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PartI1 FINANCIAL INFORMATION
Item 1. FINANCIAL STATEMENTS.

GAYLORD ENTERTAINMENT COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)

(In thousands, except per share data)

Revenues

Operating expenses:

Operating costs

Selling, general and administrative
Casualty loss

Preopening costs

Depreciation and amortization

Operating (loss) income

Interest expense, net of amounts capitalized
Interest income

Income from unconsolidated companies
Net gain on extinguishment of debt

Other gains and (losses), net

(Loss) income before (benefit) provision for income
taxes and discontinued operations

(Benefit) provision for income taxes

(Loss) income from continuing operations

Income (loss) from discontinued operations, net of
income taxes

Net (loss) income

Basic (loss) income per share:

(Loss) income from continuing operations

(Loss) income from discontinued operations, net of
income taxes

Three Months Ended
September 30,
2010 2009
$ 158,272 $198,513
98,498 121,895
35,648 40,723
6,014
25,474
25,254 29,476
(32,616) 6,419
(20,334) (18,676)
3,344 3,382
30
377 (84)
(49,229) (8,929)
(17,403) (2,656)
(31,826) (6,273)
46 (6,628)
$ (31,780) $ (12,901)
$ (0.67) $ (0.15)
(0.16)

Nine Months Ended
September 30,
2010 2009
$556,632 $ 626,253
333,799 377,834
113,838 127,027
37,361
31,714
78,276 86,184
(38,356) 35,208
(60,929) (55,505)
9,852 11,411
117 147
1,299 24,726
217 3,420
(87,800) 19,407
(28,125) 11,758
(59,675) 7,649
3,325 (7,072)
$ (56,350) $ 577
$ 1.27) $ 0.19
0.07 (0.18)
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Net (loss) income $ (0.67) $ (03D

Fully diluted (loss) income per share:

(Loss) income from continuing operations $ (0.67) $ (0.15)
(Loss) income from discontinued operations, net of

income taxes (0.16)
Net (loss) income $ (0.67) $ (03D

$

$

$

(1.20)

(1.27)
0.07

(1.20)

$

$

The accompanying notes are an integral part of these condensed consolidated financial statements.
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GAYLORD ENTERTAINMENT COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)
(In thousands)
September
30,
2010
ASSETS

Current assets:

Cash and cash equivalents unrestricted $ 135,946
Cash and cash equivalents restricted 1,150
Trade receivables, less allowance of $756 and $977, respectively 40,381
Income tax receivable 36,458
Deferred income taxes 2,328
Other current assets 57,015
Current assets of discontinued operations 63
Total current assets 273,341
Property and equipment, net of accumulated depreciation 2,152,502
Notes receivable, net of current portion 139,873
Long-term deferred financing costs 13,860
Other long-term assets 46,825
Long-term assets of discontinued operations 388
Total assets $ 2,626,789

LIABILITIES AND STOCKHOLDERS EQUITY

Current liabilities:

Current portion of long-term debt and capital lease obligations $ 1,222
Accounts payable and accrued liabilities 173,148
Estimated fair value of derivative liabilities 17,368
Current liabilities of discontinued operations 483
Total current liabilities 192,221
Long-term debt and capital lease obligations, net of current portion 1,156,039
Deferred income taxes 112,249
Estimated fair value of derivative liabilities 55
Other long-term liabilities 129,093
Long-term liabilities of discontinued operations 451

Commitments and contingencies

Stockholders equity:

Preferred stock, $.01 par value, 100,000 shares authorized, no shares issued
or outstanding

$

$

$

December
31,
2009

180,029
1,150
39,864
28,796
2,525
50,768
2,444

305,576

2,149,782
142,311
18,081
44,858
415

2,661,023

1,814
148,660

3,872

154,346

1,176,874
100,590
25,661
124,377
491
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Common stock, $.01 par value, 150,000 shares authorized, 47,237 and

46,990 shares issued and outstanding, respectively 472 470
Additional paid-in capital 890,603 881,512
Treasury stock of 385 shares, at cost (4,599) (4,599)
Retained earnings 178,378 234,728
Accumulated other comprehensive loss (28,173) (33,427)
Total stockholders equity 1,036,681 1,078,684
Total liabilities and stockholders equity $ 2,626,789 $ 2,661,023

The accompanying notes are an integral part of these condensed consolidated financial statements.
4
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GAYLORD ENTERTAINMENT COMPANY AND SUBSIDIARIES
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

For the Nine Months Ended September 30, 2010 and 2009

(Unaudited)
(In thousands)

Cash Flows from Operating Activities:

Net (loss) income

Amounts to reconcile net (loss) income to net cash flows provided by operating
activities:

(Income) loss from discontinued operations, net of taxes
Income from unconsolidated companies

Provision for deferred income taxes

Depreciation and amortization

Amortization of deferred financing costs
Amortization of discount on convertible notes
Stock-based compensation expense

Excess tax benefit from stock-based compensation
Net gain on extinguishment of debt

Loss on impaired assets damaged in flood

Loss on disposals of long-lived assets

Changes in:

Trade receivables

Interest receivable

Income tax receivable

Accounts payable and accrued liabilities

Other assets and liabilities

Net cash flows provided by operating activities continuing operations
Net cash flows provided by (used in) operating activities discontinued operations

Net cash flows provided by operating activities

Cash Flows from Investing Activities:
Purchases of property and equipment
Collection of notes receivable

Other investing activities

Net cash flows used in investing activities continuing operations
Net cash flows used in investing activities discontinued operations

Net cash flows used in investing activities
Cash Flows from Financing Activities:

Net borrowings under credit facility
Repurchases of senior notes

2010

$ (56,350)

(3,325)
117)
12,344
78,276
3,977
8,642
7,982
(411)
(1,299)
42,733
340

(517)
2,920

(11,094)
10,479

(6,548)

88,032
667

88,699

(109,933)
4,073
130

(105,730)
(1,460)

(107,190)

(26,965)

2009
577
7,072
(147)
23,382
86,184
3,400
8,613
(24,726)
274
(3,415)
(11,217)
(7,974)
8,796
(12,276)

78,543
(2,294)

76,249

(43,956)
17,461
1,685

(24,810)
(©6)

(24,816)

38,000
(64,519)

8
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Proceeds from the issuance of convertible notes, net of equity-related issuance costs
of $1,881

Deferred financing costs paid

Purchase of convertible note hedge

Proceeds from the issuance of common stock warrants

Proceeds from the issuance of common stock, net of issuance costs of $5,499
Purchases of treasury stock

Termination of interest rate swap on senior notes

Proceeds from exercise of stock option and purchase plans 2,297
Excess tax benefit from stock-based compensation 411
Decrease in restricted cash and cash equivalents

Other financing activities, net (1,335)
Net cash flows (used in) provided by financing activities continuing operations (25,592)

Net cash flows provided by financing activities discontinued operations

Net cash flows (used in) provided by financing activities (25,592)
Net change in cash and cash equivalents (44,083)
Cash and cash equivalents unrestricted, beginning of period 180,029
Cash and cash equivalents unrestricted, end of period $ 135,946

358,119
(8,077)
(76,680)
43,740
125,301
(4,599)
5,000
361

15
(689)

415,972

415,972

467,405

1,036

$468,441

The accompanying notes are an integral part of these condensed consolidated financial statements.
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GAYLORD ENTERTAINMENT COMPANY AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)
1. BASIS OF PRESENTATION:
The condensed consolidated financial statements include the accounts of Gaylord Entertainment Company and its
subsidiaries (the Company ) and have been prepared by the Company, without audit, pursuant to the rules and
regulations of the Securities and Exchange Commission (the SEC ). Certain information and footnote disclosures
normally included in annual financial statements prepared in accordance with generally accepted accounting
principles have been condensed or omitted pursuant to such rules and regulations, although the Company believes that
the disclosures are adequate to make the financial information presented not misleading. These condensed
consolidated financial statements should be read in conjunction with the audited consolidated financial statements and
the notes thereto included in the Company s Annual Report on Form 10-K as of and for the year ended December 31,
2009 filed with the SEC. In the opinion of management, all adjustments necessary for a fair statement of the results of
operations for the interim periods have been included. All adjustments are of a normal, recurring nature. In addition,
as further described below in Note 3, the Gaylord Opryland Resort and Convention Center (  Gaylord Opryland ) is
currently closed. The results of operations for such interim periods are not necessarily indicative of the results for the
full year because of seasonal and short-term variations, as well as the impact of Gaylord Opryland, the Grand Ole
Opry House and certain of the Company s Nashville-based attractions being closed for varying periods of time.
The Company analyzes its variable interests, including loans, guarantees, and equity investments, to determine if an
entity in which it has a variable interest is a variable interest entity ( VIE ). This analysis primarily includes a
qualitative review, which is based on a review of the design of the entity, its organizational structure, including
decision-making ability, and relevant financial agreements. This analysis is also used to determine if the Company
must consolidate the VIE as the primary beneficiary.
Certain amounts in previously issued financial statements have been reclassified to conform to the 2010 presentation.
Intangible assets (net of accumulated amortization), indefinite lived intangible assets and investments in the amounts
of $0.1 million, $1.5 million and $0.1 million, respectively, at December 31, 2009 have been included in other
long-term assets in the accompanying condensed consolidated balance sheet.
2. NEWLY ISSUED ACCOUNTING STANDARDS:
In June 2009, the Financial Accounting Standards Board ( FASB ) modified FASB Accounting Standards Codification
( ASC ) 810, Consolidation ( Topic 810 ), to amend the guidance governing the determination of whether an enterprise i
the primary beneficiary of a VIE. This modification requires a qualitative analysis, rather than a quantitative analysis,
that considers who has the power to direct the activities of the entity that most significantly impact the entity s
economic performance, as well as an assessment of who has the obligation to absorb losses or the right to receive
benefits of the VIE that could potentially be significant to the VIE. This modification also requires ongoing
assessments of whether an enterprise is the primary beneficiary of a VIE. Before this modification, reconsideration of
whether an enterprise is the primary beneficiary of a VIE was required only when specific events occurred. The
Company adopted the provisions of this statement in the first quarter of 2010, and the adoption of Topic 810 did not
have a material impact on its consolidated financial position or results of operations. See Note 1 and Note 15 for
additional disclosures.
In January 2010, the FASB issued Accounting Standards Update ( ASU ) No. 2010-06, Topic 820, Fair Value
Measurements and Disclosures, to require more detailed disclosures regarding transfers in and out of Level 1 and
Level 2 fair value measurements, including the amounts and reasons for the transfers. Level 3 fair value measurements
should present separate information about purchases, sales, issuances and settlements. In
6
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addition, this ASU requires that a reporting entity should provide fair value measurement disclosures for each class of
assets and liabilities, defined as a subset of assets or liabilities within a line item in the statement of financial position,
as well as disclosures about the valuation techniques and inputs used to measure fair value in either Level 2 or Level
3. The disclosure requirements related to the Level 3 fair value measurement activities will be effective for the
Company beginning in the first quarter of 2011, and the Company does not expect this requirement to have a material
impact on its consolidated financial statements. The Company adopted the remaining disclosure requirements of this
ASU in the first quarter of 2010, and the adoption did not have a material impact on the Company s consolidated
financial statements.

3. NASHVILLE FLOOD:

On May 3, 2010, Gaylord Opryland, the Grand Ole Opry, certain of the Company s Nashville-based attractions, and
certain of the Company s corporate offices experienced significant flood damage as a result of the historic flooding of
the Cumberland River (collectively, the Nashville Flood ). Gaylord Opryland, the Grand Ole Opry, and certain of the
Company s corporate offices were protected by levees accredited by the Federal Emergency Management Agency

( FEMA ) (which, according to FEMA, was based on information provided by the Company), and built to sustain a
100-year flood; however, the river rose to levels that over-topped the levees. Gaylord Opryland is currently closed,
and the Company anticipates it to reopen November 15, 2010. The Grand Ole Opry continued its schedule at
alternative venues, including the Company-owned Ryman Auditorium, and the Grand Ole Opry House reopened
September 28, 2010. Certain other of the Company s Nashville-based attractions were closed for a period of time, but
reopened during June and July 2010. The Company has segregated all costs and insurance proceeds related to the
Nashville Flood from normal operations and reported those amounts as casualty loss or preopening costs in the
accompanying condensed consolidated statements of operations.

Casualty Loss

During the three months and nine months ended September 30, 2010, the Company recorded $6.0 million and

$87.4 million, respectively, of expense and $0.0 million and $50.0 million, respectively, of insurance proceeds related
to the Nashville Flood as casualty loss in the accompanying condensed consolidated statement of operations as
follows (in thousands):

Three Months Ended September 30, 2010

Opry and Corporate Insurance
Hospitality  Attractions and Other Proceeds Total
Site remediation $2,215 $ 419 $ 251 $ $ 2,885
Impairment of property and equipment 227 26 939 1,192
Other asset write-offs 35) (8) 43)
Non-capitalized repairs of buildings and
equipment 267 738 53 1,058
Continuing costs during shut-down
period (240) 607 14 381
Other 49 10 482 541
Insurance proceeds
Net casualty loss $2,483 $ 1,792 $ 1,739 $ $6,014
7
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Nine Months Ended September 30, 2010

Corporate
Opry and and Insurance
Hospitality  Attractions Other Proceeds Total
Site remediation $14,139 $ 2,810 $ 813 $ $ 17,762
Impairment of property and equipment 30,471 5,189 7,073 42,733
Other asset write-offs 1,811 1,098 2,909
Non-capitalized repairs of buildings
and equipment 1,673 2,232 119 4,024
Continuing costs during shut-down
period 15,717 2,801 643 19,161
Other 166 87 519 772
Insurance proceeds (50,000) (50,000)
Net casualty loss $63,977 $ 14,217 $ 9,167 $ (50,000) $ 37,361

All costs directly related to remediating the affected properties are included in casualty loss. Lost profits from the
interruption of the various businesses are not reflected in the above tables.
Site remediation began as soon as flood waters ceased to rise. Site remediation, as described herein, includes
expenditures for outside contractors to perform water extraction, debris removal, humidity control, facility cleaning
and sanitizing, and the establishment of temporary utilities.
Based on an ongoing assessment of the flood damage and necessary replacement of property and equipment, in
connection with its preparation of financial information for the second quarter of 2010, the Company made an
estimate of the amount of the impairment charges incurred in connection with the Nashville Flood. As the Company
continued its rebuilding efforts during the third quarter of 2010, it determined additional write-offs of property and
equipment were necessary. The gross carrying amount of property and equipment written down as a result of damage
sustained from the Nashville Flood, which included land improvements, buildings and furniture, fixtures and
equipment, was $156.2 million, and the related accumulated depreciation of this property and equipment was
$113.5 million, which resulted in total impairment charges of $42.7 million. As the Company continues its rebuilding
efforts, additional write-offs of property and equipment may be necessary.
Other asset write-offs primarily include inventory items that were no longer able to be used or sold due to flood
damage. Non-capitalized repairs of buildings and equipment primarily include the cost of repairs of items that did not
require complete replacement.
The Company has also incurred operating costs at the affected properties during the period that the properties are
closed. The Company has included continuing operating costs other than depreciation and amortization incurred
through June 10, 2010 (the date at which the Company determined that the remediation was substantially complete),
as well as certain specific operating costs incurred subsequent to that date directly related to remediating the flooded
properties, as casualty loss in the accompanying condensed consolidated statement of operations. The majority of
these costs classified as casualty loss during the three months ended September 30, 2010 were employment costs. The
majority of these costs classified as casualty loss during the nine months ended September 30, 2010 include
employment costs ($12.6 million), equipment and facility rental ($2.4 million), property and other taxes
($1.0 million), consulting fees ($0.6 million), and insurance costs ($0.3 million).
Insurance Proceeds
At May 3, 2010, the Company had in effect a policy of insurance with a per occurrence flood limit of $50.0 million at
the affected properties. During the nine months ended September 30, 2010, the Company received $50.0 million in
insurance proceeds and has recorded these insurance proceeds as an offset to the net casualty loss in the accompanying
condensed consolidated statement of operations. Effective July 1, 2010, the Company

8
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increased this per occurrence flood insurance to $100.0 million, and effective August 19, 2010, the Company
increased this per occurrence flood insurance to $150.0 million.
Preopening Costs
The Company expenses the costs associated with start-up activities and organization costs associated with its
development of hotels and significant attractions as incurred. As a result of the extensive damage to Gaylord Opryland
and the Grand Ole Opry House and the extended period in which these properties were or will be closed, the Company
has and will continue to incur costs associated with the redevelopment and reopening of these facilities through the
date of reopening. The Company has included all costs directly related to redeveloping and reopening these affected
properties, as well as all continuing operating costs not directly related to remediating the flooded properties other
than depreciation and amortization incurred since June 10, 2010 (the date at which the Company determined that the
remediation was substantially complete), as preopening costs in the accompanying condensed consolidated statement
of operations. During the three months and nine months ended September 30, 2010, the Company incurred
$25.5 million and $31.7 million in preopening costs, respectively. The majority of the costs classified as preopening
costs during the three months ended September 30, 2010 include employment costs ($14.5 million), facility costs
($2.0 million), property and other taxes ($1.5 million), supplies ($1.5 million), equipment and facility rental
($1.2 million), and insurance costs ($0.8 million). The majority of the costs classified as preopening costs during the
nine months ended September 30, 2010 include employment costs ($18.0 million), facility costs ($2.2 million),
property and other taxes ($2.0 million), supplies ($2.0 million), equipment and facility rental ($1.3 million), and
insurance costs ($0.9 million).
4. DISCONTINUED OPERATIONS:
The Company has reflected the following businesses as discontinued operations. The results of operations, net of
taxes, and the carrying value of the assets and liabilities of these businesses have been reflected in the accompanying
condensed consolidated financial statements as discontinued operations for all periods presented.
Corporate Magic
During the second quarter of 2010, in a continued effort to focus on its core Gaylord Hotels and Opry and Attractions
businesses, the Company committed to a plan of disposal of its Corporate Magic business. On June 1, 2010, the
Company completed the sale of Corporate Magic through the transfer of all of its equity interests in Corporate Magic,
Inc. to the president of Corporate Magic who, prior to the transaction, was employed by the Company. In exchange for
its equity interests in Corporate Magic, the Company received, prior to giving effect to a purchase price adjustment
based on the working capital of Corporate Magic as of the closing, a note receivable, which terms provide for a
quarterly payment from the purchaser, beginning in the second quarter of 2011 through the first quarter of 2017. The
Company recorded this note receivable at its fair value of $0.4 million, based on the expected cash receipts under the
note, discounted at a discount rate that reflects management s assessment of a market participant s view of risks
associated with the projected cash flows of Corporate Magic. The Company recognized a pretax gain of $0.6 million
related to the sale of Corporate Magic during the nine months ended September 30, 2010.

9
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The following table reflects the results of operations of businesses accounted for as discontinued operations for the
respective periods (in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,
2010 2009 2010 2009

Operating income (loss):

Corporate Magic $ 0 $ (7,079) $ (713) $(7,499)
Other 118 174 242 (137)
Total operating income (loss) 98 (6,905) 471) (7,636)
Interest expense (1)
Interest income 13 18

Other gains and (losses):

Corporate Magic 38) 618

Other 74 45 119
Income (loss) before (provision) benefit for income taxes 73 (6,831) 210 (7,518)
(Provision) benefit for income taxes 27) 203 3,115 446
Income (loss) from discontinued operations $ 46 $ (6,628) $3,325 $(7,072)

The benefit for income taxes for the nine months ended September 30, 2010 primarily relates to a permanent tax
benefit recognized on the sale of the stock of Corporate Magic. The full benefit on the sale was recorded in the second
quarter of 2010, rather than allocated over the year, as the Company believes it more accurately reflects its operations.
The assets and liabilities of the discontinued operations presented in the accompanying condensed consolidated
balance sheets are comprised of (in thousands):

September
30,
2010
Current assets:
Cash and cash equivalents unrestricted $
Trade receivables
Other current assets 63
Total current assets 63
Property and equipment, net
Note receivable, net of discount 388

Goodwill
Other long-term assets

December
31,
2009
$ 4
1,053
1,387

2,444

32

329
54
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Total assets $ 451

Current liabilities:

Accounts payable and accrued liabilities $ 483

Total current liabilities 483

Other long-term liabilities 451

Total long-term liabilities 451

Total liabilities $ 934
10

2,859

3,872

3,872

491

491

4,363
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5. INCOME PER SHARE:
The weighted average number of common shares outstanding is calculated as follows (in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,
2010 2009 2010 2009
Weighted average shares outstanding 47,173 41,091 47,095 40,979
Effect of dilutive stock options 230
Weighted average shares outstanding - assuming
dilution 47,173 41,091 47,095 41,209

For the three months and nine months ended September 30, 2010, and for the three months ended September 30, 2009,
the effect of dilutive stock-based compensation awards was the equivalent of approximately 629,000, 570,000 and
297,000 shares, respectively, of common stock outstanding. Because the Company had a loss from continuing
operations in the three months and nine months ended September 30, 2010 and for the three months ended
September 30, 2009, these incremental shares were excluded from the computation of dilutive earnings per share for
those periods as the effect of their inclusion would have been anti-dilutive.
The Company had stock-based compensation awards outstanding with respect to approximately 1,990,000 and
3,230,000 shares of common stock as of September 30, 2010 and 2009, respectively, that could potentially dilute
earnings per share in the future but were excluded from the computation of diluted earnings per share for the three
months ended September 30, 2010 and 2009, respectively, as the effect of their inclusion would have been
anti-dilutive.
The Company had stock-based compensation awards outstanding with respect to approximately 2,008,000 and
3,940,000 shares of common stock as of September 30, 2010 and 2009, respectively, that could potentially dilute
earnings per share in the future but were excluded from the computation of diluted earnings per share for the nine
months ended September 30, 2010 and 2009, respectively, as the effect of their inclusion would have been
anti-dilutive.
As discussed in Note 9, during September 2009, the Company issued 3.75% Convertible Senior Notes (the

Convertible Notes ) due 2014. It is the Company s intention to settle the face value of the Convertible Notes in cash
upon conversion/maturity. Any conversion spread associated with the conversion/maturity of the Convertible Notes
may be settled in cash or shares of the Company s common stock. The effect of potentially issuable shares under this
conversion spread for the three months ended September 30, 2010 was the equivalent of approximately 294,000
shares of common stock outstanding. Because the Company had a loss from continuing operations in the three months
ended September 30, 2010, these incremental shares were excluded from the computation of dilutive earnings per
share for that period as the effect of their inclusion would have been anti-dilutive.
In connection with the issuance of these notes, the Company entered into warrant transactions with the note
underwriters to sell common stock warrants. The initial strike price of these warrants is $32.70 per share of the
Company s common stock and the warrants cover an aggregate of approximately 13.2 million shares of the Company s
common stock. If the average closing price of the Company s stock during the reporting period exceeds this strike
price, these warrants will be dilutive. The warrants may only be settled in shares of the Company s common stock.

11
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6. COMPREHENSIVE (LOSS) INCOME:
Comprehensive (loss) income is as follows for the respective periods (in thousands):

Three Months
Ended
September 30,
2010 2009
$(31,780) $(12,90

nrealized (loss) gain on natural gas swaps, net of deferred income tax (benefit) provision of $(165) and $144 (292) 23
nrealized gain (loss) on interest rate swaps, net of deferred income tax provision (benefit) of $1,092 and $(578) 2,007 (94

19 4

omprehensive loss $(30,046) $ (13,57

Nine Months
Ended

September 30,
2010 2009

Net (loss) income $(56,350) $ 577
Unrealized (loss) gain on natural gas swaps, net of deferred income tax (benefit) provision of $(165) and $380 (296) 607
Unrealized gain on interest rate swaps, net of deferred income tax provision of $3,121 and $356 5,577 590

25 (22

Comprehensive (loss) income $(51,094) $1,752

A rollforward of the amounts included in accumulated other comprehensive loss related to the fair value of financial
derivative instruments that qualify for hedge accounting, net of taxes, for the nine months ended September 30, 2010
is as follows (in thousands):

Interest Natural
Rate Gas Total
Derivatives Derivatives Derivatives
Balance at December 31, 2009 $(16,481) $ $ (16,481)
2010 changes in fair value, net of deferred taxes 5,577 (385) 5,192
Reclassification to earnings 89 89
Balance at September 30, 2010 $(10,904) $ (296) $ (11,200)

7. PROPERTY AND EQUIPMENT:

Property and equipment of continuing operations at September 30, 2010 and December 31, 2009 is recorded at cost
and summarized as follows (in thousands):

September December
30, 31,
2010 2009
Land and land improvements $ 212,088 $ 212,953
Buildings 2,159,663 2,195,367
Furniture, fixtures and equipment 430,705 507,339
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Construction in progress 121,618 34,664
2,924,074 2,950,323

Accumulated depreciation (771,572) (800,541)

Property and equipment, net $ 2,152,502 $ 2,149,782

The decreases in buildings and furniture, fixtures and equipment, as well as the increase in construction in progress, at
September 30, 2010, as compared to December 31, 2009, are primarily due to the write-off of property and equipment
damaged in the Nashville Flood and the subsequent rebuilding efforts. As the Company

12
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continues its rebuilding efforts, additional write-offs of property and equipment may be necessary. Depreciation
expense of continuing operations, including amortization of assets under capital lease obligations, was $23.2 million
and $27.5 million for the three months ended September 30, 2010 and 2009, respectively, and was $72.3 million and
$80.9 million for the nine months ended September 30, 2010 and 2009, respectively.

8. NOTES RECEIVABLE:

In connection with the development of the Gaylord National Resort and Convention Center ( Gaylord National ), the
Company is currently holding two issuances of bonds and receives the debt service thereon, which is payable from tax
increments, hotel taxes and special hotel rental taxes generated from the development of the Gaylord National. The
Company is recording the amortization of discount on these notes receivable as interest income over the life of the
notes.

During the three months ended September 30, 2010 and 2009, the Company recorded interest income of $3.2 million
and $3.4 million, respectively, on these bonds, which each included $3.2 million of interest that accrued on the bonds
and $0.1 million and $0.2 million, respectively, related to amortization of the discount on the bonds.

During the nine months ended September 30, 2010 and 2009, the Company recorded interest income of $9.6 million
and $11.2 million, respectively, on these bonds, which each included $9.4 million of interest that accrued on the bonds
and $0.2 million and $1.8 million, respectively, related to amortization of the discount on the bonds. The Company
received payments of $16.3 million and $17.1 million during the nine months ended September 30, 2010 and 2009,
respectively, relating to these notes receivable.

9. DEBT:

The Company s debt and capital lease obligations related to continuing operations at September 30, 2010 and
December 31, 2009 consisted of (in thousands):

September December
30, 31,
2010 2009
$1.0 Billion Credit Facility, interest and maturity as described below $ 700,000 $ 700,000
Convertible Senior Notes, interest and maturity as described below, net of
debt discount of $56,494 and $65,136 303,506 294,864
Senior Notes, interest at 6.75%, maturing November 15, 2014 152,180 180,700
Nashville Predators Promissory Note, interest at 6.00%, maturing October 5,
2010 1,000 1,000
Capital lease obligations 575 2,124
Total debt 1,157,261 1,178,688
Less amounts due within one year (1,222) (1,814)
Total long-term debt $ 1,156,039 $ 1,176,874

Giving effect to the waiver under the Company s $1.0 billion credit facility further described below, as of
September 30, 2010, the Company was in compliance with all of its covenants related to its debt.
$1.0 Billion Credit Facility
On July 25, 2008, the Company refinanced its previous $1.0 billion credit facility by entering into a Second Amended
and Restated Credit Agreement (the $1.0 Billion Credit Facility ) by and among the Company, certain subsidiaries of
the Company party thereto, as guarantors, the lenders party thereto and Bank of America, N.A., as administrative
agent. The $1.0 Billion Credit Facility consists of the following components: (a) a
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$300.0 million senior secured revolving credit facility, which includes a $50.0 million letter of credit sublimit and a
$30.0 million sublimit for swingline loans, and (b) a $700.0 million senior secured term loan facility. The term loan
facility was fully funded at closing. The $1.0 Billion Credit Facility also includes an accordion feature that will allow
the Company to increase the $1.0 Billion Credit Facility by a total of up to $400.0 million in no more than three
occasions, subject to securing additional commitments from existing lenders or new lending institutions. The
revolving loan, letters of credit, and term loan mature on July 25, 2012. At the Company s election, the revolving loans
and the term loans will bear interest at an annual rate of LIBOR plus 2.50% or a base rate (the higher of the lead bank s
prime rate and the federal funds rate) plus 0.50%. As further discussed in Note 10, the Company entered into interest
rate swaps with respect to $500.0 million aggregate principal amount of borrowings under the term loan portion to
convert the variable rate on those borrowings to a fixed weighted average interest rate of 3.94% plus the applicable
margin on these borrowings during the term of the swap agreements. Interest on the Company s borrowings is payable
quarterly, in arrears, for base rate loans and at the end of each interest rate period for LIBOR rate-based loans.
Principal is payable in full at maturity. The Company will be required to pay a commitment fee of 0.25% per year of
the average unused portion of the $1.0 Billion Credit Facility.
The $1.0 Billion Credit Facility is (i) secured by a first mortgage and lien on the real property and related personal and
intellectual property of the Company s Gaylord Opryland hotel, Gaylord Texan hotel, Gaylord Palms hotel and
Gaylord National hotel, and pledges of equity interests in the entities that own such properties and (ii) guaranteed by
each of the four wholly owned subsidiaries that own the four hotels. Advances are subject to a 55% borrowing base,
based on the appraisal value of the hotel properties (reduced to 50% in the event a hotel property is sold).
Effective May 19, 2010, the Company, certain subsidiaries of the Company party thereto, the lenders party thereto and
Bank of America, N.A., as administrative agent, entered into a Conditional Waiver (the Waiver ) which waived,
subject to the terms and conditions of the Waiver, any default of the Company under Section 9.01(1) of the $1.0
Billion Credit Facility as a result of the cessation of operations with respect to Gaylord Opryland due to recent flood
damage. The Waiver will expire on December 31, 2010 unless (a) the Company has substantially completed the
restoration and/or rebuilding of the Gaylord Opryland and reopened the Gaylord Opryland for business and (b) all
proceeds used to restore or rebuild the Gaylord Opryland come from insurance proceeds, cash on hand and/or
availability under the Company s revolving line of credit provided for in the $1.0 Billion Credit Facility.
As of September 30, 2010, $700.0 million of borrowings were outstanding under the $1.0 Billion Credit Facility, and
the lending banks had issued $8.6 million of letters of credit under the facility for the Company, which left
$291.4 million of availability under the credit facility (subject to the satisfaction of debt incurrence tests under the
indentures governing the Company s senior notes).
Convertible Senior Notes
During September 2009, the Company issued $360 million, including the exercise of an overallotment option, of
3.75% Convertible Senior Notes (the Convertible Notes ). The Convertible Notes have a maturity date of October 1,
2014, and interest is payable semiannually in cash in arrears on April 1 and October 1, beginning April 1, 2010. The
Convertible Notes are convertible, under certain circumstances as described below, at the holder s option, into shares
of the Company s common stock, at an initial conversion rate of 36.6972 shares of common stock per $1,000 principal
amount of the Convertible Notes, which is equivalent to an initial conversion price of approximately $27.25 per share.
The Company may elect, at its option, to deliver shares of its common stock, cash or a combination of cash and shares
of its common stock in satisfaction of its obligations upon conversion of the Convertible Notes.
The Company accounts for the liability (debt) and the equity (conversion option) components of the Convertible
Notes in a manner that reflects the Company s nonconvertible debt borrowing rate. Accordingly, the Company
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recorded a debt discount and corresponding increase to additional paid-in capital of $68.0 million as of the date of
issuance. In addition, transaction costs of approximately $10.0 million were proportionally allocated between the
liability and equity components. The Company is amortizing the debt discount utilizing the effective interest method
over the life of the Convertible Notes, which increases the effective interest rate of the Convertible Notes from its
coupon rate of 3.75% to 8.46%. During the three months and nine months ended September 30, 2010, the Company
incurred cash interest expense of $3.4 million and $10.1 million, respectively, relating to the interest coupon on the
Convertible Notes and non-cash interest expense of $2.9 million and $8.6 million, respectively, related to the
amortization of the debt discount on the Convertible Notes. During the three months and nine months ended
September 30, 2009, the Company incurred cash interest expense of $0.1 million relating to the interest coupon on the
Convertible Notes and non-cash interest expense of $0.1 million related to the amortization of the debt discount on the
Convertible Notes.
The Convertible Notes are convertible under any of the following circumstances: (1) during any calendar quarter
ending after September 30, 2009 (and only during such calendar quarter), if the closing price of the Company s
common stock for at least 20 trading days during the 30 consecutive trading day period ending on the last trading day
of the immediately preceding calendar quarter exceeds 120% of the applicable conversion price per share of common
stock on the last trading day of such preceding calendar quarter; (2) during the ten business day period after any five
consecutive trading day period in which the Trading Price (as defined in the Indenture) per $1,000 principal amount of
the Convertible Notes, as determined following a request by a Convertible Note holder, for each day in such five
consecutive trading day period was less than 98% of the product of the last reported sale price of the Company s
common stock and the applicable conversion rate, subject to certain procedures; (3) if specified corporate transactions
or events occur; or (4) at any time on or after July 1, 2014, until the second scheduled trading day immediately
preceding October 1, 2014. As of September 30, 2010, none of the conditions permitting conversion had been
satisfied.
The Convertible Notes are guaranteed, jointly and severally, on an unsecured unsubordinated basis by generally all of
the Company s active domestic subsidiaries. Each guarantee will rank equally in right of payment with such subsidiary
guarantor s existing and future senior unsecured indebtedness and senior in right of payment to all future subordinated
indebtedness, if any, of such subsidiary guarantor. The Convertible Notes will be effectively subordinated to any
secured indebtedness and effectively subordinated to all indebtedness and other obligations of the Company s
subsidiaries that do not guarantee the Convertible Notes.
Concurrently with the offering of the Convertible Notes, the Company entered into convertible note hedge
transactions with respect to its common stock (the Purchased Options ) with counterparties affiliated with the initial
purchasers of the Convertible Notes, for purposes of reducing the potential dilutive effect upon conversion of the
Convertible Notes. The initial strike price of the Purchased Options is $27.25 per share of the Company s common
stock (the same as the initial conversion price of the Convertible Notes) and is subject to certain customary
adjustments. The Purchased Options cover, subject to anti-dilution adjustments substantially similar to the Convertible
Notes, approximately 13.2 million shares of common stock. The Company may settle the Purchased Options in shares,
cash or a combination of cash and shares, at the Company s option. The cost of the Purchased Options was
approximately $76.7 million, which was recorded as a reduction to additional paid-in capital. The Purchased Options
will expire on October 1, 2014.
Separately and concurrently with entering into the Purchased Options, the Company also entered into warrant
transactions whereby it sold warrants to each of the hedge counterparties to acquire, subject to anti-dilution
adjustments, up to approximately 13.2 million shares of common stock at an initial exercise price of $32.70 per share.
The warrants may only be settled in shares of the Company s common stock. The aggregate proceeds from the warrant
transactions were approximately $43.7 million, which was recorded as an increase to additional paid-in capital.
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Repurchase of Senior Notes
During the nine months ended September 30, 2010, the Company repurchased $28.5 million in aggregate principal
amount of its outstanding 6.75% senior notes for $27.0 million. After adjusting for the write-off of $0.3 million in
deferred financing costs and other costs, the Company recorded a pretax gain of $1.3 million as a result of the
repurchases, which is recorded as a net gain on extinguishment of debt in the accompanying condensed consolidated
statement of operations for the nine months ended September 30, 2010.
During the nine months ended September 30, 2009, the Company repurchased $88.6 million in aggregate principal
amount of its outstanding senior notes ($61.6 million of 8% senior notes and $27.0 million of 6.75% senior notes) for
$62.5 million. After adjusting for the write-off of $1.1 million in deferred financing costs and other costs, the
Company recorded a pretax gain of $24.7 million, respectively, as a result of the repurchases, which is recorded as a
net gain on extinguishment of debt in the accompanying condensed consolidated statement of operations for the nine
months ended September 30, 2009.
10. DERIVATIVE FINANCIAL INSTRUMENTS:
The Company is exposed to certain risks relating to its ongoing business operations. The primary risks managed by
using derivative instruments are interest rate risk and commodity price risk. Interest rate swaps are entered into to
manage interest rate risk associated with portions of the Company s fixed and variable rate borrowings. Natural gas
price swaps are entered into to manage the price risk associated with forecasted purchases of natural gas and
electricity used by the Company s hotels. The Company designates its interest rate swaps as cash flow hedges of
variable rate borrowings and its natural gas price swaps as cash flow hedges of forecasted purchases of natural gas and
electricity. The Company had designated certain interest rate swaps of its fixed rate borrowings as fair value hedges
prior to the termination of these interest rate swaps in the second quarter of 2009. Prior to July 2009, a portion of the
Company s natural gas price swap contracts were considered economic hedges and did not qualify for hedge
accounting. All of the Company s derivatives are held for hedging purposes. The Company does not engage in
speculative transactions, nor does it hold or issue financial instruments for trading purposes. All of the counterparties
to the Company s derivative agreements are financial institutions with at least investment grade credit ratings.
Cash Flow Hedging Strategy
For derivative instruments that are designated and qualify as a cash flow hedge, the effective portion of the gain or
loss on the derivative instrument is reported as a component of other comprehensive (loss) income ( OCI ) and
reclassified into earnings in the same line item associated with the forecasted transaction and in the same period or
periods during which the hedged transaction affects earnings (e.g., in interest expense when the hedged transactions
are interest cash flows associated with variable rate debt). The remaining gain or loss on the derivative instrument in
excess of the cumulative change in the present value of future cash flows of the hedged item, or ineffectiveness, if
any, is recognized in the statement of operations during the current period.
The interest rate swap agreement currently utilized by the Company effectively modifies the Company s exposure to
interest rate risk by converting $500.0 million, or 71%, of the Company s variable rate debt outstanding under the term
loan portion of the Company s $1.0 Billion Credit Facility to a weighted average fixed rate of 3.94% plus the
applicable margin on these borrowings, thus reducing the impact of interest rate changes on future interest expense.
This agreement involves the receipt of variable rate amounts in exchange for fixed rate interest payments through
July 25, 2011, without an exchange of the underlying principal amount. The critical terms of the swap agreements
match the critical terms of the borrowings under the term loan portion of the $1.0 Billion Credit Facility. Therefore,
the Company has designated these interest rate swap agreements as cash flow hedges. As the terms of these
derivatives match the terms of the underlying hedged items, there should be no gain (loss) from ineffectiveness
recognized in income on derivatives unless there is a termination of the derivative or the forecasted transaction is
determined to be unlikely to occur.
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The Company has entered into natural gas price swap contracts to manage the price risk associated with a portion of
the Company s forecasted purchases of natural gas and electricity used by the Company s hotels. The objective of the
hedge is to reduce the variability of cash flows associated with the forecasted purchases of these commodities. At
September 30, 2010, the Company had 27 variable to fixed natural gas price swap contracts that mature from
October 2010 to December 2011 with an aggregate notional amount of approximately 798,750 dekatherms. The
Company has designated these natural gas price swap contracts as cash flow hedges. The Company assesses the
correlation of the terms of these derivatives with the terms of the underlying hedged items on a quarterly basis.
The Company previously entered into six natural gas price swap contracts that were scheduled to mature from
July 2010 to December 2010 to manage the price risk associated with a portion of the forecasted purchases of natural
gas to be used at Gaylord Opryland. As a result of the Nashville Flood discussed above, the majority of these
purchases were not going to be made. During June 2010, the Company terminated these contracts and received
$0.1 million in cash, which is recorded in other gains and losses in the accompanying condensed consolidated
statement of operations for the nine months ended September 30, 2010.
Fair Value Hedging Strategy
For derivative instruments that are designated and qualify as fair value hedges, the gain or loss on the derivative
instrument, as well as the offsetting loss or gain on the hedged item attributable to the hedged risk, is recognized in the
same line item associated with the hedged item in current earnings (e.g., in interest expense when the hedged item is
fixed-rate debt).
The Company previously entered into two interest rate swap agreements to manage interest rate risk exposure on its
fixed rate debt. The interest rate swap agreements utilized by the Company effectively modified the Company s
exposure to interest rate risk by converting $125.0 million of the Company s fixed rate debt outstanding under its
previously outstanding 8% senior notes to a variable rate equal to six-month LIBOR plus 2.95%, thus reducing the
impact of interest rate changes on the fair value of the underlying fixed rate debt. These agreements involved the
receipt of fixed rate amounts in exchange for variable rate interest payments through November 15, 2013, without an
exchange of the underlying principal amount. The critical terms of the swap agreements mirrored the terms of the 8%
senior notes. Therefore, the Company designated these interest rate swap agreements as fair value hedges. The
counterparties, as permitted by the agreements, each opted to terminate its portion of the $125.0 million swap
agreement effective May 15, 2009. As stated in the agreement, the two counterparties each paid a $2.5 million
termination fee, plus accrued interest, to the Company on May 15, 2009. Prior to the redemption of the 8% senior
notes in 2009, the Company amortized the resulting $5.0 million gain on the swap agreements over the remaining
term of the 8% senior notes using the effective interest method. As a result of the redemption of the 8% senior notes in
2009, the Company recognized the remaining unamortized gain on the swap agreement during the fourth quarter of
2009. During the nine months ended September 30, 2009, the Company recognized a loss on derivative of
$1.2 million and a gain on the related hedged fixed rate debt of $1.2 million, both of which are recorded in interest
expense, net of amounts capitalized, in the accompanying condensed consolidated statement of operations for the nine
months ended September 30, 2009.
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The fair value of the Company s derivative instruments based upon quotes, with appropriate adjustments for
non-performance risk of the parties to the derivative contracts, at September 30, 2010 and December 31, 2009 is as
follows (in thousands):

Asset Derivatives Liability Derivatives
September September
30, December 31, 30, December 31,
2010 2009 2010 2009
Derivatives designated as hedging
instruments:
Interest rate swaps  cash flow hedges $ $ $16,963 $ 25,661
Natural gas swaps 460
Total derivatives designated as hedging
instruments $ $ $17,423 $ 25,661
Total derivatives not designated as hedging
instruments $ $ $ $
Total derivatives $ $ $17,423 $ 25,661

The effect of derivative instruments on the statement of operations for the respective periods is as follows (in
thousands):

Amount of Gain (Loss)

Recognized in OCI on Amount Reclassified
Derivative from
Accumulated OCI into
(Effective Portion) Income
Three Three Three
Derivatives in Months Three Months Months Months
Location of
Amount
Cash Flow Hedging Ended Ended Reclassified from Ended Ended
September September 30, Accumulated September  September
Relationships 30, 2010 2009 OCI into Income 30, 2010 30, 2009

Interest expense,
net of amounts

Interest rate swaps $ 3,100 $ (1,527)  capitalized $ $
Natural gas swaps (447) 374 Other gains (losses), net
Total $ 2,653 $ (1,153) Total $ $

Amount of Gain (Loss)
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Recognized in OCI on
Derivative
(Effective Portion)
Nine
Derivatives in Months Nine Months
Cash Flow Hedging Ended Ended
September September 30,
Relationships 30, 2010 2009
Interest rate swaps $ 8,098 $ 946
Natural gas swaps (540) 987
Total $ 8,158 $ 1,933

Derivatives Not
Location of Gain

(Loss) Recognized
Designated as in
Income on
Hedging Instruments Derivatives
Other gains and (losses),

Natural gas swaps net

Amount Reclassified

from
Accumulated OCI into
Income
Nine Nine
Months Months
Location of
Amount
Reclassified from Ended Ended
Accumulated September  September
OClI into Income 30, 2010 30, 2009
Interest expense,
net of amounts
capitalized $ $
Other gains (losses), net (89)
Total $ 89 $

Amount of Gain (Loss) Recognized in Income on

Derivative

Three Three Nine Nine
Months Months Months Months
Ended Ended Ended Ended

September September September September
30, 30, 30, 30,
2010 2009 2010 2009
$ $ 202 $ (106)

26



Edgar Filing: GAYLORD ENTERTAINMENT CO /DE - Form 10-Q

11. SUPPLEMENTAL CASH FLOW DISCLOSURES:
Cash paid for interest related to continuing operations for the respective periods was comprised of (in thousands):

Three Months Ended Nine Months Ended
September 30, September 30,
2010 2009 2010 2009
Debt interest paid $10,383 $ 9,690 $43,049 $48,072
Deferred financing costs paid 8,077 8,077
Capitalized interest (459) (448) (824) (1,275)
Cash interest paid, net of capitalized interest $ 9,924 $17,319 $42,225 $54,874

Net cash refunds of income tax payments for the nine months ended September 30, 2010 and 2009 were $28.8 million
and $3.7 million, respectively (net of cash payments of income taxes of $1.3 and $1.6 million, respectively).
12. STOCK PLANS:
The Company s 2006 Omnibus Incentive Plan (the Plan ) permits the grant of stock options, restricted stock, and
restricted stock units to its directors and employees for up to 2,690,000 shares of common stock. The Plan also
provides that no more than 1,350,000 of those shares may be granted for awards other than options or stock
appreciation rights. The Company records compensation expense equal to the fair value of each stock option award
granted on a straight line basis over the option s vesting period unless the option award contains a market provision, in
which case the Company records compensation expense equal to the fair value of each award on a straight line basis
over the requisite service period for each separately vesting portion of the award. The fair value of each option award
is estimated on the date of grant using the Black-Scholes-Merton option pricing formula. During the three months and
nine months ended September 30, 2010, the Company granted 7,200 and 510,396 stock options, respectively, with a
weighted-average grant-date fair value of $13.29 and $11.55, respectively. Including shares permitted under previous
plans, at September 30, 2010 and December 31, 2009, there were 3,615,247 and 3,364,183 shares, respectively, of the
Company s common stock reserved for future issuance pursuant to the exercise of outstanding stock options.
The Plan also provides for the award of restricted stock and restricted stock units ( Restricted Stock Awards ). The fair
value of Restricted Stock Awards is determined based on the market price of the Company s stock at the date of grant.
The Company records compensation expense equal to the fair value of each Restricted Stock Award granted over the
vesting period. During the three months and nine months ended September 30, 2010, the Company granted 3,000 and
248,530 Restricted Stock Awards, respectively, with a weighted-average grant-date fair value of $27.29 and $21.25,
respectively. At September 30, 2010 and December 31, 2009, Restricted Stock Awards of 460,705 and 318,768
shares, respectively, were outstanding.
Under its long term incentive plan for key executives ( LTIP ) pursuant to the Plan, in February 2008, the Company
granted selected executives and other key employees 449,500 restricted stock units ( LTIP Restricted Stock Units ),
which initially vested to the extent performance criteria were satisfied at the end of their four-year term. On
September 3, 2010, the Company and certain executives entered into amendments to certain of the LTIP Restricted
Stock Unit award agreements. As amended, the LTIP Restricted Stock Units will vest as follows: 25% of the LTIP
Restricted Stock Units vested on the date of amendment; some, all or none of the remaining 75% of the LTIP
Restricted Stock Units will vest on February 4, 2012 based on the extent to which the performance criteria specified in
the original award agreement are satisfied (consistent with the original terms of the award agreements); and 25% of
the LTIP Restricted Stock Units will vest on December 31, 2012 provided that the recipient remains employed by the
Company on such date (unless vested earlier on February 4, 2012 to the extent performance criteria are satisfied). The
number of LTIP Restricted Stock Units
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that ultimately vest will be determined based on the achievement of various company-wide performance goals. Based
on current projections, the Company expects that portions of the performance goals will be achieved and, when
coupled with the time-based portion of the awards, all of the LTIP Restricted Stock Units granted will vest. As a result
of the amendments to the LTIP Restricted Stock Unit award agreements, the Company recorded additional
compensation cost of $2.5 million during the three months and nine months ended September 30, 2010.The Company
is currently recording compensation expense equal to the fair value of all of the LTIP Restricted Stock Units granted
on a straight-line basis over the vesting period. If there are changes in the expected achievement of the performance
goals, the Company will adjust compensation expense accordingly. The fair value of the LTIP Restricted Stock Units
was determined based on the market price of the Company s stock at the date of grant for the performance-based
awards and based on the market price of the Company s stock at the date of the amendments for the time-based
awards. At September 30, 2010 and December 31, 2009, LTIP Restricted Stock Units of 281,500 and 365,750 shares,
respectively, were outstanding.
Under the LTIP, in February 2008, the Company also granted selected executives and other key employees 650,000
stock options ( LTIP Stock Options ), which vested two to four years from the date of grant and had a term of ten years.
The LTIP Stock Options were granted with an exercise price of $38.00, while the market price of the Company s
common stock on the grant date was $31.02. As a result of this market condition, prior to August 6, 2009, the
Company recorded compensation expense equal to the fair value of each LTIP Stock Option granted on a straight-line
basis over the requisite service period for each separately vesting portion of the award.
On August 6, 2009, the Company entered into Stock Option Cancellation Agreements with certain members of its
management team, pursuant to which such individuals surrendered and cancelled 510,000 LTIP Stock Options with an
exercise price of $38.00 per share, as well as 472,200 stock options with exercise prices ranging from $40.22 to
$56.14 per share, to purchase shares of the Company s common stock (the Cancelled Stock Options ), in order to make
additional shares available under the Company s 2006 Omnibus Incentive Plan for future equity grants to Company
personnel. Pursuant to the terms of the Stock Option Cancellation Agreements, these individuals and the Company
acknowledged and agreed that the surrender and cancellation of the Cancelled Stock Options was without any
expectation to receive, and was without any obligation on the Company to pay or grant, any cash payment, equity
awards or other consideration presently or in the future in regard to the cancellation of the Cancelled Stock Options.
The Company determined that because the Cancelled Stock Options were cancelled without a concurrent grant of a
replacement award, the cancellation should be accounted for as a settlement for no consideration. Therefore, the
Company recorded the previously unrecognized compensation cost related to the Cancelled Stock Options of
$3.0 million during the three months and nine months ended September 30, 2009. At both September 30, 2010 and
December 31, 2009, LTIP Stock Options of 76,666 shares were outstanding.
The compensation cost that has been charged against pre-tax income for all of the Company s stock-based
compensation plans, including the additional compensation cost related to the amendments of the LTIP Restricted
Stock Unit award agreements and the previously unrecognized compensation cost related to the Cancelled Stock
Options described above, was $4.4 million and $4.6 million for the three months ended September 30, 2010 and 2009,
respectively, and $8.0 million and $8.6 million for the nine months ended September 30, 2010 and 2009, respectively.
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13. RETIREMENT AND POSTRETIREMENT BENEFITS OTHER THAN PENSION PLANS:
Net periodic pension expense reflected in the accompanying condensed consolidated statements of