii) Each of the Company and its subsidiaries 
        has complied in all material respects with all applicable laws, 
        rules and regulations relating to the payment and withholding of 
        Taxes (or similar provisions under any foreign laws) and has, 
        within the time and the manner prescribed by law, withheld and paid 
        over to the proper Governmental Entities all material amounts 
        required to be so withheld and paid over under applicable laws. 
 
                             (iv) No federal, state, local or foreign 
        audits or other administrative proceedings or court proceedings are 
        presently pending with regard to any Taxes or Tax Returns of the 
        Company or any of its subsidiaries, and neither the Company nor any 
        subsidiary of the Company has received a written notice of any 
        pending audits or proceedings. 
 
                             (v) Neither the Company nor any of its 
        subsidiaries has granted in writing any power of attorney which is 
        currently in force with respect to any Taxes or Tax Returns. 
 
                             (vi) Neither the Company nor any of its 
        subsidiaries has requested an extension of time within which to 
        file any Tax Return in respect of a taxable year which has not 
        since been filed and no outstanding waivers or comparable consents 
        regarding the application of the statute of limitations with 
        respect to Taxes or Tax Returns has been given by or on behalf of 
        the Company or any of its subsidiaries. 
 
                             (vii) Neither the Company nor any of its 
        subsidiaries is a party to any agreement providing for the 
        allocation or sharing of Taxes. 
 
 
                             (viii) The federal income Tax Returns of the 
        Company and of its subsidiaries have been examined by the 
        applicable taxing authorities (or the applicable statutes of 
        limitation for the assessment of Taxes for such periods have 
        expired) for all periods through and including 1996, and no 
        material deficiencies were asserted as a result of such 
        examinations which have not been resolved and fully paid. 
 
                             (ix) Neither the Company nor any of its 
        subsidiaries has been included in any "consolidated," "unitary" or 
        "combined" Tax Return (other than Tax Returns which include only 
        the Company and any of its subsidiaries) provided for under the 
        laws of the United States, any foreign jurisdiction or any state or 
        locality with respect to Taxes. 
 
                             (x) No election under Section 341(f) of the 
        Code has been made to treat the Company or any of its subsidiaries 
        as a consenting corporation, as defined in Section 341 of the Code. 
 
                             (xi) To the knowledge of the Company, no claim 
        has been made by any Governmental Entities in a jurisdiction where 
        the Company or any of its subsidiaries does not file Tax Returns 
        that any such entity is, or may be, subject to taxation by that 
        jurisdiction. 
 
                             (xii) Each of the Company and its subsidiaries 
        have made available to Parent correct and complete copies of (i) 
        all of their Tax Returns, (ii) all audit reports, letter rulings, 
        technical advice memoranda and similar documents issued by a 
        governmental authority relating to the United States federal, 
        state, local or foreign Taxes due from or with respect to the 
        Company and each of its subsidiaries, and (iii) any closing 
        agreements entered into by the Company and each of its subsidiaries 
        with any Governmental Entities with respect to Taxes, in each case 
        from 1995. 
 
                             (xiii) For purposes of this Agreement (A) 
        "Taxes" shall mean any and all taxes, charges, fees, levies or 
        other assessments, including, without limitation, income, gross 
        receipts, excise, real or personal property, sales, withholding, 
        social security, occupation, use, service, service use, license, 
        net worth, payroll, franchise, transfer and recording taxes, fees 
        and charges, imposed by the IRS or any taxing authority (whether 
        domestic or foreign including, without limitation, any state, 
        county, local or foreign government or any subdivision or taxing 
        agency thereof (including a United States possession)), whether 
        computed on a separate, consolidated, unitary, combined or any 
        other basis; and such term shall include any interest, fines, 
        penalties or additional amounts attributable to, or imposed upon, 
        or with respect to, any such amounts, and (B) "Tax Return" shall 
        mean any report, return, document, declaration or other information 
        or filing required to be supplied to any taxing authority or 



        jurisdiction (foreign or domestic) with respect to Taxes, 
        including, without limitation, information returns, any documents 
        with respect to or accompanying payments of estimated Taxes, or 
        with respect to or accompanying requests for the extension of time 
        in which to file any such report, return, document, declaration or 
        other information. 
 
                      (n)    Employee Benefit Plans. 
 
                             (i) Section 3.1(n) of the Company Disclosure 
        Schedule contains a true and complete list of each deferred 
        compensation and each bonus or other incentive compensation, stock 
        purchase, stock option and other equity compensation plan, program, 
        agreement or arrangement; each severance or termination pay, 
        medical, surgical, hospitalization, life insurance and other 
        "welfare" plan, fund or program (within the meaning of Section 3(1) 
        of the Employee Retirement Income Security Act of 1974, as amended 
        ("ERISA")); each profit-sharing, stock bonus or other "pension" 
        plan, fund or program (within the meaning of Section 3(2) of 
        ERISA); each employment, termination or severance agreement or 
        arrangement with any director or executive officer and any other 
        employee whose base salary is $100,000 or more, excluding site 
        sales vice presidents (the "Key Employees"); and each other 
        employee benefit plan, fund, program, agreement or arrangement, in 
        each case, that is sponsored, maintained or contributed to or 
        required to be contributed to by the Company or by any trade or 
        business, whether or not incorporated, that together with the 
        Company would be deemed a "single employer" within the meaning of 
        Section 4001(b) of ERISA (an "ERISA Affiliate"), or to which the 
        Company or an ERISA Affiliate is party, whether written or oral, 
        for the benefit of any director, employee or former employee of the 
        Company or any of its subsidiaries (the "Plans"). Section 3.1(n) of 
        the Company Disclosure Schedule identifies each of the Plans that 
        is subject to Section 302 or Title IV of ERISA or Section 412 of 
        the Code (the "Title IV Plans"). Neither the Company, any 
        subsidiary of the Company nor any ERISA Affiliate has any 
        commitment or formal plan, whether legally binding or not, to 
        create any additional employee benefit plan or modify or change any 
        existing Plan other than as may be required by the terms of such 
        Plan. 
 
                             (ii) With respect to each Plan, the Company 
        has heretofore delivered or made available to Parent true and 
        complete copies of each of the following documents: 
 
                                    (A) a copy of the Plan and any 
               amendments thereto (or if the Plan is not a written Plan, a 
               description thereof); 
 
                                    (B) a copy of the two most recent 
               annual reports and actuarial reports, if required under 
               ERISA, and the most recent report prepared with respect 
               thereto in accordance with Statement of Financial Accounting 
               Standards No. 87; 
 
                                    (C) a copy of the most recent Summary 
               Plan Description required under ERISA with respect thereto; 
 
                                    (D) if the Plan is funded through a 
               trust or any third party funding vehicle, a copy of the 
               trust or other funding agreement and the latest financial 
               statements thereof; and 
 
                                    (E) the most recent determination 
               letter received from the Internal Revenue Service with 
               respect to each Plan intended to qualify under section 401 
               of the Code. 
 
                             (iii) No liability under Title IV or Section 
        302 of ERISA has been incurred by the Company or any ERISA 
        Affiliate that has not been satisfied in full or accrued on the 
        Company's financial statements in accordance with GAAP, and no 
        condition exists that presents a material risk to the Company or 
        any ERISA Affiliate of incurring any such liability, other than 
        liability for premiums due the Pension Benefit Guaranty Corporation 
        ("PBGC") (which premiums have been paid when due). Insofar as the 
        representation made in this Section 3.1(n) applies to Sections 
        4064, 4069 or 4204 of Title IV of ERISA, it is made with respect to 
        any employee benefit plan, program, agreement or arrangement 
        subject to Title IV of ERISA to which the Company or any ERISA 
        Affiliate made, or was required to make, contributions during the 
        five (5)-year period ending on the last day of the most recent plan 
        year ended prior to the Closing Date. 
 
                             (iv) The PBGC has not instituted proceedings 
        to terminate any Title IV Plan and no condition exists that 
        presents a material risk that such proceedings will be instituted. 



 
                             (v) No Plan is, or ever has been, a Title IV 
        Plan. 
 
                             (vi) No Title IV Plan or any trust established 
        thereunder has incurred any "accumulated funding deficiency" (as 
        defined in Section 302 of ERISA and Section 412 of the Code), 
        whether or not waived, as of the last day of the most recent fiscal 
        year of each Title IV Plan ended prior to the Closing Date. 
 
                             (vii) All contributions required to be made 
        with respect to any Plan on or prior to the Closing Date have been 
        timely made or are reflected on the balance sheet of the Company 
        filed with the Company SEC Documents. There has been no amendment 
        to, written interpretation of or announcement (whether or not 
        written) by the Company or any affiliate or the Company or any 
        subsidiary of the Company relating to, or change in employee 
        participation or coverage under, any Plan that would increase 
        materially the expense of maintaining such Plan above the level or 
        expense incurred in respect thereof for the most recent fiscal year 
        ended prior to the date hereof. 
 
                             (viii) Neither the Company nor any ERISA 
        Affiliate contributes to, or is obligated, or has ever been 
        obligated, to contribute to a "multiemployer pension plan," as 
        defined in Section 3(37) of ERISA, nor is any Title IV Plan a plan 
        described in Section 4063(a) of ERISA. 
 
                             (ix) Neither the Company or any subsidiary of 
        the Company, any Plan, any trust created thereunder, nor, to the 
        knowledge of the Company, any trustee or administrator thereof has 
        engaged in a transaction in connection with which the Company or 
        any subsidiary of the Company, any Plan, any such trust, or any 
        trustee or administrator thereof, or any party dealing with any 
        Plan or any such trust could be subject to either a civil penalty 
        assessed pursuant to Section 409 or 502(i) of ERISA or a tax 
        imposed pursuant to Section 4975 or 4976 of the Code. 
 
                             (x) Each Plan has been operated and 
        administered in accordance with its terms and applicable law in all 
        material respects, including but not limited to ERISA and the Code. 
 
                             (xi) Each Plan intended to be "qualified" 
        within the meaning of Section 401(a) of the Code is so qualified 
        and the trusts maintained thereunder are exempt from taxation under 
        Section 501(a) of the Code. Each Plan intended to satisfy the 
        requirements of Section 501(c)(9) of the Code has satisfied such 
        requirements in all material respects. 
 
                             (xii) No Plan provides medical, surgical, 
        hospitalization, death or similar benefits (whether or not insured) 
        for employees or former employees of the Company or any subsidiary 
        of the Company for periods extending beyond their retirement or 
        other termination of service, other than (i) coverage mandated by 
        applicable law, (ii) death benefits under any "pension plan," or 
        (iii) benefits the full cost of which is borne by the current or 
        former employee (or his beneficiary). 
 
                             (xiii) No amounts payable under the Plans will 
        fail to be deductible for federal income tax purposes by virtue of 
        Section 162(m) of the Code. 
 
                             (xiv) No condition exists that would prevent 
        the Company or any subsidiaries of the Company from amending or 
        terminating any Plan providing health or medical benefits in 
        respect of any active employee of the Company or any subsidiary of 
        the Company without material liability. 
 
                             (xv) The consummation of the transactions 
        contemplated by this Agreement will not, either alone or in 
        combination with another event, (i) entitle any current or former 
        employee or officer of the Company or any ERISA Affiliate to 
        severance pay, except as expressly provided in this Agreement, or 
        (ii) accelerate the time of payment or vesting, or increase the 
        amount of compensation due any such employee or officer. 
 
                             (xvi) There has been no material failure of a 
        Plan that is a group health plan (as defined in Section 5000(b)(1) 
        of the Code) to meet the requirements of Section 4980B(f) of the 
        Code with respect to a qualified beneficiary (as defined in Section 
        4980B(g) of the Code). Neither the Company nor any subsidiary of 
        the Company has contributed to a nonconforming group health plan 
        (as defined in Section 5000(a) of the Code) and no ERISA Affiliate 
        of the Company or any subsidiary of the Company has incurred a tax 
        under Section 5000(a) of the Code which is or could become a 
        material liability of the Company or a subsidiary of the Company. 
 



                             (xvii) None of the Company or any subsidiary 
        of the Company is a party to any employment, consulting, 
        non-competition, severance, or indemnification agreement still in 
        effect with any current or former Key Employee or director of the 
        Company or any subsidiary of the Company. 
 
                             (xviii)There are no pending or, to the 
        knowledge of the Company, threatened or anticipated claims by or on 
        behalf of any Plan by any employee or beneficiary covered under any 
        such Plan, or otherwise involving any such Plan (other than routine 
        claims for benefits). 
 
                             (xix) Neither the Company nor any of its 
        subsidiaries is a party to any agreement, contract or arrangement 
        that could result, separately or in the aggregate, in the payment 
        of any "excess parachute payments" within the meaning of Section 
        280G of the Code. 
 
                      (o) Labor Matters. There are no labor or collective 
bargaining agreements to which the Company or any subsidiary of the Company 
is a party. There is no union organizing effort pending or, to the 
knowledge of the Company, threatened against the Company or any subsidiary 
of the Company. There is no labor strike, labor dispute (other than routine 
employee grievances that are not related to union employees), work 
slowdown, stoppage or lockout pending or, to the knowledge of the Company, 
threatened against or affecting the Company or any subsidiary of the 
Company. There is no unfair labor practice or labor arbitration proceeding 
pending or, to the knowledge of the Company, threatened against the Company 
or any subsidiary of the Company (other than routine employee grievances). 
The Company and its subsidiaries are in compliance in all material respects 
with all applicable laws respecting employment and employment practices, 
terms and conditions of employment and wages and hours, and are not engaged 
in any unfair labor practice. 
 
                      (p) Environmental Liability. 
 
                             (i) Each of the Company and its subsidiaries 
        is in compliance with all applicable Environmental Laws (as defined 
        below), which compliance includes the possession by the Company and 
        its subsidiaries of all Permits and other governmental 
        authorizations required under applicable Environmental Laws, and 
        compliance with the terms and conditions thereof, except for such 
        noncompliance that would not reasonably be expected to have, 
        individually or in the aggregate, a material business impact on the 
        Company. Neither the Company nor any of its subsidiaries has 
        received any communication or written notice, whether from a 
        Governmental Entity, citizens group, employee or otherwise, that 
        alleges that the Company or any of its subsidiaries is not in 
        compliance in all material respects. All Permits and other 
        governmental authorizations currently held by the Company or any of 
        its subsidiaries pursuant to the Environmental Laws that are 
        material to the business of the Company are identified in Section 
        3.1(p) of the Company Disclosure Schedule. 
 
                             (ii) There are no Environmental Claims (as 
        defined below) pending or, to the knowledge of the Company, 
        threatened against the Company or any of its subsidiaries or 
        against any person or entity whose liability for any Environmental 
        Claim has or may have retained or assumed either contractually or 
        by operation of law. 
 
                             (iii) There are no present or past actions, 
        activities, circumstances, conditions, events or incidents taken or 
        caused by the Company or, to the knowledge of the Company, there 
        are no present or past actions, activities, circumstances, 
        conditions, events or incidents taken or caused by a third party, 
        including the Release (as defined below) of any Hazardous Materials 
        (as defined below) that could reasonably be expected to form the 
        basis of any Environmental Claim against the Company or any of its 
        subsidiaries or against any person or entity whose liability for 
        any Environmental Claim the Company or any of its subsidiaries has 
        or may have retained or assumed either contractually or by 
        operation of law that would reasonably be expected to result in a 
        material adverse effect on the Company. 
 
                             (iv) Without in any way limiting the 
        generality of the foregoing, (i) all on-site and, to the knowledge 
        of the Company, off-site locations, where the Company or any of its 
        subsidiaries has stored, disposed or arranged for the disposal of 
        Hazardous Materials, are in accordance with applicable 
        Environmental Laws, (ii) all underground storage tanks, and the 
        capacity and contents of such tanks, located on property owned, 
        operated, or leased by the Company or any of its subsidiaries are 
        identified in Section 3.1(p) of the Company Disclosure Schedule, 
        (iii) there is no asbestos contained in or forming part of any 
        building, building component, structure or office space owned or 
        leased by the Company or any of its subsidiaries, (iv) no 



        polychlorinated biphenyls (PCB's) are used or stored at any 
        property owned or leased by the Company or any of its subsidiaries 
        and (v) all underground storage tanks owned, operated, or leased by 
        the Company or any of its subsidiaries and which are subject to 
        regulation under the federal Resource Conservation and Recovery Act 
        (or equivalent state or local law regulating underground storage 
        tanks) meet the technical standards prescribed at Title 40 Code of 
        Federal Regulations Part 280 which became effective December 22, 
        1998 (or any applicable state or local law requirements which are 
        more stringent than such technical standards or which became 
        effective before such date). 
 
                             (v) The Company has provided or made available 
        to Parent true and correct copies of all assessments, reports and 
        investigations or audits in the possession of the Company or its 
        subsidiaries regarding environmental matters pertaining to, or the 
        environmental condition of, the Company Real Properties (as defined 
        below) and the businesses of the Company and its subsidiaries, or 
        the compliance (or noncompliance) by the Company or any of its 
        subsidiaries with any Environmental Laws. 
 
                             (vi) For purposes of this Agreement: 
 
                                    (A) "Environmental Claim" means any 
               claim, action, cause of action, investigation or notice 
               (written or oral) by any person or entity alleging potential 
               liability (including potential liability for investigatory 
               costs, cleanup costs, governmental response costs, natural 
               resources damages, property damages, personal injuries, or 
               penalties) arising out of, based on or resulting from (a) 
               the presence, or Release into the environment, of any 
               Hazardous Materials at any location, whether or not owned or 
               operated by the Company or any of its subsidiaries or (b) 
               circumstances forming the basis of any violation, or alleged 
               violation, of any Environmental Law. 
 
                                    (B) "Environmental Laws" means all 
               federal, interstate, state, local and foreign laws and 
               regulations relating to pollution or protection of human 
               health (excluding the federal Occupational Safety and Health 
               Act and similar laws affecting workers safety) or the 
               environment (including ambient air, surface water, ground 
               water, land surface or subsurface strata) and all laws and 
               regulations relating to emissions, discharges, releases or 
               threatened releases of Hazardous Materials, or otherwise 
               relating to the manufacture, processing, distribution, use, 
               treatment, storage, disposal, transport or handling of 
               Hazardous Materials. 
 
                                    (C) "Hazardous Materials" means (1) 
               those materials, pollutants and/or substances defined in or 
               regulated under the following federal statutes and their 
               state counterparts, as each may be amended from time to 
               time, and all regulations thereunder: the Hazardous 
               Materials Transportation Act of 1980, the Resource 
               Conservation and Recovery Act, the Comprehensive 
               Environmental Response, Compensation and Liability Act, the 
               Clean Water Act, the Safe Drinking Water Act, the Atomic 
               Energy Act, the Federal Insecticide, Fungicide and 
               Rodenticide Act, the Toxic Substances Control Act and the 
               Clean Air Act; (2) petroleum and petroleum products 
               including crude oil and any fractions thereof; (3) natural 
               gas, synthetic gas and any mixtures thereof; (4) radon; (5) 
               any other contaminant; and (6) any materials, pollutants 
               and/or substance with respect to which any Governmental 
               Entity requires environmental investigation, monitoring, 
               reporting or remediation. 
 
                                    (D) "Release" shall mean releasing, 
               spilling, leaking, pumping, pouring, emitting, emptying, 
               discharging, escaping, leaching, disposing or dumping. 
 
                      (q)    Intellectual Property. 
 
                             (i) The Company and its subsidiaries own or 
        have a valid and enforceable license to use all trademarks, service 
        marks, trade names, patents, Internet domains and copyrights 
        (including any registrations or applications for registration of 
        any of the foregoing) (collectively, "Company Intellectual 
        Property"), in each case, free and clear of any material Liens or 
        other material limitations or restrictions (including any 
        settlements, agreements, consents or judgments), necessary to carry 
        on its business substantially as currently conducted, and the 
        consummation of the Merger and the other transactions contemplated 
        hereby will not result in the loss of any such rights (or require 
        the payment of any material additional fees or royalties in order 
        to maintain such rights). Section 3.1(q) of the Company Disclosure 



        Schedule sets forth a true and correct list of all of the material 
        Company Intellectual Property and indicates those items which the 
        Company owns (distinguishing between exclusive and non-exclusive 
        ownership and indicating any licenses granted to other persons) or 
        has the exclusive right to use or license. Neither the Company nor 
        any of its subsidiaries has received any notice of infringement of 
        or conflict with and, to the knowledge of the Company, there are no 
        infringements of or conflicts with the rights of others with 
        respect to the use of, or the rights by others with respect to, any 
        Company Intellectual Property. To the knowledge of the Company, no 
        third party is infringing or otherwise violating any Intellectual 
        Property owned by the Company or by any of its subsidiaries. 
 
                             (ii) The Company and its subsidiaries own or 
        have a valid and enforceable license to use all computer and 
        telecommunication software including source and object code and 
        documentation and any other media (including, without limitation, 
        manuals, journals and reference books) (in each case, free and 
        clear of any material Liens or other material limitations or 
        restrictions) (collectively, "Company Software") necessary to carry 
        on its business substantially as currently conducted and the other 
        transactions contemplated hereby will not result in the loss of any 
        such rights (or require the payment of any material additional fees 
        or royalties in order to maintain such rights). Neither the Company 
        nor any of its subsidiaries has received any notice of infringement 
        of or conflict with and, to the Company's knowledge, there are no 
        infringements of or conflicts with the rights of others with 
        respect to the use of, or the rights by others with respect to, any 
        Company Software. 
 
                      (r) Insurance Matters. Section 3.1(r) of the Company 
Disclosure Schedule describes all material primary, excess and umbrella 
policies of general liability, fire, workers' compensation, products 
liability, completed operations, employers, liability, health, bonds and 
other forms of insurance providing insurance coverage to the Company or any 
of its subsidiaries. The Company has heretofore made available to Parent 
true, complete and correct copies of all such policies. All such policies 
are sufficient for compliance in all material respects with all 
requirements of law and of all contracts or leases to which the Company is 
a party. The Company has not failed to give any notice or to present any 
material claim under any such policy in a due and timely fashion. There are 
no outstanding unpaid claims under any such policies or binders for which 
adequate reserves have not been established. Such policies provide 
insurance coverage that is customary in amount and scope for other 
companies in the industry in which the Company operates, are in full force 
and effect on the date hereof and shall be kept in full force and effect by 
the Company through the Effective Time. With respect to all such policies, 
all premiums currently payable or previously due and payable with respect 
to all periods up to and including the Effective Time have been paid and no 
notice of cancellation or termination has been received with respect to 
such policy. 
 
                      (s) Information Supplied. The Form S-4, the Proxy 
Statement and a registration statement on Form 10, under the Exchange Act, 
relating to the equity securities of DevCo. (the "Form 10") to be filed 
with the SEC will not, at the time the Form S-4 becomes effective under the 
Securities Act, at the date the Proxy Statement is first mailed to the 
Company's stockholders or at the time of the Company Stockholders Meeting, 
and at the time the Form 10 becomes effective under the Securities Act, 
respectively, contain any untrue statement of a material fact or omit to 
state any material fact required to be stated therein or necessary to make 
the statements therein not misleading; provided, however, that no 
representation is made by the Company with respect to statements made 
therein based on information concerning, supplied or incorporated by 
reference by Parent or Merger Sub for inclusion in the Form S-4, the Proxy 
Statement and the Form 10. None of the information supplied by the Company 
for inclusion or incorporation by reference in the Form S-4 will, at the 
date it becomes effective and at the time of the Company Stockholders 
Meeting, contain an untrue statement of a material fact or omit to state 
any material fact required to be stated therein or necessary in order to 
make the statements therein not misleading. Subject to the provisions set 
forth in the second preceding sentence, the Form S-4, the Proxy Statement 
and the Form 10 will comply as to form in all material respects with the 
requirements of the Exchange Act and the Securities Act, as appropriate, 
and the rules and regulations thereunder. 
 
                      (t) Rights Agreement. As of the date of this 
Agreement, the Company or the Board of Directors of the Company, as the 
case may be, (i) has taken all necessary actions so that the execution and 
delivery of this Agreement, the Stock Option Agreement and the consummation 
of the transactions contemplated hereby and thereby will not result in a 
"Distribution Date" (as defined in the Rights Agreement) and (ii) has 
amended the Rights Agreement to render it inapplicable to this Agreement, 
the Stock Option Agreement and the Voting Agreement and the transactions 
contemplated hereby and thereby. 
 
                      (u) Transactions with Affiliates. As of the date 



hereof, (i) there are no outstanding amounts payable to or receivable from, 
or advances by the Company or any of its subsidiaries to, and neither the 
Company nor any of its subsidiaries is otherwise a creditor or debtor to, 
any stockholder, officer, director, employee or affiliate of the Company or 
any of its subsidiaries, other than as part of the normal and customary 
terms of such persons' employment with the Company or any of its 
subsidiaries, and (ii) neither the Company nor any subsidiary of the 
Company whose board is controlled by the Company is a party to any 
transaction agreement, arrangement or understanding with any stockholder, 
officer, director or employee of the Company or any of its subsidiaries. 
 
                      (v) Voting Requirements. The affirmative vote at the 
Company Stockholders Meeting (the "Company Stockholder Approval") of a 
majority of the number of outstanding shares of Company Common Stock to 
approve and adopt this Agreement is the only vote of the holders of any 
class or series of the Company's capital stock necessary to approve and 
adopt this Agreement and the transactions contemplated hereby, including 
the Merger. 
 
                      (w) Opinions of Financial Advisor. The Company has 
received the opinion of Stephens Inc. and Bear, Stearns & Co. Inc., dated 
the date hereof, to the effect that, as of such dates, the Merger 
Consideration is fair from a financial point of view to the stockholders of 
the Company. 
 
                      (x) State Takeover Statutes. To the knowledge of the 
Company, no state takeover statute is applicable to the Merger or the other 
transactions contemplated hereby. 
 
                      (y) Brokers. Except for Stephens Inc. and Bear, 
Stearns & Co. Inc., no broker, investment banker, financial advisor or 
other person is entitled to any broker's, finder's, financial advisor's or 
other similar fee or commission in connection with the transactions 
contemplated by this Agreement based upon arrangements made by or on behalf 
of the Company. The Company has delivered to Parent complete and correct 
copies of such arrangements which are set forth as part of the Company 
Disclosure Schedule. 
 
                      (z) Takeover Laws. The approval of this Agreement and 
the Merger and the Stock Option Agreement by the Board of Directors of the 
Company constitutes approval of this Agreement and the Merger and the Stock 
Option Agreement and the transactions contemplated hereby and thereby for 
purposes of Section 203 of the DGCL. Except for Section 203 of the DGCL 
(which has been rendered inapplicable), no "moratorium", "control share", 
"fair price" or other antitakeover laws and regulations of any state are 
applicable to the Merger or other transactions contemplated by this 
Agreement and the Stock Option Agreement. 
 
                      (aa) No Other Agreement. Except as contemplated 
hereby, the Company has no legal obligation, absolute or contingent, as the 
date hereof, to any other person or entity to sell any material portion of 
the assets of the Company, to sell the capital stock of the Company, to 
effect any merger, consolidation or reorganization of the Company, or to 
enter into any agreement with respect thereto. 
 
               SECTION 3.2 Representations and Warranties of Parent. Except 
as set forth on the Disclosure Schedule delivered by Parent to the Company 
prior to the execution of this Agreement (the "Parent Disclosure Schedule") 
and making reference to the particular subsection of this Agreement to 
which exception is being taken (regardless of whether such subsection 
refers to the Parent Disclosure Schedule), Parent represents and warrants 
to the Company as follows: 
 
                      (a)    Organization, Standing and Corporate Power. 
 
                             (i) Each of Parent, its subsidiaries (as 
        defined in Rule 1-02 of Regulation S-X, promulgated pursuant to the 
        Securities Act by the SEC ("significant subsidiaries")) and Merger 
        Sub is a corporation or other legal entity duly organized, validly 
        existing and in good standing (with respect to jurisdictions which 
        recognize such concept) under the laws of the jurisdiction in which 
        it is organized and has the requisite corporate or other power, as 
        the case may be, and authority to carry on its business as now 
        being conducted. Each of Parent and its subsidiaries is duly 
        qualified or licensed to do business and is in good standing in 
        each jurisdiction in which the nature of its business or the 
        ownership, leasing or operation of its properties makes such 
        qualification or licensing necessary, except for those 
        jurisdictions where the failure to be so qualified or licensed or 
        to be in good standing, individually or in the aggregate, would not 
        have a material adverse effect on Parent. 
 
                             (ii) Parent has delivered or provided to the 
        Company prior to the execution of this Agreement complete and 
        correct copies of the certificate of incorporation and by-laws of 
        Parent and Merger Sub, each as amended to date. 
 



                             (iii) Merger Sub is a newly formed corporation 
        with no assets or liabilities, except for liabilities arising under 
        this Agreement. Merger Sub will not conduct any business or 
        activities other than the issuance of its stock to Parent prior to 
        the Merger. 
 
                      (b) Capital Structure. As of September 30, 2000, the 
authorized capital stock of Parent consists of 2,500,000,000 shares of 
common stock, par value $0.01 per share, of which 2,000,000,000 shares are 
Parent Common Stock and 500,000,000 shares are designated as move.com 
common stock ("move.com Common Stock"), 10,000,000 shares of preferred 
stock, par value $.01 per share, of Parent ("Parent Authorized Preferred 
Stock"). At the close of business on September 30, 2000: (i) 728,703,667 
shares of Parent common stock and 3,742,286 shares of move.com Common Stock 
were issued and outstanding; (ii) 179,003,833 shares of Parent Common Stock 
were held by Parent in its treasury; (iii) no shares of Parent Authorized 
Preferred Stock were issued and outstanding; (iv) 238,428,979 shares of 
Parent Common Stock and 10,993,642 shares of move.com Common Stock were 
reserved for issuance pursuant to the stock-based plans identified in 
Section 3.2(b) of the Parent Disclosure Schedule (such plans, collectively, 
the "Parent Stock Plans"), of which approximately 188,175,715 shares of 
Parent Common Stock and 6,282,196 shares of move.com Common Stock are 
subject to outstanding employee stock options or other rights to purchase 
or receive Parent Common Stock granted under the Parent Stock Plans 
(collectively, "Parent Employee Stock Options"); and (vi) 30,997,000 shares 
of Parent Common Stock and 1,586,000 shares of move.com Common Stock are 
subject to warrants (collectively, "Parent Warrants"). All outstanding 
shares of capital stock of Parent are, and all shares thereof which may be 
issued pursuant to this Agreement or otherwise will be, when issued, duly 
authorized, validly issued, fully paid and nonassessable and not subject to 
preemptive rights. Except (i) as set forth in this Section 3.2(b), (ii) for 
the 3% Convertible Subordinated Notes, (iii) for the 34,000,000 PRIDES, of 
which 32,000,000 have been designated as Income PRIDES and 2,000,000 have 
been designated as Growth PRIDES, and (iv) for changes since September 30, 
2000 resulting from the issuance of shares of Parent Common Stock pursuant 
to the Parent Stock Plans or Parent Employee Stock Options or Parent 
Warrants and other rights referred to in this Section 3.2(b), as of the 
date hereof, (x) there are not issued, reserved for issuance or outstanding 
(A) any shares of capital stock or other voting securities of Parent, (B) 
any securities of Parent or any Parent subsidiary convertible into or 
exchangeable or exercisable for shares of capital stock or voting 
securities of Parent, (C) any warrants, calls, options or other rights to 
acquire from Parent or any Parent subsidiary, and any obligation of Parent 
or any Parent subsidiary to issue, any capital stock, voting securities or 
securities convertible into or exchangeable or exercisable for capital 
stock or voting securities of Parent or other ownership interests of 
Parent, and (y) there are no outstanding obligations of Parent or any 
Parent subsidiary to repurchase, redeem or otherwise acquire any such 
securities or to issue, deliver or sell, or cause to be issued, delivered 
or sold, any such securities. As of the date hereof, there are no 
outstanding (A) securities of Parent or any Parent subsidiary convertible 
into or exchangeable or exercisable for shares of capital stock or other 
voting securities or other ownership interests in any Parent subsidiary, 
(B) warrants, calls, options or other rights to acquire from Parent or any 
Parent subsidiary, and any obligation of Parent or any Parent subsidiary to 
issue, any capital stock, voting securities or other ownership interests 
in, or any securities convertible into or exchangeable or exercisable for 
any capital stock, voting securities or ownership interests in, any Parent 
subsidiary or (C) obligations of Parent or any Parent subsidiary to 
repurchase, redeem or otherwise acquire any such outstanding securities of 
Parent subsidiaries or to issue, deliver or sell, or cause to be issued, 
delivered or sold, any such securities. To Parent's knowledge, neither 
Parent nor any Parent subsidiary is a party to any agreement restricting 
the transfer of, relating to the voting of, requiring registration of, or 
granting any preemptive or, except as provided by the terms of Parent Stock 
Plans, antidilutive rights with respect to, any securities of the type 
referred to in the two preceding sentences. 
 
                      (c) Authority; Noncontravention. Each of Parent and 
Merger Sub has all requisite corporate power and authority to enter into 
this Agreement, the Stock Option Agreement (to which is a party) and to 
consummate the transactions contemplated hereby and thereby. The execution 
and delivery of this Agreement by Parent and Merger Sub and the 
consummation by Parent and Merger Sub of the transactions contemplated by 
this Agreement have been duly authorized by all necessary corporate and 
shareholder action on the part of Parent and Merger Sub, respectively. This 
Agreement and the Stock Option Agreement have been duly executed and 
delivered by each of Parent and Merger Sub, and, assuming the due 
authorization, execution and delivery by the Company, constitutes the 
legal, valid and binding obligations of Parent and Merger Sub, 
respectively, enforceable against Parent and Merger Sub, respectively, in 
accordance with their terms except that (i) such enforceability may be 
subject to applicable bankruptcy, insolvency or other similar laws now or 
hereafter in effect affecting creditors' rights generally and (ii) the 
availability of the remedy of specific performance or injunction or other 
forms of equitable relief may be subject to equitable defenses and would be 
subject to the discretion of the courts for which any proceeding therefor 



may be brought. The execution and delivery of this Agreement and the Stock 
Option Agreement do not, and the consummation of the transactions 
contemplated hereby and thereby (other than the DevCo. Distribution) and 
compliance with the provisions of this Agreement and the Stock Option 
Agreement will not, conflict with, or result in any violation of, or 
default (with or without notice or lapse of time, or both) under, or give 
rise to a right of termination, cancellation or acceleration of any 
obligation or loss of a benefit under, or result in the creation of any 
Lien upon any of the properties or assets of Parent or any of its 
subsidiaries under, (i) the certificate of incorporation or by-laws of 
Parent, (ii) the certificate of incorporation or by-laws of the comparable 
organizational documents of any of its significant subsidiaries or Merger 
Sub, (iii) any loan or credit agreement, note, bond, mortgage, indenture, 
lease or other agreement, instrument, permit, concession, franchise, 
license or similar authorization applicable to Parent or any of its 
subsidiaries or their respective properties or assets or (iv) subject to 
the governmental filings and other matters referred to in the 
following sentence, any judgment, order, decree, statute, law, ordinance, 
rule or regulation applicable to Parent or any of its subsidiaries or their 
respective properties or assets, other than, in the case of clauses (ii), 
(iii) and (iv), any such conflicts, violations, defaults, rights, losses or 
Liens that individually or in the aggregate would not (x) have a material 
adverse effect on Parent or (y) reasonably be expected to impair or delay 
the ability of Parent or Merger Sub to perform its obligations under this 
Agreement. To the knowledge of Parent, no consent, approval, order or 
authorization of, action by, or in respect of, or registration, declaration 
or filing with, any Governmental Entity is required by or with respect to 
Parent or any of its subsidiaries in connection with the execution and 
delivery of this Agreement by Parent and Merger Sub or the consummation by 
Parent and Merger Sub of the transactions contemplated by this Agreement, 
except for (1) the filing of a pre-merger notification and report form by 
Parent under the HSR Act; (2) the filing with the SEC of (A) the Form S-4 
and the Proxy Statement and (B) such reports under the Exchange Act as may 
be required in connection with this Agreement and the transactions 
contemplated hereby; (3) the filing of the Certificate of Merger with the 
Secretary of State of the State of Delaware and such filings with 
Governmental Entities to satisfy the applicable requirements of the laws of 
states in which Parent and its subsidiaries are qualified or licensed to do 
business or state securities or "blue sky" laws; (4) such VOI 
Registrations; (5) such filings with and approvals of the NYSE to permit 
the shares of Parent Common Stock to be issued in the Merger and under the 
Company Stock Plan to be listed on the NYSE; and (6) such other filings and 
consents as may be required to effect the DevCo. Distribution. 
 
                      (d) Parent Documents. Since January 1, 2000, Parent 
has filed all required reports, schedules, forms, statements and other 
documents (including exhibits and all other information incorporated 
therein) with the SEC (the "Parent SEC Documents"). As of their respective 
filing dates, (i) the Parent SEC Documents complied in all material 
respects with the requirements of the Securities Act or the Exchange Act, 
as the case may be, and the rules and regulations of the SEC promulgated 
thereunder applicable to such Parent SEC Documents, and (ii) none of the 
Parent SEC Documents when filed (or when amended and restated and as 
supplemented by subsequently filed Parent SEC Document) contained any 
untrue statement of a material fact or omitted to state a material fact 
required to be stated therein or necessary in order to make the statements 
therein, in light of the circumstances under which they were made, not 
misleading. The financial statements of Parent included in the Parent SEC 
Documents complied as to form, as of their respective dates of filing with 
the SEC, in all material respects with applicable accounting requirements 
and the published rules and regulations of the SEC with respect thereto, 
have been prepared in accordance with GAAP (except, in the case of 
unaudited statements, as permitted by Form 10-Q of the SEC) applied on a 
consistent basis during the periods involved (except as may be indicated in 
the notes thereto) and fairly present in all material respects the 
consolidated financial position of Parent and its consolidated subsidiaries 
as of the dates thereof and the consolidated results of their operations 
and cash flows for the periods then ended (subject, in the case of 
unaudited statements, to normal year-end audit adjustments and to other 
adjustments described in the notes to such unaudited statements). 
 
                      (e) Information Supplied. The Form S-4, the Proxy 
Statement and the Form 10 to be filed with the SEC will not, at the time 
the Form S-4 becomes effective under the Securities Act, at the date the 
Proxy Statement is first mailed to the Company's stockholders or at the 
time of the Company Stockholders Meeting, and at the time the Form 10 
becomes effective under the Securities Act, respectively, contain any 
untrue statement of a material fact or omit to state any material fact 
required to be stated therein or necessary to make the statements therein 
not misleading; provided, however, that no representation is made by Parent 
with respect to statements made therein based on information supplied or 
incorporated by reference by the Company for inclusion in the Form S-4, the 
Proxy Statement and the Form 10. None of the information supplied by Parent 
for inclusion or incorporation by reference in the Proxy Statement and Form 
10 will, at the date mailed to the Company's stockholders and at the time 
of the Company Stockholders Meeting, and at the date it becomes effective, 
respectively, contain any untrue statement of a material fact or omit to 



state any material fact required to be stated therein or necessary in order 
to make the statement therein not misleading. Subject to the provisions set 
forth in the second preceding sentence, the Form S-4 will comply as to form 
in all material respects with the requirements of the Exchange Act and the 
Securities Act, as appropriate, and the rules and regulations thereunder. 
 
                      (f) Brokers. Except for Banc of America Securities, 
no broker, investment broker, financial advisor or other person is entitled 
to a broker's, finder's, financial advisor's or other similar fee or 
commission in connection with the transactions contemplated by this 
Agreement based upon arrangements made by or on behalf of Parent. 
 
 
                                 ARTICLE IV 
 
                 COVENANTS RELATING TO CONDUCT OF BUSINESS 
 
               SECTION 4.1 Conduct of Business by the Company. Except as 
consented to by Parent in writing, during the period from the date of this 
Agreement and continuing until the earlier of the termination of this 
Agreement and the Effective Time, the Company shall and shall cause its 
subsidiaries to carry on their respective business in the usual, regular 
and ordinary course consistent with past practice and in compliance in all 
material respects with all applicable laws and regulations and to pay its 
debts and Taxes when due, to pay or perform other obligations when due, 
and, to use best reasonable efforts to preserve intact their current 
business organizations, to keep available the services of their current 
officers and employees and preserve their relationships with those persons 
having business dealings with them, all with the goal of preserving 
unimpaired its goodwill and ongoing businesses at the Effective Time. 
Without limiting the generality of the foregoing, senior officers of Parent 
and the Company shall meet on a regular basis to review the financial and 
operational affairs of the Company and its subsidiaries, in accordance with 
applicable law, and the Company shall promptly notify Parent of any event 
or occurrence or emergency not in the ordinary course of its business, and 
any material event involving or adversely affecting the Company or its 
business. Except as expressly contemplated by this Agreement, the Company 
shall not, and shall not permit any of its subsidiaries to: 
 
                             (i) other than between subsidiaries or as 
        between the Company and any wholly owned subsidiary, declare, set 
        aside or pay any dividends on, make any other distributions in 
        respect of, or enter into any agreement with respect to its capital 
        stock, (y) split, combine or reclassify any of its capital stock or 
        issue or authorize the issuance of any other securities in respect 
        of, in lieu of, or in substitution for, shares of its capital 
        stock, except upon the exercise of Company Stock Options or Company 
        Warrants that are, in each case, outstanding as of the date hereof 
        in accordance with their present terms, or which are issued prior 
        to the Effective Time in the ordinary course, pursuant to the 
        Company's Second Amended and Restated Employee Stock Purchase Plan 
        ("ESPP") or (z) purchase, redeem or otherwise acquire any shares of 
        capital stock of the Company or any of its subsidiaries, other 
        securities thereof or any rights, warrants or options to acquire 
        any such shares or other securities (other than the issuance of 
        Company Common Stock upon the exercise of Company Stock Options and 
        Company Warrants that are, in each case, outstanding as of the date 
        hereof in accordance with their present terms); 
 
                             (ii) issue, deliver, sell, pledge or otherwise 
        encumber or subject to any Lien any shares of its capital stock, 
        any other voting securities or any securities convertible into, or 
        any rights, warrants or options to acquire, any such shares, voting 
        securities or convertible securities (other than the issuance of 
        Company Common Stock upon the exercise of Company Stock Options and 
        Company Warrants that are, in each case, outstanding as of the date 
        hereof in accordance with their present terms or which are issued 
        in the ordinary course prior to the Effective Time, pursuant to the 
        ESPP, or in connection with financing arrangements permitted under 
        Section 4.1(vi)); 
 
                             (iii) amend its certificate of incorporation, 
        by-laws or other comparable organizational documents; 
 
                             (iv) acquire or agree to acquire by merging or 
        consolidating with, or by purchasing any assets or any equity 
        securities of, or by any other manner, any business or any person, 
        or otherwise acquire or agree to acquire any assets for 
        consideration in excess of $500,000 (other than financing 
        transactions involving transfers of assets solely among 
        subsidiaries and other than for construction in the ordinary course 
        of business, consistent with past practice); 
 
                             (v) sell, lease, license, mortgage or 
        otherwise encumber or subject to any Lien or otherwise dispose of 
        any of its properties or assets other than in the ordinary course 
        of business and consistent with past practices, including but not 



        limited to the performance of obligations under contractual 
        arrangements listed on the Company Disclosure Schedule existing as 
        of the date hereof, or create any security interest in such assets 
        or properties; 
 
                             (vi) except for borrowings under existing 
        credit facilities or lines of credit or refinancing of indebtedness 
        outstanding on the date hereof, incur any indebtedness for borrowed 
        money or issue any debt securities or assume, guarantee or endorse, 
        or otherwise become responsible for the obligations of any person, 
        or make any loans, advances or capital contributions to, or 
        investments in, any person other than its wholly owned subsidiaries 
        and as a result of ordinary advances and reimbursements to 
        employees and endorsements of banking instruments; 
 
                             (vii) change its accounting methods (or 
        underlying assumptions), principles or practices affecting its 
        assets, liabilities or business, including without limitation, any 
        reserving, renewal or residual method, practice or policy, in each 
        case, in effect at December 31, 1999, except as required by changes 
        in GAAP, or change any of its methods of reporting income and 
        deductions for federal income tax purposes from those employed in 
        the preparation of the federal income tax returns of the Company 
        for the taxable year ending December 31, 1999, except as required 
        by material changes in law or regulation; 
 
                             (viii) make any tax elections, or settle or 
        compromise any liability with respect to Taxes or agree to any 
        adjustment of any Tax attribute, unless required by applicable law 
        or made in the ordinary course of business consistent with past 
        practices; 
 
                             (ix) enter into any agreement, commitment or 
        transaction to acquire or sell real estate for VOI development in 
        excess of $200,000 (other than pursuant to previously existing 
        agreements set forth in the Company Disclosure Schedule); 
 
                             (x) other than in accordance with the 
        Company's operating budget for fiscal year 2000 which is attached 
        to the Company Disclosure Schedule, enter into any agreement 
        obligating the Company to spend more than $250,000 or any 
        commitment or transaction of the type described in Section 3.1(f) 
        of the Company Disclosure Schedule hereof not in the ordinary 
        course of business; 
 
                             (xi) other than as set forth in the Company's 
        operating budget for fiscal year 2000, amend or otherwise modify, 
        except in the ordinary course of business, or violate the terms of, 
        any of the material agreements or contracts or other binding 
        obligations of the Company or its subsidiaries; 
 
                             (xii) alter, or enter into any commitment to 
        alter, its interest in any corporation, association, joint venture, 
        partnership or business entity in which the Company directly or 
        indirectly holds any interest on the date hereof; 
 
                             (xiii) (A) grant to any current or former 
        director, executive officer or other Key Employee of the Company or 
        its subsidiaries any increase in compensation, bonus or other 
        benefits, except for (i) salary, wage or benefit increases in the 
        ordinary course of business and (ii) bonuses under the arrangements 
        specifically set forth on Exhibit B hereto, and payable to the 
        persons and in the amounts specifically set forth on such Exhibit B 
        hereto; (B) grant to any such current or former director, executive 
        officer or other Key Employee of the Company any increase in 
        severance or termination pay, (C) enter into, or amend, any 
        employment, deferred compensation, consulting, severance, 
        termination or indemnification agreement with any such current or 
        former director, executive officer or Key Employee or (D) modify 
        any existing equity-based compensation agreement or arrangement 
        with any director, employee, consultant or independent contractor 
        to provide for acceleration of the vesting or payments of benefits 
        thereunder; 
 
                             (xiv) except pursuant to agreements or 
        arrangements in effect on the date hereof and disclosed in writing 
        and provided or made available to Parent, pay, loan or advance any 
        amount to, or sell, transfer or lease any properties or assets 
        (real, personal or mixed, tangible or intangible) to, or enter into 
        any agreement or arrangement with, any of its officers or directors 
        or any affiliate or the immediate family members or associates of 
        any of its officers or directors other than compensation in the 
        ordinary course of business consistent with past practice; 
 
                             (xv) agree or consent to any material 
        agreements or material modifications of existing agreements with 
        any Governmental Entity in respect of the operations of its 



        business, except (i) as required by law to renew Permits or 
        agreements in the ordinary course consistent with past practice, or 
        (ii) to effect the consummation of the transactions contemplated 
        hereby; 
 
                             (xvi) pay, discharge, settle, compromise or 
        satisfy any claims, liabilities or obligations (absolute, accrued, 
        asserted or unasserted, contingent or otherwise), including taking 
        any action to settle or compromise any litigation; other than any 
        such payment, discharge, settlement, compromise or satisfaction in 
        the ordinary course of business in an amount not to exceed $20,000 
        or any reserve established in respect of a claim as set forth in 
        the Company's unaudited balance sheet dated June 30, 2000; 
 
                             (xvii) amend the Rights Agreement or redeem 
        the Rights (as defined in the Rights Agreement); 
 
                             (xviii)cancel, materially amend or renew any 
        insurance policy other than in the ordinary course of business; 
 
                             (xix) authorize, or commit or agree to take, 
        any of the foregoing actions or any other action that would prevent 
        the Company from performing or cause the Company not to perform its 
        covenants hereunder; 
 
                             (xx) issue any communication of a general 
        nature to the employees of the Company without the prior written 
        approval of Parent (which will not be unreasonably delayed or 
        withheld), except for communications in the ordinary course of 
        business that do not relate to the Merger or other transactions 
        contemplated hereby; or 
 
                             (xxi) take any action or fail to take any 
        action which would result in any of the representations and 
        warranties set forth in Section 3.1 failing to be true and correct. 
 
               SECTION 4.2 Advice of Changes. Except to the extent 
prohibited by applicable law or regulation, the Company, Parent and Merger 
Sub shall promptly advise the other party orally and in writing to the 
extent it has knowledge of (i) any representation or warranty made by it 
contained in this Agreement that is qualified as to materiality becoming 
untrue or inaccurate in any respect or any such representation or warranty 
that is not so qualified becoming untrue or inaccurate in any material 
respect, (ii) the failure by it to comply in any material respect with or 
satisfy in any material respect any covenant, condition or agreement to be 
complied with or satisfied by it under this Agreement and (iii) any change 
or event having, or which, insofar as can reasonably be foreseen, could 
reasonably be expected to have a material adverse effect on such party or 
on the truth of their respective representations and warranties or the 
ability of the conditions set forth in Article VI to be satisfied; 
provided, however, that no such notification shall affect the 
representations, warranties, covenants or agreements of the parties (or 
remedies with respect thereto) or the conditions to the obligations of the 
parties under this Agreement. 
 
                      SECTION 4.3 No Solicitation by the Company. (a) 
Except as otherwise provided in this Section 4.3, until the earlier of the 
Effective Time and the date of termination of this Agreement, neither the 
Company, nor any of its subsidiaries or any of the officers, directors, 
stockholders, agents, representatives or affiliates of it or its 
subsidiaries (including any investment banker, attorney or accountant 
retained by it or any of its subsidiaries) shall (i) solicit, initiate or 
encourage (including by way of furnishing information), or take any other 
action designed to facilitate, any inquiries or the making of any proposal 
which constitutes a Company Takeover Proposal (as defined below), (ii) 
participate in any discussions or negotiations regarding any Company 
Takeover Proposal, (iii) enter into any agreement regarding any Company 
Takeover Proposal or (iv) make or authorize any statement, recommendation 
or solicitation in support of any Company Takeover Proposal. If and only to 
the extent that (i) the Company Stockholders Meeting shall not have 
occurred, (ii) the Board of Directors of the Company determines in good 
faith, after consultation with outside counsel, that it is necessary to do 
so in order to act in a manner consistent with its fiduciary duties to the 
Company's stockholders under applicable law, (iii) the Company's Board of 
Directors concludes in good faith that such Company Takeover Proposal 
constitutes a Company Superior Proposal (as defined below), (iv) such 
Company Takeover Proposal was not solicited by it and did not otherwise 
result from a breach of this Section 4.3(a), and (v) the Company provides 
prior written notice to Parent of its decision to take such action, the 
Company shall be permitted to (A) furnish information with respect to the 
Company and any of its subsidiaries to such person pursuant to a customary 
confidentiality agreement, (B) participate in discussions and negotiations 
with such person, (C) subject to first complying with the provisions of 
Section 5.8(b) hereof, enter into a Company Acquisition Agreement and (D) 
effect a Change in the Company Recommendation (as defined below); provided, 
that at least three business days prior to taking any actions set forth in 
clause (C) or (D) above, the Company's Board of Directors provides Parent 



written notice advising Parent that the Company's Board of Directors is 
prepared to conclude that such Company Takeover Proposal constitutes a 
Company Superior Proposal and during such three business day period the 
Company and its advisors shall have negotiated in good faith with Parent to 
make adjustments in the terms and conditions of this Agreement such that 
such Company Takeover Proposal would no longer constitute a Company 
Superior Proposal and the Company's Board of Directors concludes in good 
faith that such Company Takeover Proposal is reasonably likely to result in 
a Company Superior Proposal. The Company, its subsidiaries and their 
representatives immediately shall cease and cause to be terminated any 
existing activities, discussions or negotiations with any parties with 
respect to any Company Takeover Proposal. 
 
               For purposes of this Agreement, "Company Takeover Proposal" 
means any inquiry, proposal or offer from any person relating to any direct 
or indirect acquisition or purchase of a business that constitutes 20% or 
more of the net revenues, net income or assets of the Company and its 
subsidiaries, taken as a whole, or 20% or more of any class of equity 
securities of the Company, any tender offer or exchange offer that if 
consummated would result in any person beneficially owning 20% or more of 
any class of any equity securities of the Company, or any merger, 
consolidation, business combination, recapitalization, liquidation, 
dissolution or similar transaction involving the Company (or any subsidiary 
of the Company whose business constitutes 20% or more of the net revenues, 
net income or assets of the Company and its subsidiaries, taken as a 
whole), other than the transactions contemplated by this Agreement or any 
securitization or financing transactions consistent with past practice. For 
purposes of this Agreement, a "Company Superior Proposal" means any 
proposal made by a third party (A) to acquire, directly or indirectly, 
including pursuant to a tender offer, exchange offer, merger, 
consolidation, business combination, recapitalization, liquidation, sale, 
lease, exchange, transfer or other disposition (including a contribution to 
a joint venture), dissolution or similar transaction, for consideration 
consisting of cash and/or securities, 100% of the combined voting power of 
the shares of the Company's capital stock then outstanding or 100% of the 
net revenues, net income or assets of the Company and its subsidiaries, 
taken as a whole and (B) which is otherwise on terms which the Board of 
Directors of the Company determines in its good faith judgment (after 
consultation with (i) either Stephens Inc., Bear Stearns & Co., Inc. or 
another nationally recognized investment banking firm and (ii) outside 
counsel), taking into account, among other things, all legal, financial, 
regulatory and other aspects of the proposal and the person making the 
proposal, that the proposal, (i) if consummated would result in a 
transaction that is more favorable to the Company's stockholders from a 
financial point of view than the Merger and the other transactions 
contemplated hereby and (ii) is reasonably capable of being completed, 
including to the extent required, financing which is then committed or 
which, in the good faith judgment of the Board of Directors of the Company, 
is reasonably capable of being obtained by such third party. 
 
                      (b) Except as expressly permitted by this Section 
4.3, neither the Board of Directors of the Company nor any committee 
thereof shall (i) withdraw, modify or qualify, or propose publicly to 
withdraw, modify or qualify, in a manner adverse to Parent, the approval of 
the Agreement, the Merger or the Company Recommendation (as defined in 
Section 5.1(d)) or take any action or make any statement in connection with 
the Company Stockholders Meeting inconsistent with such approval or Company 
Recommendation (collectively, a "Change in the Company Recommendation"), 
(ii) approve or recommend, or propose publicly to approve or recommend, any 
Company Takeover Proposal, or (iii) cause the Company to enter into any 
letter of intent, agreement in principle, acquisition agreement or other 
similar agreement (each, a "Company Acquisition Agreement") related to any 
Company Takeover Proposal. For purposes of this Agreement, a Change in the 
Company Recommendation shall include any approval or recommendation (or 
public proposal to approve or recommend), by the Company Board of a Company 
Takeover Proposal, or any failure by the Company Board to recommend against 
a Company Takeover Proposal. Notwithstanding the foregoing, the Board of 
Directors of the Company, to the extent that it determines in good faith, 
after consultation with outside counsel, that in light of a Company 
Superior Proposal it is necessary to do so in order to act in a manner 
consistent with its fiduciary duties to the Company's stockholders under 
applicable law, may terminate this Agreement solely in order to 
concurrently enter into a Company Acquisition Agreement with respect to any 
Company Superior Proposal, but only at a time that is after the third 
business day following Parent's receipt of written notice advising Parent 
that the Board of Directors of the Company is prepared to accept a Company 
Superior Proposal, specifying the material terms and conditions of such 
Company Superior Proposal and identifying the person making such Company 
Superior Proposal, all of which information will be kept confidential by 
Parent in accordance with the terms of the Confidentiality Agreement (as 
defined in Section 5.4). 
 
                      (c) In addition to the obligations of the Company set 
forth in paragraphs (a) and (b) of this Section 4.3, the Company shall 
immediately advise Parent orally and in writing of any request for 
information or of any Company Takeover Proposal, the material terms and 
conditions of such request or Company Takeover Proposal and the identity of 



the person making such request or Company Takeover Proposal. The Company 
will keep Parent informed of the status and details (including amendments 
or proposed amendments) of any such request or Company Takeover Proposal. 
 
                      (d) Nothing contained in this Section 4.3 shall 
prohibit the Company from taking and disclosing to its stockholders a 
position contemplated by Rule 14e-2(a) promulgated under the Exchange Act 
or from making any disclosure if, in the good faith judgment of the Board 
of Directors of the Company, after consultation with outside counsel, 
failure so to disclose would be inconsistent with its obligations under 
applicable law; provided, however, any such disclosure relating to a 
Company Takeover Proposal shall be deemed to be a Change in the Company 
Recommendation unless the Board of Directors of the Company reaffirms the 
Company Recommendation in such disclosure. 
 
                                 ARTICLE V 
 
                           ADDITIONAL AGREEMENTS 
 
               SECTION 5.1 Preparation of the Form S-4, Proxy Statement and 
Form 10; Stockholders Meeting. 
 
                      (a) As promptly as practicable following the date of 
this Agreement, Parent and the Company shall prepare and file with the SEC 
the Form S-4, the Proxy Statement and the Form 10. Each of Parent and the 
Company shall use all reasonable efforts to have the Form S-4, in which the 
Proxy Statement shall be included, declared effective under the Securities 
Act and the Form 10 declared effective under the Exchange Act as promptly 
as practicable after such filing. The Company shall use its reasonable best 
efforts to cause the Proxy Statement to be mailed to its stockholders as 
promptly as practicable after the Form S-4 is declared effective; provided, 
that the Company may elect to postpone the mailing of the Proxy Statement 
to a date that is no later than at least 20 business days prior to the date 
Parent informs the Company that the DevCo. Distribution is reasonably 
capable of being completed. 
 
                      (b) Each of the Company and Parent covenants that 
none of the information supplied or to be supplied by it for inclusion or 
incorporation by reference in (i) the Form S-4 will, at the time the Form 
S-4 is filed with the SEC, at any time it is amended or supplemented or at 
the time it becomes effective under the Securities Act, contain any untrue 
statement of a material fact or omit to state any material fact required to 
be stated therein or necessary to make the statements therein not 
misleading and (ii) the Proxy Statement will, at the date it is first 
mailed to the stockholders of the Company, or at the time of the Company 
Stockholders Meeting, contain any untrue statement of a material fact or 
omit to state any material fact required to be stated therein or necessary 
in order to make the statements therein, in light of the circumstances 
under which they are made, not misleading. The Proxy Statement and the Form 
S-4 will comply as to form in all material respects with the requirements 
of the Exchange Act and the Securities Act, as applicable. Notwithstanding 
the foregoing, (i) no representation or covenant is made by the Company 
with respect to statements made or incorporated by reference based on 
information supplied in writing by Parent specifically for inclusion or 
incorporation by reference in the Form S-4 or Proxy Statement and (ii) no 
representation or covenant is made by Parent with respect to statements 
made or incorporated by reference based on information supplied in writing 
by the Company for inclusion or incorporation by reference in the Form S-4 
or the Proxy Statement. If at any time prior to the Effective Time there 
shall occur (i) any event with respect to the Company or any of its 
subsidiaries, or with respect to other information supplied by Company for 
inclusion in the Form S-4 or the Proxy Statement or (ii) any event with 
respect to Parent, or with respect to information supplied by Parent for 
inclusion in the Form S-4 or the Proxy Statement, in either case, which 
event is required to be described in an amendment of, or a supplement, to 
the Form S-4 or the Proxy Statement, such event shall be so described, and 
such amendment or supplement shall be promptly filed with the SEC and, as 
required by law, disseminated to the stockholders of Company. 
 
                      (c) Each of the Company and Parent shall promptly 
notify the other of the receipt of any comments from the SEC or its staff 
or any other appropriate government official and of any requests by the SEC 
or its staff or any other appropriate government official for amendments or 
supplements to any of the filings with the SEC in connection with the 
Merger and other transactions contemplated hereby or for additional 
information and shall supply the other with copies of all correspondence 
between the Company or any of its representatives, or Parent or any of its 
representatives, as the case may be, on the one hand, and the SEC or its 
staff or any other appropriate government official, on the other hand, with 
respect thereto. The Company and Parent shall use their respective 
reasonable efforts to respond to any comments of the SEC with respect to 
the Form S-4 and the Proxy Statement as promptly as practicable. The 
Company and Parent shall cooperate with each other and provide to each 
other all information necessary in order to prepare the Form S-4, the Proxy 
Statement and the Form 10, and shall provide promptly to the other party 
any information such party may obtain that could necessitate amending any 
such document. 



 
                      (d) The Company shall, as promptly as practicable 
after the Form S-4 is declared effective under the Securities Act, duly 
call, give notice of, convene and hold the Company Stockholders Meeting in 
accordance with the DGCL for the purpose of obtaining the Company 
Stockholder Approval; provided, that the Company may elect to postpone the 
Company Stockholders Meeting to a date that is no later than 35 business 
days after the date of mailing of the Proxy Statement in accordance with 
Section 5.1(a). Subject to Section 4.3, the Board of Directors of the 
Company shall recommend to the Company's stockholders the approval and 
adoption of this Agreement, the Merger and the other transactions 
contemplated hereby (the "Company Recommendation"). Without limiting the 
generality of the foregoing, the Company agrees that its obligations 
pursuant to the first sentence of this Section 5.1(d) shall not be affected 
by the commencement, public proposal, public disclosure or communication to 
the Company of any Company Takeover Proposal. Notwithstanding any Change in 
the Company Recommendation, this Agreement and the Merger shall be 
submitted to the stockholders of the Company at the Company Stockholders 
Meeting for the purpose of approving the Agreement and the Merger and 
nothing contained herein shall be deemed to relieve the Company of such 
obligation unless this Agreement has been terminated. 
 
                      (e) The Company shall coordinate and cooperate with 
Parent with respect to the timing of the Company Stockholders Meeting. 
 
               SECTION 5.2 Letter of the Company's Accountants. The Company 
shall cause to be delivered to Parent a letter from the Company's 
independent accountants dated a date within two business days before the 
Closing Date addressed to Parent, in form and substance reasonably 
satisfactory to Parent and customary in scope and substance for comfort 
letters delivered by independent public accountants in connection with 
registration statements similar to the Form S-4. 
 
               SECTION 5.3 Letter of Parent's Accountants. Parent shall 
cause to be delivered to the Company a letter from Parent's independent 
accountants dated a date within two business days before the Closing Date 
addressed to the Company, in form and substance reasonably satisfactory to 
the Company and customary in scope and substance for comfort letters 
delivered by independent public accountants in connection with registration 
statements similar to the Form S-4. 
 
               SECTION 5.4 Access to Information; Confidentiality. 
 
                      (a) Subject to the Secrecy Agreement, dated as of 
August 11, 2000, as amended, between Parent and the Company (the 
"Confidentiality Agreement"), and subject to the restrictions contained in 
confidentiality agreements to which the Company is subject (which the 
Company will use its reasonable best efforts to have waived) and applicable 
law, the Company shall, and shall cause its subsidiaries to, afford Parent 
and to the officers, employees, accountants, counsel, financial advisors 
and other representatives of Parent, reasonable access during normal 
business hours during the period prior to the Effective Time to all its 
respective properties, books, contracts, commitments, personnel and records 
and, during such period, the Company shall, and shall cause each of its 
subsidiaries to, furnish promptly to Parent (a) a copy of each report, 
schedule, registration statement and other document filed by it during such 
period pursuant to the requirements of federal or state securities laws and 
(b) all other information concerning its business, properties and personnel 
as such other party may reasonably request. In addition, the Company will 
deliver, or cause to be delivered, to Parent the internal or external 
reports reasonably required by Parent promptly after such reports are made 
available to the Company's personnel. No review pursuant to this Section 
5.4 shall affect any representation or warranty given by the Company to 
Parent. Parent will hold, and will cause its officers, employees, 
accountants, counsel, financial advisors and other representatives and 
affiliates to hold, any nonpublic information in accordance with the terms 
of the Confidentiality Agreement. 
 
                      (b) As soon as practicable after the execution of 
this Agreement, the Company shall permit Parent to electronically link the 
Company's financial reporting system to Parent's financial reporting system 
("Hyperion"). The link to Hyperion will be completed by Parent's financial 
reporting staff, with assistance from the Company's accounting staff, at no 
incremental cost to the Company and provided that such installment will not 
interfere with or disrupt the normal operation of the Company's financial 
reporting system or violate any applicable software licenses. Parent will 
provide the necessary Hyperion software to be installed on a computer in 
the Company's accounting department; provided, however, that the 
information retrieved from the Company's financial reporting system will 
not be made available to persons who are directly involved in pricing or 
any other competitive activity at Parent; provided, further, that such 
persons shall not use such information other than for purposes of assessing 
the financial condition of the Company for purposes of the transactions 
contemplated by this Agreement, and shall not share, provide or sell the 
information to any third party or use the information in any manner that 
could reasonably be considered a restraint on competition or result in a 
violation of any applicable laws. Any information provided under this 



Section 5.4(b) shall be subject to the terms of the Confidentiality 
Agreement. 
 
               SECTION 5.5 Reasonable Efforts. (a) Subject to the terms and 
conditions set forth in this Agreement, each of the parties hereto shall 
use its reasonable good faith efforts (subject to, and in accordance with, 
applicable law) to take promptly, or cause to be taken, all actions, and to 
do promptly, or cause to be done, and to assist and cooperate with the 
other parties in doing, all things necessary, proper or advisable under 
applicable laws and regulations to consummate and make effective the Merger 
and the other transactions contemplated by this Agreement, including (i) 
the obtaining of all necessary actions or nonactions, waivers, consents and 
approvals from Governmental Entities and the making of all necessary 
registrations and filings and the taking of all steps as may be necessary 
to obtain an approval or waiver from, or to avoid an action or proceeding 
by, any Governmental Entity, including, without limitation, the VOI 
Registrations (ii) the obtaining of all necessary consents, approvals or 
waivers from third parties, (iii) the defending of any lawsuits or other 
legal proceedings, whether judicial or administrative, challenging this 
Agreement or the consummation of the transactions contemplated by this 
Agreement, including seeking to have any stay, temporary restraining order 
or injunctions entered by any court or other Governmental Entity vacated or 
reversed and (iv) the execution and delivery of any additional instruments 
necessary to consummate the transactions contemplated by, and to fully 
carry out the purposes of, this Agreement, subject to the limitations on 
divestiture set forth in subsection (c) below. 
 
                      (b) In connection with and without limiting the 
foregoing, the Company and Parent shall (i) take all action necessary to 
ensure that no state takeover statute or similar statute or regulation is 
or becomes applicable to this Agreement, the Stock Option Agreement or the 
Merger or any of the other transactions contemplated hereby and thereby, 
and (ii) if any state takeover statute or similar statute or regulation 
becomes applicable to this Agreement, the Stock Option Agreement or the 
Merger or any other transaction contemplated hereby and thereby, take all 
action necessary to ensure that the Merger and the other transactions 
contemplated by this Agreement and the Stock Option Agreement may be 
consummated as promptly as practicable on the terms contemplated hereby and 
thereby and otherwise to minimize the effect of such statute or regulation 
on the Merger, the DevCo. Distribution and the other transactions 
contemplated hereby and thereby. 
 
                      (c) Each party agrees to provide the other party with 
copies of any documentation or written materials provided to or by 
Governmental Entities with respect to the HSR approval process. Parent 
shall not be required to agree to any divestiture by Parent or any of 
Parent's subsidiaries or affiliates of shares of capital stock or of any 
business, assets or property of Parent or its subsidiaries or affiliates or 
of the Company, its affiliates, or the imposition of any material 
limitation on the ability of any of them to conduct their businesses or to 
own or exercise control of such assets, properties and stock. 
 
                      (d) The Company shall use its reasonable good faith 
efforts to assist Parent and certain of its subsidiaries that are subject 
to the reporting requirements of the Exchange Act (the "Reporting Subs") in 
the preparation and filing, on the earliest practicable date after the date 
of this Agreement, of Current Reports on Form 8-K for each of Parent and 
the Reporting Subs containing the information required by Item 
512(a)(1)(ii) of Regulation S-K of the SEC, including the historical 
financial statements of the Company required by Rule 3-05 of Regulation S-X 
of the SEC and the pro forma financial information with respect to the 
business combination contemplated by this Agreement required by Article 11 
of Regulation S-X of the SEC, and the Company shall take all other action 
necessary to allow Parent and the Reporting Subs to issue and sell 
securities on a continuous or delayed basis in one or more public offerings 
registered under the Securities Act. 
 
               SECTION 5.6 Company Equity-Based Incentives. (a) As of the 
Effective Time, (i) each outstanding Company Stock Option and Company 
Warrant shall be converted into an option or warrant, as the case may be 
(as applicable, an "Adjusted Option" or "Adjusted Warrant") to purchase the 
number of shares of Parent Common Stock (rounded down to the nearest whole 
number of shares of Parent Common Stock) equal to the number of shares of 
Company Common Stock subject to such Company Stock Option or Company 
Warrant immediately prior to the Effective Time multiplied by the Exchange 
Ratio, at an exercise price per share (rounded up to the nearest whole 
cent) equal to the exercise price for each such share of 
Company Common Stock subject to such Company Stock Option or Company 
Warrant divided by the Exchange Ratio, and all references in each such 
option or warrant to the Company shall be deemed to refer to Parent, where 
appropriate; provided, however, Parent shall assume the obligations of the 
Company under the applicable Company Stock Plan and agreements under which 
the Adjusted Option or Adjusted Warrant was originally granted, subject to 
the adjustments required by this Section 5.6(a). The other terms of each 
such Adjusted Option and Adjusted Warrant, and the plans under which they 
were issued, shall continue to apply in accordance with their terms. 
 



                      (b) As of the Effective Time, (i) each outstanding 
Company Award other than Company Stock Options and Company Warrants 
(including restricted stock, stock appreciation rights, performance shares, 
deferred stock, phantom stock, stock equivalents and stock units) under the 
Company Stock Plans shall be converted into the same instrument of Parent, 
in each case with such adjustments (and no other adjustments) to the terms 
of such Company Awards as are necessary to preserve the value inherent in 
such Company Awards with no detrimental or beneficial effects on the holder 
thereof and (ii) Parent shall assume the obligations of the Company under 
the Company Awards, subject to the adjustments required by this Section 
5.6(b). The other terms of each such Company Award, and the plans or 
agreements under which they were issued, shall continue to apply in 
accordance with their terms. 
 
                      (c) The Company and Parent agree that the Company 
Stock Plans and Parent equity-based incentive plans shall be amended, to 
the extent necessary, to reflect the transactions contemplated by this 
Agreement, including, but not limited to the conversion of shares of 
Company Common Stock held or to be awarded or paid pursuant to such benefit 
plans, programs or arrangements into shares of Parent Common Stock on a 
basis consistent with the transactions contemplated by this Agreement. 
After the Effective Time, Parent shall promptly issue new agreements 
reflecting each holder's Adjusted Options, Adjusted Warrants or adjusted 
Company Awards. 
 
                      (d) Parent shall (i) reserve for issuance the number 
of shares of Parent Common Stock that will become subject to the benefit 
plans, programs and arrangements referred to in this Section 5.6 and (ii) 
issue or cause to be issued the appropriate number of shares of Parent 
Common Stock pursuant to applicable plans, programs and arrangements, upon 
the exercise or maturation of rights existing thereunder on the Effective 
Time or thereafter granted or awarded. As soon as practicable following the 
Effective Time, Parent shall prepare and file with the SEC a registration 
statement on Form S-8 (or other appropriate form) registering a number of 
shares of Parent Common Stock necessary to fulfill Parent's obligations 
under this Section 5.6. Such registration statement shall be kept effective 
(and the current status of the prospectus required thereby shall be 
maintained) for at least as long as Adjusted Options, Adjusted Warrants or 
adjusted Company Awards remain outstanding. 
 
                      (e) Parent and the Company shall each approve the 
conversion of the outstanding Company Stock Options, Company Warrants and 
Company Awards pursuant to this Section 5.6 in a manner sufficient to 
comply with the exemptions provided by Rule 16b-3 of the Exchange Act. 
 
                      (f) The Company shall take all actions necessary to 
effect, as of immediately prior to the Effective Time, the termination of 
the ESPP and of any offering period then in effect under the ESPP, in a 
manner approved by Parent. 
 
               SECTION 5.7 Indemnification, Exculpation and Insurance. (a) 
All rights to indemnification and exculpation from liabilities for acts or 
omissions occurring at or prior to the Effective Time now existing in favor 
of the current or former directors or officers of the Company and its 
subsidiaries as provided in their respective certificates of incorporation 
or by- laws (or comparable organizational documents) and any 
indemnification agreements or arrangements of the Company and its 
subsidiaries shall survive the Merger and shall continue in full force and 
effect in accordance with their terms, and shall not be amended, repealed 
or otherwise modified for a period of six years after the Effective Time in 
any manner that would adversely affect the rights thereunder of such 
individuals. 
 
                      (b) In the event that the Surviving Corporation or 
any of its successors or assigns (i) consolidates with or merges into any 
other person and is not the continuing or surviving corporation or entity 
of such consolidation or merger or (ii) transfers or conveys all or 
substantially all of its properties and assets to any person, then, and in 
each such case, proper provision will be made so that the successors and 
assigns of the Surviving Corporation will assume the obligations thereof 
set forth in this Section 5.7. 
 
                      (c) The provisions of this Section 5.7 (i) are 
intended to be for the benefit of, and will be enforceable by, each 
indemnified party, his or her heirs and his or her representatives and (ii) 
are in addition to, and not in substitution for, any other rights to 
indemnification or contribution that any such person may have by contract 
or otherwise. 
 
                      (d) For six years after the Effective Time, the 
Surviving Corporation shall maintain in effect the Company's current 
directors' and officers' liability insurance covering acts or omissions 
occurring prior to the Effective Time with respect to those persons who are 
currently covered by the Company's directors' and officers' liability 
insurance policy on terms with respect to such coverage and amount no less 
favorable to the Company's directors and officers currently covered by such 
insurance than those of such policy in effect on the date hereof; provided, 



that the Surviving Corporation may substitute therefor policies of Parent 
or its subsidiaries containing terms with respect to coverage and amount no 
less favorable to such directors or officers; provided, further, that in no 
event shall the Surviving Corporation be required to pay aggregate premiums 
for insurance under this Section 5.7(d) in excess of 200% of the aggregate 
premiums paid by the Company in 2000 on an annualized basis for such 
purpose and, if the annual premiums of such insurance coverage exceed such 
amount, the Surviving Corporation shall be obligated to obtain a policy 
with the greatest coverage available for a cost not exceeding such amount. 
Notwithstanding the foregoing, the Company may obtain directors' and 
officers' liability insurance covering all acts or omissions prior to the 
Effective Time at a cost not to exceed 125% of the cost of the current 
directors' and officers' liability insurance maintained by the Company. 
 
                      (e) Parent shall cause the Surviving Corporation or 
any successor thereto to comply with its obligations under this Section 
5.7. 
 
               SECTION 5.8 Fees and Expenses. (a) Except as provided in 
this Section 5.8, all fees and expenses incurred in connection with the 
Merger, this Agreement, and the transactions contemplated by this Agreement 
shall be paid by the party incurring such fees or expenses, whether or not 
the Merger is consummated. 
 
                      (b)    (i)    In the event that this Agreement is 
terminated by Parent pursuant to Section 7.1(c), then, upon such termination, 
the Company shallpay Parent a fee equal to $32,000,000 by wire transfer of 
same day funds. 
 
                             (ii) In the event that (A) a Pre-Termination 
        Takeover Proposal Event (as defined below) shall occur after the 
        date of this Agreement and thereafter this Agreement is terminated 
        by either Parent or the Company pursuant to Section 7.1(b)(i) and 
        (B) prior to the date that is 12 months after the date of such 
        termination the Company enters into a Company Acquisition 
        Agreement, then the Company shall promptly, but in no event later 
        than two business days after the date such Company Acquisition 
        Agreement is entered into, pay Parent a fee equal to $32,000,000 by 
        wire transfer of same day funds. 
 
                             (iii) In the event that (A) a Pre-Termination 
        Takeover Proposal Event shall occur after the date of this 
        Agreement, (B) this Agreement is terminated by either Parent or the 
        Company pursuant to Section 7.1(b)(ii), (C) the Average Trading 
        Price shall not be below $6.00 per share, and (D) prior to the date 
        that is 12 months after the date of such termination the Company 
        enters into a Company Acquisition Agreement, then the Company shall 
        promptly, but in no event later than two business days after the 
        date such Company Acquisition Agreement is entered into, pay Parent 
        a fee equal to $32,000,000 by wire transfer of the same day funds. 
 
                             (iv) In the event that this Agreement is 
        terminated by the Company pursuant to Section 7.1(d), then 
        concurrently with such termination, the Company shall pay to Parent 
        a fee equal to $32,000,000 by wire transfer of same day funds. 
 
                             (v) In the event that (A) a Pre-Termination 
        Takeover Proposal Event shall occur after the date of this 
        Agreement, (B) the Company Board of Directors has effected a Change 
        in the Company Recommendation, and (C) this Agreement is terminated 
        by either Parent or Company for any reason provided for under 
        Section 7.1, then, promptly, but in no event later than two 
        business days after such termination, the Company shall pay Parent 
        a fee equal to $32,000,000 by wire transfer of same day funds. 
 
                             (vi) For purposes of this Section 5.8(b), a 
        "Pre- Termination Takeover Proposal Event" shall be deemed to occur 
        if a Company Takeover Proposal shall have been made known to the 
        Company or any of its subsidiaries or has been made directly to its 
        stockholders generally or any person shall have publicly announced 
        an intention (whether or not conditional) to make a Company 
        Takeover Proposal. The Company acknowledges that the agreements 
        contained in this Section 5.8(b) are an integral part of the 
        transactions contemplated by this Agreement, and that, without 
        these agreements, Parent would not enter into this Agreement; 
        accordingly, if the Company fails promptly to pay the amount due 
        pursuant to this Section 5.8(b), and, in order to obtain such 
        payment, Parent commences a suit which results in a judgment 
        against the Company for the fee set forth in this Section 5.8(b), 
        the Company shall pay to Parent its costs and expenses (including 
        attorneys' fees and expenses) in connection with such suit, 
        together with interest on the amount of the fee at the rate on 
        six-month U.S. Treasury obligations plus 300 basis points in effect 
        on the date such payment was required to be made. 
 
                      (c) The Company shall in no event be required to pay 
more than one fee pursuant to Section 5.8(b). In the event that an amount 



is payable by the Company pursuant to this Section 5.8, then, not 
withstanding anything in this Agreement or the Voting Agreement to the 
contrary, (i) such amount shall be full compensation and liquidated damages 
for the loss suffered by Parent as a result of the failure of the 
transactions contemplated by this Agreement and the Voting Agreement to be 
consummated and to avoid the difficulty of determining the damages under 
the circumstances and (ii) such amount shall be in lieu of any other 
entitlement of Parent, and shall be the sole and exclusive liability of the 
Company and the Company's stockholders, with respect to all matters arising 
under or relating to this Agreement and the Voting Agreement, unless there 
has been a willful or material breach of this Agreement or the Voting 
Agreement by the Company or a stockholder of the Company, respectively. 
 
               SECTION 5.9 Public Announcements. Parent and the Company 
will consult with each other before issuing, and provide each other the 
opportunity to review, comment upon and concur with and use reasonable 
efforts to agree on, any press release or other public statements and any 
internal communications with respect to the transactions contemplated by 
this Agreement and the Stock Option Agreement, including the Merger, and 
shall not issue any such press release or make any such public statement 
prior to such consultation, except as either party may determine is 
required by applicable law, court process or by obligations pursuant to any 
listing agreement with any national securities exchange. The parties agree 
that the initial press release to be issued with respect to the 
transactions contemplated by this Agreement shall be in the form heretofore 
agreed to by the parties. 
 
               SECTION 5.10 Affiliates. To the extent practicable, 
concurrently with the execution of this Agreement (or to the extent not 
practicable, as soon as practicable and in any event within 10 business 
days after the date hereof), the Company shall deliver to Parent a written 
agreement substantially in the form attached as Exhibit 5.10(a) hereto of 
all of the persons who are "affiliates" of the Company for purposes of Rule 
145 under the Securities Act; all of such affiliates, who are affiliates as 
of the date of this Agreement, are identified in Section 5.10 of the 
Company Disclosure Schedule. Section 5.10 of the Company Disclosure 
Schedule shall be updated by the Company as necessary to reflect changes 
from the date hereof and the Company shall use reasonable best efforts to 
cause each person added to such schedule after the date hereof to deliver a 
similar agreement. 
 
               SECTION 5.11 Stock Exchange Listing. Parent shall use best 
efforts to cause the Parent Common Stock issuable (i) under Article II or 
(ii) upon exercise of the Adjusted Options pursuant to Section 5.6 to be 
approved for issuance on the NYSE, in each case subject to official notice 
of issuance, as promptly as practicable after the date hereof, and in any 
event prior to the Closing Date. 
 
               SECTION 5.12 Stockholder Litigation. Each of the Company and 
Parent shall give the other the reasonable opportunity to participate in 
the defense of any stockholder litigation against the Company or Parent, as 
applicable, and its directors relating to the transactions contemplated by 
this Agreement. 
 
               SECTION 5.13     DevCo. Distribution. 
 
                      (a) Unless Parent shall determine that the Company 
shall not effect the DevCo. Distribution, it shall prepare and deliver to 
the Company the proposed terms of the DevCo. Distribution and forms of the 
agreements proposed to be entered into by the Company and DevCo. in 
connection with the DevCo. Distribution on or prior to December 7, 2000. 
 
                      (b) Prior to the Closing, the Company shall use its 
reasonable efforts to complete the actions specified in Exhibit A as long 
as those actions do not adversely affect the business of the Company and 
its wholly owned subsidiaries before the DevCo. Distribution; provided, 
however, that the completion of actions under this Section 5.13 shall not 
be a condition to the Merger. The Company shall take all necessary action 
to create DevCo. and transfer to DevCo. such assets and liabilities from 
the Company and its subsidiaries and execute all necessary agreements that 
shall govern the relationships between the Surviving Corporation and DevCo. 
following the DevCo. Distribution, all in accordance with Parent's 
instructions set forth on Exhibit A. The DevCo. Distribution must occur 
immediately before the Effective Time unless otherwise agreed to by the 
Company. 
 
                      (c) The Company shall not take, or cause to be taken, 
any action that would or might reasonably be expected to prevent or 
materially delay Parent, the Company or DevCo. from consummating the 
transactions contemplated in Exhibit A, including any action which may 
materially limit the ability of Parent, the Company or DevCo. to consummate 
the transactions contemplated thereby as a result of any regulatory 
concerns. 
 
                      (d) As promptly as practicable following the date of 
this Agreement, the Company shall prepare and file with the SEC the Form 
10. The Company shall use its best reasonable efforts to have the Form 10 



declared effective under the Exchange Act as promptly as practicable after 
such filing and to cause the Form 10 to be mailed to its stockholders as 
promptly as practicable after the Form 10 is declared effective. 
 
                      (e) The Company shall pay all expenses arising from 
or incidental to the DevCo. Distribution (the "DevCo. Expenses"); provided, 
however, that Parent shall pay the DevCo. Expenses if this Agreement is 
terminated by Parent and the Company pursuant to Section 7.1(a) or by 
either Parent or the Company pursuant to Section 7.1(b). 
 
               SECTION 5.14 Rights Agreement. The Company shall enter into 
an amendment to the Rights Agreement, which will provide, among other 
things, for purposes: (i) of the definitions of "Acquiring Person" and 
"Beneficial Owner" and (ii) of the definitions of "Affiliate" of an 
"Acquiring Person": 
 
                             (i) as a result of entering into this 
        Agreement and the Voting Agreement, that Parent, its subsidiaries 
        (including Merger Sub) and its affiliates shall not be deemed to be 
        an "Affiliate" under the Rights Agreement; 
 
                             (ii) as a result of entering into this 
        Agreement and the Voting Agreement, that Parent and Merger Sub 
        shall not be deemed to be "Beneficial Owners" (as such term is used 
        in the Rights Agreement) of shares of Company Common Stock owned by 
        Parent, its subsidiaries and its affiliates; and 
 
                             (iii) as a result of entering into this 
        Agreement and the Voting Agreement, that Parent and Merger Sub 
        shall not be deemed to be an "Acquiring Person" (as such term is 
        used in the Rights Agreement). 
 
               Such amendment shall provide that such amended provisions of 
the Rights Agreement cannot be further amended and the Rights cannot be 
redeemed without the prior written consent of Parent. 
 
               SECTION 5.15 Standstill Agreements; Confidentiality 
Agreements. During the period from the date of this Agreement through the 
Effective Time, the Company shall not terminate, amend, modify or waive any 
provision of any confidentiality or standstill agreement to which it or any 
of its respective subsidiaries is a party. During such period, the Company 
shall enforce, to the fullest extent permitted under applicable law, the 
provisions of any such agreement, including by obtaining injunctions to 
prevent any breaches of such agreements and to enforce specifically the 
terms and provisions thereof in any court of the United States of America 
or of any state having jurisdiction. 
 
               SECTION 5.16 Conveyance Taxes. Parent and the Company shall 
cooperate in the preparation, execution and filing of all returns, 
questionnaires, applications or other documents regarding any real property 
transfer or gains, sales, use, transfer, value added, stock transfer and 
stamp taxes, any transfer, recording, registration and other fees or any 
similar taxes which become payable in connection with the transactions 
contemplated by this Agreement that are required or permitted to be filed 
on or before the Effective Time. The Company shall pay on behalf of its 
stockholders, without deduction or withholding from any amount payable to 
the holders of Company Common Stock, any such taxes or fees imposed by any 
Governmental Entity which become payable in connection with the 
transactions contemplated by this Agreement for which such stockholders are 
primarily liable and in no event shall Parent pay such amounts. 
 
               SECTION 5.17     Employee Benefits. 
 
                      (a) Parent shall, or shall cause the Surviving 
Corporation and its subsidiaries to, give those employees who are, as of 
the Closing, employed by the Company and its subsidiaries (the "Continuing 
Employees") full credit for purposes of eligibility and vesting under any 
employee benefit plans or arrangements maintained by Parent, the Surviving 
Corporation or any subsidiary of Parent or the Surviving Corporation for 
such Continuing Employees' service with the Company or any subsidiary of 
the Company to the same extent recognized by the Company for similar 
purposes immediately prior to the Effective Time. Parent shall, or shall 
cause the Surviving Corporation and its subsidiaries to, waive all 
limitations as to preexisting conditions, exclusions and waiting periods 
with respect to participation and coverage requirements applicable to the 
Continuing Employees under any welfare plan that such employees may be 
eligible to participate in after the Effective Time, other than limitations 
or waiting periods that are already in effect with respect to such 
employees and that have not been satisfied as of the Effective Time under 
any welfare plan maintained for the Continuing Employees immediately prior 
to the Effective Time, and provide credit under any such welfare plan for 
any copayments, deductibles and out-of-pocket expenditures for the 
remainder of the coverage period during which any transfer of coverage 
occurs. 
 
                      (b) From and after the Effective Time, Parent shall, 
and shall cause the Surviving Corporation to, honor in accordance with the 



terms thereof, without offset, deduction, counterclaim, interruption or 
deferment (other than withholdings under applicable tax law) under all 
Plans and administrative practices adopted thereunder, including all 
employment, change in control, severance, termination, consulting and 
unfunded retirement or benefit agreements or arrangements that have been 
provided or made available to Parent. 
 
               SECTION 5.18 Resignation and Appointment of the Directors of 
the Trustee. The Company shall take action to obtain the resignations of 
Brian Keller and Michael Hug (the "Company Directors") from the board of 
directors of the Trustee (the "Trustee Board") and to have persons chosen 
by Parent (the "Parent Directors") appointed to the Trustee Board 
immediately prior to the Effective Time. 
 
 
                                 ARTICLE VI 
 
                            CONDITIONS PRECEDENT 
 
               SECTION 6.1 Conditions to Each Party's Obligation to Effect 
the Merger. The respective obligation of each party to effect the Merger is 
subject to the satisfaction or waiver by each of Parent and the Company on 
or prior to the Closing Date of the following conditions: 
 
                      (a) Stockholder Approval. The Company Stockholder 
Approval shall have been obtained. 
 
                      (b) HSR Act. The waiting period (and any extension 
thereof) applicable to the Merger under the HSR Act shall have been 
terminated or shall have expired. 
 
                      (c) Governmental and Regulatory Approvals. Other than 
the filing provided for under Section 1.3 and the waiting period pursuant 
to the HSR Act (which is addressed in Section 6.1(b)), (i) all consents, 
approvals and actions of, filings with and notices to any Governmental 
Entity required by the Company, Parent or any of their subsidiaries to 
consummate the Merger and the other transactions contemplated hereby, the 
failure of which to be obtained or made is reasonably expected to have a 
material adverse effect on Parent and its subsidiaries and prospective 
subsidiaries, taken as a whole, shall have been obtained or made and (ii) 
all the registrations and amendments thereto set forth on Section 6.1(c) of 
the Company Disclosure Schedule shall have been made and the related 
consents, approvals or exemptions under state timeshare registration laws 
or, in states that do not have specific timeshare laws, related real estate 
or securities registration laws, shall have been obtained, other than the 
registrations and amendments thereto set forth on Section 6.1(c) of the 
Company Disclosure Schedule that are (A) marked with an asterisk and (B) 
which the failure to obtain the related consent, approval or exemption 
would not be reasonably expected to result in a material business impact on 
the Company. 
 
                      (d) Third Party Consents. Parent shall have been 
furnished with evidence satisfactory to it that the Company has obtained 
the consents of third parties to any agreement or instrument the absence of 
which would result in the representations set forth in Section 3.1(d) 
hereof being untrue (disregarding any disclosure relating thereto in the 
Company Disclosure Schedule). 
 
                      (e) No Injunctions or Restraints. No judgment, order, 
decree, statute, law, ordinance, rule or regulation, entered, enacted, 
promulgated, enforced or issued by any court or other Governmental Entity 
of competent jurisdiction or other legal restraint or prohibition 
(collectively, "Restraints") shall be in effect (i) preventing the 
consummation of the Merger, or (ii) which otherwise is reasonably likely to 
have a material adverse effect on the Company or Parent, as applicable; 
provided, however, that each of the parties shall have used its best 
efforts to prevent the entry of any such Restraints and to appeal as 
promptly as possible any such Restraints that may be entered. 
 
                      (f) Form S-4. The Form S-4 shall have become 
effective under the Securities Act and no stop order or proceedings seeking 
a stop order shall have been entered or be pending by the SEC. 
 
                      (g) Stock Exchange Listing. The shares of Parent 
Common Stock issuable to the Company's stockholders (i) as contemplated by 
Article II or (ii) upon exercise of the Adjusted Options pursuant to 
Section 5.6 shall have been approved for listing on the NYSE, subject to 
official notice of issuance. 
 
               SECTION 6.2 Conditions to Obligations of Parent. The 
obligation of Parent to effect the Merger is further subject to 
satisfaction or waiver of the following conditions: 
 
                      (a) Representations and Warranties. The 
representations and warranties of the Company set forth herein (i) that are 
qualified as to materiality shall be true and correct at and as of the 
Closing Date, as if made at and as of such time (except to the extent 



expressly made as of an earlier date, in which case as of such date), and 
(ii) that are not qualified as to materiality shall be true and correct at 
and as of the Closing Date, as if made at and as of such time (except to 
the extent expressly made as of an earlier date, in which case as of such 
date) in all material respects. 
 
                      (b) Performance of Obligations of the Company. The 
Company shall have performed in all material respects all obligations 
required to be performed by it at or prior to the Closing Date under this 
Agreement and in connection with the DevCo. Distribution. 
 
                      (c) Regulatory Condition. No condition or requirement 
has been imposed by one or more Governmental Entities in connection with 
any required approval by them of the Merger relating to the transactions 
contemplated hereunder which, either alone or together with all such other 
conditions or requirements requires the Company or its subsidiaries to be 
operated in a manner which is materially different from industry standards 
in effect or which is different from the manner in which the Company 
currently conducts its operations on the date hereof and which materially 
adversely affects the business, financial condition or results of 
operations or prospects of the Company and its subsidiaries, taken as a 
whole, or their businesses, other than their commercial finance businesses, 
taken as a whole. 
 
                      (d) Resignation and Appointment of the Directors of 
the Trustee. The Company shall have obtained the resignations of the 
Company Directors from the Trustee Board and shall have appointed the 
Parent Directors to the Trustee Board, subject to consummation of the 
Merger and acceptance of such appointment. 
 
               SECTION 6.3 Conditions to Obligations of the Company. The 
obligation of the Company to effect the Merger is further subject to 
satisfaction or waiver of the following conditions: 
 
                      (a) Representations and Warranties. The 
representations and warranties of Parent set forth herein (i) that are 
qualified as to materiality shall be true and correct at and as of the 
Closing Date, as if made at and as of such time (except to the extent 
expressly made as of an earlier date, in which case as of such date), and 
(ii) that are not qualified as to materiality shall be true and correct at 
and as of the Closing Date, as if made at and as of such time (except to 
the extent expressly made as of an earlier date, in which case as of such 
date) in all material respects. 
 
                      (b) Performance of Obligations of Parent. Parent 
shall have performed in all material respects all obligations required to 
be performed by it at or prior to the Closing Date under this Agreement. 
 
                                ARTICLE VII 
 
                     TERMINATION, AMENDMENT AND WAIVER 
 
               SECTION 7.1 Termination. This Agreement may be terminated at 
any time prior to the Effective Time, and whether before or after the 
Company Stockholder Approval: 
 
                      (a) by mutual written consent of Parent and the 
Company; 
 
                      (b) by either Parent or the Company: 
 
                             (i) if the Merger shall not have been 
        consummated by March 31, 2001, provided, however, that the right to 
        terminate this Agreement pursuant to this Section 7.1(b) shall not 
        be available to any party whose failure to perform any of its 
        obligations under this Agreement results in the failure of the 
        Merger to be consummated by such time; provided, further, that such 
        a date may be extended for not more than 30 days, by either party, 
        by written notice to the (x) other party if the Merger shall not 
        have been consummated solely as a result of the condition set forth 
        in Section 6.1(c) failing to have been satisfied and the extending 
        party reasonably believes that the relevant approvals will be 
        obtained during such extension period or (y) the delivery by Parent 
        of the Closing Extension Notice; 
 
                             (ii) if the Company Stockholder Approval shall 
        not have been obtained at the Company Stockholders Meeting duly 
        convened therefor or at any adjournment or postponement thereof; or 
 
                             (iii) if any Restraint having any of the 
        effects set forth in Section 6.1(d) shall be in effect and shall 
        have become final and nonappealable; provided, that the party 
        seeking to terminate this Agreement pursuant to this Section 
        7.1(b)(iii) shall have used best efforts to prevent the entry of 
        and to remove such Restraint; 
 
                      (c) by Parent, if the Company shall have failed to 



make the Company Recommendation in the Proxy Statement or effected a Change 
in the Company Recommendation (or resolved to take any such action), 
whether or not permitted by the terms hereof, or shall have breached its 
obligations under this Agreement by reason of a failure to call or convene 
the Company Stockholders Meeting in accordance with Section 5.1(d); 
 
                      (d) by the Company in accordance with Section 4.3(b); 
provided, that in order for the termination of this Agreement pursuant to 
this paragraph (d) to be deemed effective, the Company shall have complied 
with all provisions of Section 4.3, including the notice provisions 
therein, and with applicable requirements, including the payment of the fee 
referred to in paragraph (b)(iv) of Section 5.8; or 
 
               The party desiring to terminate this Agreement pursuant to 
clause (b), (c) or (d) of this Section 7.1 shall give written notice of 
such termination to the other party in accordance with Section 8.2, 
specifying the provision hereof pursuant to which such termination is 
effected. 
 
               SECTION 7.2 Effect of Termination. In the event of 
termination of this Agreement by either the Company or Parent as provided 
in Section 7.1, this Agreement shall forthwith become void and have no 
effect, without any liability or obligation on the part of Parent or the 
Company, other than the provisions of Section 3.1(z), Section 3.2(f), the 
last sentence of Section 5.4(a), Section 5.8, this Section 7.2 and Article 
VIII, which provisions survive such termination, provided, however, that 
nothing herein (including the payment of any amounts pursuant to Section 
5.8 hereof) shall relieve any party from any liability for any willful or 
material breach by a party of any of its representations, warranties, 
covenants or agreements set forth in this Agreement. 
 
               SECTION 7.3 Amendment. This Agreement may be amended by the 
parties at any time before or after the Company Stockholder Approval; 
provided, however, that after such approval, there shall not be made any 
amendment that by law requires further approval by the stockholders of the 
Company without the further approval of such stockholders. This Agreement 
may not be amended except by an instrument in writing signed on behalf of 
all of the parties. 
 
               SECTION 7.4 Extension; Waiver. At any time prior to the 
Effective Time, a party may (a) extend the time for the performance of any 
of the obligations or other acts of the other party, (b) waive any 
inaccuracies in the representations and warranties of the other party 
contained in this Agreement or in any document delivered pursuant to this 
Agreement or (c) subject to the proviso of Section 7.3, waive compliance by 
the other party with any of the agreements or conditions contained in this 
Agreement. Any agreement on the part of a party to any such extension or 
waiver shall be valid only if set forth in an instrument in writing signed 
on behalf of such party. The failure of any party to this Agreement to 
assert any of its rights under this Agreement or otherwise shall not 
constitute a waiver of such rights. 
 
               SECTION 7.5 Procedure for Termination. A termination of this 
Agreement pursuant to Section 7.1 shall, in order to be effective, require, 
in the case of Parent or the Company, action by its Board of Directors. 
 
 
                                ARTICLE VIII 
 
                             GENERAL PROVISIONS 
 
               SECTION 8.1 Nonsurvival of Representations and Warranties. 
None of the representations and warranties in this Agreement or in any 
instrument delivered pursuant to this Agreement shall survive the Effective 
Time. This Section 8.1 shall not limit any covenant or agreement of the 
parties which by its terms contemplates performance after the Effective 
Time. 
 
               SECTION 8.2 Notices. All notices, requests, claims, demands 
and other communications under this Agreement shall be in writing and shall 
be deemed given if delivered personally, telecopied (which is confirmed) or 
sent by overnight courier (providing proof of delivery) to the parties at 
the following addresses (or at such other address for a party as shall be 
specified by like notice): 
 
                      (a)    if to Parent or Merger Sub, to 
 
                             Cendant Corporation 
                             Six Sylvan Way 
                             Parsippany, NJ  07054 
 
                             Telecopy No.:  (973) 496-5335 
                             Attention:   General Counsel 
 
                             with a copy to: 
 
                             Skadden, Arps, Slate, Meagher & Flom LLP 



                             Four Times Square 
                             New York, New York 10036 
 
                             Telecopy No.: (212) 735-2000 
                             Attention:    David Fox 
 
                      (b)    if to the Company, to 
 
                             Fairfield Communities, Inc. 
                             8669 Commodity Circle 
                             #200 
                             Orlando, Florida 32819 
 
                             Telecopy No.: (407) 370-5222 
                             Attention:    General Counsel 
 
                             with a copy to: 
 
                             Jones, Day, Reavis & Pogue 
                             2727 North Harwood Street 
                             Dallas, Texas 75201 
 
                             Telecopy No.: (214) 969-5100 
                             Attention:   Mark V. Minton 
 
               SECTION 8.3    Definitions.  For purposes of this Agreement: 
 
                      (a) an "affiliate" of any person means another person 
that directly or indirectly, through one or more intermediaries, controls, 
is controlled by, or is under common control with, such first person, where 
"control" means the possession, directly or indirectly, of the power to 
direct or cause the direction of the management policies of a person, 
whether through the ownership of voting securities, by contract, as trustee 
or executor, or otherwise; provided, that in the case of the Company, the 
Trust shall be deemed an affiliate. 
 
                      (b) "material adverse change" or "material adverse 
effect" means, when used in connection with the Company, Parent, an 
Association, the Trust or the Trustee, any change, effect, event, 
occurrence or state of facts that is, or would reasonably be expected to 
be, materially adverse to the business, financial condition or results of 
operations or prospects of such party and its subsidiaries taken as a 
whole. 
 
                      (c) "material business impact" means any change, 
effect, event, occurrence or state of facts that, individually or in the 
aggregate with any other change, effect, event, occurrence or state of 
facts, is, or is reasonably likely to constitute or result in (i) loss 
(including a loss of a benefit or right) or damage that is material to the 
Company and its subsidiaries taken as a whole, (ii) impairment of or 
interference in the ability of the Company or any of its subsidiaries to 
conduct or operate their businesses as conducted or operated prior to the 
date hereof, other than an impairment or interference which is not 
significant to the Company and its subsidiaries taken as a whole, (iii) 
detriment to the Company's good standing or reputation, (iv) an increase in 
payments due to any employee in violation of Section 4.1(xiii) or Section 
4.1(xiv) or (v) a material delay in the transactions contemplated hereby. 
 
                      (d) "person" means an individual, corporation, 
partnership, limited liability company, joint venture, association, trust, 
unincorporated organization or other entity. 
 
                      (e) a "subsidiary" of any person means another 
person, an amount of the voting securities, other voting ownership or 
voting partnership interests of which is sufficient to elect at least a 
majority of its Board of Directors or other governing body (or, if there 
are no such voting interests, 50% or more of the equity interests of which) 
is owned directly or indirectly by such first person. 
 
                      (f) "knowledge" of any person which is not an 
individual means the actual knowledge of such person's executive officers 
or directors, after due reasonable investigation. 
 
                      (g) "VOI Laws" means the applicable provisions of (i) 
the Consumer Credit Protection Act; (ii) Regulation Z of the Federal 
Reserve Board; (iii) the Equal Credit Opportunity Act; (iv) Regulation B of 
the Federal Reserve Board; (v) the Federal Trade Commission's 3-day 
cooling-off Rule for Door-to-Door Sales; (vi) Section 5 of the Federal 
Trade Commission Act; (vii) the Interstate Land Sales Full Disclosure Act; 
(viii) the federal postal laws; (ix) usury laws; (x) trade practices, home 
and telephone solicitation, sweepstakes, anti- lottery and consumer credit 
and protection laws; (xi) real estate sales licensing, disclosure, 
reporting condominium and timeshare and escrow laws; (xii) the Americans 
With Disabilities Act and related accessibility guidelines; (xiii) the Real 
Estate Settlement Procedures Act; (xiv) the Truth-in-Lending Act; (xv) the 
Fair Housing Act; (xvi) Regulation X; (xvii) Civil Rights Act of 1964 and 
1968; (xviii) state condominium timeshare, and seller of travel laws, (xix) 



Federal Fair Debt Collection Practices Act and applicable state debt 
collection laws and (xx) any state laws concerning construction, escrow or 
surety bonds. 
 
               SECTION 8.4 Interpretation. When a reference is made in this 
Agreement to an Article, Section or Exhibit, such reference shall be to an 
Article or Section of, or an Exhibit to, this Agreement unless otherwise 
indicated. The table of contents and headings contained in this Agreement 
are for reference purposes only and shall not affect in any way the meaning 
or interpretation of this Agreement. Whenever the words "include," 
"includes" or "including" are used in this Agreement, they shall be deemed 
to be followed by the words "without limitation." The words "hereof," 
"herein" and "hereunder" and words of similar import when used in this 
Agreement shall refer to this Agreement as a whole and not to any 
particular provision of this Agreement. All terms defined in this Agreement 
shall have the defined meanings when used in any certificate or other 
document made or delivered pursuant hereto unless otherwise defined 
therein. The definitions contained in this Agreement are applicable to the 
singular as well as the plural forms of such terms and to the masculine as 
well as to the feminine and neuter genders of such term. Any agreement, 
instrument or statute defined or referred to herein or in any agreement or 
instrument that is referred to herein means, in the case of any agreement 
or instrument, such agreement or instrument as from time to time amended, 
modified or supplemented, including by waiver or consent and, in the case 
of statutes, such statutes as in effect on the date of this Agreement. 
References to a person are also to its permitted successors and assigns. 
The parties have participated jointly in the negotiation and drafting of 
this Agreement. In the event an ambiguity or question of intent or 
interpretation arises, this Agreement shall be construed as if drafted 
jointly by the parties and no presumption or burden of proof shall arise 
favoring or disfavoring any party by virtue of the authorship of any of the 
provisions of this Agreement. Any reference to any federal, state, local or 
foreign statute or law shall be deemed to also refer to any amendments 
thereto and all rules and regulations promulgated thereunder, unless the 
context requires otherwise. 
 
               SECTION 8.5 Counterparts. This Agreement may be executed in 
one or more counterparts, all of which shall be considered one and the same 
agreement and shall become effective when one or more counterparts have 
been signed by each of the parties and delivered to the other parties. A 
facsimile copy of a signature page shall be deemed to be an original 
signature page. 
 
               SECTION 8.6 Entire Agreement; No Third-Party Beneficiaries. 
This Agreement (including the documents and instruments referred to herein) 
and the Confidentiality Agreement (a) constitute the entire agreement, and 
supersede all prior agreements and understandings, both written and oral, 
between the parties with respect to the subject matter of this Agreement 
and (b) except for the provisions of Section 5.7, are not intended to 
confer upon any person other than the parties any rights or remedies. 
 
               SECTION 8.7 Governing Law. This Agreement shall be governed 
by, and construed in accordance with, the laws of the State of Delaware, 
regardless of the laws that might otherwise govern under applicable 
principles of conflict of laws thereof. 
 
               SECTION 8.8 Assignment. Neither this Agreement nor any of 
the rights, interests or obligations under this Agreement shall be 
assigned, in whole or in part, by operation of law or otherwise by any of 
the parties hereto without the prior written consent of the other parties, 
provided, however, that Parent may assign Merger Sub's rights and 
obligations, in whole or in part, under this Agreement to any other 
newly-formed subsidiary of Parent with no assets or liabilities, which is 
wholly owned by Parent or by Parent's wholly-owned subsidiary, as the case 
may be, in which event the assignee shall be considered Merger Sub for 
purposes of this Agreement. Any assignment in violation of the preceding 
sentence shall be void. Subject to the preceding two sentences, this 
Agreement will be binding upon, inure to the benefit of, and be enforceable 
by, the parties and their respective successors and assigns. 
 
               SECTION 8.9 Consent to Jurisdiction. Each of the parties 
hereto irrevocably agrees that any action, suit, claim or other legal 
proceeding with respect to this Agreement or in respect of the transactions 
contemplated hereby brought by any other party hereto or its successors or 
assigns shall be brought and determined in any state or federal court 
located in the State of Delaware or any appeals courts thereof (the 
"Delaware Courts"), and each of the parties hereto irrevocably submits with 
regard to any such proceeding for itself and in respect to its property, 
generally and unconditionally, to the exclusive jurisdiction of the 
Delaware Courts. Each of the parties hereto irrevocably waives, and agrees 
not to assert, by way of motion, as a defense, counterclaim or otherwise, 
in any action or proceeding with respect to this Agreement, (a) any claim 
that it is not personally subject to the jurisdiction of the Delaware 
Courts for any reason, (b) that it or its property is exempt or immune from 
jurisdiction of any Delaware Court or from any legal process commenced in 
any Delaware Court (whether through service of notice, attachment before 
judgment, attachment in aid of execution of judgment, execution of judgment 



or otherwise) and (c) to the fullest extent permitted by applicable law, 
that (i) the proceeding in any Delaware Court is brought in an inconvenient 
forum, (ii) the venue of such proceeding is improper or (iii) this 
Agreement, or the subject matter hereof, may not be enforced in or by a 
Delaware Court. Notwithstanding the foregoing, each of the parties hereto 
agrees that the other party shall have the right to bring any action or 
proceeding for enforcement of a judgment entered by the Delaware Courts in 
any other court or jurisdiction. 
 
               SECTION 8.10 Headings. The headings contained in this 
Agreement are for reference purposes only and shall not affect in any way 
the meaning or interpretation of this Agreement. 
 
               SECTION 8.11 Severability. If any term or other provision of 
this Agreement is invalid, illegal or incapable of being enforced by any 
rule of law or public policy, all other conditions and provisions of this 
Agreement shall nevertheless remain in full force and effect. Upon such 
determination that any term or other provision is invalid, illegal or 
incapable of being enforced, the parties hereto shall negotiate in good 
faith to modify this Agreement so as to effect the original intent of the 
parties as closely as possible to the fullest extent permitted by 
applicable law in an acceptable manner to the end that the transactions 
contemplated hereby are fulfilled to the extent possible. 
 
               SECTION 8.12 Enforcement. The parties agree that irreparable 
damage would occur in the event that any of the provisions of this 
Agreement were not performed in accordance with their specific terms or 
were otherwise breached. It is accordingly agreed that the parties shall be 
entitled to an injunction or injunctions to prevent breaches of this 
Agreement and to enforce specifically the terms and provisions of this 
Agreement, this being in addition to any other remedy to which they are 
entitled at law or in equity. 
 
        IN WITNESS WHEREOF, Parent, the Company and Merger Sub have caused 
this Agreement to be signed by their respective officers thereunto duly 
authorized, all as of the date first written above. 
 
 
 
                                    CENDANT CORPORATION. 
 
 
                                    By  /s/ James E. Buckman 
                                      ---------------------------------------- 
                                    Name:   James E. Buckman 
                                    Title:  Vice Chairman, General Counsel 
                                            and Assistant Secretary 
 
 
                                    FAIRFIELD COMMUNITIES, INC. 
 
 
                                    By  /s/ James G. Berk 
                                      ---------------------------------------- 
                                    Name:   James G. Berk 
                                    Title:  President and CEO 
 
 
 
                                    GRAND SLAM ACQUISITION CORP. 
 
 
                                    By  /s/ James E. Buckman 
                                      ---------------------------------------- 
                                    Name:   James E. Buckman 
                                    Title:  Executive Vice President 
                                            and Assistant Secretary 
 
 



 
                           STOCK OPTION AGREEMENT 
 
        STOCK OPTION AGREEMENT (this "Agreement"), dated November 1, 2000, 
between Fairfield Communities, Inc., a Delaware corporation (the 
"Company"), and Cendant Corporation, a Delaware corporation ("Cendant"). 
 
        WHEREAS, the Company, Cendant and Grand Slam Acquisition Corp., a 
Delaware corporation and a subsidiary of the Company ("Merger Sub"), are 
entering into a Merger Agreement of even date herewith (the "Merger 
Agreement", terms defined therein and not otherwise defined herein having 
the same meanings when used herein), which provides, among other things, 
that upon the terms and subject to the conditions contained therein, Merger 
Sub will be merged (the "Merger") with and into the Company; and 
 
        WHEREAS, the Company has agreed, in order to induce Cendant to 
enter into the Merger Agreement, to grant the Option (as hereinafter 
defined). 
 
        NOW THEREFORE, in consideration of the premises and the 
representations, warranties, mutual covenants and agreements set forth 
herein and in the Merger Agreement, and other good and valuable 
consideration, the receipt and sufficiency of which are hereby 
acknowledged, the parties hereto, intending to be legally bound hereby, 
agree as follows: 
 
1. Grant of Option. The Company hereby grants Cendant an irrevocable option 
(the "Option") to purchase, subject to the terms and conditions set forth 
herein, up to 8,448,027 shares (the "Company Shares") of common stock of 
the Company, par value $0.01 per share (the "Company Common Stock"), 
together with the rights (the "Rights") associated with such shares issued 
pursuant to the Rights Agreement, dated as of September 1, 1992, as 
amended, between the Company and The First National Bank of Boston (as 
successor of Society National Bank), as Rights Agent (the "Rights 
Agreement"), in the manner set forth below at a price equal to the value, 
based on the Average Trading Price, of the Merger Consideration per share 
(the "Exercise Price"); provided, however, that if the Company Stockholders 
Meeting shall not have occurred, the Exercise Price shall be calculated 
using an Average Trading Price equal to the arithmetic average of the 4:00 
p.m. Eastern Time closing sales prices of Parent Common Stock reported on 
the NYSE Composite Tape for the 20 consecutive Trading Days ending on (and 
including) the Trading Day immediately prior to the date of the Exercise 
Notice (as defined herein); provided, further, that in no event shall the 
number of shares of the Company Common Stock for which the Option is 
exercisable exceed 19.9% of the Company's issued and outstanding shares of 
the Company Common Stock. References herein to the Company Shares shall 
also be deemed to include the associated Rights. 
 
2. Exercise of Option. The Option may be exercised by Cendant, in whole or 
in part, at any time or from time to time. In the event Cendant wishes to 
exercise the Option, Cendant shall deliver to the Company a written notice 
(an "Exercise Notice") specifying the total number of the Company Shares it 
wishes to purchase and a date and time for the closing of such purchase (a 
"Closing"), which date shall not be less than two nor more than thirty days 
after the later of (x) the date such Exercise Notice is given and (y) the 
expiration or termination of any applicable waiting period under the HSR 
Act. The Option shall terminate upon the earliest of: (i) the Effective 
Time; (ii) the termination of the Merger Agreement pursuant to Section 7.1 
thereof (other than a termination in connection with which Cendant is or 
may be entitled to the payment specified in Section 5.8 thereof); and (iii) 
5:00 p.m., New York City time, on the date that is the one year anniversary 
of the termination of the Merger Agreement in connection with which Cendant 
is or may be entitled to the payment specified in Section 5.8 thereof or 
if, at the expiration of such one year period, the Option cannot be 
exercised by reason of any applicable judgment, decree, order, law or 
regulation, ten business days after such impediment to exercise shall have 
been removed or shall have become final and not subject to appeal. 
 
3. Conditions to Closing. The obligation of the Company to issue the 
Company Shares to Cendant hereunder is subject to the conditions that (i) 
all waiting periods, if any, under the HSR Act applicable to the issuance 
of the Company Shares hereunder shall have expired or have been terminated 
and (ii) no statute, rule or regulation shall be in effect, and no order, 
decree or injunction entered by any court of competent jurisdiction or 
governmental entity in the United States shall be in effect, that prohibits 
or restrains the exercise of the Option pursuant to the terms of this 
Agreement. 
 
4. Closing. At any Closing, (a) upon receipt of the payment provided for by 
this Section 4, the Company will deliver to Cendant a single certificate in 
definitive form representing the number of the Company Shares designated by 
Cendant in its Exercise Notice, such certificate to be registered in the 
name of Cendant and to bear the legend set forth in Section 12 of this 
Agreement, and (b) Cendant will deliver to the Company the aggregate price 
for the Company Shares so designated in an amount equal to the product 
obtained by multiplying the Exercise Price by the number of Company Shares 
to be purchased by wire transfer of immediately available funds payable to 



the Company pursuant to the Company's instructions. At any Closing at which 
Cendant is exercising the Option in part, Cendant shall present and 
surrender this Agreement to the Company, and the Company shall deliver to 
Cendant an executed new agreement with the same terms as this Agreement 
evidencing the right to purchase the balance of the shares of the Company 
Common Stock purchasable hereunder. 
 
5. Representations and Warranties of the Company. The Company represents 
and warrants to Cendant that (a) the Company is a corporation duly 
incorporated, validly existing and in good standing under the laws of the 
State of Delaware and has the corporate power and authority to enter into 
this Agreement and to carry out its obligations hereunder, (b) the 
execution and delivery of this Agreement by the Company and the 
consummation by the Company of the transactions contemplated hereby have 
been duly authorized by all necessary corporate action on the part of the 
Company and no other corporate proceedings on the part of the Company are 
necessary to authorize this Agreement or any of the transactions 
contemplated hereby, (c) this Agreement has been duly executed and 
delivered by the Company, constitutes a valid and binding obligation of the 
Company and, assuming this Agreement constitutes a valid and binding 
obligation of Cendant, is enforceable against the Company in accordance 
with its terms, except as enforcement may be limited by bankruptcy, 
insolvency, reorganization, moratorium or other similar laws affecting the 
enforcement of creditors' rights generally, the availability of injunctive 
relief and other equitable remedies, and limitations imposed by law on 
indemnification for liability under securities laws, (d) the Company has 
taken all necessary corporate action to authorize and reserve for issuance 
and to permit it to issue, upon exercise of the Option, and at all times 
from the date hereof through the expiration of the Option will have 
reserved, 8,448,027 unissued Company Shares and such other shares of the 
Company Common Stock or other securities which may be issued pursuant to 
Section 10 of this Agreement, all of which, upon their issuance, payment 
and delivery in accordance with the terms of this Agreement, will be 
validly issued, fully paid and nonassessable, and free and clear of all 
claims, liens, charges, encumbrances and security interests of any nature 
whatsoever (other than those (i) created by or through Cendant, or any of 
its affiliates, (ii) which arise under this Agreement, or (iii) which arise 
under the Securities Act of 1933, as amended (the "Securities Act") or any 
applicable state securities laws), (e) the execution and delivery of this 
Agreement by the Company does not, and the performance of this Agreement by 
the Company will not, conflict with, or result in any violation of, or 
default (with or without notice or lapse of time, or both) under, or give 
rise to a right of termination, cancellation or acceleration of any 
obligation or the loss of a material benefit under, or the creation of a 
lien, pledge, security interest or other encumbrance on assets pursuant to 
(any such conflict, violation, default, right of termination, cancellation 
or acceleration, loss or creation, a "Violation"), (A) any provision of the 
Certificate of Incorporation or By-laws of the Company, (B) any provisions 
of any loan or credit agreement, note, mortgage, indenture, lease, benefit 
plan or other agreement, obligation, instrument, permit, concession, 
franchise, license of or applicable to the Company, or (C) any judgment, 
order, decree, statute, law, ordinance, rule or regulation applicable to 
the Company or its properties or assets, which Violation, in the case of 
each of clauses (B) and (C), individually or in the aggregate would prevent 
or materially delay the exercise by Cendant of the Option or any other 
right of Cendant under this Agreement, or (f) the execution and delivery of 
this Agreement by the Company does not, and the performance of this 
Agreement by the Company will not result in a "Triggering Event" under the 
Rights Agreement, and (g) except as described in Section 3.1(d) of the 
Merger Agreement or this Agreement, and other than the HSR Act and, with 
respect to Section 9 hereof, compliance with the provisions of the 
Securities Act and any applicable state securities laws, the execution and 
delivery of this Agreement by the Company does not, and the performance of 
this Agreement by the Company will not, require any consent, approval, 
authorization or permit of, or filing with or notification to, any 
governmental or regulatory authority. 
 
6. Representations and Warranties of Cendant. Cendant represents and 
warrants to the Company that (a) Cendant is a corporation duly organized, 
validly existing and in good standing under the laws of the State of 
Delaware, and has the corporate power and authority to enter into this 
Agreement and to carry out its obligations hereunder, (b) the execution and 
delivery of this Agreement by Cendant and the consummation by Cendant of 
the transactions contemplated hereby have been duly authorized by all 
necessary corporate action on the part of Cendant and no other corporate 
proceedings on the part of Cendant are necessary to authorize this 
Agreement or any of the transactions contemplated hereby, (c) this 
Agreement has been duly executed and delivered by Cendant and constitutes a 
valid and binding obligation of Cendant, and, assuming this Agreement 
constitutes a valid and binding obligation of the Company, is enforceable 
against Cendant in accordance with its terms, except as enforcement may be 
limited by bankruptcy, insolvency, reorganization, moratorium or other 
similar laws affecting the enforcement of creditors' rights generally and 
the availability of injunctive relief and other equitable remedies and 
limitations imposed by law on indemnification for liability under 
applicable securities laws, (d) the execution and delivery of this 
Agreement by Cendant does not, and the performance of this Agreement by 



Cendant will not, result in any Violation pursuant to (A) any provision of 
the charter documents of Cendant, (B) any provisions of any loan or credit 
agreement, note, mortgage, indenture, lease, or other agreement, 
obligation, instrument, permit, concession, franchise, license of or 
applicable to it or (C) any judgment, order, decree, statute, law, 
ordinance, rule or regulation applicable to Cendant or its properties or 
assets, which Violation, in the case of each of clauses (B) and (C), would, 
individually or in the aggregate have a material adverse effect on 
Cendant's ability to consummate the transactions contemplated by this 
Agreement, (e) except as described in Section 3.2(c) of the Merger 
Agreement, and other than the HSR Act and, with respect to Section 9 
hereof, compliance with the provisions of the Securities Act and any 
applicable state securities laws, the execution and delivery of this 
Agreement by Cendant does not, and the performance of this Agreement by 
Cendant will not, require any consent, approval, authorization or permit 
of, or filing with or notification to, any governmental or regulatory 
authority and (f) any Company Shares acquired upon exercise of the Option 
will not be, and the Option is not being, acquired by Cendant with a view 
to public distribution or resale in any manner which would be in violation 
of federal or state securities laws. 
 
7.      Put Right. 
 
        (a) Exercise of Put. At any time during which the Option is 
exercisable pursuant to Section 2 or would be exercisable but for the 
circumstances referred to in Section 2(iii) of this Agreement (the 
"Repurchase Period"), upon demand by Cendant, Cendant shall have the right 
to sell to the Company (or any successor entity thereof) and the Company 
(or such successor entity) shall be obligated to repurchase from Cendant 
(the "Put"), all or any portion of the Option, at the price set forth in 
clause (i) below, or all or any portion of the Company Shares purchased by 
Cendant pursuant hereto, at a price set forth in clause (ii) below: 
 
               (i) the product of multiplying (A) the difference between 
               the "Market/Offer Price" for shares of the Company Common 
               Stock as of the date (the "Notice Date") the notice of 
               exercise of the Put is given to the Company (defined as the 
               higher of (x) the highest price per share offered as of the 
               Notice Date pursuant to any tender or exchange offer or 
               other Company Takeover Proposal which was made prior to the 
               Notice Date and not terminated or withdrawn as of the Notice 
               Date (the "Offer Price") and (y) the average of the closing 
               prices of shares of the Company Common Stock on the New York 
               Stock Exchange for the five trading days immediately 
               preceding the Notice Date (the "Market Price")), and the 
               Exercise Price, by (B) the number of Company Shares 
               purchasable pursuant to the Option (or portion thereof with 
               respect to which Cendant is exercising its rights under this 
               Section 7). In determining the Market/Offer Price, the value 
               of consideration other than cash or stock as provided above 
               shall be determined by a nationally recognized investment 
               banking firm selected by Cendant and reasonably acceptable 
               to the Company. 
 
               (ii) the product of multiplying (A) the Exercise Price paid 
               by Cendant for the Company Shares acquired pursuant to the 
               Option plus, assuming the Market/Offer Price is greater than 
               the Exercise Price, the difference between the Market/Offer 
               Price and the Exercise Price, by (B) the number of Company 
               Shares so purchased. 
 
        (b) Payment and Redelivery of Option or Shares. In the event 
Cendant exercises its rights under this Section 7, the Company shall, 
within two business days of the Notice Date, pay the required amount to 
Cendant by wire transfer in immediately available funds to an account 
specified by Cendant two business days prior to the date that payment is 
due and Cendant shall surrender to the Company the Option or the 
certificates evidencing the Company Shares purchased by Cendant pursuant 
hereto, and Cendant shall warrant that it owns such shares and that such 
shares are then free and clear of all liens, claims, charges and 
encumbrances of any kind or nature whatsoever. 
 
8. Restrictions on Certain Actions. Until the termination of the option 
pursuant to Section 2, the Company shall not adopt any Rights Agreement or 
shareholder rights plan or any amendment thereto in any manner which would 
cause Cendant, if Cendant has complied with its obligations under this 
Agreement and the Merger Agreement, to become an "Acquiring Person" under 
such Rights Agreement or shareholder rights plan solely by reason of the 
beneficial ownership of the Company Shares acquired pursuant to this 
Agreement. 
 
9. Registration Rights. 
 
(a) Demand. The Company will, if requested in writing (a "Registration 
Notice") by Cendant at any time and from time to time within two years of 
the exercise of the Option, as expeditiously as possible prepare and file 
registration statements under the Securities Act if such registration or 



the obtaining of a receipt for a prospectus is necessary in order to permit 
the sale or other disposition of any or all shares or other securities that 
have been acquired by or are issuable to Cendant upon exercise of the 
Option ("Registrable Securities") in accordance with the intended method of 
sale or other disposition stated by Cendant. Any such Registration Notice 
must relate to a number of Registrable Securities equal to at least twenty 
percent (20%) of Company Shares, unless the remaining number of Registrable 
Securities is less than such amount, in which case Cendant shall be 
entitled to exercise its rights hereunder but only for all of the remaining 
Registrable Securities (a "Permitted Offering"). Cendant's rights hereunder 
shall terminate at such time as Cendant shall be entitled to sell all of 
the remaining Registrable Securities pursuant to Rule 144(k) under the Act. 
The Company will use its reasonable best efforts to qualify such shares or 
other securities under any applicable state securities laws; provided, 
however, that the Company shall not be required to qualify to do business, 
consent to general service of process or submit to taxation in any 
jurisdiction by reason of this provision. The Company will use reasonable 
efforts to cause each such registration statement to become effective and 
to obtain a (final) receipt for each such prospectus, to obtain all 
consents or waivers of other parties which are required therefor, and to 
keep such registration statement or prospectus effective for such period 
not in excess of 120 calendar days from the day such registration statement 
first becomes effective or the date of the (final) receipt for such 
prospectus as may be reasonably necessary to effect such sale or other 
disposition. The obligations of the Company hereunder to file a 
registration statement or prospectus and to maintain its effectiveness may 
be suspended for up to 90 calendar days in the aggregate during any 
12-month period if the board of directors of the Company shall have 
determined that the filing of such registration statement or prospectus or 
the maintenance of its effectiveness would require premature disclosure of 
nonpublic information that would materially and adversely affect the 
Company or otherwise interfere with or adversely affect any pending or 
proposed offering of securities of the Company or any other material 
transaction involving the Company, or the Company would be required under 
the Securities Act to include audited financial statements for any period 
in such registration statement or prospectus and such financial statements 
are not yet available for inclusion in such registration statement or 
prospectus. Subject to applicable law, the expenses associated with the 
preparation and filing any registration statement or prospectus prepared 
and filed under this Section 9, and any sale covered thereby ("Registration 
Expenses"), will be paid by the Company except for underwriting discounts 
or commissions, brokers' fees and the reasonable fees and disbursements of 
one law firm acting as Cendant's counsel related thereto. In connection 
with any registration statement or prospectus pursuant to this Section 9, 
Cendant shall furnish, or cause any holder of the Option or Company Shares 
(a "Holder") to furnish, the Company with such information concerning 
itself and the proposed sale or distribution as shall reasonably be 
required in order to ensure compliance with the requirements of the 
Securities Act and to provide representations and warranties customary for 
selling stockholders who are unaffiliated with the Company. In addition, 
Cendant shall, and Cendant shall cause each Holder to contractually agree 
to, indemnify and hold the Company, its underwriters and each of their 
respective affiliates harmless against any and all losses, claims, damages, 
liabilities and expenses (including, without limitation, investigation 
expenses and fees and disbursement of counsel and accountants), joint or 
several, to which the Company, its underwriters and each of their 
respective affiliates may become subject under the Securities Act or 
otherwise, insofar as such losses, claims, damages, liabilities or expenses 
(or actions in respect thereof) arise out of or are based upon an untrue 
statement or alleged untrue statement of a material fact contained in 
written information furnished by any Holder to the Company expressly for 
use in such registration statement. 
 
(b) Piggyback. If, during the time periods referred to in the first 
sentence of subsection (a), the Company effects a registration under the 
Securities Act of the Company Common Stock for its own account or for any 
other stockholders of the Company pursuant to a firm commitment 
underwriting (other than on Form S-4 or Form S-8, or any successor form), 
it will allow Cendant the right to participate in such registration or 
qualification as long as Cendant participates in such underwriting on terms 
reasonably satisfactory to the managing underwriters of such offering, and 
such participation will not affect the obligation of the Company to effect 
demand registration statements or prospectuses for Cendant under this 
Section 9; provided, that, if the managing underwriters of such offering 
advise the Company in writing that in their opinion the number of shares of 
the Company Common Stock requested to be included in such registration or 
qualification exceeds the number that it would be in the best interests of 
the Company to sell in such offering, the Company will, after fully 
including therein all shares of Company Common Stock to be sold by the 
Company, include the shares of Company Common Stock requested to be 
included therein by Cendant pro rata (based on the number of shares of 
Company Common Stock requested to be included therein) with the shares of 
Company Common Stock requested to be included therein by persons other than 
the Company and persons to whom the Company owes a contractual obligation 
(other than any director, officer or employee of the Company to the extent 
any such person is not currently owed such contractual obligation). 
 



(c) In connection with any registration or qualification pursuant to this 
Section 9, the Company and Cendant will provide each other and any 
underwriter of the offering with customary representations, warranties, 
covenants, indemnification, and contribution in connection with such 
registration or qualification. The Company shall provide to any 
underwriters such documentation (including certificates, opinions of 
counsel and "comfort" letters from auditors) as are customary in connection 
with underwritten public offerings as such underwriters may reasonably 
require. 
 
(d) If the Company's securities of the same type as the Company Common 
Stock beneficially owned by Cendant are then authorized for quotation or 
trading or listing on The New York Stock Exchange (the "NYSE") or any other 
securities exchange or automated quotations system, the Company, upon the 
request of Cendant, shall promptly file an application, if required, to 
authorize for quotation, trading or listing such shares of the Company 
Common Stock on such exchange or system and will use its reasonable efforts 
to obtain approval, if required, of such quotation, trading or listing as 
soon as practicable. 
 
10. Adjustment Upon Changes in Capitalization. 
 
(a) In the event of any change in the Company Common Stock by reason of 
stock dividends, split-ups, mergers, recapitalizations, combinations, 
exchange of shares or the like, the type and number of shares or securities 
subject to the Option, and the purchase price per share provided in Section 
1 of this Agreement, shall be adjusted appropriately, and proper provision 
shall be made in the agreements governing such transaction so that Cendant 
shall receive, upon exercise of the Option, the number and class of shares 
or other securities or property that Cendant would have received in respect 
of the Company Common Stock if the Option had been exercised immediately 
prior to such event or the record date therefor, as applicable. In the 
event that any additional shares of Company Common Stock otherwise become 
outstanding after the date of this Agreement (other than pursuant hereto), 
the number of shares of Company Common Stock subject to the Option shall be 
increased to equal 19.9% of the number of shares of Company Common Stock 
then issued and outstanding. 
 
(b) In the event that the Company shall enter in an agreement: (i) to 
consolidate with or merge into any person, other than Cendant or another 
direct or indirect wholly-owned subsidiary of Cendant, and shall not be the 
continuing or surviving corporation of such consolidation or merger; (ii) 
to permit any person, other than Cendant or another direct or indirect 
wholly-owned subsidiary of Cendant, to merge into the Company and the 
Company shall be the continuing or surviving corporation, but, in 
connection with such merger, the then-outstanding shares of Company Common 
Stock shall be changed into or exchanged for stock or other securities of 
the Company or any other person or cash or any other property or the 
outstanding shares of Company Common Stock immediately prior to such merger 
shall after such merger represent less than 50% of the outstanding shares 
and share equivalents of the merged company; or (iii) to sell or otherwise 
transfer all or substantially all of its assets to any person, other than 
Cendant or another direct or indirect wholly-owned subsidiary of Cendant, 
then, and in each such case, the Company shall immediately so notify 
Cendant, and the agreement governing such transaction shall make proper 
provisions so that upon the consummation of any such transaction and upon 
the terms and conditions set forth herein. Cendant shall, upon exercise of 
the Option, receive for each Company Share with respect to which the Option 
has not been exercised an amount of consideration in the form of and equal 
to the per share amount of consideration that would be received by the 
holder of one share of Company Common Stock less the Exercise Price (and, 
in the event of an election or similar arrangement with respect to the type 
of consideration to be received by the holders of Company Common Stock, 
subject to the foregoing, proper provision shall be made so that the holder 
of the Option would have the same election or similar rights as would the 
holder of the number of shares of Company Common Stock for which the Option 
is then exercisable). 
 
11.     Profit Limitation. 
 
(a) Notwithstanding any other provision of this Agreement, in no event 
shall the Total Payment (as hereinafter defined) received by Cendant and 
its affiliates exceed $32,000,000 and, if it otherwise would exceed such 
amount, Cendant, at its sole election, shall either (i) reduce the number 
of shares of Company Common Stock subject to the Option, (ii) deliver to 
the Company for cancellation Company Shares previously purchased by Cendant 
(valued, for the purposes of this Section 11(a) at the average closing 
sales price per share of Company Common Stock (or if there is no sale on 
such date then the average between the closing bid and ask prices on any 
such date) as reported by the NYSE for the twenty consecutive trading days 
preceding the day on which the Total Payment exceeds $32,000,000, (iii) pay 
cash to the Company, or (iv) any combination thereof, so that the actually 
realized Total Payment shall not exceed $32,000,000 after taking into 
account the foregoing actions. 
 
(b) As used herein, the term "Total Payment" shall mean the sum (before 
taxes) of the following: (i) any amount received by Cendant pursuant to 



Section 7 hereof, (ii) (x) the net cash amounts received by Cendant 
pursuant to the sale, within twelve months following exercise of the 
Option, of Company Shares (or any other securities into which such Company 
Shares shall be converted or exchanged) to any unaffiliated party, less (y) 
the aggregate Exercise Price for such shares, (iii) any amounts received by 
Cendant upon transfer of the Option (or any portion thereof) to any 
unaffiliated party, and (iv) the amount actually received by Cendant 
pursuant to Section 5.8 of the Merger Agreement. 
 
(c) Notwithstanding any other provision of this Agreement, nothing in this 
Agreement shall affect the ability of Cendant to receive or relieve the 
Company's obligation to pay a fee pursuant to Section 5.8 of the Merger 
Agreement. 
 
12. Restrictive Legends. Each certificate representing shares of the 
Company Common Stock issued to Cendant hereunder shall include a legend in 
substantially the following form: 
 
               "THE TRANSFER OF THE SHARES REPRESENTED BY THIS CERTIFICATE 
               IS SUBJECT TO CERTAIN PROVISIONS OF AN AGREEMENT BETWEEN THE 
               REGISTERED HOLDER HEREOF AND THE COMPANY AND TO RESALE 
               RESTRICTIONS ARISING UNDER THE SECURITIES ACT OF 1933, AS 
               AMENDED. A COPY OF SUCH AGREEMENT IS ON FILE AT THE 
               PRINCIPAL OFFICE OF THE COMPANY AND WILL BE PROVIDED TO THE 
               HOLDER HEREOF WITHOUT CHARGE UPON RECEIPT BY THE COMPANY OF 
               A WRITTEN REQUEST THEREFOR." 
 
The Company shall, upon written request of the holder thereof, issue such 
holder a new certificate evidencing such Company Shares without such legend 
in the event (i) the sale of such Company Shares has been registered 
pursuant to the Securities Act, or (ii) such holder shall have delivered to 
the Company an opinion of counsel to the effect that subsequent transfers 
of such Company Shares may be effected without registration under the 
Securities Act. 
 
13. Listing and HSR Filing. The Company, upon request of Cendant, shall as 
promptly as practicable file an application to list Company Shares to be 
acquired upon exercise of the Option for listing or quotation on the NYSE 
and shall use its reasonable efforts to obtain approval for such quotation 
as promptly as practicable. Promptly after the date hereof, each of the 
parties hereto shall promptly file all required pre-merger notification and 
report forms and other documents and exhibits required to be filed under 
the HSR Act to permit the acquisition of the Cendant Shares subject to the 
Option at the earliest practicable date. 
 
14. Binding Effect; No Assignment. This Agreement shall be binding upon and 
inure to the benefit of the parties hereto and their respective successors 
and permitted assigns. Except as expressly provided for in this Agreement 
and except for any assignment by Cendant, in whole or in part, to a 
wholly-owned, direct or indirect, subsidiary of Cendant (provided that any 
such subsidiary agrees in writing to be bound by and liable for all of the 
terms, conditions and provisions contained herein that would otherwise be 
applicable to Cendant and provided further that Cendant shall remain liable 
for all of its duties and obligations hereunder in the event such 
subsidiary shall fail to perform hereunder), neither this Agreement nor the 
rights or the obligations of either party hereto are assignable in whole or 
in part (whether by operation of law or otherwise), without the written 
consent of the other party and any attempt to do so in contravention of 
this Section 14 will be void. Nothing contained in this Agreement, express 
or implied, is intended to confer upon any person other than the parties 
hereto and their respective permitted assigns any rights or remedies of any 
nature whatsoever by reason of this Agreement. 
 
15. Specific Performance. The parties recognize and agree that if for any 
reason any of the provisions of this Agreement are not performed in 
accordance with their specific terms or are otherwise breached, immediate 
and irreparable harm or injury would be caused for which money damages 
would not be an adequate remedy. Accordingly, each party agrees that, in 
addition to other remedies, the other party shall be entitled to an 
injunction or injunctions restraining any violation or threatened violation 
of the provisions of this Agreement and to enforce specifically the terms 
and provisions hereof in the Courts of the State of Delaware located in the 
County of New Castle (or, if such court lacks subject matter jurisdiction, 
any appropriate federal court in the State of Delaware (collectively, the 
"Courts") any of the appeals courts thereof. In the event that any action 
should be brought in equity to enforce the provisions of this Agreement, 
neither party will allege, and each party hereby waives the defense that 
there is adequate remedy at law. 
 
16. Entire Agreement. This Agreement and the Merger Agreement (including 
the Exhibits and Schedules thereto) constitute the entire agreement among 
the parties with respect to the subject matter hereof and supersede all 
other prior discussions, representations and warranties, agreements and 
understandings, both written and oral, among the parties or any of them 
with respect to the subject matter hereof. No prior drafts of this 
Agreement and no words or phrases from any such prior drafts shall be 
admissible into evidence in any action, suit or other proceeding involving 



this Agreement. 
 
17. Further Assurances. Subject to the terms and conditions hereof, if 
Cendant exercises the Option, or any portion thereof, in accordance with 
the terms of this Agreement, each party will execute and deliver all such 
further documents and instruments and take all such further action 
including obtaining necessary regulatory approvals and making necessary 
filings (including, without limitation, filings under the HSR Act and 
filings with the NYSE) as may be necessary in order to consummate the 
transactions contemplated hereby (including the issuance, registration and 
listing of the Company Shares). To the extent that the Option becomes 
exercisable, the Company will not take any actions which would frustrate 
the exercise of the Option. 
 
18. Interpretation. When a reference is made in this Agreement to Sections, 
such reference shall be to a Section of to this Agreement unless otherwise 
indicated. Whenever the words "include," "includes" or "including" are used 
in this Agreement, they shall be deemed to be followed by the words 
"without limitation." The words "hereof," "herein" and "herewith" and words 
of similar import shall, unless otherwise stated, be construed to refer to 
this Agreement as a whole and not to any particular provision of this 
Agreement. All terms defined in this Agreement shall have the defined 
meaning contained herein when used in any certificate or other document 
made or delivered pursuant hereto unless otherwise defined therein. The 
definitions contained in this Agreement are applicable to the singular as 
well as the plural forms of such terms and to the masculine as well as to 
the gender and neuter genders of such term. Any agreement or instrument 
defined or referred to herein or in any agreement or instrument that is 
referred to herein means such agreement or instrument as from time to time 
amended, modified or supplemented and attachments thereto and instruments 
incorporated therein. References to a person are also to its permitted 
successors and assigns. The parties have participated jointly in the 
negotiation and drafting of this Agreement. In the event an ambiguity or 
question of intent or interpretation arises, this Agreement shall be 
construed as if drafted jointly by the parties and no presumption or burden 
of proof shall arise favoring or disfavoring any party by virtue of the 
authorship of any of the provisions of this Agreement. Any reference to any 
federal, state, local or foreign statute or law shall be deemed to also to 
refer to any amendments thereto and all rules and regulations promulgated 
thereunder, unless the context requires otherwise. 
 
19. Severability. The invalidity or unenforceability of any provision of 
this Agreement shall not affect the validity or enforceability of the other 
provisions of this Agreement, which shall remain in full force and effect. 
In the event any court or other competent authority holds any provision of 
this Agreement to be null, void or unenforceable, under any present or 
future law, public policy or order, and if the rights or obligations of any 
party hereto under this Agreement or the Merger Agreement, and the economic 
or legal substance of the transactions contemplated hereby and thereby, 
will not be materially and adversely affected thereby, (i) such provision 
will be fully severable and (ii) this Agreement will be construed and 
enforced as if such illegal, invalid or unenforceable provision had never 
comprised a part hereof. Upon such determination that any term or other 
provision is invalid, illegal or incapable of being enforced, the parties 
hereto shall negotiate in good faith the execution and delivery of an 
amendment to this Agreement in order to the maximum extent possible to 
effectuate, to the extent permitted by law, the intent of the parties 
hereto with respect to such provision. Each party agrees that, should any 
court or other competent authority hold any provision of this Agreement or 
part hereof to be null, void or unenforceable, or order any party to take 
any action inconsistent herewith, or not take any action required herein, 
the other party shall not be entitled to specific performance of such 
provision or part hereof or to any other remedy, including but not limited 
to money damages, for breach hereof or of any other provision of this 
Agreement or part hereof as the result of such holding or order. 
 
20. Notices. Any notice, request, claim, demand or communication required 
or permitted hereunder shall be in writing and either delivered personally, 
telegraphed or telecopied or sent by certified or registered mail, postage 
prepaid, and shall be deemed to be given, dated and received (a) on the 
date of delivery if delivered personally, including by courier, (b) upon 
receipt if delivered by registered or certified mail, return receipt 
requested, postage prepaid or (c) upon receipt if sent by facsimile 
transmission, provided that any notice received by telecopy or otherwise at 
the addressee's location on any business day after 5:00 p.m. (addressee's 
local time) shall be deemed to have been received at 9:00 a.m. (addressee's 
local time) on the next business day. Any party to this Agreement may 
notify any other party of any changes to the address or any of the other 
details specified in this paragraph, provided that such notification shall 
only be effective on the date specified in such notice or five business 
days after the notice is given, whichever is later. Rejection or other 
refusal to accept or the inability to deliver because of changed address of 
which no notice was given shall be deemed to be receipt of the notice as of 
the date of such rejection, refusal or inability to deliver. All notices 
hereunder shall be delivered to the parties to the addresses or facsimile 
numbers set forth below, or pursuant to such other instructions as may be 
designated in writing by the party to receive such notice: 



 
        If to the Company to: 
 
        Fairfield Communities, Inc. 
        8669 Commodity Circle 
        #200 
        Orlando, Florida 32819 
        Facsimile No.: (407) 370-5222 
        Attention: General Counsel 
 
        with a copy to (which shall not constitute notice): 
 
        Jones, Day, Reavis & Pogue 
        2727 North Harwood Street 
        Dallas, Texas 75201 
        Facsimile No.: (214) 969-5100 
        Attention: Mark V. Minton 
 
        If to Cendant: 
 
        Cendant Corporation 
        Six Sylvan Way 
        Parsippany, NJ  07054 
        Facsimile No.: (973) 496-5335 
        Attention: General Counsel 
 
        with a copy to (which shall not constitute notice): 
 
        Skadden, Arps, Slate, Meagher & Flom LLP 
        Four Times Square 
        New York, NY 10036-6522 
        Facsimile No.: (212) 735-2000 
        Attention:   David Fox 
 
21. Governing Law. This Agreement shall be governed by and construed in 
accordance with the laws of the State of Delaware applicable to contracts 
executed and to be performed fully within such State, without giving effect 
to the principles of conflicts or choice of law thereof or any other 
jurisdiction. 
 
22. Headings. The headings contained in this Agreement are for reference 
purposes only and shall not affect in any way the meaning or interpretation 
of this Agreement. 
 
23. Counterparts. This Agreement may be executed in one or more 
counterparts, all of which shall be considered one and the same agreement 
and shall become effective when one or more counterparts have been signed 
by each of the parties and delivered to the other parties. A facsimile copy 
of a signature page shall be deemed to be an original signature page. 
 
24. Expenses. Except as otherwise expressly provided herein or in the 
Merger Agreement, all costs and expenses incurred by a party in connection 
with the transactions contemplated by this Agreement, including fees and 
expenses of its own financial consultants, investment bankers, accountants 
and counsel, shall be paid by the party incurring such expenses. 
 
25. Amendments; Waiver. This Agreement may be amended by the parties hereto 
and the terms and conditions hereof may be waived only by an instrument in 
writing signed on behalf of each of the parties hereto, or, in the case of 
a waiver, by an instrument in writing signed on behalf of the party waiving 
compliance. 
 
26. Consent to Jurisdiction. Each of the parties hereto irrevocably agrees 
that any action, suit, claim or other legal proceeding with respect to this 
Agreement or in respect of the transactions contemplated hereby brought by 
any other party hereto or its successors or assigns shall be brought and 
determined in any state or federal court located in the State of Delaware 
or any appeals courts thereof (the "Delaware Courts"), and each of the 
parties hereto irrevocably submits with regard to any such proceeding for 
itself and in respect to its property, generally and unconditionally, to 
the exclusive jurisdiction of the Delaware Courts. Each of the parties 
hereto irrevocably waives, and agrees not to assert, by way of motion, as a 
defense, counterclaim or otherwise, in any action or proceeding with 
respect to this Agreement, (a) any claim that it is not personally subject 
to the jurisdiction of the Delaware Courts for any reason, (b) that it or 
its property is exempt or immune from jurisdiction of any Delaware Court or 
from any legal process commenced in any Delaware Court (whether through 
service of notice, attachment before judgment, attachment in aid of 
execution of judgment, execution of judgment or otherwise) and (c) to the 
fullest extent permitted by applicable law, that (i) the proceeding in any 
Delaware Court is brought in an inconvenient forum, (ii) the venue of such 
proceeding is improper or (iii) this Agreement, or the subject matter 
hereof, may not be enforced in or by a Delaware Court. Notwithstanding the 
foregoing, each of the parties hereto agrees that the other party shall 
have the right to bring any action or proceeding for enforcement of a 
judgment entered by the Delaware Courts in any other court or jurisdiction. 
 



27. Remedies Cumulative. Except as otherwise herein provided, the rights 
and remedies herein provided shall be cumulative and not exclusive of any 
rights or remedies provided by applicable law. 
 
28. Entire Agreement; No Third Party Beneficiaries. This Agreement 
constitutes the entire agreement, and supersedes all prior agreements and 
understandings, both written and oral, between the parties with respect to 
the subject matter of this Agreement. The terms and provisions of this 
Agreement are intended solely for the benefit of each party hereto and 
their respective successors or permitted assigns, and except as otherwise 
expressly provided for herein, it is not the intention of the parties to 
confer third-party beneficiary rights upon any other person. 
 
29. Limitations on Warranties. 
 
(a) Except for the representations and warranties contained in this 
Agreement and the Merger Agreement, the Company makes no other express or 
implied representation or warranty to Cendant. Cendant acknowledges that, 
in entering into this Agreement, it has not relied on any representations 
or warranties of the Company or any other person other than the 
representations and warranties of the Company set forth in this Agreement 
or the Merger Agreement. 
 
(b) Except for the representations and warranties contained in this 
Agreement and the Merger Agreement, Cendant makes no other express or 
implied representation or warranty to the Company. The Company acknowledges 
that, in entering into this Agreement, it has not relied on any 
representations or warranties of Cendant or any other person other than the 
representations and warranties of Cendant set forth in this Agreement and 
the Merger Agreement. 
 
30. Date for Any Action. In the event that any date on which any action is 
required to be taken hereunder by any of the parties hereto is not a 
business day, such action shall be required to be taken on the next 
succeeding day which is a business day. 
 
 
        IN WITNESS WHEREOF, the parties hereto have caused this Agreement 
to be executed by their respective duly authorized officers as of the date 
first above written. 
 
 
                                   FAIRFIELD COMMUNITIES, INC. 
 
                                   By:   /s/ James G. Berk 
                                       _________________________________ 
                                   Name:  James G. Berk 
                                   Title: President and CEO 
 
 
                                   CENDANT CORPORATION 
 
                                   By: /s/ James E. Buckman 
                                       _________________________________ 
                                   Name:  James E. Buckman 
                                   Title: Vice Chairman, General Counsel 
                                          and Assistant Secretary 
 
 
 



 
                              VOTING AGREEMENT 
 
        THIS VOTING AGREEMENT (this "Agreement") dated as of November 1, 
2000, by and among CENDANT CORPORATION, a Delaware corporation ("Cendant"), 
and the individuals and other parties listed on Schedule A attached hereto 
(each, a "Stockholder" and, collectively the "Stockholders"). 
 
                            W I T N E S S E T H: 
 
        WHEREAS, simultaneously with the execution of this Agreement, 
Cendant, Grand Slam Acquisition Corp., a Delaware corporation and a 
subsidiary of Cendant ("Merger Sub"), and Fairfield Communities, Inc., a 
Delaware corporation (the "Company"), have entered into an Agreement and 
Plan of Merger (the "Merger Agreement"), which provides, among other 
things, for the merger (the "Merger") of Merger Sub with and into the 
Company upon the terms and subject to the conditions set forth therein; 
 
        WHEREAS, Each Stockholder is the record and/or beneficial owner of, 
and has the sole right to vote and dispose of that number of shares of the 
Company's common stock, par value $.01 per share ("Company Common Stock"), 
listed opposite such Stockholder's name on Schedule A hereto; and 
 
        WHEREAS, as an inducement and a condition to its entering into and 
delivering the Merger Agreement and incurring the obligations set forth 
therein, including the Merger, Cendant has required that Stockholders enter 
into this Agreement; 
 
        NOW THEREFORE, in consideration of the foregoing and the mutual 
promises, representations, warranties, respective covenants and agreements 
of the parties contained herein and for other good and valuable 
consideration (the receipt and sufficiency of which are hereby acknowledged 
by each of the parties hereto), the parties hereto, intending to be legally 
bound hereby, agree as follows: 
 
                                 ARTICLE I 
                            CERTAIN DEFINITIONS 
 
        Section 1.1. Capitalized Terms. Capitalized terms used in this 
Agreement and not defined herein shall have the respective meanings 
ascribed to such terms in the Merger Agreement. 
 
        Section 1.2. Other Definitions. For the purposes of this Agreement: 
 
        "Affiliate" means, with respect to any specified Person, any Person 
that directly, or indirectly through one or more intermediaries, controls, 
or is controlled by, or is under common control with, the Person specified. 
For purposes of this Agreement, with respect to Stockholders, "Affiliate" 
shall not include the Company and the Persons that directly, or indirectly 
through one or more intermediaries, are controlled by the Company. 
 
        "Beneficial Owner" or "Beneficial Ownership" with respect to any 
securities means having "beneficial ownership" of such securities (as 
determined pursuant to Rule 13d-3 under the Exchange Act), including 
pursuant to any agreement, arrangement or understanding, whether or not in 
writing. Without duplicative counting of the same securities by the same 
holder, securities Beneficially Owned by a Person shall include securities 
Beneficially Owned by all Affiliates of such Person and all other Person 
with whom such Person would constitute a "group" within the meaning of 
Section 13(d) of the Exchange Act and the rules promulgated thereunder. 
 
        "Company Common Stock" shall include all shares or other voting 
securities into which shares of Company Common Stock may be reclassified, 
sub-divided, consolidated or converted and any rights and benefits arising 
therefrom including any extraordinary distributions of securities which may 
be declared in respect of the shares of Company Common Stock and entitled 
to vote in respect of the matters contemplated by Article II of this 
Agreement. 
 
        "Owned Shares" means the shares of Company Common Stock owned by a 
Stockholder on the date hereof as shown on Schedule A hereto, together with 
any other shares of Company Common Stock or any other securities of the 
Company hereafter acquired by such stockholder entitled to vote for or 
against the Merger. 
 
        "Person" means any individual, corporation (including any 
non-profit corporation), general or limited partnership, limited liability 
company, joint venture, association, trust, estate, unincorporated 
organization or other entity, including any governmental entity. 
 
        "Representative" means, with respect to any particular Person, any 
officer, director, employee, agent, consultant, advisor or other 
representative of such Person (including legal counsel, accountants, and 
financial advisors). 
 
        "Transfer" means, with respect to a security, the sale, transfer, 
pledge, hypothecation, encumbrance, assignment or disposition of such 



security or the Beneficial Ownership thereof, the offer to make such a 
sale, transfer or other disposition, and each option, agreement, 
arrangement or understanding, whether or not in writing, to effect any of 
the foregoing. 
 
                                 ARTICLE II 
                                   VOTING 
 
        Section 2.1 Agreement to Vote. Subject to the terms and conditions 
hereof, each Stockholder irrevocably and unconditionally agrees that until 
this Agreement is terminated pursuant to Section 5.1, at any meeting 
(whether annual or special, and whether or not an adjourned or postponed 
meeting) of the Company's stockholders, however called, or in connection 
with any written consent of the Company's stockholders, Stockholders shall 
vote, or cause to be voted (including by written consent, if applicable) 
all of its Owned Shares (i) in favor of the Merger, the execution and 
delivery by the Company of the Merger Agreement, the approval and adoption 
of the Merger and the terms thereof, the approval of each of the other 
actions contemplated by the Merger Agreement and this Agreement and any 
other actions that could be required in furtherance thereof and hereof, and 
(ii) against any proposals presented for a vote to prevent or thwart the 
Merger or any of the transactions contemplated by the Merger Agreement or 
this Agreement, unless such meetings or consents do not involve any such 
matter. Each Stockholder agrees not to enter into any agreement or 
understanding with any Person the effect of which would be inconsistent or 
violative of the provisions and agreements contained in this Section 2.1. 
 
                                ARTICLE III 
                       REPRESENTATIONS AND WARRANTIES 
 
        Section 3.1 Representations and Warranties of Stockholders. 
 
        Each Stockholder, severally and not jointly, represents and 
warrants to Cendant that the following statements are as of the date of 
this Agreement, and will be, as of the date of the Company Stockholders 
Meeting, true and correct: 
 
               (a) Such Stockholder has all necessary power and authority 
to enter into, execute and deliver this Agreement and to perform all of his 
obligations hereunder. 
 
               (b) This Agreement has been duly and validly executed and 
delivered by such Stockholder and constitutes a legal, valid and binding 
agreement of such Stockholder enforceable by Cendant against such 
Stockholder in accordance with its terms, except as enforceability may be 
limited by bankruptcy, insolvency, reorganization, moratorium or other 
similar laws affecting creditors' rights generally and by general equitable 
principles (regardless of whether such enforceability is considered in a 
proceeding in equity or at law). 
 
               (c) As of the date of this Agreement, such Stockholder is 
the record and/or beneficial owner of the Owned Shares which, as of the 
date hereof, are set forth on the signature page hereto, and except as 
provided in this Agreement or by applicable law, has full and unrestricted 
power to dispose of and vote all the Owned Shares. Such Stockholder has 
good and marketable title thereto. The Owned Shares constitute all of the 
capital stock of the Company that is owned of record or Beneficially Owned 
by the Stockholder and which the Stockholder is permitted to subject to 
this Agreement as of this date. 
 
               (d) None of the execution and delivery of this Agreement by 
such Stockholders, the consummation by such Stockholder of the transactions 
contemplated hereby or compliance by such Stockholder with any of the 
provisions hereof shall (A) result in a violation or breach of, or 
constitute (with or without notice or lapse of time or both) a default (or 
give rise to any third party right of termination, cancellation, material 
modification or acceleration) under any of the terms, conditions or 
provisions of any note, loan agreement, bond, mortgage, indenture, license, 
contract, commitment, arrangement, understanding, agreement or other 
instrument or obligation of any kind to which such Stockholder is a party 
or by which such Stockholder or any of such Stockholder's properties or 
assets (including the Owned Shares) may be bound, or (B) violate any order, 
writ, injunction, decree, judgment, statute, rule or regulation existing as 
of the date of this Agreement applicable to such Stockholder or any of its 
respective properties or assets. 
 
               (e) No broker, investment banker, financial advisor or other 
Person is entitled to any broker's, finder's, financial adviser's or other 
similar fee or commission solely as a result of entering into this 
Agreement based upon arrangements made by or on behalf of any Stockholder. 
 
               (f) Such Stockholder understands and acknowledges that 
Cendant is entering into the Merger Agreement and is incurring the 
obligations set forth therein, in reliance upon Stockholders' execution and 
delivery of this Agreement. 
 
        Section 3.2 Representations and Warranties of Cendant. 



 
        Cendant represents and warrants to Stockholders that the following 
statements are as of the date of this Agreement, and will be, as of the 
date of the Company Stockholders Meeting true and correct: 
 
               (a) Cendant is a corporation duly incorporated and validly 
existing under the laws of its jurisdiction of incorporation. 
 
               (b) Cendant has all necessary corporate power and authority 
to enter into this Agreement and to perform all of its obligations 
hereunder. The execution, delivery and performance of this Agreement and 
the Merger Agreement by Cendant and the consummation of the transactions 
contemplated hereby and thereby have been duly and validly approved by the 
board of directors of Cendant and no other corporate proceedings on the 
part of Cendant or its stockholders are necessary to authorize the 
execution, delivery and performance of this Agreement or the Merger 
Agreement or the consummation of the transactions contemplated hereby or 
thereby. 
 
               (c) This Agreement has been duly and validly executed and 
delivered by Cendant and constitutes a legal, valid and binding agreement 
of Cendant enforceable against Cendant in accordance with its terms, except 
as enforceability may be limited by bankruptcy, insolvency, reorganization, 
moratorium or other similar laws affecting the enforcement of creditors' 
rights generally and by general equitable principles (regardless of whether 
such enforceability is considered in a proceeding in equity or at law). 
 
               (d) None of the execution and delivery of this Agreement by 
Cendant, the consummation by Cendant of the transactions contemplated 
hereby or compliance by Cendant with any of the provisions hereof shall (A) 
result in a violation or breach of, or constitute (with or without notice 
or lapse of time or both) a default (or give rise to any third party right 
of termination, cancellation, material modification or acceleration) under 
any of the terms, conditions or provisions of any note, loan agreement, 
bond, mortgage, indenture, license, contract, commitment, arrangement, 
understanding, agreement or other instrument or obligation of any kind to 
which Cendant is a party or by which Cendant or any of its properties or 
assets may be bound, or (B) violate any order, writ, injunction, decree, 
judgment, statute, rule or regulation applicable to Cendant or any of its 
properties or assets. 
 
                                 ARTICLE IV 
                         COVENANTS OF STOCKHOLDERS 
 
        Section 4.1 General. Each Stockholder, severally and not jointly, 
covenants and agrees with Cendant that, during the period commencing the 
date hereof and ending on the date this Agreement is terminated under 
Article V hereof, such Stockholder will comply with the provisions of 
Section 4.3 of the Merger Agreement to the extent applicable to such 
Stockholder in his capacity as a stockholder of the Company. 
 
               (a) Except as provided in this Agreement or the Merger 
Agreement such Stockholder shall not, directly or indirectly: (i) Transfer 
to any Person any or all Owned Shares except in open market transactions 
conducted through an exchange; or (ii) other than to cause a nominee to 
vote the shares in accordance with Section 2.1, grant any proxies or powers 
of attorney, rights or privileges (whether by law, preemptive or 
contractual), with respect to Owned Shares, deposit any Owned Shares into a 
voting trust or enter into a voting agreement, understanding or arrangement 
with respect to Owned Shares. Notwithstanding anything to the contrary 
provided in this Agreement, each Stockholder shall have the right to 
Transfer Owned Shares to (i) any Family Member (as defined below), (ii) the 
trustee or trustees of a trust solely (except for remote contingent 
interests) for the benefit of Stockholder and/or one or more Family 
Members, (iii) a foundation created or established by Stockholder, (iv) a 
charitable remainder trust for the benefit of Stockholder and/or one or 
more Family Members and/or designated charities, (v) a partnership of which 
Stockholder or a Family Member owns all of the partnership interests, (vi) 
the executor, administrator personal representative of the estate of 
Stockholder, or (vii) any guardian, trustee or conservator appointed with 
respect to the assets of Stockholder; provided, that in the case of any 
Transfer described in this sentence, the transferee shall execute an 
agreement to be bound by the terms of this Agreement. "Family Member" shall 
mean (i) a Stockholder's spouse, (ii) any other natural person who is a 
lineal descendant of a Stockholder or a Stockholder's spouse or is related 
to a Stockholder or a Stockholder's spouse within the second degree and 
(iii) any other natural person who resides with a Stockholder. 
 
               (b) Such Stockholder will promptly notify Cendant in writing 
upon any representation or warranty of such Stockholder contained in this 
Agreement becoming untrue or incorrect in any respect during the term of 
this Agreement and for the purposes of this provision, each representation 
and warranty shall be deemed to be given at and as of all times during such 
term (irrespective of any language which suggests that it is only being 
given as at a particular date). 
 
        Section 4.2 Amendment to this Agreement. In the event that the 



Company and Cendant enter into an amendment to the Merger Agreement that 
does not alter or modify the economic terms or form of consideration, 
Stockholders covenant and agree with Cendant to enter into an amendment to 
this Agreement in accordance with Section 6.8 that shall reflect, to the 
extent appropriate, the terms of such amended Merger Agreement. 
 
                                 ARTICLE V 
                                TERMINATION 
 
        Section 5.1 Termination. This Agreement shall be terminated upon 
the earlier of (i) the Effective Time; (ii) the termination of the Merger 
Agreement pursuant to Section 7.1 thereof (other than a termination in 
connection with which Cendant is or may be entitled to the payment 
specified in Section 5.8 thereof) and (iii) the Average Trading Price being 
less than $6.00 per share. 
 
        Section 5.2 Effect of Termination. Upon termination of this 
Agreement, the covenants, representations, warranties, agreements and 
obligations of all the parties shall terminate and become void without 
further action by any party except for the provisions of this Section 5.2 
and Article VI, which shall survive such termination. 
 
                                 ARTICLE VI 
                                  GENERAL 
 
        Section 6.1 Notices. All notices , requests, claims, demands and 
other communications hereunder shall be in writing and shall be deemed to 
have been duly given (a) on the date of delivery if delivered personally, 
(b) on the first business day following the date of dispatch if delivered 
by a nationally recognized next-day courier service, (c) on the fifth 
business day following the date of mailing if delivered by registered or 
certified mail, return receipt requested, postage prepaid or (d) if sent by 
facsimile transmission, with a copy mailed on the same day in the manner 
provided in (a) or (b) above, when transmitted and receipt is confirmed by 
telephone; provided, that any notice received by telecopy or otherwise at 
the addressee's location on any business day after 5:00 p.m. (addressee's 
local time) shall be deemed to have been received at 9:00 a.m. (addressee's 
local time) on the next business day. Any party to this Agreement may 
notify any other party of any changes to the address or any of the other 
details specified in this paragraph, provided that such notification shall 
only be effective on the date specified in such notice or five (5) business 
days after the notice is given, whichever is later. Rejection or other 
refusal to accept or the inability to deliver because of changed address of 
which no notice was given shall be deemed to be receipt of the notice as of 
the date of such rejection, refusal or inability to deliver. All notices 
hereunder shall be delivered to the parties as set forth below, or pursuant 
to such other instructions as may be designated in writing by the party to 
receive such notice: 
 
        if to Stockholders: 
 
        at the address set forth on Schedule A for such Stockholder; 
 
        with a copy to (which shall not constitute notice): 
 
        Jones, Day, Reavis & Pogue 
        2727 North Harwood 
        Dallas, Texas 75201 
        Attention:    Mark V. Minton 
        Facsimile No.        (214) 969-5100; 
 
        if to Cendant: 
 
        Cendant Corporation 
        Six Sylvan Way 
        Parsippany, NJ  07054 
        Attention:  General Counsel 
        Facsimile No.:        (973) 496-5335 
 
        with a copy to (which shall not constitute notice): 
 
        Skadden, Arps, Slate, Meagher & Flom, LLP 
        Four Times Square 
        New York, New York 10036-6522 
        Attention:  David Fox 
        Facsimile No.:        (212) 735-2000 
 
        Section 6.2 No Third Party Beneficiaries. This Agreement is not 
intended to confer third-party beneficiary rights upon any Person. 
 
        Section 6.3 Governing Law. This Agreement shall be governed by and 
construed in accordance with the laws of the State of Delaware applicable 
to contracts executed and to be performed fully within such State, without 
giving effect to the principles of conflicts or choice of law thereof or 
any other jurisdiction. 
 
        Section 6.4 Severability. In the event that any one or more of the 



provisions contained herein, or the application thereof in any 
circumstances, is held to be invalid, illegal or unenforceable in any 
respect for any reason under any present or future law, public policy or 
order, (i) such provision will be fully severable and (ii) this Agreement 
will be construed and enforced as if such illegal, invalid or unenforceable 
provision had never comprised a part hereof. Upon such determination that 
any term or other provision is invalid, illegal or incapable of being 
enforced, the parties shall negotiate in good faith with a view to the 
substitution therefor of a suitable and equitable solution in order to 
carry out to the maximum extent possible, so far as may be valid and 
enforceable, the intent and purpose of such invalid provision, provided, 
however that the validity, legality and enforceability of any such 
provision in every other respect and of the remaining provisions contained 
herein shall not be in any way impaired thereby, it being intended that all 
of the rights and privileges of the parties hereto shall be enforceable to 
the fullest extent permitted by law. 
 
        Section 6.5 Assignment. Neither this Agreement nor any right, 
interest or obligation hereunder may be assigned by any party hereto, in 
whole or in part (whether by operation of law or otherwise), without the 
prior written consent of the other party hereto and any attempt to do so 
will be void. 
 
        Section 6.6 Successors. This Agreement shall inure to the benefit 
of and be binding upon the parties hereto and their respective successors, 
permitted assigns, heirs, administrators, executors and legal or personal 
representatives. 
 
        Section 6.7 Interpretation. When a reference is made in this 
Agreement to Sections, such reference shall be to a Section of this 
Agreement unless otherwise indicated. Whenever the words "include," 
"includes" or "including" are used in this Agreement, they shall be deemed 
to be followed by the words "without limitation." The words "hereof," 
"herein" and "herewith" and words of similar import shall, unless otherwise 
stated, be construed to refer to this Agreement as a whole and not to any 
particular provision of this Agreement. The definitions contained in this 
Agreement are applicable to the singular as well as the plural forms of 
such terms and to the masculine as well as to the feminine and neuter 
genders of such term. Except for the Merger Agreement, any agreement or 
instrument defined or referred to herein or in any agreement or instrument 
that is referred to herein means such agreement or instrument as from time 
to time amended, modified or supplemented and attachments thereto and 
instruments incorporated therein. References to a Person are also to its 
successors and permitted assigns. The parties have participated jointly in 
the negotiation and drafting of this Agreement. In the event an ambiguity 
or question of intent or interpretation arises, this Agreement shall be 
construed as if drafted jointly by the parties and no presumption or burden 
of proof shall arise favoring or disfavoring any party by virtue of the 
authorship of any of the provisions of this Agreement. Any reference to any 
federal, state, local or foreign statute or law shall be deemed to also to 
refer to any amendments thereto and all rules and regulations promulgated 
thereunder, unless the context requires otherwise. 
 
        Section 6.8 Amendments. This Agreement may not be amended except by 
written agreement signed by all of the parties to this Agreement. 
 
        Section 6.9 Fees and Expenses. Except as expressly provided in this 
Agreement, each of the parties shall be responsible for his or its own fees 
and expenses (including, without limitation, the fees and expenses of 
financial consultants, investment bankers, accountants and counsel) in 
connection with the entry into of this Agreement and the consummation of 
the transactions contemplated hereby. 
 
        Section 6.10 Schedules. Schedule A and Schedule B hereto shall for 
all purposes form an integral part of this Agreement. 
 
        Section 6.11 Entire Agreement. This Agreement, including the 
Schedule hereto, constitutes the entire agreement between the parties with 
respect to the subject matter hereof and supersedes all prior agreements, 
understandings, negotiations, representations and warranties, and 
discussions, whether oral or written, among the parties hereto, with 
respect to the subject matter hereof. There are no conditions, covenants, 
agreements, representations, warranties or other provisions, express or 
implied, collateral, statutory or otherwise, relating to the subject matter 
of this Agreement. No prior drafts of this Agreement and no words or 
phrases from any such prior drafts shall be admissible into evidence in any 
action, suit or other proceeding involving this Agreement. 
 
        Section 6.12 Time of Essence. Time shall be of the essence in this 
Agreement. 
 
        Section 6.13 Remedies Cumulative. Except as otherwise herein 
provided, the rights and remedies provided herein shall be cumulative and 
not exclusive of any rights or remedies provided by applicable law. 
 
        Section 6.14 Counterparts. This Agreement may be executed in 
counterparts, each of which shall be deemed an original, but all of which 



together shall constitute one and the same instrument and shall become 
effective when one or more counterparts have been signed by each of the 
parties and delivered to the other parties. 
 
        Section 6.15 Execution. This Agreement may be executed by facsimile 
signatures by any party and such signature shall be deemed binding for all 
purposes hereof, without delivery of an original signature being thereafter 
required. 
 
        Section 6.16 Jurisdiction. Each of the parties hereto irrevocably 
agrees that any action, suit, claim or other legal proceeding with respect 
to this Agreement or in respect of the transactions contemplated hereby 
brought by any other party hereto or its successors or assigns shall be 
brought and determined in any state or federal court located in the State 
of Delaware or any appeals courts thereof (the "Delaware Courts"), and each 
of the parties hereto irrevocably submits with regard to any such 
proceeding for itself and in respect to its property, generally and 
unconditionally, to the exclusive jurisdiction of the Delaware Courts. Each 
of the parties hereto irrevocably waives, and agrees not to assert, by way 
of motion, as a defense, counterclaim or otherwise, in any action or 
proceeding with respect to this Agreement, (a) any claim that it is not 
personally subject to the jurisdiction of the Delaware Courts for any 
reason, (b) that it or its property is exempt or immune from jurisdiction 
of any Delaware Court or from any legal process commenced in any Delaware 
Court (whether through service of notice, attachment before judgment, 
attachment in aid of execution of judgment, execution of judgment or 
otherwise) and (c) to the fullest extent permitted by applicable law, that 
(i) the proceeding in any Delaware Court is brought in an inconvenient 
forum, (ii) the venue of such proceeding is improper or (iii) this 
Agreement, or the subject matter hereof, may not be enforced in or by a 
Delaware Court. Notwithstanding the foregoing, each of the parties hereto 
agrees that the other party shall have the right to bring any action or 
proceeding for enforcement of a judgment entered by the Delaware Courts in 
any other court or jurisdiction. 
 
 
        IN WITNESS WHEREOF, each party hereto has caused this Agreement to 
be signed as of the date first above written. 
 
 
                                    CENDANT CORPORATION 
 
 
                                    By: /s/ James E. Buckman 
                                       ------------------------------------ 
 
 
                                    RALPH P. MULLER 
 
 
                                    By:  /s/ Ralph P. Muller 
                                         ---------------------------------- 
                                         Ralph P. Muller 
 
 
                                    R&A PARTNERSHIP LTD. 
                                    BY: RPM INVESTMENTS, INC., ITS GEN- 
                                    ERAL PARTNER 
 
 
                                    By: /s/ Ralph P. Muller 
                                       ----------------------------------- 
 
 
                                    GM JOHNSTON FAMILY LIMITED 
                                    PARTNERSHIP 
 
 
                                    By: /s/ Gerald M. Johnston 
                                       ----------------------------------- 
 
 
                                    /s/ Gerald M. Johnston 
                                    -------------------------------------- 
                                    GERALD M. JOHNSTON 
 
 
                                    /s/ James G. Berk 
                                    -------------------------------------- 
                                    JAMES G. BERK 
 
 
                                    /s/ Marcel J. Dumeny 
                                    -------------------------------------- 
                                    MARCEL J. DUMENY 
 
 



                                    STEPHENS GROUP, INC. 
 
 
                                    By: /s/ Curt Bradbury 
                                       ----------------------------------- 
 
 
                                    STEPHENS INC. 
 
 
                                    By: /s/ Curt Bradbury 
                                       ------------------------------------ 
 
 
                                    VARIOUS STEPHENS FAMILY TRUSTS 
 
 
                                    By:  /s/ Curt Bradbury 
                                       ------------------------------------- 
 
 
 
                                 SCHEDULE A 
 
 
 
 
 
       STOCKHOLDER                 ADDRESS               SHARES OF          COMPANY STOCK 
                                                          COMPANY              OPTIONS 
                                                        COMMON STOCK 
 
                                                                        
     STEPHENS GROUP,          111 Center Street           300,000               ---- 
          INC.              Little Rock, AR 72201 
 
      STEPHENS INC.           111 Center Street          1,466,264              ---- 
                            Little Rock, AR 72201 
 
    VARIOUS STEPHENS 
      FAMILY TRUSTS 
   J.T. STEPHENS TRUST        111 Center Street            65,000               ---- 
           ONE              Little Rock, AR 72201 
 
   JACKSON T. STEPHENS        111 Center Street           540,000               ---- 
                            Little Rock, AR 72201 
 
   WARREN A. STEPHENS         111 Center Street            35,000               ---- 
           IRA              Little Rock, AR 72201 
 
   WARREN A. STEPHENS         111 Center Street           325,000               ---- 
          TRUST             Little Rock, AR 72201 
 
     HARRIET CALHOUN          111 Center Street            55,000               ---- 
 
     STEPHENS TRUST         Little Rock, AR 72201 
 
     RALPH P. MULLER       2435 South Ocean Blvd.        1,219,950              ---- 
                          Highland Beach, FL 33487 
 
     R&A PARTNERSHIP       2435 South Ocean Blvd.        1,465,174              ---- 
           LTD            Highland Beach, FL 33487 
 
       GM JOHNSTON         904 Apple Blossom Lane        1,516,000              ---- 
     FAMILY LIMITED         Springdale, AR 72762 
       PARTNERSHIP 
 
   GERALD M. JOHNSTON      904 Apple Blossom Lane          41,391               ---- 
                            Springdale, AR 72762 
 
      JAMES G. BERK       9025 Point Cypress Drive         78,565              900,000 
                              Orlando, FL 32836 
 
    MARCEL J. DUMENY        1513 Black Bear Court          79,300              475,420 
                          Winter Springs, FL 32708 
 
 
 
 
 


