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PART |

FINANCIAL INFORMATION

ltem 1. FINANCIAL STATEMENTS

ASSETS

Cash and due from banks
Investment securities, available for sale
Investment securities, held to maturity

Loans
Allowance for loan | osses
Net loans

Premises and equipment, net
Interest receivable
Intangible assets

Other assets

Vail Banks, Inc.
Consolidated Balance Sheets
(in thousands)

LIABILITIESAND SHAREHOLDERS EQUITY

Liabilities
Deposits:
Non-interest bearing
Interest bearing
Total deposits

Short-term borrowings:
Federal funds purchased
FHLB advances
Total short-term borrowings

Interest payable and other ligbilities
Total liabilities

Minority interest

Shareholders’ equity
Common stock
Additional paid-in capital
Retained earnings

Accumulated other comprehensive income (loss), net of taxes

Tota shareholders' equity

See accompanying notes to consolidated financial statements.

June 30, December 31,
2000 1999
(unaudited)
22361 $ 29,971
28,564 31,446
5,289 5,345
356,547 336,735
(3,192 (2,739)
353,355 333,996
34,787 34,954
2,868 2,724
25,067 24,177
2,323 2,349
474,614 $ 464,962
82,181 $ 86,991
291,943 285,751
374,124 372,742
855 11,060
35,000 19,000
35,855 30,060
2,772 2,778
412,751 405,580
679 655
6,081 6,069
46,755 46,747
8,821 6,378
(473) (467)
61,184 58,727
474,614 $ 464,962




Vail Banks, Inc.

Consolidated Statements of Income and Compr ehensive I ncome
(in thousands, except share data)

Interest income
Interest and fees on loans
Interest on investment securities
Interest on federal funds sold and other
short-term investments
Total interest income
Interest expense
Deposits
Short-term borrowings
Notes payable
Total interest expense
Net interest income

Provision for loan losses
Net interest income after provision
for loan losses

Non-interest income
Deposit related
Mortgage banking
Other

Non-interest expense
Salaries and employee benefits
Occupancy
Furniture and equipment
Amortization of intangible assets
Other

Income before income taxes

Income tax
Net income
Unrealized gain (loss) on available for sale
securities
Comprehensive income

Earnings per share
Basic
Diluted

Average common shares
Basic
Diluted

See accompanying notes to consolidated financial statements.

Three months ended June 30, Six months ended June 30,
2000 1999 2000 1999
(unaudited) (unaudited) (unaudited) (unaudited)
$ 9,680 7,858 18,708 14,755
506 547 1,011 1,040
282 7 806
10,186 8,687 19,726 16,601
2,898 2,554 5,622 5,176
693 1,167
14
3,591 2,554 6,789 5,190
6,595 6,133 12,937 11,411
300 80 600 80
6,295 6,053 12,337 11,331
682 609 1,341 1,148
544 1,019
595 372 1,192 760
1,821 981 3,552 1.908
3,067 2,399 6,105 5,012
573 613 1,223 1,184
648 460 1,318 899
274 241 547 475
1,182 1,303 2,339 2,445
5,744 5,016 11,532 10,015
2,372 2,018 4,357 3,324
867 765 1,670 1,255
1,505 1,253 2,687 1,969
91 (365) (6) (362)
$ 1,596 888 2,681 1,607
$ .25 21 A4 .33
$ .25 21 A4 .32
6,042,432 6,040,608 6,042,119 6,040,608
6,108,924 6,087,662 6,108,397 6,108,466



Vail Banks, Inc.
Consolidated Statements of Cash Flows
(in thousands)

Six months ended

June 30,
2000 1999
(unaudited) (unaudited)
Cash flows from operating activities
Net income $ 2687 $ 1,969
Adjustments to reconcile net income to net cash provided from operating
activities, net of effects of purchase business combinations:
Amortization of intangible assets 547 475
Depreciation and amortization of premises and equipment 1,068 978
Provision for loan losses 600 80
Recognition of stock compensation on restricted stock 19
Net amortization of premiums on investment securities 31 82
Deferred income tax expense 690
Changes in operating assets and ligbilities:
(Increase) in interest receivable (244) (74)
(Increase) decrease in intangible and other assets 666 (2,000)
(Decrease) in interest payable and other liabilities (494) (2,798)
Other, net 24
Net cash provided by operating activities 5,004 402
Cash flows from investing activities, net of effects of purchase business
combinations
Net decrease in federal funds sold 29,455
Purchase of investment securities available for sde (663) (16,873)
Proceeds from maturities of investment securities held to maturity 60 2,178
Proceeds from maturities of investment securities available for sde 3474 11,080
Net decrease (increase) in loans (20,560) (31,410)
Purchase of premises and equipment (787) (3,287)
Net cash paid for acquisitions (1,071)
Net cash used in investing activities (19,547) (8,857)
Cash flows from financing activities, net of effects of purchase business
combinations
Net increase in deposits 1,382 5,192
Net increase (decrease) in federal funds purchased (10,205)
Net increase in FHLB advances 16,000
Repayments of notes payable (1,114)
Dividends paid (244)
Net cash provided by financing activities 6,933 4,078
Net decrease in cash and due from banks (7,610) (4,377)
Cash and due from banks at beginning of period 29,971 28,469
Cash and due from banks at end of period $ 22,361 24,092
Supplemental disclosures of cash flow information
Cash paid during the period for:
Interest expense $ 6861 $ 5,356
Income taxes $ 1550 $ 490
Noncash investing and financing transactions
Foreclosure of collateralized loans, net of reserve $ 601 $ 158

See accompanying notes to consolidated financial statements.



Vail Banks, Inc. and Subsidiaries
Notes to Unaudited Consolidated Financial Statements
As of June 30, 2000
(in thousands, except share data)

Q) Organization and Basis of Presentation

The accompanying unaudited consolidated financial statements include the accounts of Vail Banks, Inc. (VBI or the Company)
and its wholly owned subsidiary, WestStar Bank (WestStar). WestStar and VBI own a 54.04% interest in Avon 56 Limited which is
also included in the accompanying consolidated financial statements. All entities are collectively referred to as “Vail Banks.” All
significant intercompany accounts and transactions have been eliminated in consolidation.

The accompanying unaudited consolidated financial statements, which are for interim periods, do not include al disclosures
provided in the consolidated financial statements as of December 31, 1999. These interim consolidated financia statements and the
notes thereto should be read in conjunction with VBI’s Annual Report on Form 10-KSB as of and for the year ended December 31,
1999.

In the opinion of management all adjustments necessary, consisting of only normal recurring items, have been included for a
fair presentation of the accompanying consolidated financial statements. Operating results for the six months ended June 30, 2000, are
not necessarily indicative of the results that may be expected for the full year.

2 Provision and Allowance for Loan Losses

Vail Banks' lending personnel are responsible for the continuous monitoring of the quality of itsloan portfolio. In connection
with the determination of the allowance for loan losses, management obtains independent appraisals for significant properties and
assesses estimated future cash flows from borrowers' operations and the liquidation of loan collateral. The alowance for loan lossesis
based primarily on management’s estimate of possible loan losses from these procedures and historical experiences. These estimates
involve judgments and a certain level of subjectivity; changesin economic conditions may necessitate revisionsin future years.

Various regulatory agencies, as an integral part of their examination process, periodicaly review Vail Banks' allowance for
loan losses. Such agencies may require Vail Banks to record additional provisions for potential losses based upon their evaluation of
information available at the time of their examination.

3 Earnings Per Share

The Company computes basic and diluted earnings per share in accordance with SFAS No. 128, Earnings per Share (Statement
128). Basic earnings per share is computed by dividing net income available to common shareholders by the weighted-average number
of common shares outstanding during the period. Diluted earnings per share is computed similar to basic earnings per share, except that
the denominator is increased to include the number of additional common shares that would have been outstanding if dilutive potential
common shares had been issued. In addition, the numerator is adjusted for any changesin net income that would have resulted from the
assumed conversion of the potential common shares.

4 Accounting for Derivative Instruments and Hedging Activities

In June 1998, the FASB issued SFAS No. 133, Accounting for Derivative Instruments and Hedging Activities (as amended by
SFAS No. 137), which is effective for years beginning after June 15, 2000. Vail Banks has not engaged in the use of derivatives and
does not conduct hedging activities; thus management does not anticipate that the adoption of the new statement will have a significant
effect on earnings or the financia position of Vail Banks.



5) Investment Securities

Debt securities that the Company has the positive intent and ability to hold to maturity are classified as held-to-maturity and
reported at cost, adjusted for amortization or accretion of premiums or discounts. Other investment securities are classified as
available-for-sale and reported at fair value. Unrealized gains and |osses, net of the related tax effect, on available-for-sale securities are
reported as a separate component of shareholders’ equity, and the change of such gains and losses are reported as other comprehensive
income. Transfer of securities between categoriesis recorded at the lower of cost or fair value on the date of transfer.

Realized gains and losses on the sale of investment securities are determined using the specific identification method at the
time of sale or redemption at maturity. Discounts or premiums are accreted or amortized using the level-yield method to the earlier of
call date or maturity of the related held-to-maturity security.

(6) Income Taxes

Income taxes are accounted for under the asset and liability method. Deferred tax assets and liabilities are recognized for the
future tax consequences attributable to differences between the book values and tax bases of existing assets and ligbilities. Deferred tax
assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the years in which those temporary
differences are expected to be recovered or settled.

[tem 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATION

Basis of Presentation

The following discussion and analysis provides information regarding Vail Banks' financial condition as of June 30, 2000, and
its results of operations for the three and six months ended June 30, 2000, in comparison to the three and six months ended June 30,
1999. The following discussion should be read in conjunction with the consolidated financia statements and related notes included
elsewhere in this Quarterly Report on Form 10-QSB, and in conjunction with Vail Banks Annua Report on Form 10-KSB for the year
ended December 31, 1999.

Overview

Net income was $2.7 million for the six months ended June 30, 2000, up from $2.0 million for the six months ended June 30,
1999, an increase of 36%. Net income for the three months ended June 30, 2000, was $1.5 million, up $323,000, or 27%, from $1.2
million for the quarter ended March 31, 2000, and up $252,000 from $1.3 million for the quarter ended June 30, 1999, a 20%
increase.

Diluted earnings per share for the six months ended June 30, 2000, was $0.44 compared to $0.32 for the six months ended June
30, 1999, an increase of 38%, and $0.25 for the quarter ended June 30, 2000, a 19% increase over $0.21 for the quarter ended
June 30, 1999.

As the result of acquisitions since 1995, Vail Banks had goodwill of $25 million and $24 million at June 30, 2000, and
December 31, 1999, respectively. Since the amortization of goodwill does not result in a cash expense, Vail Banks believes that
supplemental reporting of its operating resultson a “cash” (or “tangible”) basis (which excludes the effect of amortization of goodwill)
represents a relevant measure of financia performance. The supplemental cash basis data presented herein does not exclude the effect
of other non-cash operating expenses such as depreciation, provision for loan losses, or deferred income taxes associated with the
results of operations.

On an operating basis, cash earnings (defined as net income plus amortization) for the six months ended June 30, 2000, was $3.2
million ($0.53 per share, diluted) compared with $2.4 million for the six months ended June 30, 1999, ($0.40 per share, diluted), an
increase of 33% in cash earnings and 32% in diluted earnings per share. For the quarter ended June 30, 2000, cash earnings were $1.8
million ($0.29 per share, diluted) compared to $1.46 million ($0.24 per share diluted) for the quarter ended March 31, 2000, and $1.5
million ($0.25 per share diluted) for the quarter ended June 30, 1999. This quarter’s cash operating income increased 22% from first
quarter of 2000 and 19% from second quarter of 1999.



Operating income (cash earnings) to average tangible assets was 1.57% for the quarter ended June 30, 2000, and 1.44% for the
six months ended June 30 compared to 1.46% for the quarter ended June 30, 1999, and 1.20% year to date as of June 30, 1999.

The return on average equity was 10.01% for the quarter ended June 30, 2000, compared to 7.98% for the quarter ended
March 31, 2000, and 9.05% for the quarter ended June 30, 1999.

Consolidated Condensed Balance Sheets

The Company's assets increased by $9.7 million or 2%, to $474.6 million as of June 30, 2000, from $465.0 million as of
December 31, 1999, and by $32.8 from June 30, 1999, total assets of $441.8 million. During the quarter ended June 30, 2000, assets
increased by $306,000 from March 31, 2000, as the Company sold loan participations totaling $8.5 million.

Cash and due from other bank balances decreased by $2.0 million, or 8%, from $24.3 million at March 31, 2000, to $22.4
million at June 30, 2000, as management continues to make a concerted effort to decrease cash on hand and balances maintained in
correspondent banks. From December 31, 1999, to June 30, 2000, cash balances decreased by $7.6 million or 25%. Cash was higher
than average at December 31, 1999, due to the seasonal fluctuations of our resort communities and the excess cash maintained for
compliance with our Y ear 2000 contingency plan.

During the three months ended June 30, 2000, the loan portfolio increased $4.2 million, or 1%, from March 31, 2000. While
the healthy Colorado economy has offered opportunities for high quality loan growth, the seasonality of WestStar’s deposits requires
the Company to utilize aternate sources of funding during non-peak deposit periods. During the quarter, management sold loan
participations totaling $8.5 million to generate additional liquidity for lending. Total loans at June 30, 2000, were $356.5 million
compared to $300.4 million at June 30, 1999, a 19% increase.

Investment securities were $33.9 million as of June 30, 2000, compared to $35.0 million as of March 31, 2000, (a decrease of
3%) and $36.8 million as of December 31, 1999, (a decrease of 8%).

The increase in intangible assets from $24.2 million at December 31,1999, to $25 million at June 30, 2000, is the result of the
acquisition of First Western.

Deposits increased by $1.4 million from $372.7 million as of December 31, 1999, to $374.1 million at June 30, 2000, and
decreased by $6.4 million, or 2%, from $380.5 million as of March 31, 2000. The decrease in deposits experienced in the second
quarter of 2000 was largely attributable to seasonal factors.

During the second quarter of 2000, noninterest-bearing deposits increased by $3.8 million, or 5%, while interest-bearing
deposits decreased by $10.1 million, or 3%, as compared to March 31, 2000. Noninterest-bearing demand deposits comprised 22% of
total deposits as of June 30, 2000, 21% as of March 31, 2000, 23% as of December 31, 1999, and 22% as of June 30, 1999. This
stability in the mix of non-interest deposits to total deposits was maintained throughout 1999.

There were no federal funds sold at either June 30, 2000, or March 31, 2000. Federa funds purchased and Federal Home Loan
Bank borrowings increased $6.4 million, or 22%, from March to June 2000. The absence of federal funds sold and the presence of
short- term borrowings is a result of funding the growth in the loan portfolio while total deposits have remained relatively unchanged.
There were no federal funds purchased or short-term borrowings outstanding at June 30, 1999.

Results Of Operations

Net Interest Income. Net interest income was $6.6 million for the three months ended June 30, 2000, compared to $6.3
million (a 4% increase) for the three months ended March 31, 2000, and $6.1 million for the three months ended June 30, 1999, (a
7.5% increase).

The interest margin on afully tax equivalent basis for the six months ended June 30, 2000, was 6.74% compared to 6.58% for
the six months ended June 30, 1999. The net interest margin of 6.77% for the quarter ended June 30, 2000, compares favorably to
6.70% for the quarter ended March 31, 2000, but was less than the 7.03% earned during the second quarter of 1999. The increase from
first to second quarter of 2000 was due primarily to the increase in yield on average earning assets from 10.05% to 10.44%, a 39 basis



points improvement, while the cost of interest bearing liabilities increased to 4.28% in the second quarter from 3.96% in the first
quarter, an increase of 32 basis points.

Additionally, growth of the Company's average earning assets during the second quarter also supported the margin increase.
Average earning assets increased $10.7 million, to $393.9 million as of June 30, 2000, from $383.2 million as of March 31, 2000,
and from $352.2 million as of June 30, 1999. The margin has remained stable in the past nine months, staying in the 6.70% to 6.77%
range despite increases in short term interest rates by the Federal Reserve Bank of 125 basis points.

Provision and Allowance for Loan Losses. Provision expense for the six months ended June 30, 2000, totaled $600,000
compared to $80,000 recorded in the six months ended June 30, 1999. This provision for loan losses covered net charge offs for the
first six months of 2000 by over 400%. The allowance for loan losses of $3.2 million as of June 30, 2000, increased 16.5% from the
$2.7 million level as of December 31, 1999, and 7% from the $3.0 million level as of March 31, 2000, and it represents .90% of total
loans and 225% of non-performing loans. The increase of $680,000, or 27%, from $2.5 million at June 30, 1999, was intended to
support the normal potential loss content in the growth of the Company's loan portfolio. Key indicators of asset quality such as net
charge-offs as a percentage of total loans, non-performing loansto total 1oans, and provision for loan losses coverage of net charge-offs
have remained positive, while the average level of outstanding loans has increased to $359.5 million for the quarter ended June 30,
2000, from $347 million for the quarter ended March 31, 2000, and $286 million for the quarter ended June 30, 1999.

The alowance for loan losses represents management's recognition of the risks of extending credit and its evaluation of the
potential loss content of the loan portfolio. The Company maintains an allowance for |oan losses based upon, among other things, such
factors as the amount of problem loans, general economic conditions, historical loss experience, and the evauation of the underlying
collateral including holding and disposal costs. Specific alowances are provided for individua loans when ultimate collection is
considered questionable by management. Management actively monitors the Company's asset quality and will charge off loans against
the allowance for loan losses when appropriate and will provide specific loss alowances when necessary. Although management
believes it uses the best information available to make determinations with respect to the alowance for loan losses, future adjustments
may be necessary if economic conditions differ from the assumptions used in making the initial determinations. The following table
presents, for the period indicated, an analysis of the allowance for loan and lease |osses and other related data.

Allowancefor Loan L osses Analysis (in thousands) Six months ended
June 30,
2000 1999

(unaudited) (unaudited)
Average total loans $ 353,245 $ 277,072
Total loans at end of period $ 356,547 $ 300,443
Allowance at beginning of period $ 2,739 % 2,590
Charge-offs (165) (204)
Recoveries 18 46
Provision for loan losses 600 80
Allowance at end of period $ 3,192 % 2,512
Annualized net charge-offsto average total loans 0.08% 0.11%
Allowance to total loans at end of period 0.90% 0.84%

Non-interest Income. Total non-interest income increased by $1.6 million, or 86%, to $3.6 million for the six months ended
June 30, 2000, from $1.9 million for the six months ended June 30, 1999, and by $90,000, or 5%, for the quarter ended June 30, 2000,
from the quarter ended March 31, 2000. These increases were primarily attributable to an increase in deposit related fees and mortgage
banking fees at First Western.



Non-interest Expense.  Non-interest expense, before amortization expense, increased by $1.4 million, or 15%, to $11.0
million for the six months ended June 30, 2000, from $9.5 million for the six months ended June 30, 1999. This increase is largely
attributable to operating expenses of First Western and to a lesser degree the increasing costs of employee related and occupancy
expenses generated by internal growth. During the three months ended June 30, 2000, non-interest expenses decreased $44,000 from
the three months ended March 31, 2000. Decreases in occupancy and furniture and fixtures expenses more than offset the moderate
increasesin saaries and employee benefits.

The efficiency ratio, before amortization expense, decreased to 65% for the quarter ended June 30, 2000, from 68% for the
quarter ended March 31, 2000, compared to 67% for the second quarter of 1999. The efficiency ratio for the first six months of 2000
was 67% compared to 72% for the same period in 1999. The improvements in the efficiency ratio throughout 1999 and continuing in
2000 were achieved through management’ s concerted effort to consolidate operating activities of branches and recently acquired banks.

Income Tax. For six years, Vail Banks has utilized a net operating loss (“NOL”") carryforward obtained from a 1993 merger.
Under GAAP requirements, net income includes an equivalent expense that would have been paid for taxation. A federa taxation rate
of 34% was used during 1999 and a federal taxation rate of 36.5% is being used during 2000 for this purpose. The tax benefit received
by use of the NOL before 1999 has been recorded as a charge to reported earnings with an offset to increase additiona paid in capital.
The result of these entries has no effect on total shareholders' equity.

Non-performing Assets. The Company's non-performing assets consist of nonaccrual loans, restructured loans, and other resl
estate owned. Non-performing assets were $1.8 million as of June 30, 2000, (.38% of total assets) compared with $1.6 million as of
March 31, 2000, (0.34% of total assets), $2.1 million as of December 31, 1999, (0.46% of total assets) and $651,000 as of June 30,
1999, (0.15% of total assets). The following table presentsinformation regarding non-performing assets as of the dates indicated:

Non-performing Assets (in thousands) June 30,
2000 1999

(unaudited) (unaudited)
Nonaccrua loans $ 1,420 $ 202
Restructured loans
Total non-performing loans 1,420 202
Foreclosed properties 391 449
Total non-performing assets 1,811 651
L oans 90 days or more past due and accruing 6 467
Total risk assets $ 1817 $ 1,118
Non-performing loansto total loans 0.40% 0.07%
Non-performing assets to total loans plus foreclosed properties 0.51% 0.22%
Non-performing assets to total assets 0.38% 0.15%
Risk assetsto total loans plus foreclosed properties 0.51% 0.37%

The increase in non-performing assets since June 30, 1999, is comprised primarily of two loans, both of which were in a
previously acquired bank’s loan portfolio. Management believes Vail Banks is adequately collateralized to recover the mgjority of the
balance of these nonaccrua loans. Vail Banks has reviewed and analyzed each of these loans and has implemented strategies to resolve
the issues that caused the situation to occur. Management generaly obtains and maintains appraisals on real estate collateral.
Management is not aware of any adverse trends relating to Vail Banks' loan portfolio.
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Capital Resources

As of June 30, 2000, Vail Banks maintained risk-weighted capital and leverage (Tier 1 capital to average total assets) ratios in
excess of the minimum for a “well capitalized” designation. The Company’s Tier 1 leverage ratio was 10.87% as of June 30, 2000,
10.37% as of March 31, 2000, 10.76% as of December 31, 1999, and 10.58% as of June 30, 1999. The total risk-based capital ratio
increased to 11.80% as of June 30, 2000, from 11.24% as of March 31, 2000, 11.59% as of December 31, 1999, and 11.38% as of
June 30, 1999. The decrease in the total risk-based capital ratio experienced in 1999 and for the first quarter of 2000 was largely
attributable to a shift from federal funds sold to loans, which are assigned a higher risk weighting. The improvement during the second
guarter was the result of an increase in the real estate loans that qualify for alower risk rating and a decrease in off balance sheet assets,
including letters of credit and unfunded loan commitments with maturities exceeding one year.

Based on management projections, Tier 1 capital may fall below “well capitalized” during the third quarter as the result of the
acquisition of Estes Bank Corporation. Management intends to continue building capital levels to maintain a “well capitalized”
designation.

Liquidity

The Company's liquidity management objective is to ensure its ability to satisfy the cash requirements of depositors and
borrowers and allow the Company to meet its own cash needs. Historically, the Company's primary source of funds has been customer
deposits. Scheduled loan repayments are a relatively stable source of funds. Deposit inflows and unscheduled [oan repayments, which
are influenced by fluctuations in the general level of interest rates, returns available on other investments, competition, economic
conditions and other factors, are relatively unstable. Company borrowing may be used on a short-term basis to compensate for
reductions in other sources of funds (such as deposit inflows at less than projected levels). Company borrowing may aso be used on a
longer-term basis to support expanded lending activities and to match the maturity or repricing intervals of assets.

WestStar Bank has established lines of credit with the Federal Home Loan Bank of Topeka, Bankers Bank of the West, and
Wells Fargo. As of June 30, 2000, borrowing lines totaled $102 million. Of this amount, $12 million was a stand by letter of credit
pledged as collateral for uninsured public fund deposits. Both the Federal Fund lines at Bankers' Bank and Wells Fargo require periodic
rest periods throughout the year. During these periods, our borrowing lines are reduced by $25 million.

SUBSEQUENT EVENTS
Dividend Declaration

On July 24, 2000, Vail Banks declared a cash dividend of $.04 per share payable on August 18, 2000, to shareholders of
record on August 4, 2000.

Estes Bank Merger

On July 14, 2000, Vail Banks completed the acquisition of Estes Bank Corporation and its wholly owned subsidiary, United
Valley Bank, and subsequently merged United Valley Bank into WestStar. On the date of the merger, United Valey had loans of $51
million, deposits of $77 million, and offices in Estes Park, Granby and Grand Lake, Colorado. The former Chairman and CEO, and the
former President will remain with the Vail Banks organization. Estes Bank Corporation shareholders received 337,917 shares of Vail
Banks common stock and approximately $18 million in cash. The merger was accounted for as a purchase.

Forward L ooking Statements
The discussion in this report contains forward-looking statements made pursuant to the safe harbor provision of the Private

Securities Litigation Reform Act of 1995. The forward-looking statements involve risks and uncertainties that affect the Company's
operations, financial performance and other factors discussed in the Company's filings with the Securities and Exchange Commission.

-11-



These risks include the impact of economic conditions and interest rates, loan losses, risks related to the execution of the Company's
growth strategy, the possible loss of key personnel, factors that could affect the Company's ability to complete in its trade areas, changes
in regulations and government policies and other factors discussed in the Company's filings with the Securities and Exchange
Commission. Although the Company believes that the expectations reflected in the forward-looking statements are reasonable, it can
give no assurance that such expectationswill be correct or realized.
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PART Il OTHER INFORMATION
[tem 4. SUBMISSION OF MATTERSTO A VOTE OF SECURITY HOLDERS.

On May 16, 2000, the Company held its annual meeting of shareholders. At that meeting, the following items were submitted to a vote
of security holders with the following results:

1. Thefollowing directors were elected:

Votes Cast Votes Cast Votes Broker Non-
Name Tem For Election Adgainst Election  Withheld  Abgtentions Votes
DennisR. Devor 3years 5,331,037 0 24,080 0 0
LisaM. Dillon 3years 5,331,037 0 24,080 0 0
Kent Myers 3years 5,331,037 0 37,894 0 0
E. William Wilto 3years 5,331,037 0 24,080 0 0

Item 6. EXHIBITS, LIST AND REPORTSON FORM 8-K.
(a) Exhibits

The following exhibits are required to be filed with this Report on 10-QSB by Item 601 of Regulation S-B.

Exhibit
No. Description of Exhibit
271 Financia Data Schedule (for SEC use only)

(b) Reportson Form 8-K.

There were no 8-K filings.
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SIGNATURES

In accordance with the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this Report on Form
10-QSB to be signed on its behalf by the undersigned, thereunto duly authorized.

VAIL BANKS, INC.
(Registrant)

Date: August 14, 2000 /s John R. Spruill
John R. Spruill
Title  President and Chief Executive Officer

Date: August 14, 2000 [ Peter G. Williston
Peter G. Williston
Title  Senior Executive Vice President and Chief Financial Officer
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