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A new law proposed by the state attorney gener-
al’s office would prohibit certain sales tactics com-
monly used to promote timeshare recreational
property. eey, ' ;

Timeshare property is the use of a vacation
home or condominium for a limited, pre-planned
time. Timesharing can involve actual ownership or
merely a contractual right to use the property.

If passed by the legislature, sellers would be pro-
hibited from offering prizes or gifts to induce peo-
ple to attend sales presentations or to visit timesh-
are projects.

Buyers also would be allowed 15days in which to
rescind a contract.

The bill would be the state’s first law specifi-
cally addressing timeshare property and pro-
grams.

Timeshare properties often are promoted by di-
rect mail solicitations. The letters usually say that
the recipient has won an expensive prize or trip and
can claim it at a specific location. The requirement
that the person first must listen to a sales presenta-
tion is in fine print on the back of the notice, if at
all. e Y'-

The attorney general’s office drafted the bill be-
cause of misleading sales promotions, deceptive or
sketch information about the timeshare property
and fraud, said Linda O’Bannon, a lawyer with the
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plicated banking transactions, the bank said.

Branch operations will focus on mortgage loans,
with most of the 20 bank employees processing
loans. John McGrew, former assistant vice presi-
dent in the investor lending division, will be the
branch manager.

First National Bank has leased 6,450 square feet
of space in the new Grand Northern Building. The
DImcnd branch will be the bank’s first branch
south of 36th Avenue.

First National has eight branch offices in An-
chorage and 22 branches total statewide.
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consumer protection division. 1

"What we want to do is eliminate the
practices,” she said. " ,

"There’s been a history of problems nationwide
where people have been pressured into buyinj a ti-
meshare after being lured to presentation bya gift
of some kind,” she said. "When the property LOut-
side, people don’t know what they’re buying, i >me-
times it’s what they were told; sometimes it is 2t.”

O’Bannon said the staff considers the 15-da] res-
cislon right the most important provision in the bill.

"It negates the high-pressure tactics and gives
people an opportunity to make such an important
decision in a reasoned manner,” she said. N

John Hansen, an Anchorage attorney represent-
ing developers of timeshare property in Alaska,
said the industry generally supports the bill .be-
cause legitimate business people "don’t want the
hucksters here either.” . "Ly )y

But he said he doesn’t see anything improper
about awarding” gifts to people who attend sales
presentations; especially when buyers would be al-
lowed a"coollng off" period. imj

“l guess some people feel beholden if they par-
take in a halibut bake, Hansen said. "But if you've;
had time to digest your meal, you may decide it
was dumb idea” to buy into a timeshare project
and cancel. '

He essentially supported the concept of cancel-
lation rights, but said 15days was too long. He said
the requirement could be detrimental to buyers
wishing to take advantage of an immediate opening
ina project, for example. T

The two-week period could be justified for an
Outside project because a buyer would need that
time to check it out.,For projects in the state, a
three-day right of redslon would be adequate, Han-
sensaid. i\ h- |

"We feel there should be a distinction in the law
for in-state projects,’| he said. -

Hansen said legislation is needed on timeshares
to specify the rights and obligations of both the de-
veloper and the corisumer. While he supported
most provisions in the attorney general's bill, he
said it didn’t go far enough in clarifying rights and
obligations.

Hansen said his clienta are drafting proposed
changes and additions to the bill.
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The state attorney general’s office will propose
“sunshine” legislation next session to prevent some

7 bad bums on shady timeshare condominium deals.
The state has few laws to regulate salespeople

visiting Alaska to sell shares In recreational prop-

erty Outside. With little protection, Alaskans are
,“ripe victims for a bum,” Attorney General Nor-
,.man Gorsuch said.

Timeshare property is the use of a vacation

, home or condominium for a limited, pre-planned

time. Timesharing can Involve actual ownership or
merely a contractual right to use the property.

@ In Alaska and elsewhere, timeshare sales usu-
*ally are promoted by direct mail solicitations.

The envelope often has all the signs of iunk mail.

T£" But tlie word "Winner” printed on tlie comer..

£ and the faint impression of a 1983 Cadillac coming
.through the white paper suggest that the family’s

hlluck may have changed.
V' All that’s required to claim the prize is to visit an

Anchorage hotel room and listen to 20-mlnute pre-

sentation.
)» “But when they get to the hotel they learn

".they’re winners In a category that includes the Ca-
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dillac,” Linda O’Bannon of the state attorney gen-
eral’s consumer protection division said. “What
they’ve won is a plastic bag and a high-pressure
sales pitch to sign on the dotted line.”

The Colorado attorney general’s office noted
consumer complaints about being Isolated In a
room for up to four hours with salespeople giving
them alcohol and spiels on dircounts and once-in-
a-lifeiime opportunities.

“Many people aren’t prepared to resist when
they’re seeing slides of heaven on earth in Jan-
uary,” O’Bannon said. “So they sign.”

“If ever they go, they find that the condo is not
on the beach as tne slides suggested but two miles
away,” she said.

And the only access is through private property.

Not all sales gimmicks for timeshare condomi-
niums in Hawaii, Mexico, Nevada and other popu-
lar vacation spots are deceptive or misleading. Nor
are all havens located on swamp land in Florida.

But sorting the legitimate enterpreneurs from
the fast-buck Eddies maneuvering through legal
loopholes is difficult “when we’re in Alaska and the
condos — and companies — are Outside,” .O’Ban-
non said.

Some of the problems, she said, include the fail-
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of tim eshare properly

ure of salespeople to explain the difference be-
tween part-ownership and contractual right-to-use !
a timeshare condominium.

Owning property is an investment in real estate
while a license agreement is more like a lease with
no actual investment in the property, she said.

Some people enter a timeshare arrangements in’;
conjuction with an exchange program. The ex-
change program offprs the opportunity to arrange
swaps with other resorts in other locations.

Often, such program’, cannot be guaranteed.-
And some operate on a point system, which may or
may not be disclosed to the buyer.

“If you have a timeshare in Indiana in Janua>7
you might get one point credit for the timeshare in
Spain while someone with a condo in Hawaii in Jan-
uary gets 10 points,” she said. “What that means is
your chances to move up the list to use the condo In
Spain are pretty slim.” 1

The proposed legislation, which is still being
drafted, would require full disclosure about time-
share property and the prizes and would allow a
“cooling off” period in which a buyer could rescind
a contract.

It also would require the visiting salespeople to
work through a local real estate broker. oh
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DPFECIOUS METALS IN PRECIOUS MEDALS: Af-
ter watching the Winter Olympic Games, | began wonder—
ing about the medals awnrde\ lo the top three finishers.
Are the gold medals solid go’i? Do all the medals have
the same inscription? — U.S.

The International Olympic Committee sets the stan—
dards for the medals, although each host site designs its
own inscription. Each medal must measure at least JO
millimeters in diameter and 3 millimeters in thickness.
Silver medals must be made with sterling silver (at least
925 percent pure). Gold medals must have the same
sterling base with a plating of at least six grams pure (24
carat) gold, here are no 10C stipulations about bronze
medals.

Sentimentality aside, an Olympic gold medal contains
about $85 worth of precious metals (at current prices); a
silver, about $10.

A BRISK FRISK SAVES TIME: My son and | were
shopping at a grocery store a few weeks back. While we
were walking out of the store, a security guard stopped
me and said he saw me shoplift something. | knew 1
didn’t take anything so I let him frisk me and search my
jacket. After he apologized and let me go. | began
wondering: Could | have refused the search? — Bill W.

Yes' you could have refused the search. But guards,
acting ns agents of the store owner, have a right to
forcibly detain you until police arrive. Then, if the store
owner files a formal compnint, police ran arrest and
search you anyway. So the practical thing to do is to
cooperate with the store guards and show them you're
“clean." If you feel the guards are harassing you. file u
civil suit. Or shop at another store.

1JCON'GRATSI YOU'VE WON A SALES PITCH: During

the Fur Rondy, my hv ibnnd entered us In a drawing for a
charter fishing g . vay. which was being offered by a
company selling time share vacation condos. Soon after—
ward. | got a call saying we had won the drawing. | have

my doubts about their "contest.” Are they going to make

us sit through hours of high-pressure sales presentation:

before we git the fishing trip? —J.E.

Yes, If this company is like most other tlme-sharr
peddler.;. The easiest way to gel people lo listen to the
company's propaganda is to trick them Into it; that is, the
company tells you you’ve won a vacation when what
you've really won is a bombardment of sales presenta—
tions. But as it Is, you don't find out about the sales part
unAiI you’ve arrived for the vacation.

new bill introduced in the Icgislutuio u month ago
seeks to prevent mnny of these drccptly*«+ic«i(tlcrs. SB..
404 was introduced by the govrmor ut fhc request of the
attorney general, whose consumer protection office has
fielded many a complaint about timeshare wheeler-
dealers. One of the provisions of the bill woull prevent
llime-shnre salesmen from conducting lotteries or offering
gifts ns n menns of pushing tl ir product. I'.io’er the fill, »
they would have to disclose that the prorcquislte tor u
“free vacation" is tolerating boring sale i pitches.
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FOR IMMEDIATE RELEASE CONTACT
December 13, 1983 Victor S. Parra

(202) 659-4582

TIMESHARING LEGISLATION BOOMS IN 1983"

Washington, D.C - In 1983, fourteen states passed new laws covering real
esL.te timesharing which incorporated elements of the National Timesharing
council/National Association of Real Estate License Law Officials Model
Timeshare Act.

Drafted a year ago, the NTC/NARELLO Model Act provides protection for
purchasers of timesharing through provisions on escrow, licensing and permits,
project registration, advertising and jurisdiction. It also establishes state
regulation of the timesharing industry.

Prior fn the enactment of the Model Act, states regulated real estate
timesharing by authority of existing land sales and securities acts. A first
version of the Model Act was introduced in 1979 but was replaced in 1982 with
an updated version to address the growth patterns of the industry. Since its
ir:eption, the Model Act has been endorsed by the National Association of
Realtors.

The timesharing industry continues to grow and diversify. It is a
$1.5 billion industry and is the fastest growing non-technolcgical industry
in America today. States have been very quick and active to respond to the

need for specific legislation regulating timesharing.

-more-
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The fourteen states which adopted new timeshare laws in 1983 follow:
Alabama, Arkansas, Colorado, Florida, Georgia, Louisiana, Maryland, Nevada,
North Carolina, Oregon, South Dakota, Utah, Washington and Wyoming.

According to Thomas C. Franks of the American Land Development Association
(ALDA), "Approximately 25 of the 50 states considered timeshare legislation
in 1983. Of the states actually passing laws this year, almost all borrowed
provisions of the NTC/NARELLO Model Timeshare Act. The current boom in
regulatory activity is evidence that the industry has a framework solid enough
to regulate.”

Following is a state-by-state review of the new timeshare laws introduced
in 1983:

STATE MAJOR PROVISIONS/COMMENTS

1. Alabama 5 day purchaser cancellation period for
both fee simple and right-to-use timeshares;
prior approval of advertising by Real
Estate Commission; establishment of a
special timeshare sales license.

2. Arkansas 5 day purchaser cancellation; escrow for
incomplete projects and escrow of purchase
deposit money during cancellation period
required; filing of advertising within
10 days of use with Real Estate Commission
required.

w

Colorado passed amendments to the state"s Subdivided
Land Sales Act, placing right-to-use projects
under the jurisdiction of the Real Estate
Commission for purposes of registration.

&

Florida requirement that all advertising materials
be submitted to Division of Land Sales
and Condominiums 10 days prior to use;
rescission period is non-waivable; 100%
escrow of purchaser deposits 1is required;
some violations of new law punishable
under the Florida racketeering statutes.

5. Georgia structured to prevent future abuses with

a disclosure and compliance approach to
regulating the industry.

-more-



STATE

6.

Louisiana

7. Marvland

8. Nevada

9. North Carolina
10. Oregon

11. South Dakota
12. Utah

13. Washington

14. Wyoming

MAJOR PROVISIONS/COMMENTS

5 day non-waivable cancellation period;

ar. escrow requirement of purchaser deposit
during cancellation period; requirement

that a public offering statement (POS) be de—
livered to purchaser prior to sale. Failure
to deliver the POS gives one year void—
ability of contract right to purchaser.

requires developer to purchase a surety
bond to financially protect purchaser
deposits on timeshare units until the
deed or vacation license is recorded.

based heavily on NTC/NARELLO Model Act;
yet modifies sections to take into account
the special problems of full compliance
with the new requirements by ongoing
hotel/casino vacation clubs.

5 day purchaser cancellation period;
licensing of timeshare salespersons under
North Carolina real estate law; exchange
programs similar to NTC/NARELLO Model Act.

5 day purchaser cancellation period; escrow
requirements for purchaser payments;
purchaser protections against encumbrances
and liens.

requires project registration and the
adoption of rules by the Real Estate
Commission to regulate timesharing.

enacted timeshare amendments to Utah

Land Sales Practices Act providing for

5 day non-waivable rescission period,
delivery of a property report to consumers;
disclosure on exchange matters, and financial
protection for consumer purchases.

law calls for an application procedure
consisting of disclosure document filing
and an application for registration; sales
and operations procedures also documented.

salesmen required to be licensed real

estate brokers; salesmen who are salaried
employees of the developer/owner of the
project are exempt from licensing requirement.
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VACATION TIMESHARING

Owning a piece of a resort property that guarantees you an annual vacation and
the chance to use exchange privileges for other properties around the world is an
alluring dream that has created the $1.5 billion timeshare industry.

Thousands of timeshare buyers have realized this dream and are enjoying their
timeshares in resorts throughout North America and around the world. However, for
some buyers the reality is far different from the dream. The promoters® glamorous
promises are not Tfulfilled, projects go bankrupt, trades for exotic spots don"t
materialize and those who bought under pressure come to regret their hasty
decisions.

HOW TDIESII:\RING WORKS

The term "timeshare™ was borrowed from the computer industry. It means that many
individuals can gain access to one company"s computer bank for a fee. Timesharing
in real estate first appeared in Europe where, in the 1960s, escalating resort
condominium costs prompted developers to come up with the idea of subdividing
individual condominium units into time interval ownership plans, or timeshares.
Vacationers, they discovered, could better afford to buy one or two weeks at a
resort area than year-round ownership of a condominium unit.

Timesharing 1intervals have been sold in condominiums, cruise ships, houseboats,
recreational vehicles, camp grounds, buses and airplanes. Two basic types of
timeshare units are sold: fee simple- where the buyer gets title to a fraction of
the unit; and right-to-use- where the purchaser is entitled to use the unit for a
specified period of time, but does not have an ownership interest.

In a typical timesharing program, weeks (intervals) are offered at a golf,
seaside or ski resort at prices ranging from $5,000 to $15,000, depending on the
season, the quality of the accommodations and the location. Sales are normally
financed over a period of years by the developer or an outside source. Generally,
buyers pay a percentage of the price down and pay the rest in installments. IA
addition, they must pay annual maintenance fees and the cost of a resort exchange
program.

BEB Securities
Contact: Agency Contact:



Page Three

4. Long-term ownership. A timeshare isn"t a one shot deal. Prospective
buyers should find out how the long-term management of the resort is to be
provided for and should examine the operating budget to make sure it will
meet the needs of the project over time.

5. Exchange programs. Offers of exchanges for other timeshares are usually
an important consideration for timeshare buyers. But, there may be no
assurance that the program will be able to provide the interval owner with
another accommodation that is desirable or available at the time the owner
wants to swap. There may be no assurance that the development one buys into
will continue its contract with a given exchange, or with any exchange.
Remember that exchanges rate participating units by desirability and other
factors; buyers in a project that is not: highly rated by an exchange cannot
expect to "trade up" to fancier units, more appealing locations or better
times of the year.

6. Maintenance costs. Be aware that the timeshare owner faces the risk that
the annual maintenance fees (varying from $125 to $375) will rise as the
property ages and upkeep becomes more expensive. The fee may not cover major
repairs or other costs associated with normal wear and tear.

7. Payment. Make sure your money 1is held in an escrow accountuntil your
title to the unityou are buying is free and clear.

8. Consider the alternatives. Carefully consider all costs ot buying a
timeshare, including the alternative costs of taking a vacation every year.
Can you afford the travel costs and other expenses of a vacation every year
either to your unit or one you have exchanged for? Ask vyourself if a
traditional vacation may be more appealing or less expensive. Investors from
out of state, or out of the country, might also find difficulty in su.ing to
recover their money or for breach of contract without travel, to the state
where the transaction took place.

GOVERNMENT REGULATION OF TIMESHARES

Currently the federal governments of the United States and Canada do not directly
regulate the timeshare industry. Laws bearing on timeshare transactions v.viy from
jurisdiction to jurisdiction. Pocential customers should check with their state
or provincial securities, vreal estate, or consumer protection agencies to
determine what, 1if any, laws and regulations apply. Some states do require
registration, the issuance of a prospectus by promoters and a cooling-off period
after sales in which buyers may rescind che sale without penalty.

BEFORE YOU SIGN A SALES CONTRACT, be sure to get answers to the following
questions— in writing.

L. What 1is the nature of /our right in the property? What is your specific
title? Does your contract give you an ownership, lease, or a security
interest?

2. If your contract is for a leasehold timeshare, what 1is its duration:
twenty years, forty years, or life?

3. Can you transfer the title of your timeshare, or does it revere back to
rhe developer if you choose to leave? Can you sell your timeshare yourself,
or dees the developer have exclusive rights of sale?
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STATE-BY-STATE REVIEW OF LAWS REGULATING TIMESHARING

The following states regulate real estate timesharing either by

*

authority of existing land sales and securities acts or recent

legislation addressing timesharing specifically, current through most

1983

legislative sessions. The states have been very active and quick to

respond to the need for timesharing legislation.

I. STATES REGULATING TIMESHARING 11y SPECIFIC LEGISLATION

Effective Adminis tering
S tate Date Legislation Authori ty
1. Alabama 10/1/83 New Timesharing Real Estate
Act; Commiss ion
Comments;
e A purchaser cancellation period oz 5 aays for both fee simple and
right-to-use timeshare;
Requirement for certain disclosures in sales contract;
Requirement for prior approval of advertising by Commission;
Establishment of a special timeshare sales license;
Requirement for project registration with the Commission; and
Establishment of escrow accounts for purchaser payments made in
connection with timeshare sales.
Arkansas 2/25/83 New Timesharing Real Estate
Act Commission
Commen ts:

Registration with the Real Estate Commission;

Requirement for delivery and distribution of public offering
s tatement;

5-day purchaser cancellation period;

Escrow for incomplete projects and escrow of purchase deposit
money during cancellation period required; and

Requires filing of advertising within 10 days of use with
Commi ssion.

evJiCt#t crf Sfade.
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VACATION TIMESHARING

Owning a piece of a resort property that guarantees you an annual vacation and
the: chance to use exchange privileges for other properties around the world is an
alluring dream that has created the $1.5 billion timeshare industry.

Thousands of timeshare buyers have realized this dream and are enjoying their
timeshares in resorts throughout North America ur.d around the world. However, for
some buyers the reality is far different from the dream. The promoters® glamorous
promises are not fulfilled, projects go bankrupt, trades for exotic spots don"t

materialize and those who bought under pressure come to regret their hasty
decisions.

HOW TIMESHARING WORKS

The term "timeshare" was borrowed from the computer industry. It means that many
individuals can gain access to one company"s computer bank for a fee. Timesharing
ill real estate first appeared in Europe where, 1in the 1960s, escalating resort
condominium costs prompteddevelopers to come up with the idea of subdividing
individual condominium units into time 1interval ownership plans, or timeshares.
Vacationers, they discovered, could better afford to buy one or two weeks at a
resort area than year-round ownership of a condominium unit.

Timesharing 1intervals have been sold in condominiums, cruise ships, houseboats,
recreational vehicles, camp grounds, buses and airplanes. Two basic types of
timeshare units are sold: fee simple- where the buyer gets title to a fraction of
the unit; and right-to-use- where the purchaser is entitled to use the unit for a
specified period of time, but does not have an ownership interest.

In a typical timesharing program, weeks (intervals) are offered at a golf,
seaside or ski resort at prices ranging from $5,000 to $15,000, depending on the
season, the quality of the accommodations and the location. Sales are normally
financed over a period of years by the developer or an outside source. Generally,
buyers pay a percentage of the price down and pay the test in installments. In
addition, they must pay annual maintenance fees md the cost of a resort exchange
program.
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PROBLEMS

While many timeshare ventures have been successful, problems can arise for buyers
in several areas.

Under a right-to-use (lease) agreement, the investor does not hold title to any
property. If the project is unsound and fails, the entire investment can be lost.
One east coast state government closed a timeshare company that allegedly did not
own some of the property it was offering and was overselling properties it did

own. Investors would have lost all their money were it not for a special state
reimbursement fund.

Some timeshares are offered before construction has begun or adequate financing
has been obtained. Investors®™ funds may be part of the actual construction money
and if pre-construction sales of timeshare intervals are not up to the builder”s
expectations, the project may fail and buyers may lose their money. |Ir, one
Colorado project, timeshares were being sold even though no construction loans
had been obtained. When the company went bankrupt, the project was terminated and
investors were left out in the cold.

TIPS FOR PROSPECTIVE BUYERS

1. IL{s a vacation. Don"t look at a timeshare strictly as a real estate
investment: it"s a prepaid vacation accommodation and should be considered
as an expenditure just like an annual vacation..

2. What to look for. Try to visit the site; if you cannot, consult reliable
sources who are familiar with the area and the development. Do you like the
earea and will you enjoy returning to it year after year? Are you buying your
interval for the time of year you usually take your vacation? Do you like
the facilities offered? Is the project completed? Have you asked your Better
Business Bureau for a reliability report on the developer or the manager?

Timeshares are sometimes sold through promotions offering "fi vacation
certificates, prizes or gifts a . inducements to inspect the dc/elopmeuts.
With vacation certificates, you may not always get what you expect. If you
receive one 1in the mail or are offered one by telephone, find out if the
"participating resort” where you will be staying is indeed "participating”;
find out if you will end up having to pay a lot of mcney for travel expenses
and extrr charges Tfor your "free" trip. Gifts and prizes also may not be
what they seem; sometimes cheap imitations of quality goods are offered or
the "prize" is deceptively described.

Remember that the free gift or vacation certificate is an inducement for you
to listen to a sales presentation for an offer that involves a large sum of
money. Bear In mind that a timeshare is a major investment and you want to
know just what you are buying. Ask questions and do not sign anything unless
you are fully aware of the consequences. Be extra wary 1if sales persons

pressure you to sign and don"t allow enough time to consider carefully the
contract involved.

3. Nature of ownership. Determine whether the unit offered is a fee simple
or right-to-use unit. Fee simple units are usually more expensive, but they
may provide some tax benefits. They also allow the buyer to have a voice in
the management of the resort. Right-to-use units often have a lower price
and less management responsibility, but resale rights may be limited.
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4. Long-term ownership. A timeshare isn"t a one shot deal. Prospective
buyers should find out how the long-term management of the resort is to be
provided for and should examine the operating budget to make sure it will
meet the needs of the project over time.

5. Exchange programs. Offers of exchanges for other timeshares are usually
an important consideration for timeshare buyers. But, there may be no
assurance that the program will be able to provide the interval owner with
another accommodation, that is desirable or available at the time the owner
wants to swap. There may be no assurance that the development one buys into
will continue 1its contract with a given exchange, or with any exchange.
Remember that exchanges rate participating units by desirability and other
factors; buyers in a project that is not highly rated by an exchange cannot
expect to "trade up" to fancier units, more appealing locations or better
times of the year.

6. Maintenance costs. Be aware that the timeshare owner faces the risk that
the annual maintenance fees (varying from $125 to $375) will rise as the
property ages and upkeep becomes more expensive. The fee may not cover major
repairs or other costs associated with normal wear and tear.

7. Payment. Make sure your money 1is held in an escrow account until your
title to the unit you are buying is free and clear.

8. Consider the alternatives. Carefully consider all costs of buying a
timeshare, including the alternative costs of taking a vacation every year.
Can you affcrd the travel costs and other expenses of a vacation every year
either to your unit or one you have exchanged for? Ask yourself if a
traditional vacation may be more appealing or less expensive. Investors from
out of state, or out of the country, might also find difficulty in suing to
recover their money or for breach of contract without travel, to the state
where the transaction took place.

GOVERNMENT REGULATION OF TIMESHARES

Currently the federal governments of the United .States and Canada do not directly
regulate the timeshare industry. Laws bearing on timeshare transactions vary from
jurisdiction to jurisdiction. Potential customers should check with their state
or provincial securities, real estate, or consumer protection agencies to
determine what, if any, laws and regulations apply. 5%.“e states do require
registration, the issuance of a prospectus by promoters m =a cooling-off period
after sales in which buyers may rescind the sale without pti alty.

BEFORE YOU SIGN A SALES CONTRACT, be sure to get answers to the following
questions— in writing.

L. What 1is the nature of your right in the property? What 1is your specific
title? Does your contract give you an ownership, lease, or a security
interest?

2. If your contract is for a leasehold timeshare, what 1is its duration:
twenty years, forty years, or life?

3. Can you transfer the title of your timeshare, or does it revert back to
the developer if you choose to leave? Can you sell your timeshare yourself,
or does the developer have exclusive rights of sal”?



4. If your title is for ownership, make sure that the contract waives the
"right to partition” so that another tenant cannot compel the sale of the
whole unit to get cash for his share.

5. Make sure that the contract is specific about maintenance fees. If such
fees are not listed, will you be handed a bill for additional costs in
several years? Will the fee increase each /ear?

6. Make sure the developer owns the property. If he holds it under a lease,
is it certain that you canhave your right to occupancy every year for the
duration of your contract?

The securities administrator inyour state, province or territory is responsible
for the protection of investors. If you have doubts whether a particular offering
or its sales representatives 1is duly registered, or if they fail to provide
adequate information, contact the securities administrator listed in this Alert.

The Council of Better Business Bureaus and Better Business Bureaus in the United
States and Canada answer 1inquiries on companies located in the areas they serve.
Before putting money in any investment plan, it is a good idea to contact your
Better Business Bureau for a reliability report on the company you intend to deal
with. For more information, contact the BBB office listed in this Alert.

The Investor Alert is a quarterly program jointly sponsored by the Council of
Better Business Bureaus and the North American Securities Administrators
Association to expose investment frauds to the public and provide useful
information on how to avoid the often sophisticated and unlawful schemes that
prey on investors.



STATE-BY-STATE REVIEW OF LAWS REGULATING TIMESHARING

The following states regulate real estate timesharing either by
* L]
authority of existing land sales and securities acts or recent
legislation addressing timesharing specifically, current through most

7983 legislative sessions. The states have been very active and quick to

respond to the need for timesharing legislation.

I. STATES REGULATING TIMESHARING BY SPECIFIC LEGISLATION

Effective Adminis tering
State Date Legislation Authori ty
1. Alabama 10/1/83 New Timesharing Real Estate
Act Commission

Comments:

e A purchaser cancellation period of 5 days for both fee simple and
right-to-use timeshare;

e Requirement for certain disclosures in sales contract;

e Requirement for prior approval of advertising by Commission;

e Establishment of a special timeshare sales license;

e Requirement for project registration with the Commission; and

e Establishment of escrow accounts for purchaser payments made in
connection with timeshare sales.

Arkansas 2/25/83 New Timesharing Real Estate
Act Commiss ion

Comments:
Registration with the Real Estate Commission;
Requirement for delivery and distribution of public offering
s ta tement;
5-day purchaser cancellation period;
Escrow for incomplete projects and escrow of purchase deposit
money during cancellation period required; and
Requires filing of advertising within 10 days of use with
Commission.

Re"J"iC"fJ/ erf Sfcpje. L e €slerkor,



Effective Administering
State Date _ Legislation Authority
3. Arizona 4/14/82 New Timesharing Arizona leal
Act Estate Commission

Comments;

e Law provides that developer must demonstrate adequate
financing to complete improvements.
e Law also requires public offering statement and no sales

4. California 1/1/82 Amendments to Land Department of
Section of Business Real Estate
and Professions Code

Comments;
e Law provides for public otfering statement.
e Law also requires a three-day rescission period.
e Many additional substantive requirements.

Colorado 5/25/83 Amended subdivison Real Eitaitta
law to cover Commisriion
timesharing

6. Connecticut 7/1/82 Amendments to Real Eitnca
Amended Subdivision Law Commisiiioir &
10/1/82 Attorney é&anarail)
Comments:

Three separate pieces of legislation regulate

timesharing. One amends the subdivision law to include
timesharing, another adds additional consumer protections,
and a third requires disclosures of prize offerings.

Only a Connecticut broker may sell.

Law requires a three-day rescission period.

Florida 7/1/81 Florida Real Estate Division 05
Amended Timeshar®ng Act Florida Land Salles
7/1/83 Condominium! io; brie
Department

Business RepuiraiDioni

C*mmen ts:
Law requires timesharing sellers to have a real estate
sales or brokers license.
Law requires 10-day rescission period.
Escrow provisions.
Criminal Denalties

« Ban on sweepstakes effective 1/1/85

Registration and delivery of public offering
statement to purchasers.

8. Ceorgia 2/27/83 New Timesharing Act Real Esti"tin
Commiss itni

Comments:
e A mixture of disclosure and compliance approach to the

regulation of timesharing.
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C Lt - .
State Daté LeglgTBtlon C Authority
9. Hawaii Amended 1/1/82 New Timesharing Act Regulatory
Hawaii Revised Agencies
Statutes

Comments:
e Law requires public offering statement, five-day
rescission period.
e Law requires "acquisition agents"” to be licensed.
e Escrow provisions.

10. Louisiana 8/29/83 New Timesharing Act Real Estate
Commission
Comments;
e A 5-day non-waivable purchaser cancellation period;
e An escrow requirement of purchaser deposit during cancellation
period;
e A requirement for filing of a timeshare declaration with local
parish conveyance office;
e Prohibitions on deceptive advertising and disclosure
requirements-;
e A requirement for timeshare salesmen to register with the Real
Estate Commission; and
e The effective date of the bill 1is August 29, 1983, with
exception of declaration filing,which must be completed by
December 1, 1983.

11. Maryland 7/1/83 New Timesharing Act Real Estate
Commlss ion
and Attorney

General
Commen ts;
e Requires developer to purchase a surety bond to protect
purchaser.
12. Nebraska 1/1/81 Nebraska Nebraska Real
Timesharing Act Estate Commission
Commen ts:

w Law closeLy follows the National Timesharing Council®s
model legislation.
e Law requires a three-day rescission period.

13. Nevada 5/19/83 New Timesharing Act Real Estate
Division

Commen ts;

e Formulation of a timeshare salesman licensing system that is
not unduly burdensome on the Industry yet provides
accountability; and

e Modifying certain sections of the bill to take into account the
unique problems of full compliance with the new requirements by
on-going hotel/casino vacation clubs.

e Registration and disclosure document.



State

14.

15

16.

17.

18.

C Effective < Administering

Da te Legislation Authori ty
New Hampshire 9/10/77 Land Sales Full Consumer Protection
Disclosure Act & Division of Attorney
Condominium Law General = Office
Comments;
e Law contains prohibitions on gift and prize offerings.
e Law also contains five-day rescission period.
North Carolina  7/1/84 New Timesharing Act P.eal Estate
Division
Comments;
e Escrow requirement for purchaser deposits;
e Licensing of timeshare salespersons under the North Carolina
real estate law;
e Project registration with the Real Estate Division;
e Preparation and distribution of a public offering statement;
e Exchange provisions similar to NTC/NARELLO Model Act
provisions.
Oregon 7/28/83 New Timesharing Act Real Estate
Division
Commen ts;
e A 5-day purchaser cancellation period;
e Escrow requirements for purchaser payments;
Purchaser protections against encumbrances and liens;
Regulation of advertising practices; and
e Requires registration of timeshare developers with the Real
Estate Commission.
South Carolina

10/1/79 New Timesharing Real Estate
Amended Act Commission & Attorney
6/15/81 General™s Office

Common ts;
® Law provides for four-day rescission period,
o Liability and casualty insurance must be provided to
purchaser.
e Special timesharing license for salespeople required.

South Dakota 7/1/83 New Timesharing Act Re 1 Estate
Board

Comments;
e Registration of timeshare developers.



Effée/" e Administering

State Da te~ Legisla tion A Authoritv
19. Tennessee 5/19/81 New Timesharing Tennessee Real
Amended Act Estate Commission
8/31/83
Comments:

. 10—day recission if purchaser inspected property before securin
e Law provides for 15-day rescission period if purchaser did

not inspect property;
e Registration and $5,000 bond required for acquisition,

sales and management entities.

Utah 5/8/83 Utah Land Sales Real Estat
Amended Practices Act- Division
to cover

timesharing

Comments;
- 5 day non-waivable rescission period.
e Delivery of property report to consumers.
e Disclosure on exchange matters.
e Financial protection for consumer purchase.

21. Virginia 7/1/81 Virginia Real Estate Virginia Real
Amended Timeshare Act Estate Commission
3/83
Comments:

e Law provides for public offering statements and a
three-day rescission period.

22. Washington 8/1/83 New Timesharing Act Washington
Statc
Department of
Licensing
Commen ts:

e Requires application procedure consisting of disclosure document
filing and an application for registration.



£ STATES REGULATING TIMESHARING THROUGH
LAND SALES OR SECURITIES ACTS

State Legislation Administering Authority

Alaska Securities Act or Department of Commerce
Land Sales Act

Comments:
e Law requires project registration if project considered a
securi ty.
e Law requires a rescission period if project considered a
securi ty.
Colorado Subdivided Land Real Estate Commission
Sales Act
iOWa Subdivided Land Real Estate Commission
Sales A.ct and
Attorney General®s Office
Commen ts;

e Law requires public offering statements.
e Law requires project registration for in and out-of-state

fees.
Kansas Kansas Securities Act Kansas Securities
Commission -
Commen ts: ) i ) i i )
« Law requires project registration for fees if considered a
securi ty.

e Public offering statement required.

Maine Maine Securities Act Securities Division,
~ Unit Ownership Act Department of
Banks and Banking

Commen ts:
e Law requires a public offering statement.
e Law requires a 15-day rescission period.



State Legi--"~tion . Administering Authority

6. Massachusetts Land Sales Act Board §Registration
of Real Estate

Comments;
e QOut-of-state project registration required.

7. Minnesota Subdivided Land Sales Department of
Practices Act Commerce

Comments:
e Registration for most forms of timesharing
e b5-day recission period
e Detailed public offering statement

8. Missouri Missouri Uniform Commissioner of Securities

Securities Act of 1969 Real Estate Commission,
Attorney General®s Office

Commen ts:
e Project registration considered on a case-by-case basis.
e Public offering statement, rescission period are
discretionary.

9. Montana Land Sales Practices Act Board of Realty
Regulation

Commen ts:
Law requires public offering statements.

10. New Mexico Securities Act, Consumer Protection
land Subdivision Act of 1963 Division of Attorney
Subdivision Act of 1973, and General"s Office

Building Unit Ownership Act

Comments :
e Project registration required for in and cut-of-state
fees.

e Public offering statement required.
e Registration for fee interests in condor <ums,

11. New York Sweeps takes New York Department
Disclosure Law & of Law, New York
General Business Statute Department of State
Comments:

e Law provides for a 10-day rescission period.

e Law also requires broker and sales license for those
selling real estate, and NASD securities exam.

e Extensive and detailed disclosures required.



State »

12. Oh to

Comments:

e Requires
in real

13. Oklahoma

Comments:
e Project
e Law

14. West Virginia

Comments;
« Law
e Law

LEGISLATION EXPECTED TO BE

\_hn

registration and full
estate outside Ohio*

requires

requires a 15-day

Legislatlon

Ohio Securities Act

Oklaioma Securities Act

registrations.
rescission period of five days.

Securities Act or
Condominiums Act

INTRODUCE! 1984
Vermont /[~ New Jersey
Maryland \ Illinois
Missouri m ldaho
Minnesota / Wisconsin

Florida

disclosure for all

Adminlstering Authority

Securities Division

interest

Department of Securities

or Real Estate Commission

Real Estate Commission
and State Auditor®s Office

requires a public offering statement.
rescission period.

IN THE FOLLOWING STATESI



Recission Periods for States with

Timesharing Laws

State Number <
Alabama 5
Arizona 7
Arkansas 5
California 3
Connecticut 3
Florida 10
Georgia 7
Hawaii 5
Louisiana 5
Maryland 0
Nebraska 3
Nevada 5
New Hampshire 5
North Carolina 5
Oregon 5
South Carolina 4
Tennessee 10 on-s
Utah 5
Virginia 5
(1f no POS r o avs. in advance”

W ashington 7



TIMESHARE LEGISLATION

I NTRODUCED

Senate Bill 494 (SB 494) was
prepared in response to
numerous complaints and
inquiries received by the
Consumer Protection Section of
the Office of the Attorney
General. At present our state
has no specific legislation
governing Ll'elesharing. In our
state, os inother states

without specific legislation,
timeshares are sometimes
regulated pursuant to
condominium acts, securities
laws, or consumer protection
laws. The lack of specific
legislation causes problems
for consumers and the
timeshare industry. The
timeshare industry needs
specific legislation so that

they know the laws with which
they must comply in developing

and marketing a timeshare
project.

Timesharing Is .a relatively
new concept in real estate,
combining property ownership
and vacations. Timeshare

buyers basically buy wvacation
homes or apartments for weekly
inter ya 1ls .

Purchases are of two types: in
one the buyer receives title
to a fraction of a wunit - a
"fee simple" transaction with
a recorded deed creating an
interest in real estate. I'n

the other type the buyer would
simply receive the right to
use a timeshare unit for a
period of time. Timeshares
can cost anywhere from $2,U00
to $30,001) or more per week of
timeshare ownership. SB 494
would apply regardless of the
type of ownership.

There are two broad areas of

abuse that have occurred I'n
the timeshare industry:
marketing and financing. This

legislation would attempt to
curb or eliminate those abuses
in the State of Alaska.

C onsume-r

P f o+ e c U

1. Marketing Abuses.
Great profits can be made
on timeshares. For example,
an owner purchasing a condo
unit for $125,0liC and selling

50 weeks (allowing "wo weeks
for maintenance) at $5,500 oper
we ek will ma ke $150,000.
($5, 506G x 50 $275, 000 I'n
sales, less $125, 000 for the
condo = $150, 000 profit). A
development with 100 units
would bring in 15 million
dollars ($150,000 X 100
units). Also, the timeshare
owners typically pay a yearly
maintenance fee, S0 the

developers and seilers do not
even have to assume that cost.

Obviously, n. oy buyers are
required to make a timeshare
profitable. Accordingly,
various marketing methods have
heen adopted, some of them
abusive. Timeshare developers
often contact people by mail
or by phone, suggesting that,
they have "won" one of several
"prizes," contingent upon
their attendance at a "brief"
limeshare presentatlon.

Consumer complaints regarding

this practice include 1) the
"brief" presentation goes on
for hours; 2) they must

endure high-pressure tactics
to buy a timeshare to get

their "prize," 5) the "prize"
they get is extremely
disappointing; for example,

rather than winning the car or
the $1,000 cash, t(iey win the
"luggage sot" which turns out

tc be one small, cheap
carry-on; 4) every
other person at the
presentation won the same
carry-on: no big prizes in

sight; and 5) they were talked
into buying a timeshare they
don't want and "“ow the seller
won't let them out of the
contract.

Senate Bill 494 would [imit
the types of marketing
practices allowed to induce
consumers to attend these

sales presentations.



2. Financing Abuses. The

other major problem area in
the timeshare industry is the
financing of the project. | f
a developer sells a project
which is heavily mortgaged,
and is not able to meet debt
obligations, the bank or other
lending institution may
foreclose on the timeshare
property. | f that happens,
there is the potential for the
timeshare owners to be

deprived of their rights to
use the property (and they may
also be unable to get any of

their investment back). The
act attempts to cure this
potential loss of property by
requiring a complete
disclosure statement to bo

made to the buyer of financing
arrangements, and by requiring
registration of the project
with the Alaska Real Estate
Commission. The Commission
would have the authority to
require bonding to protect the
public: if the project's
financing threatens the rights
of the timeshare buyers.

The bill, if passed, would
require that timeshares in
Alaska be sold only through a
real gstate broker, associate
broker, or real estate
salesperson licensed In this
state. This provision would
offer the people of Alaska
some protection against
"fly-by-night" or fraudulent
operations, since local
brokers wenilcl be cautious
about risking their licenses
or exposing themselves to
claims by dissatisfied

purchaser s.

Currently the bill is before
the Senate Labor and Commerce
Committee, and any comments
should be directed to that
committee, or to your
representatlve or senator In
the state legislature at

Pouch V, Juneau, Alaska 99811.



OFFI1 CE OF T H E

AT TORNEY GENERAT .
February 24, 1984

Attorney General Norman Gorsuch
State of Alaska

O ffice of the Attorney General
1031 West 4th Avenue

Suite 110

Anchorage, Alaska 99501

Re: Timeshare legislation

Dear Attorney General Gorsuch:

In behalf of Attorney General Ken Eikenberry, this office
wholeheartedly supports your efforts to promulgate legislation to
regulate the sale of timeshare interests in the State of Alaska.

Our recommendation for legislation in the timeshare area is
based upon this office's vast experience in dealing with abuses in
timeshare sales. l,any of the largest timeshare organizations in
existence have originated in the State of Washington, such as, for
example, Vacations Internationale and Royal Aloha. Unfortunately
many of the infamous timeshare organizations, such as Paradise
Palms, Harbor Village, and Club America have also originated in
this state and have caused consumer injury in states far beyond our
borders. We have, consequently, been involved in many
investigations and much litigation w ith timeshare companies
operating in most of the Western states.

Because of the overwhelming law enforcement problems this
office was seen in the area we pressed for and succeeded in getting
strong legislation adopted to regulate all timeshares interests
sold in this state. In our opinion, this state's timeshare
legislation has dram atically reduced the number of consumer
complaints and consumer injury in this industry. Our only regret
is that our timeshare Jlegislation was not passed earlier.

Fair Practices Division

JU :ib

Ken Eikenbe ”\/N Attorney General
| Daxtor Horton BuildinjjiSeattle. Washingtor/9810{1—1



(Bljc jsiaic of J8»outi] Carolina

@ e ek (Office nf iljc (Attontcg (General

T. TRAVISMEDLOCK REMBERT C. DENNIS BUILDING
ATTORNEY GENERAL — — POST OFFICE BOX 1154B
COLUMBIA. S.C. 29211
TELEPHONE 603-753-0040

March 8, 1984

Ms. Linda O'Bannon

A ssistant Attorney General
Consumer Protection Division
1031 W. 4th Avenue, Suite 110
Anchorage, Alaska 99501

Dear Ms. O'Bannon:

In response to your inquiry, I wish to set forth
my views on the need for state regulation of the time shar-
ing industry. As a preface to my comments, I would note
that | am the Chief Attorney for our Consumer Fraud Section
and have been so for nearly six years. During my tenure in
this position, I have been involved in many investigations

and prosecutions of time sharing projects.

South Carolina has long had an active time sharing

industry. Our beach resorts and good climate made this
State a natural setting for the establishment and growth of
this novel approach to property ownership. By 1978, time
sharing had swept across our Sfate and had become an in -
creasingly important part of our economy. However, with the
spread of this concept, the absolute necessity cf state

regulations became obvious.

The Attorney General's O ffice, the Department of
Consumer A ffairs and the Real Estate Commission in this
State were swamped with complaints from time sharing pro -
jects by the latter 1970's. For this small State, the
thousands of complaints from time sharing projects were for
awhile our prinipcal consumer protection problem. In fact,
the problems became so acute that our office exercised its
rule making authority in 1978 to impose some order on cha-
otic conditions then prevalent in the industry. Shortly
after our rules were promulgated, the State Legislature
adopted a comprehensive statute to govern time sharing. We

then repealed our rules.



Ms. Linda 0 1Bannon
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The 1impact of the. regulations and the legislation

was felt at once. In a very short time, we witnessed a
dramatic decrease in number of consumer complaints and
in the number of projects which were collapsing. Today, our
problems are quite manageable and we can only attribute this
good fortune to the legislation which was adopted in 1978.
| can unequivocally say that if this legislation had been
adopted five years earlier, thousands of consumers would
have avoided the enormous losses incurred prior to 1978.
There were several major problems w hich were
eliminated by the 197R legislation. The problem which had
given wus most concern stemmed from those time sharing ©pro-
jects which were heavily encumbered and then collapsed
causing thousands of consumers to lose their investment in a
project through a foreclosure action. Many people paid in
full the purchase price of their time sharing 1interest only

to see their rights extinguished by a mortgage holder who
would act whenever the time sharing project defaulted on its
mortgage commitments. The escrow requirements embodied in
our law has eliminated this problem.

W hile | cannot promise you that you will never
have any problems if you &enact legislation to govern time
sharing, I can assure you that your problems will be immense
if you don't. Unless your state acts to protect the invest-
ments made by time share purchasers, the unscrupulous people
who pervade that industry will quickly take advantage of

your lack of regulations.

If you have any questions on any specific cases,
please feel free to contact me.

Sincerelv

W.\ Joseph lsaacs
Senior Assistant Attorney General

W JI1/jvh



OFFICE OF THE ATTORNEY GENERAL
JUST!” 1 BUILDING, LITTLE ROCK 72201

STEVE CLARK
ATTORNEY GENERAL

uary 28, 1984

Ms. Linda O'Bannon

A ssistant Attorney General
Consumer Protection Section

1031 W. 4th St., Ste.

Anchorage, Alaska 99501

Dear Ms. O'Bannon:

This letter is in response
regarding regulation of

The Arkansas legislature
time share sales through
The Act became effective
are rompleting the initial
is currently promulgatingregulations.

This Act was sponsored
worked with some time

This O ffice participated
in the General Assembly.

We believe that regulation
protect the industry and

disclosures through a

unilateral rescission

mechanisms to assure the

buyer will get clear title

of this Act, one in-statedeveloper
to financial problems.

payments. This occurance
regulations and we support

Enclosed is a copy of

manner, please call upon

ney General

TSG:jr
Enel.

STATE OF ARKANSAS

telephone
industry.

regulate
Commission.
developers

registration Commission

Arkansas A ssociation

developers drafting

industry imperative
requires

statement,
provides
completed

interval.

offering
protective

purchaserscould
demonstrates

(501) 371-2007

conversation

introduction

passage
business



Commonwealth 0r Kentucky
Office of the Attorney General

i
David L Armstrong March 13 19R4 Capitol Building
Attobnit Ornebal » Foanafobt Aoeor

Linda M. O"Bannon

Assistant Attorney General
Consumer Protection Section
1031 W. 4th, Suite 110
Anchorage, Alaska 99501

Re: Kentucky Time-Share Regulations

Dear Ms. 0O®Bannon:

Thank you for your request for information on any rules or regulations
pertaining to the offering of time-sh.ire interest within the Commonwealth.

Time-sharing in Kentucky is governed by the Recreation and Retirement Use
Land Sales provisions, KRS 367.470 et seq. Those provisions require that a
registration anJ. bonding procedure be followed by those subject to the provisions
before any advertising is conducted or any offer of sale if. made. Once the
registration and bonding provisions are met, a registration number 1is issued that
must appear in all advertising. copy of the statutory provisions is enclosed
for your convenience. Please note that the regulations pursuant to KRS 367.480
have been proposed. These regulations require anyone subject to the Recreation
and Retirement Use Land Sales provisions to provide certain disclosures. A copy
of the proposed regulation is also enclosed for your convenience.

You may also wish to note that the statutory definition of a "broker™ found
in Chapter 324, Real Estate Brokers and Salomon, includes those persons who:

For a fee, commission, compensation or other valuable
consideration sells or offers for sale, buys or offers
to buy, or otherwise deals 1in time-sharing options, or
negotiates the purchase or sale or exchange of real
estate, or who leases or offers to lease, or rents or
offers for rent, or refers or offers to refer for the
purpose of securing prospects, any real estate or the
improvements thereon for others, as a whole or partial
vocation.

11 would appear, therefore, that the statutory provisions and regulations pertain—
ing to brokers would also effect time-sharing within the Commonwealth.
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Please note that this Office has not had any major litigation or any other
type of action against time-share marketers, sellers, developers, projects, etc.
We are currently examining certain types of marketing practices used in the pro—
motion of time-share interests, but as of yet, no final position has been
established regarding these promotions.

I hope this information is helpful to you. Additional information or
questions on time-sharing within the Commonwealth should be sent to the under—
signed and/or the Kentucky Real Estate Commission, 100 East Liberty, Suite 204,
Louisville, Kentucky 40202, Attention: Ms. Susan Stopher.

Sincerely,

DAVID L. ARMSTRONG
ATTORNEY GENERAL

Assistant Attorney General
Consumer Protection Division
209 St. Clair Street

Frankfort, Kentucky 40601-1875
502/564-2200

BJB:dwa
Enclosures



COMMONWEALTH OF PENNSYLVANIA

OFFICE OF ATTORNEY GENERAL

March 9, 1984

LeRoy S. Zimmerman Reply To:
ATTORNEY GENERAL
BUREAU OF CONSUMER PROTECTION
Strawberry Square - 14th Floor
Harrisburg, Pennsylvania 17120
(717) 787-9707

Linda M. 0"Bannon, Assistant Attorney General
Consumer Protection Section

Office of Attorney General

1031 W. 4th - Suite 110

Anchorage, Alaska 99501

Re: Timeshare Legislation
Dear Ms. O0"Bannon:

In response to your inquiry of March 5, 1984, please be advised
the Commonwealth of Pennsylvania has not enacted any legislation, regulations
or rules regarding typical timeshare offerings available in our state.

There are currently a number of legislative proposals which are
being developed by cur Legislature and the resort industry, but I am unable
to supply you with copies of any suc.h proposals.

It is our position that sales of timeshare interval interests
do require specific, comprehensive legislation which would regulate the
three broad areas of potential consumer abuse: deceptive marketing promotions
and solicitations, unduly coercive and deceptive representations at the
point of sale, and mismanagement or third party creditor attacks on specific
timeshare interests.

Enclosed you will find two press releases involving legal actions
commenced by our office which have addressed the first two areas of abuse.
To date, the timeshare resort industry in Pennsylvania has been financially
stable and, happily, no major resorts have experienced any financial crisis
affecting individual 1interval purchasers.

We would suggest that you contact Deputy Attorney General Michael
F. Butler, Bureau of Consumer Protection, Lehigh Valley Regional Office,
27 North 7th Street - First Floor, Allentown, Pennsylvania 18101, (215) 821-6690,
for future exchanges and information regarding timeshare concerns.

Very truly _-yours,

Michael J 1 Pekula, Acting Director
MJP/sld

Enclosures



STATE OF TENNESSEE

DEPARTMENT OF COMMERCE AND INSURANCE

CONSUMER _AFFAIRS
206 STATE OFFICE BLDG.
NASHVILLE 37219

March 16, 1984

ATT: Linda M. O'Bannon
Assistant Attorney General
Consumer Protection Section
1031 W. 4th, Suite 110
Anchorage, AL 99501

Dear General Gorsuch:

Upon reviewing vyour letter of March 8, 1984, | have determined
that it can best be answered by the Anti-trust/Consumer Protection
Division of the Attorney General's office. | am directing a

copy of your letter to the attention of Meredith De Vault.

| hope you will acquire all of the information you are requesting.
We have had an increasing number of complaints about both time-
share transactions and campground "memberships" (which are exempted
from our Time Share Act).

Your pending Time Share Act sounds quite c<r'Drehensive. | would
be interested to learn whether it passes in your legislature and
in what fcrm.

If our office can be of further assistance to you, please do not
hesitate to contact us again.

Sincerely,

Melinda W Fields, Director
Division of Consumer Affairs

Mi.P: db

cc: Meredith De Vault, Assistant Attorney General
Office of Attorney General
450 James Robercson Parkway
Nashville, TN 37219



S t ate of M i nnesota
Office of the attorney Genkr.i. ADDRESS REPLY TO:
1100 BREMER TOWER
SEVENTH PL. AND MINNESOTA ST.
HUB ;RT H. HUM PHREY. Il ST. PAUL 0.-153 ST. PAUL. MN 55101
ATTORNEY GENERAL TELEPHONE: (6121 2% <K12
March 14, 1984
The Honorable Norman Gorsuch
Attorney General of the
State of Alaska
1031 W. 4th - Suite 110
Anchorage, Alaska 99501
ATTENTION: Linda M. O'Bannon, A ssistant Attorney General,
Consumer Protection Section

To Whom It May Concern:

This is in response to your letter of March 5, 1984,
which was directed to Curt Loewe, the Director of our office
of Consumer Services.

I have enclosed a copy of the Minnesota subdivided
land statute, Minn. Stat. c¢ch. 83, and the regulations that
have been adopted pursuant to that statute.

The Minnesota Commerce Department, which 1is the state
agency that enforces this law, has historically taken the
position that the Subdivided Land Act applies to most
time-share programs. As a result, for the most part
time-share developers have been registered with the Minnesota
Commerce Department, and have been subject to the various
requirements of chat law. These include a requirement for
a 5-day cooling-cff period, a requirement for registration

and mandatory disclosure in the form of an offering document
subject to review by the Department.

There are no relevant major pleadings against time-sh.'re
marketers because, quite frankIly, we have not had any serious
problems with time-share developments in this state. I believe
that the reason we have not had problems is precisely because
we have had regulation of time-share programs from the time that
they were first offered in this state.

The Commerce Department is currently proposing some
amendments to the present statute clarifying the applicability
of theii Subdivided Land Act to time-share programs and otherwise
streamlining the statute and eliminating some loopholes. I
have enclosed a copy of the proposed legislation, but | would

AN EQUAL OPPORTUNITY EMPLOYER



The Honorable Norman Gorsuch

March 14, 1984

Page Two
suggest that you conuset me at the end of April. By that
time we should know the wultimate disposition of the proposed
amendments.

You also asked for the name c£ a time-share contact
person in our state. The person who is most knowledgeable
about time-share programs is T.orraine Rowe, who is in <charge
of registration of time-share and other subdivided land with
the Commerce Department. Her address is 500 Metro Square
Building, St. Paul, Minnesota 55101. Her direct telephone
number is (612) 296-2990.

I hope this information is of assistance.

CIW :sab
Enclosures

CHARLES 1. WIKELIUS
Special Assistant
Attorney General
Telephone; (612) 296-7519



Attorney General
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PAUL BARDACKE Department cf Justice JOHN BIGELOW

Att G l ’
orney Genera P.O. Draw ir 1508

Santa Pe, New Mexico 87504
Telephone: (505) CP7-6000

March 16, 1984

Ms. Linda O'Bannon

A ssistant Attorney General
Consumer Protection Division
State of Alaska Department of Law
1031 Fourth Street, Suite 110
Anchorage, Alaska 99501

Re: Time-share Statutes

Dear Ms. O'Bannon:

Your letter of March 5, 1984, to Mike Barlow, was referred to me,
since | am now the A ssistant Attorney General in New Mexico
responsible for enforcement of all land use statutes. New Mexico
does not have a time-share statute, although time-shares are
covered by the State's Condominium Law. I am enclosing a copy of
the Condominium Law for your review. The Attorney General's
O ffice does not enforce the Condominium Law, and therefore, is not

responsible for enforcement of any time-share provisions.

Any litigation which has occurred in the State has been private,
and the Attorney General's O ffice has not participated in it.
Persons creating condominiums which happen to be time-shares
merely have the obligation of recording their documents in the
O ffice of the County Clerk in which the time-share is Jlocated.
That information does not have to be filed with our office.

Although | personally believe that state legislation concerning
time-shares is desirable, such legislation did not pass in the
1981 Legislative Session which was the last time that ii was
proposed. There has been no attempt to reintroduce such
legislation, although | am considering it for the 1985 Session.
We have been requiring persons distributing advertising concerning
time-shares to submit them to our office for review, whether or
not the property is located is New Mexico. We do this both wunder
the New Mexico Subdivision Act, Section 47-6-18, and the State
Unfair Trade Practice Act, Section 57-12-1 NMSA 1978. We believe

that we do have authority under the Unfair Practice Act to bring a
civil action for misrepresentation and fraud in the sale of
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time-share units. However, we have not brought any such actions
to date.

I am sorry that New Mexico cannot be countec' -“long with the more
progressive states in regulating the sale of time-shares. |
reviewed your statute, and believe that that its provisions will

enable Alaska to regulate this growing industry.
I'm sorry that | cannot be of any further assistance to you.

Very truly yours,

ANITA P. MILLER
A ssistant Attorney General

APMl/ag



STATE OF UTAH
DEPARTMENT OF BUSINESS REGULATION

SCOTT M. MATHESON. GOVERNOR OENNIS G RITZ. EXECUTIVE DIRECTOR

March 16, 1984

Linda O0"Bannon

Office of the Attorney General
Consumer Protection Division
1031 Wesc 4th Avenue #110
Anchorage, AK 99501

Bear Ms. O"Bannon:

The Division of Real Estate received a communication from the
Attorney General®"s office for the State of Utah indicating that you had
communicated a interest in our timeshare act and rules and regulations.
Apparently you are considering some legislation and are interested in our
experience with our newly inacted timeshare law. I am sending you a copy of
our current Utah Uniform Land and Timeshare Sales Practices Act and the
accompanying rules and regulations, as well as a registration packet which is
given to all prospective developers.

I"m not exactly sure what your looking for from our experience with
the new law and would appreciate it if you could send me a letter with
specifics on the items which you are looking for. Briefly, some of the items
which have come up as concerns since our implementation of the law involved a
question of whether non-deeded right to use timeshares, and other types of
non-deeded ownership such as club memberships are included under the timeshare
Act. The Utah Attorney Generals Office 1is currently preparing an opinion as
to whether these types of ownerships are included under the Act and the
results of that opinion may require some admendments by the Legislature to
clarify this situation. Another concern that we have 1is regarding the Owners
Association maintenance budgets and their projected adequacy to service the
project. The Division has not had any expertise or guidelines to establish
any regulations along this line and we are currently researching what other
states are doing in this matter.

On the positive side we have experienced generally an atmosphere of
cooperation from the industry and an apparent willingness to comply with every
regulation under the Act. The requirements of the Act and the rules and
regulations that the underlying encumbrances contain individual release
clauses has not seemed to prove a problem with existing projects, since most
of them have been able to re-negotiate their underlying liens with the lender
to contain this provision. We have had a few cases where development, had
difficulty with this because they were in trouble, such as being unLer Chapter

HEBERM WELLSBLOG. . 1GOEAST 300 SOUTH . POBOX5003 . SALT LAKE CITY, UTAH 84110 . IBO11S30-67A7
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accomplish this with the minimum of problem. We feel this is very positive
step since one of the major timeshare developers, which has their base of
operations in Salt Lake City, 1is currently under Chapter 11 and has not been
able to deliver the title on some past sales due to a lack of these release
provisions, which may have, at least in part, contributed to their current
financial situation.

If you have any more definite questions, or clarifications which you
would like to request, please feel free to contact our office.

Sincerely,

DIVISION OF REAL ESTATE

David S. Jones 1/
Subdivision Inspector

DSJ/srt
Enclosures

1353/8-9



STATE OF FLORIDA

Department of Business Regulation
THE JOHNS BUILDING
725 SOUTH BRONOUGH STREET
TALLAHASSEE, FLORIDA 32301

Bob Graham, Governor March 13, 198A E.James Kearney, Director

Gary R. Rutledge, Secretary Division of Florida Land Sales

and Condominiums

Linda M. O'Bannon

Assistant Attorney General
Consumer Protection Section
State of Alaska

1031 W. 4th, Suite 110
Anchorage, Alaska 99501

Dear Ms. O'Bannon

Enclosed is a copy of Chapter 721, Florida Statutes (1983), and rules
proposed to be issued pursuant to that Chapter. This consists of the

major time-share regulatory act in Florida. I am sure from the scope
of this Act you can see that the role of time-shares is a highly regulated
activity in Florida. This is due in great part because of the genera

legislative and consumer interest in the area (i.e. over 2000 consumer
complaints/inquiries in the last seven months).

Please feel free to contact me if you have further specific questions
regarding time-share regulation in Florida

Sincerely,

Daniel J. Bosanko, Chief
Bureau of Time-Share

DJB/drt
Enclosures
Office of the Secret.w Division ol Hotels & Restaurants
Division ol Alcoholic Beverages & Tobacco Division ol Florida Land Sales & Condominiums

Division ol Pari-Mutuel Wagering

1150 NAV. 12th Avenue. Room 332



M O0ODELZPRESSRELTEASE

For Use By
Local Better Business Bureaus

For further information:
(appropriate BBB staff person)
(local telephone number)

INVESTOR ALERT WARNS OF

TIMESHARE PITFALLS

(City, State, date) - The North American Securities Administrators
Association (NASAA) and the Council of Better Business Bureaus (CBBB) today
released their Investor Alert for January that spotlights problems involved

in investing in the fast growing vacation timeshare industry.

(State Securities official) stated that "lInvestors in the United States should
be alert in making timeshare investments. Timesharing as an industry 1is on
the rise and, although there are many legitimate entrepreneurs 1in th-"A area,

a number of unscrupulous promoters have defrauded investors 1in .ecent years.
State or provincial securities commissions or real estate commissions as well
as local Better Business Bureaus can help in sifting out legitimate timeshare

entrepreneurs from the fast buck artists."”

A number of persons who felt they were buying one or two week vacations for
life when they purchased timeshares have been left with nothing when their
projects went bankrupt or it turned out that the high pressure promoters did
not even own the property they were selling. Similarly, underfunded resorts
may sell timeshares before construction has begun, hoping to use the sales

money to underwrite the project. Wien sales lag the projects fold leaving

early buyers in the lurch.

/more



(BBB CEO) noted that "timeshare vacation projects are an attractive,

less costly alternative to a second vacation home, but potential

buyers should arm themselves with knowledge of just what they are
getting into, including all costs involved, whoowns the project and
the facilities offered. They should also check out exchange programs

that premise trades for other, as some promoters claim."

The Alert details eight tips investors should consider before
investing in a vacation timeshare and provides questions they should

have answers to before they buy.

Ths Investor Alert program, Jlaunched in January 1983, 1isan attempt
I., business and government to warn citizens of the United States,
Putrto Rico, Canada and Mexico of questionable investments that are
currently widespread. The Council of Better Business Bureaus
represents member Bureaus in 170 U.S. and Canadian cities. NASAA
members are securities administrators in the fifty states, the
District of Columbia, Puerto Rico, Mexico and the provinces and

territories of Canada.

For more information on the INVESTOR ALERT program, call or write
CBBB, your local Better Business Bureau or your state or provincial

securities commission.
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rufus I. edmisten - “Department of ~Justice (919)733-7741
ATTORNEY GENERAL. p Q. BOX 629
RALEIGH
27602-0629

March 26, 1984

Ms. Linda M. O'Bannon

A ssistant Attorney General
Consumer Protection Section
1031 W. 4th, Suite 110
Anchorage, Alaska 99501

Dear Ms. O'Bannon:

Special Deputy Attorney General John R. B. Matthis

has requested that | respond to your recent letter concerning
timeshare issues in North Carolina. Your letter indicates
that your legislature is currently considering a bill to
regulate the timeshare industry, and requests information
concerning timeshare regulation, legislation, and litigation

in North Carolina.

Complaints concerning the solicitation and sale of time-
shares to North Carolinians have increased significanHy in
the last several years. As a result, our office has carefully
monitored telephone and direct mail solicitations to insure
compliance with our statutes regulating contests and represen-
tations of having won a prize. Additionally, we joined forces
with the Real Estate Commission and the General Statutes
Commission to sponsor legislation addressing the substantive

issues involved in the sale of timeshares which was considered
in the 1983 Session of our General Assembly. I am pleased to
report that the "North Carolina Time Share Act" was ratified
during that session and becomes effective on July 1, 1984. |
have enclosed copies of both our "Contest Guidelines,” which
includes the various statutory provisions relevant to timeshare
solicitations, and the Act for your information.
Our Act requires all timeshare developers to register

with the Real Estate Commission before offering any wunits for
sale.. All sales personnel must be licensed real estate salesmen
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or real estate brokers. All prospective purchasers must be
given a public offering statement containing specific informa-
tion, and are entitled to cancel any timeshare contract for a
five-day period, during which all monies paid must be held in
escrow by the seller. The Act specifically refers to our

contest and prize statutes and delineates the information that
must be provided if the sailer offers the opportunity to sub-
scribe to an exchange program to timeshare purchasers. The
authority to adopt rules and regulations to carry-out the
purposes of the Act is granted to the Real Estate Commission.

We consider the monitoring of solicitation materials and

the handling of complaints alleging deception, misrepresenta-
tion, or high-pressure sales tactics as our primary activity

in the timeshare area. Therefore, we insisted on the inclusion
of a "cooling-off" period in our Act, because we believe that such
a recission period is the most effective way to discourage and

to remedy high-pressure sales. We have also enforced our contest
statutes in cases involving solicitations for timeshare develop-
ments. Enclosed for your information are two "Settlement
Agreements"” obtained within the last year. Each Agreement
requires the payment of a civil penalty to the State and provides

for the submission of future solicitations to our office prior
to their dissemination so that we can attempt to prevent additional
violations.

I hope that this information will be useful in your review
of the proposed timeshare legislation for Alaska. Additional
information concerning our Time Share Act can be obtained from
A ssistant Attorney General John F. Maddrey, while questions
concerning prize awards and contests should be directed to
A ssistant Attorney General Philip A. Telfer. Both can be
reached in the Consumer Protection Section at (919) 733-7741.

Sincerely

RUFUS L. EDMISTEN
Attorney General

A ssistant Attorney General
Consumer Protection Section

JFM:kyc

Enclosures



STATE OF NEVADA
Capitol Complex

OFFICE OF THE ATTORNEY GENERAL
COMMERCE DIVISION—REAL ESTATE
201 S. Fall Street

BRIAN McKAY Carson City 89710 JENNIFER STERN
Attorney General (702) 885-42"1 Deputy Attorney General
March 27, 1984 e

Linda M. O"Bannon

Assistant Attorney General
Consumer Protection Section
1031 W. 4th, Suite 110
Anchorage, Alaska 99501

L'Tic.i oi U.j
Co.isii.r, r

Dear Ms. O"Bannon:

Enclosed are copies of the Nevada Time Share Act and proposed

regulations. Nevada®s Time Share Act was jJjust recently enacted
in 1983. The proposed regulations are in the process of being
adopted.

There are numerous reasons for requiring registration of timeshare
projects by developers and licensing of the salespersons. The
following are just a few:

1. Accountability of salespersons and developers for
the representations they make to prospective purchasers.

2. Provide third party creditor protection to owners
of timeshare.

3. Provide for escrowing of funds received by developer
to prevent embezzlement or fraud.

4. Disclosure to purchasers.

Please contact me at (702) 885-4297 or George Whitney, Timeshare
Reviewer, at (702) 885-4280, 1if you have any questions.

Sincerely,

BRIAN McKAY
Attorney General

JENNIFER STERN
Deputy Attorney General
JS:jg
Enclosure
n sD



State of Delaware

Department of Community affairs
Division of Consumer A ffairs

Delaware State Building
820 N.French Street. 4th Floor
WILML  ‘on. Delaware 19001

March 26, 1984

Ms. Linda M. O'Bannon

A ssistant Attorney General

Consumer Protection Section

State of Alaska

Department of Law

O ffice of Attorney General

1031 W. 4th, Suite 110

Anchorage, Alaska 99501

Dear Ms. O'Bannon:

Delaware has a bill pending (enclosed)
time share under the provisions of 24
regulating real estate brokers and
Sincerely yours,

Counselling Unit

JDM:dcs
Enclosure

Del.
salesmen.
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SPONSOR: Senator Cordrey

DELAWARE STATE SENATE

132AND GENERAL ASSEMBLY

SENATEBILLNO.JLS5 6 JAN241984

AN ACT TO AMEND CHAPTER 29, TITLE 26 OF THE DELAWARE CODE RELATING TO REAL
ESTATE BROKERS AND SALESMEN.

BE IT ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF DELAWARE:
Section |. Amend §2901, Chapter 29, Title 26 of the Delaware Code by adding thereto a new

subsection, designated as subsection (d), which new subsection shall read as follows:
"(d) The provisions of this section do not exempt condominium associations or their
representatives, nor time-sharing developments and their representatives from the provisions,

restrictions and prohibitions of this chapter.”

SYNOPSIS
It Is tho purpose of this Act that condominium associations and time-sharing devclopars nro to bo
Included in the provisions of Chapter 29, Title 26 of the Delaware Code.
Under the present provisions condominium associations and time sharing developers are selling real
estate without a license, the provisions in this bill will bring them under the guidelines of the Real Estate

Commission.

Richard S. Cordrey



SPONSOR  Sen. Cordrey

DELAWARE STATE SENATE

132ND GENERAL ASSEUBIy

SENATE AVENDVENT NO. ~ MAR 151984
TO

SENATE BILL NO. 356

AMEND Senate Dill No. 356 In Line 3 on Page 1 by Inserting

the words ", notwithstanding Subsection b(2) above," between the

words "section" and "do" as the 3ane shall appear therein.

SYNOPSIS
This amendment w ill clarify the Intent of the original bill
that managers or representatives of condominium associations or

time-sharing developements would be subject to the controls of the
Real Estate Commi33lon. Author — Sen. Cordrey.

lof 1

SD:WJWijlr



STATE OF MICHIGAN
DEPARTMENT OF ATTORNEY GENERAL

Stanley D. steinborn
Chief Assistant Attorney General

FRANK J. KELLEY
ATTORNEY GENERAI

LANSING
489 13

March 20, 1984

Linda M. O '\annon

A ssistant Attorney General
Consumer Protection Section
1031 W. 4th, Ste. 110
Anchorage, Alaska 99501

Dear Ms. O’Bannon:

Congratulations to Alaska for introducing a Time Share

Act Hopefully your Legislature will pass an effective act

to _tern the growing abuses in this developing area of law.
Unfortunately, Michigan does not have a Time Share Act,

nor one pending, so we are forced to struggle along with our

real estate licensing law, A rticle 25 of " wur Occupational Code,

MCLA 339.2501 et seq.

I am pleased to see that your proposed Act includes "right
to use" facilities, in addition to ownership interests. Our
Department of Licensing and Regulation has conducted an extensive
investigation of a "right to use" disaster involving the Capri
M otel in Traverse City, Micnigan. For the gory details, please
contact: Investigator Peggy J. Murphy, Enforcement Division,

Department of Licensing and Regulation, P. 0. Box 30018, Lansing,
Michigan 48909.

When Alaska passes its Time Share Act, | would appreciate

receiving a copy, so that our efforts to obtain a Michigan wversion
can be renewed.

Very truly yours

FRANK J. KELLEY

A ssistant Attorney General
Vehicle and Occupational
Regulation Division



awyer'i birthplace. But indl _ _
the rolling Mississippi, this newly built have sits at
-(he heart of Heston's final frontier, a huge quadrant of
land known as North Reston and just recently opened
for development 1

Most of the first bouses at North Reston’s north
Point Viilage have a distinct Victorian flair, in stark
contreat with Reston’s predominantly contemporary
architecture. And while there are other less-traditional
homes in the works, the down-home feel of the first

few are an Indication of the direction Reston’s devsl-.

open have chosen for the town’s newest neighborhood.
"~ Conceived more than 20 yean ago, Reston pioneered
the concept of the planned community. But despite the
careful strategy, not all has gone according to deS|Pn.'
The majority of Reston’s village centen have been fees
than successful at attracting retail business, the path-
ways have been plagued with crime and Reston’s scenic
amenities—the lakes and open spaces—are proring
expensive to maintain. _

So in North Reston, which covers 1,600 acres of
wooded land bounded by Rte. 606 on the south and
Rte. 7 to the north, the current developer—Reston
Land Corp, a subsidiary of Mobil Oil Corp.—a scaling

IVATIOIVS HOUS ING
By Kenneth Harney
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Bankruptcy Voirds

Certain Timeshares

tf you're one of the estimated 250,000 Americans who
have invested in "right-to-use" vacation timeshares, or if
you'ro seriously thinking of doing so, keep your eyes riv-
eted on an important piece of legislation that’s about to
move through Congress.
The hill, which revises the federal bankruptcy cods,
could have a direct affect on your wallet. -
If it passes, the money ﬁlou’ve sunk into your resort-ti-
meshare investment should be safer than it k right now.
If if doesn, you could f|1ob the growing number of time-
share owners across the country who are stuck frith
“ream vacation plans that are tumln? bto nightmares.
. Here wha_t’s.unfoldln(}] on Capitol Hilt /-
Ths new timeshare-reform legislation, Introduced in
both the House and 8anate, k designed to pIu? a gaping
hols b the federal bankruptcy law. As currently written,
the bankruptcy oode effectively’ allows developed ar.
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THE WASHINGTON POST

Right to Use "Timeshares Worthless

W hen

HARNEY, From EI.
oaner* of reeort projecta to cancel
long-term “right-to-Use”, timeshare
agreements theyve toId to consum-
ers by declaring bankruptcy. The

resort roect can then besoldata |

favor pnce t0 a new owner,
has no Intention of running a time-
share rtaort
The consumers, who may have
Invested $5,000 o $15,000 or more
in what t ey thourt; t were <0
uarantee r| hts 10 vacatron a
luxe  conck p inium or  hotel, can

en up with little or nothrn *

They can, ashavebuyersrntno
major Florida resorts and one in
Myrtle Beach. S.C, And themselves
barred from the ' premises they
uao%gg Viere occasronally "theirs

For exampie nearly 2,700 owrers

A Resort

wrm leasee or contracts providing
for use of a hotel suite, condominjum
apartment or other accommodiations
for particular weeks over the course
of a 30- or 40-year period.

(Interval units, by contrast, inj
solVe actual titles angl deeds to real
jestate. A consumer might purchase a
4 percent interest in & resort condo,
for exam le, entrtlrn? him to occupy
‘'or trade two weeks of that unit every
o year. In a bankruptcy proceeding
Under currant federal law; the owner
of an INterval Unit is treated n a
secured creditor and is pem, tiyd
ieontinuod use of the property.)

Because of a'httle-noticsd quirk
in the code, however, right-to-use
units—even when paid for fully in
cash—are relegated t0 a legal néver-

of units in'a Ft Lauderdale Fla,1 never land known aa “execlitory con-
resort re%wed terse lefters out of tracts.” That means unit buyers can

the blue from a hankruptcy trustee
last summer informing them that
therr rrg fo vacatjon aé the clup
terminated” Periud.
Dont bother to fly down from Mas-
sachusetts, Canada or Oregon, |n
other words. You're not aII
the place no matter wh &a/r
Dont hother to write or phone ell

Omers -| a Floriga Keys reeort

blown asi imbrerg Reef didn't even
it the oou teay of letters. Some of
em travel 4 hundreds of miles to
Y (e Seheled o e
theyaoors)pad ocked and th}err Ul
investments _of 2500 to
evaporatrng in bankruptcy proceec-

n% federal judge later ruled tluu
the 200 timeshare-unit owness at
Sombrero Reef were nothing more
than unsecured creditors, entitled to
no specral prrorrty In dlistributions of
ankruptc This wes de-
spite the Earns that the consumers

ollars ha ﬁ |mee e
%esort {0 get (p e rou in the
irst place”and that Florida law ex-

pr y sougnt to guarantee their
terests ftuc project went belly-up.
The timeshare ‘units Involvéd In
bankruptcy controversies euch as
this are al ‘rrght -f0-Use" rather than

“mterva ownership " Rou
the eetimated_f Ogaonr%es)hare in-
terests sold in the United States
have been of the right-
use variety, Also known as "Vaca-
tion licenses," these units do not
ant true reat- eehale mterests td.
gurc asers, but rather involve o

he pushed out of their prope ,and
new developers brough
flick of a bankruptcy Trustee's pen.

To remedy this, Sen. Orrin 1Latch
R-Utsh) and Rep. Bill McCollum
R- FIs) have introduced legislation

ivi ? -to-use _consuners far
gtrea r te?tron The coda. revi-
1on would allow them to retain oc-

cupancy of their units durrnq hank-

rugtcy, Brevent owners from Tockin
t and give consumers th
al | rotectrons as all other

feaI -ratate ' ! rerters ) under
ederal law.

Perhapa the moat significant fact
about the new re orm atron IS
that 1t Is stron the
real-estate |ndu ro tatr -
resents res rs |n the
rﬁso fig Ie fNatttro Ame|me-
sharip ncil of the rican
Land %ec%pment Assacition,

Town & Country REALTORS® ]

Managtr at Town 4 Country's BilU Hautn Office

AL .
BRACY /

* K

Million 6 ollar Club member, former branch manager of a major sroa
real aetata company, and newly appointed manager of Town A Coun—
try™ Belle Haven office, AJ Bracy la pleased to accept this exciting

naw challenge.

"1 have long perceived Town A Country aa a aolkl, wnH-estabUshad
firm. Since Joirtmg tt, I also sense = keen enthusiasm about the future,
and the extraordinary opportunities that lie ahead. There ts an ex—

citement her*..

.-we share tremendous confidence that we can achieve

unbounded success while fulfilling our commitment to G ntnte totally
profeeaional servlet to our customers and w i public.”
' You are |nV|ted to VIal At in his office, 0020 Rich—
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Minnesota official says Pinellas man]
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The c’Ufeq Iure ?fg F'z Patera-
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mlhursday by ﬁJeMlnnesotaBmln U
mdivivion. hj*m*d Swaim and his
%U rea, all |rgﬁ1eydefajltedon—
ioin
{] Whenba SAalm dich™tperfom,” JT; -
E.Jt -tEhlrd LTr*;- S|
Iald chardG— Eyam aapacl /a-t-v

7 ,Et\r/]ahsblameg ‘mlgmfanagemenﬁa_é\#’
gna?/[yal%)\?ﬂa e <o R LT I 3L rdM it lnm JOlW/|L|I_
T *Swaim could not D« read‘ed for “t, 'Flrsﬂiederal B’mldlng, "045J Cootral Ave. Treasure Island, j ™= :

e RS, ﬁﬁ?'e"rﬂ‘ InsIL7P* WK* UfHamumburg u et rstRaobral Mortga’é?fa-ledtol

::on S) Faternbiint” inoa t i , SepUmb««ndOe-
* gharl ngresxt Ho nmmoed V* h' El’\au dhauuncerU|’\deuun ,our p nta-Twchac u

i.oav Cik.owl ;= * ok a vara aunt f\-f OA.

state-crartered bank inMinnesota ™" iBP, Itnet r°r a »pet:lﬁ’ﬁ'perlaj of *  Bviulagaid tI>»evere"'sbstatial

be shut-doan. The Federal itw.- tlrre gererally inone-vweek Intenalls. .- payments™ fort, hank the atieof tha

Inaurano>Corp (FDIC) inas ~ vi* Wndar the agreerent with the "'Bank ofBarmum, which hadasaataof

a (mrt—aﬁ%o iver after bank-~FinLFcdefal .Moit- 5. abwt.]ls—muym 0-.—3 If 'ret >
“tha bank and b

egan ? -asusidiary of the FirstFederal £vairo firelly made tha
remtursmgmarly4 (ID(HIP,HDIaat J rr:g /fwaa"to ollect*the monthly  September and rB-%mBut mg

omm. Mondav "* 7 e paymenta fro tiresharing - Decenber , thecarplairiteaid. BT U
aomparutei. First Federal Corp. and _ VI »»cmTwn- — - The bank also allegrd thet Fuat
FirstFederal\o rp -, Federal Mortgage "Wwiongfuhy con-
KMbI Gortral A Treasire Ialard - ||- - 1I -> = vemrggorltsam& '”é{j"g"&‘d
Ialnlﬁhjanfm;almm UI .. .S -1 SNaIl?aayrl;"erstFecbralr%YavelPasa

i ok tglé <D 3. pln.oferd by Frstceral o
IhatSwaim dsfaul 0036—|n| ——AUnrnunlJ r Ealne and afil ooim." said Robin
In mortgages wh bo“% Last«' D\ swed...(.nx MF _]. Cohn of Air Fld%)h. 0 date, about
August through F ,atFedera Mort-, !»—/" V- \- £00air traelerahave aubaenbed. =

Fvans ssid tha helped . 2 it e o o 0

vans sii mortgages il over a foyear
firence Ihreo resort timéahiuingvon ',O\IA,",A‘ A "¥yfridd toanyArﬁ)’Florlda(hsmmm
«Ures, at lesst1Aoofwhich Swaim is b aj—JdlngEurope The pimwaa pro*.
deveiop ..Thou are a I LQolaoee  1m _. rmtaiaaahe%e;tﬁlrstmlbleu
project at Lake Placid; N. Y. and a ** aeuea inair
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'Minnesota bank isclosed./ 7?2/

'i Ths State Bank of Barnui, Minn. Was doted liter;
business-Wednesday because-of “grots mismanage-
ment," Commissiontr.of Banks John Chisholm said m
1 e LR S S TP SRR 1)
1." The bank, opened in IWO, had total deposits of more;
sthan $13-million on Dec. 31,1982~*4
—< Bamun has a population of 382 and is located 40 -
miles southwest of Duluth, Minn..Chisholm said the.
hank, ratherthan.relying on local depoaita and loans, ’
« wentinto the open market and purchased out-of-atala -
brokered fui.us. 1t also made substantial investments in
loti s secure(.i“py"t‘!lrm,e*g.[lg e,rf[]AQrtg:aé;e?',:tzg,:s;gug.u.,lT Vi«

.a.n* 18"



X | ~ =" Y AjniiMioner lor “prow nwrntniétmi_n_L"

, m NVi,wwifVf»«.The small bank hid c.dy 513*miliion
S _A-y-lindepoeiu, and Swaim w_alapgarently
\C.X'M Axf.rifisH» Its larjrat debtor, iiw .tj4 '+ *?"*?{ wi

L Jitl;"J1esfiV.vmmrr--Tht bank purchased rnorelhtn +00

timn-share mort%ages from Swain in

“”lALi)gustCll%Z,sU elejlan affidavit _ora1

B STENNAMAMUEZ:~ ~  ecu: trralsk ¢ PISEIHCTub ReiO T VAl G2 Ao altemey ity
- ITW«.wwrt.:  |_ur_ ._LakePlecid,N.Y couldnotcAshtheir, the Lake PlacTTTSort, the Maaaan-
'n"*StttarisS: «S51 &+ 3sijn
*rsskK® £ss« -ssffisé&sjssr

JSKSr.s=1"aft ,
S"bU"ror«enw Mo« M tal *wsrrnnt from theaPtDellm*-. — BWA,M WAS lupp0,,j to col.
LN} /\

! N AEA A} A YA * A v LAY

' n?S\%ﬁfﬁko&lngrbaﬁdcpregi‘d.er]‘t". h™. . On MoSST L 2 quﬁ!ﬁ%araw&n and forward’ it to

" Fint Federal Mortgage Corp., iaac- ' / AN AFFIDAVIT filed vnth'tbe |'*™, * oy perce.lu?e.
cused of temporarily using money that ~ criminal complaintitatrs the amount  J*ecollected the augustand Seplein
wassupposrd to bé paidto the’St/jU. of money Involved ia "in eiceaa of . berﬁayment*. butdqld notsand them

' to the’bank, Clark a affidavit atatea.

' igEmponees atoneofSwaim'aproj* « Swaim and his companies by tha Bar-r

Batik of Barnum from mortgage, . 5300,000." AasisUnt SUte Attorney ( ]

paymenu on three timesharing con- " Bemie McCabe refuted Tuesday t o , “ Instead, Swaim ‘deposited tha

mjominiumprojecUSwaimi.develop- ' aay what the esnct amount was. money in a local bank account and'
Ing.-i' w-lv,»," e Buta federal lawsuit Tiled against' |, < « »f*><;)a¥FlntFederaIMontage

, ee TIME-SHAHE. 12-D

S W

' . atea” Acine it U j o owtritvws — > - — - - — -
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Ce—e ~ v . HB'  e_  cccee
Tame-share inridﬂe Resort Hotel In St Petershurg
Ce- mm ' o1* .V —from 1-B - Beach, Swaim converted it into a time-

) sharing reaortin 1979. Ha later promoted a

»mm*>" Corp. eipsnses,” . an-now, Qy-leter travel pass plan with Ajr
theaffidavitcharge*. lorida, Atleast half the employee! of his
*Aftera vie* president of Bsrnum bank / i)r_omotlon firm, First Federal Corp., were
travelad to Pinellas County last Oct. 11to  "laid off lastNovember. m  m+ s

V: . collect tha toonty, Swaim gava him two Swaim lately had problems with the
ttl" echecka for tha August and September -New York state attorney general's office,
- *:payments.The checks werereturned twic*. which suspended timeshare salt* at the
for imulficiant fundi, tha affidavitadds. ~ <Lak* Placid Club Reaort last December;
Swaim finally made tha payment! bfr- . T.-io attorney general charged that resort

twren Oct. 27 and Nov. 2fi, the affidavit ' employeeswereusing misleading informa-

. alale*, Butaccording to tha Uwiuilfded by  tion in aalea pitches and were not adviiing
-C’ythr Sank,SwaimatiUo»<esatlea»t$2SM,589 " "buyers of their right to cancel a purchase

W' in back paymaotaand interest.. .contractwithin aeven days. Tha aalts were
I/';. Tha Minnesota attorne%{ general ' 'later returned, accenting to the Associated
Ireferred tha grand theft allegations to Pi- Py~ "\f" 7

A- nellasCounty authorities because“if there

; fiad i + ACTING GENERAL manager
fy*f.l\(f)v?ir% grllmgs_,otrhkeaiv(\j/?uld ha corfnirtr1’|fted M sHoward Riley woidd not comment ab%ut

Mvit'." Swaim did not return telephoné callsto - T€SOrt salea practices Tuesday. Riley aaid
his office from a St. Pcttnblﬁ)rgTimti re-  the Lake Placid resort's "cash flow" was

" porterTuraday. Ha could notbe reached at t ~ Partly hurt by the suspension of isles.
et : i The Key Bank, which has the resort
(P. .ﬁllhomeTuesdaynlght... _'V S " checking account, refused Tueidsy to cash
h." TUB FEDERAL Deposit lhsuranc-i aychccks for the resort's emi)loyets_. Riley
i Corp. (FD1C) took over tha Bamum hank  mnsisted the.resort has "pleDty in the
». and reimbursed its dspoeitora.ltalK *ook ' aeroant to cover the ﬁayro I" and blamed
*[ over the lawsuit against Swaim, filed'in  the problem on the hank’s policy of not
V1 UJS. District Court'in St, Paul, Minn, two  accepting withdrawals on the-resort's

**weeks before tha bank failed. _~es ;. sccountuntil checks from resort customers
TV __Swaim firstachieved local note in May  deired. L » )
' '1078, when ha proposed to build a"Jacques The Lake | intid resort conslits of a

+ Cousteau Marina Sciences Convention  230-room hotel and 35 time-share con-
.Center" inSt Petersburg Uesch,and asked ~ dominiums, Riley aaid. An additional 30
¢ the city government to finance its con-  ‘'time-share units are planned, be edded..
o itructlon”“with $103-miUion in revenue mw>*— [nformation from tha Aiaociatad

bonds, lie soon withdrew the plan. Praia and Unitad Praaa International waa
A former part-owner of the Breck-  uaad Inthla report. e m\f



vpn theft charges

mi{CLEARWATER <AP) — John Rir!

Swaim, developer of the Lake Platid.-

" Club Resort hotel and timesharing «

Acondominiums In New York>State,.

J-was freed on 510,000 bond Tuesday >

-‘after his arrest on .grand-thettv
charr.es, officials said.

*\/ . Meanwhile, some of llie resort’s
",198 employees were unable to cash.;
their": paycbeclis Tuesday at Key *
Bank branches. Resort general man- .
mger Howard Riley said the problem
“should be cleared up In the morn-
'Ing.*.

« m Pinellas County State Attorney

“ JamesT. Russell said Swnlm was ar-

Z rested .Monday nt the First Rank of

" Pinellas In Treasure Island end

m charged with Brand theft. - v

%* Swaim was taken to the county’s :

*"maximum. security Jail and later
released on $10,000 bond.
« An orrest werrant said Swaim
was nrrested for ”usin%fro erty of
another In excess of 520,000” ‘and
“depriving the Slate Bank of Bar-
num (Minn.) of the money and at*
tempting tr use It to: bis own pur*
POSES. . X

1
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viBeach developer"™s
transaclionsprobed

in at least 2 states <
By SI VEN A. MARQUEZ

tt el —W«T '+t S<HWro—

Federalagentsinit leasttwo states are investigatingthe
> usineas ttansactions of John R. Swaim, the St. Petersburg
Lesch developer charged with grand theft by Pinellas
Countyauthentic*. S *js

Swaim isaccused of temporarily using it least'S300,003,
and possibly as much os $910,000, in morfgage pa{/lments he
was supposed to forward to the Bank of Barnum, Minn, last
Augustand September. He was arrested Monday night on
« warrant from thi Pinellas-Pasco state attorney's office.

The small Minnesota bank collapsed last month, and a
federal lawsuitit fifed agalnst_ Swaim char(t;ed that ha da*
faulted on_more than_$3.6-miUion in morigage loana for
Y. three of his timesharing projects.- e

TBTE BANK'S collapse sparked an investigation by
> FBI agents in Duluth, Mica to determine whether any
£ Acriminal activity contributed to the failure. The investiga-
~tion “isalmostnormal procedure... when a bank fails be*
i“-Je«use of questionable transectjons," aaid John O'Connor, "

—

. »Jsupervisor ofthe FB1 white-collar crime (UWUiod in"Min- -

-.i'naepelia. mWit'f']"" o e _ _ _
J'-ArTheinvestigationincludesthemortgtgiloanitoSwaim,

m.«{fjas well as other transactions by tha Barnum bank, 0'Con- «
3o

.
*

I'-nor said. No charges have beén filed. ‘mfe . v.'
s _eanwhile. FBI egeots in Albany, N.Y.'are doing a
j. Brellm_lnary_|nvest|(t;at|on of “business transactions with
J - banka in various elates" by the Lake Placid Club Resortin
J . Lake Placid, N.YL, a hotel and-time-sharing complex owned
g by Swaim, agency spokesman f'chas| O'Brien said.

. "The-investigation concerns “poaaible violations of
f. federal laws, specifically bank fraud and embeulement
' atatutee," OBrien said. He would not detail the allegations,
J norwould hesay whetberSwainrij aspecific target of tha
» investigation. '!- 'y . ‘w» -t- Ul - e
4.
9
>

SWAIM 51, UownerandpresidentofFirstFederal
Mortgage Corf).. hased in Treasure Island. A receptionist at
the office told a St. PcIInbur% Timet reporter that

- Swaim had no comment about thr'invesligationa. She
would not put the reporter's cell through to" Swaim.

. Misleading sales pitches by Lake Placid employees
forced the New York attorney %eneral'a office to suspend all
antes of lime-sharing units at the complex last December.
The suspension has not been lifted, contrary to an At-
.aocialed Press report published in the St. Petersburg
-Timet Wednesday.

-\ New York Attorney General Robert Abrams ordered a
haltto tha aales because ins prospectus given to possible
buyersdid not follow state requirements, aaid Nathan Ri-
ley, a spokesman for Abrams" office. ]

., The prospectus must contain e statement thet gives the
customrr a right to cancel the purchase within seven days,
Rileysaid.Butsomscustomersneversawthestatementin

u theirprospectuses, he edeml. . .

* -“LAST SUMMER, some people had the page (con-

y tainlng the canceUetion atstement) removed fiom the

> prospectus,” Riley said. “And other people had the page
s

S @ i+ = C

o J covered up with d map." <o, .-

¢ -The resort’s sales brochures "generated a lot of rritl-
'm cism," Riley added. "They were promising fabulous prim
« — spoil* cars, vacations in Hawaii." Abrams' office ﬁqt a
» court ordei last year prohibiting the resort from usin
J contest names alreadg/ u&lder trademark to the New Yor

J State Lottery, Riley said. L (X}
'V Tlissuspension will contipue until the resort r'-hmila a
J eatiefectory prospectus to the attorney genaral, office,

¢ Riley asid.
Y - - em | W T e



V>ESHARING INDUSTRY REVIEWFEBRUARY 1984

Cnillmiii T 1'rom previous piige
Customers also get five Jl_ears of free recreation passes
. Buyer*will not be locked into the same four weekseach year, because ol the flex-
ibility provided for in the ixcupancy schedule. . )
wners initially choose the weeks llicy want and then they rotate in subsiquent
years, or the owners can decide among fhemselves how to divide tin* time.
"Wetried to come up with a comprehensive rrcrration.il package that people can
afford and that will provide carr tree ownership.” says Dennis Heck, the Nil-West
representative headmgg up the project. )
Reck hopes to see the project under way by April and completed by Sept»*mrher.

Publication: Daytona Beach (FI.) Nrwvjoumal
Date: January 1. 1984

Author: Gail Acches
Title of Article:  Stable Interest KalesSpur Real Estate Sales
One of the few areas >frral estate which mlght have done worse in 1983 than in
1982 was tlm_csllann%, according, to some professionals in the Industry. A tough
state law. which went Into effect’in July, caught many area resorts by surprise and
forced many of them to restructure their marketing Strategies. )
. "Spirits are iLimpmed," * Id Stephen Chubb, an area real estate broker heavil
involved in time share sales. Telephone solicitation ami mail promotions whic
have tainted the timesharing industi/s reputation locally, liavr “gone stile* and
marketers are looking for fresh ways to attract new people to theif properties.
Sales in 1983 were down as develgpers made adjustments to die new law. but
Chubb said 1984 will be 1 good year for tir* strong timesliare developers ii interest
rates remain stable. Tlicre will be'a slowdown In the number ol motels converted to
timesliare resorts and new timeshare projects throuHhout the year lweausc tne new
law ligs made it tougher loi developers to market these projects without uildilionsil
capital, timesharing observers noted.

atlon: Bridgton (ME) News
ate: December 8, 1983
Author: No byline
TUWof ArtkW:  Tlmrduie Owners Present Proposal
. b there lighl at live end r* the vaUryl
j  Fuvrrgrem Valley Kciort. sold to Main** FAME In May (or $500,000, may be
purchased spon_ by cor «4 a number of fntrmted parties. Prrlups tlie mosf in-
teresting «4 ibe |ntereated 0 tge Evergoreen Valley Timeshare gwnefs Assouﬁ[m .

It»-" can an owidaUon l% 1tuown pro r){\./] gou add Well fint orf the
A%ocialioo fr=iTsits about 1.100 pople (mostly Mainers, imulmully) who own
vacation week* at the Inn. and die Inn'only, FAME owns all the mt of die resort

Of course. FAME, bring a state agency: is not running ihe motl, but is instead
looking for a buyer. Tha”means dial die peoEIe who own weeks at Evergreen
Valley can get all"dressed up ip their snowsuits this winter, but ;hry really have no
wacg to go. Die mountain we n't > running and the Lodge’s amcnitiei”probably

on't be‘available. . . .

Now, the Lodge has closeri. along with the rwt of the facilities.

EVTOA has submitted a .jon-bindmg e\r/oposal to buy tlie entire raort.

Tlie terms of the proposal would proWle $13.000 Iéase money a vear to the
state, for the first three years, Ilie remainckT of tlsc 5675.000 purchase frice would
I»e repaid to the state over 20 years, at Six percent interest. .

Rupert Aldrich, a Norway attorney, bought the dace several yrara ago. He in-
corporated the Inn and Villas separaté Iy, and began selling timeshare units.

Aldrich sold the resort to FAME in lhe spring, but kept the other interests, f!r
has been working in concert with EVTOA to improve die condition of tlie Innand
Villas, cut costs ami pass on management.

Publication: Slu kton (CA} Record
Date: December 6,

Author; No byline

Tide of Article:  TimeShare plan falls. Bear Valley Lodge closes

Beset with financial problems. Bear Valley Lodge, built 15 years afp to accom-

modate the nation's jet set, has closed its dodrs, o
_The five-story structure now stands vacant in the snow, its windows shrouded
with frost, its doors boarded up to prevent entry. )

The closure, said Bill Reynolds, at the Bank of Stookton. which s one of the
lodge cori)o_ratlon's largest creditors, has been_brogght awmt by lagging sales of its
apartment timeshare pL:n which was started in 1981, )

Reynolds also confmncd that Mt. Reba Corporation, which operates the hlg?e
dd complex just beyond the loage, offered to lease and operate it this winter but die
lodge owners refused.

Publication: Florida Trend Magazine
Date: January 1983

Author: No byline )

Tide of Articc: ~ Time"Shanng: Complaints Up

It looks like more hard times for the timeshare industry in Honda Through the
first 11 months of 1983. the industry generated a record number of consumer com-
plaints. \ll_\lhl|e the number of new timeshare projects dropped by about 30* from a
year earlier. ) o ) )

State timeshare supervisor Hugh Owen saz/s his office received 1 (00 complaints
about timeshare sales practices, up from about 950 corrolaints a year rarlier. For the
most part, customers .cused timeshare companies of deceptivé advi*rttsing.

Further famishing the image was the Florida Department ot law EVorrefnent in-
vestigation of Vacondo Inc. of Orlando, ; timesliare marketing company. Stale
agenfs 5elzed ihe records of Viacondo. which rbas ce gd domg]buslnefsesU

Abn , Ina year when most re?f) es&a‘e rsg* oung(ié, T cshann)i TeU flat. Thg
number ot new timeshare protects slipped fo 791n"1983." 113 projects wrm registere
with the state in 1982.

23

Taxation

Publication: law Angeles Dally Commerce

Date: December 28, 1

Author; Rob Schugp i

Tide of Article.  New State' Law Means Lower Tax Asscvancnts for Timeshare
Units

Timeshare lalespersons may have another point to add to their sales pitch conic

Jung 30, 1984.. . .
gi‘lle San |r?o County assessor s office is prepared, albeit reluctantly, to assess
these units at rafes as much as 33 percent less than it did under its present method.

“We are new assessing timeshare units at the aggregate amount.” said Richard
Stallcr, chief ot real estate within tin? county assessor's offices. "W e bdieve thisis die
correct method and wall continue to use’it until tlie State Board of Equalization
comes yp with definitive rules on lune 30." ) o .

To illustrate how this practice may change, Capri by the Sea in Pacific Beachisa
perfect example. In this same building, urits are for sale on bodi the usual con-
dominium baps and a timeshare basis, .

A one-bedroom, one-bath unit, which was sold as a condo, was avesacd at a

V_ah}f é)lfm%df?s'l ed unit in the same building, but on a different floor, and sold .is
timeshare unit, Is appraised at $150,000. Hie shares sold for an average of $9'

er unit per week.
P fgn 8 <5sur?ace_ it look* like we have two of the same units with dJfcreni
praiuls.” Statler said. But we bdieve selling the units as timeshares changes the u.

and the value of Lhe groRerty." . . .

Greg Smith, the county assessor, says a unit, alter it is sold as a timeshare,
becomes a "different animal. It i like comparing apples to oranges. The two units
are no longer comparable.”

Publication: Veto Beach zEFlf Press-Joumal
Date: December 24, 1983
Author: No byline .
Title of Article: ~ Time-Shareni Sue
Tlie owners of four lime-sharing condominiums in Indian Rivrr County have
surd the county property ap_?ralser, saying that their propertxwas unfairly aronwx].
The suit filed n Circuit Ce.urt, alleges that Property Appraiser David Nolle
“acted |rr%gularly, |Ile?ally and unfairly" n assessing tlie property of Oyster Pointr,
Driftwood (Xean Villas. Dritwood Vacation VillaS and Oyster Bay
‘Tlie val laiion method followed by defendant does not reflect triie market value
orfusi valuu™ anil is “arbitrary, capricious (are!) discriminatory,” the suite allrgrs.
Actoidug lo dir suit, Oyster Polnte —bawd on Noltc's aocauneni — 0Wo
S175.178.91 7In taxes, Driftwood Ocean Villas owes S39,019.80, Driftwood Vaca-
tion Villas cwrs S118,112.22 and Oyster Bay Il owes $123935.90. _
Tlie time sharing condominium owners fed these figuresare too _hl([]h- According
to ‘good faith” estimates by the owners, listed In the stiit. Oyster Pointc should only
have to pz\iy S56.878.87 I taxes, Driftwood Ocean Villas. $16,171.85, Driftwood
Vacation Villas. $40.433.89. and Oysirr Bay 11, $10,03255.

Publication: Portland (ME) PresvHerald
Date: Deermiwr 19,1

Author: Jean Frecdnun - )

Title of Article: ggélsng timeshare: Determining value lias a»e*vors, owners at

. Anew state law that says units in a timesliare complex must be tnxrJ separately
is causing hradaches for local assefsors_?nd triggering complaints from ownm who
say Ine meiliod inflates property lax hills. = ]

The groblem for assessors stems from tlie. mountain of paperwork that's
generated when they hill every owner of each unit, -

The Samnset timesharing complex in Rockport lias forced town officials there to
come to grips with the controversy. Mel Foley, assessor agent for sdectmen, perhaps
hest express?* their feelings: "I just wish it would go away." be says. )

Under the law that became dfcctivc in September munluﬁalltles_hlve the option
of hilling owners individually or sending an itemized bill to the timeihare complex's
mana%%ment com anﬁ. In the latter case, the managing entity would collect die
assessments from the Unit owners and pay Ihe town.” = o
. Foley wants the law to require municipalities to send a single, non-itemizzd bill to
timeshare nanagers. who would be responsible for payingthe bi'Jand collecting
from indivicual owners, . .

And the two municipalities in the state where time share uniti are loohd —
Rockport aid Stoncham — are using different approaches. )

. Sloncham. site of the flnanC|aIE/-pIagued Evergreen Valley cqm(FIex, uan die
simpler replacement-cost method. Rockport sdectmen. after mudi discussion, de-
cided lo asass the units using tlie fair market value.

Foley also would like new legislation lo mandate the method of asscBnvwif.

. The’Sarroset Timesharing ASsociation, t .eanwhilc. has daimtd that the town
orlqlnall Jifjecd to use tEe replacement cost method and is asking the town to live
up'lo th taé‘r_eement. ) ) .

"I don't think that timesharing, has any more valug than reqular condominiums.
You can orly tax real Pr_?{)(any. " Jim Ash. preudent of the Samnset timesharing
owners ass<cution. explained. ) )

Because of the disagreement, the Samoset timesharin miina ement has dnexVd
not to Fay $26,000 In 1983 taxes assessed hy tlie town and will ap%JeaI thedcrain to
the selectmen. to the county commissioners and then to Superior Court 1

05 the owtvts association.

a%%_m,‘{"” sent out 450 individual bills 0 o ners of recced as o: April Lada rixu



4%

Continued from pilyr /

Condominiums international, an associgtion of 021 quality resorts.

Shortly alter relu_mmig to Muskegon last Mari h. the I lombccks received the hrst
of a irriri of unsettling letters. = ) ) o

In May a letter Arfived Irom tlie chairman ol Timemark International 1id. in
Bermuda.“viying that Timerrurk had terminated its marketing contract with Sint
Maarteq Bovvllgg N.V., to which it had forwarded all of Ilombccks payments and

ayment records.
P yIn early November another letter arrived, this one Irom Resort Condominiums
International, wying th.il Villas at Cupccoy Beach had been withdrawn from KCI's
condominium exchange program. . .

Tlie reason? Condominitm ileveloper Allied Raoul Fleming had defaulted on
more than $2.8 million In mortgage payments and was being foreclosed upon, hvi
than two weeks later. Hombetks vacation getaway and all the other’ Villas at
Cuprcoy Beach wrre sold at auction. )

Tliaf piece of nessrs came in another letter. nm the new owners. National Real
Flstate I3evclopen. in wiuch twit company s Thomas G. Manuel delivered the hnal

foreclosure, tire timesharing agreements are null and voi

PublkatL it: StrmnUbur éI’A Pocono Rerord
Date: November 26, 1

Author; No gylme ) .
Title of Article:  Ski Side will add °00 intervals
Northeastern Bank of Pennsylvania has authorized a$2,6million line of credit to
Iélﬁalslfggp\% Ilpac.éfpr financing Phase 1Lof the ikvclopers timeslure resort known as
Tlie secondgpha*e ol Ski Sidk* Village will he comprised of 900 intervals, all ol

which has I*een approved by both the Pocono Township 1Linning Cotnrni‘aion anil
the township Usarll of Supervisors.

Publication: Wilmington _SNC Star-Nrws
Dale: November 27,

Author: ~ Ray Belew )
Title of Artkie:  Work pri*grevung on Carolina Beach condo
Fifteen units of a 63-unit condominium complex —North Pier Oiran Villas —

have Iren completed at the north mil ol Carolina Beach. .
Forty of tie'timedianng units liave Urn lully pre-sold. ikvclopen say. Fvermn-

oW . .
"Wo luve consullrd counsel ami have Urn adwse(zj that, as a result of the

WHY ShOP AROUND???

Get it dl with one calll.1
(305) 782-6228

.HOUSEHOLD PACKAGES...
LINEN PACKAGES...
ACCESSORIES.....

..PREMIUMS...
1Anchor Hoking « Name Brads
1Hqo TopQuality
Faitetnare Bt
Garerall Hatric Svie
Reerenare letear Rrid
Ruiermaid I :
Erda ec
Addrat Inredi i
e, gty
« lies. Toels, ec

DECORATOR COLOR COORDINATION
SET UP SERVICE INCLUDED IN TOTAL PACKAGE
FREE DELIVERY

Ji. N:Titk ENTERPRISES

212-1 E ATLANTIC BL\D.
POMPANO BEACH, AL

Please Call 782-6228
Save Time & Money

We specialize in time-sharing units, hotels, motels,
condominiums. Complete turn-key operation.

finc_J/1/1/uibuvulSHiot IitVIElV ttUHUARY 196!

tire Pméect is *uc for completion next xpn_n?(. . ) ]
heSIO-million p oject is the newest wrinkle in ow_nln% a Blece ol the leach says
Imy Charles, one ot the two developers and partners in Ihe bland Real Estate Siotr
in the former Blockade Runner Museum building on U.S. 421. .
_TI* Villa;, however, will rust be tittup. A .utfuh >worth of a two-bedroom unit
will cost $12:600. ) - _ )

Still. Charles said, the units arr wiling well with busmrvr* which use the con-
dominiums in vacations to reward employers, and with mllltaal personnel He said
many are sold to residents ot the Northeadt who arr shunning Flomla ami tuming to
North Carolina tor mvestments ) . ) . o

There are no g% ml buys left in Florida," Cluilcs said. CarolinaBeach ispri*-
bably the best-kept weret on tlie coast.

Publication: Milwaukee Sentinel

Date: January 10 184

Author: . Alvtn 1- Curtis ) .

Title of Article: Al units ol timesharing rrsort In North *'ld. iJevrloper say*
For investors in the lake Forest Resort A Club hvr miles east i*l Eagle River,

three r)]/ea_m ol deveIoP_ment will lake a new turn Saturday when the owners ot the

timesharing resort oltidally lake contral. . .

_According to tlie ileveloper, It's i>efirst timrsluring resort in the state to wil out

its units.

. The 24 unit resort. livateil on 11 acres in Vilas County . ts port of a iAVacre
Like Forest Reaeational Area At a meetln? Satunlav. representatives of the 70
owners will take control ol tlie Uurtl of direilois from the ilevrloper. Virginia Prop-
ertios Inc.. 18740 Blue Mound Rd.. Brookfield. . )

We llunk it ilcmorwtra'es that theres a yejr-round rrsort iHnaml." said Furr
C. Biermeier. president ol Interval Resorts Inc.. the company marketing tlie resort

Publication: Calgary. Alberta (Canada) Sun
Date: Deormber 11 19

Author: Henry CybuKki . L
Title of Artide: ~ The mountain hie: NuWest plans condominiums in Canmore

Nu-West 1'\vflopmenl is planning a tJoint-owner_ship recreation protect that will
offer dr best for the fun-srrktnx. Investment-conscious individual.. ]

Uxated on a 2.S ucrr site in Canmore. this 40-unit condominium his a pnee
range of $13.500-$15.500. This will %:ve each owner one-twxllth ownership, which
allows them tour weeks a y/ar lor their holiday pleasure.

Confinneil rn next p't*

ONDOMINIUM

OTLINE, ™ .

for..
\fully furnisliefd ;

deluxe 1, Y& 3

bedroom condos



;ivil suit, ur shop at anotner store.
CAIN~ =/ iF/ t/Hn (iSi wh) "
OCONGRATS! YOU'VE WON A SALES PITCH: buring 1

the Fur Rondy, my husband entered us in a drawing for a \*
charter fishing giveaway, which was being offered by a :
company selling time-share vacation condos. Soon after- 2
Ward,lgotacallsaying we had won the drawing. Ihave

my doubts about their "contest.” Are they going to make |,

us sit through hours of high-pressure sales presentations

before we get the fishing trip? — JE . ® y fa
* * _ -7

m» 'Yes, “if this company is like' most' other ilme-shnre*'*

peddlers. The easiest way to get people to listen to the 1

company's propaganda is to trick them into it; that is, the
.company tells you you've won a vacation when what <
you've really won is a bombardment of sales presenta- 1
tions. But as it is, you-don't find out about the sales part
until you've arrived for the vacation. i
A new bill introduced in the legislature a month ago
seeks to.prevent.many o ftthese,deceptlve”"prm ?tkes. SB J
494 w as Introduced by the governor ptfthe requosT'of the”™'
attorney general, whose consumer<¥*i>rotection o ffl1"* 'has
fielded many a complaint about time-share wheeler-."
dealers. One of the provisions of the bill would prevent 1
time-share salesmen from conducting lotteries or offering
gifts as a means of pushing their product. Under the bill, ;
they would have to disclose that the prerequisite for a <

"free vacation" is tolerating boring sales pitches.
n
- 7

[ If you are having troubles getting action out of a business or
agencY, or hove a question that's poovod you, lot Tho
Troubleshooter give It a try. Write Tho Troubloshootor, Pouch
6616, Anchorago Alosko 9 502, or call 786-4343. ltoms will bo
solocted for publication on tho basis of Interout or holplulnoss..
Names will be used unless anonymity is roquostod Lottors end
documents cannot bo returned.

., . . m 4

S



T im e s h a|];3 re striction”™ w owuld

h e Ip p ro tect p o ten tial b uyers
b?/Anne_tteTa lor consumer protection division. *>
TinMBuriDaaWitur

Anew law proposed by the state attorney gener-
al’s office would prohibit certain sales tactics com-
monly used to promote timeshare recreational
pro_lp_erty. ) )

imeshare property is the use of a vacation
home or condominium for a limited, pre-planned
time. Timesharing can involve actual ownership or
merely a contractual right to use the propertﬁ.

If passed by the legislature, sellers would be pro-
hibited from offering prizes or gifts to induce peo-
ple to attend sales presentations or to visit timesh-
are projects.

uyers also would be allowed 15days in which to
rescind a contract.

The bill would be the state’s first law specifi-
cally addressing timeshare property and pro-
grams.

Timeshare properties often are promoted by di-
rect mail solicitations. The letters usually say that
the recipient has won an expensive prize or trip and
can claim it at a specific location. The requirement
that the person first must listen to a sales presenta-
tion is in fine print on the back of the notice, if at
all.

The attorney general’s office drafted the bill be-
cause of misleading sales promotions, deceptive or
sketch information about the timeshare property
and fraud, said Linda O’Bannon, a lawyer with the

b ranch planned

plicated banking transactions, the bank said.

Branch operations will focus on mortgage loans,
with most of the 20 bank employees processing
loans. John McGrew, former assistant vice presi-
dent In the investor lending division, will be the
branch manager.

First National Bank has leased 6,450 square feet
of space in the new Grand Northern Building. The
Dimond branch will be the bank’ first branch
south of 36th Avenue.

First National has eight branch offices in An-
chorage and 22 branches total statewide.

“What we want to do is eliminate the bat sales
practices," she said. oo

"There’s been a history of problems nationwide
where people have been pressured into buyinj a ti-
meshare after being lured to presentation bya gift
of some kind," she said. "When the property iJOut-
side, people don’t know what they’re buying, Ipme-
iitaes it’s what they were told; sometimes it isyt."

O’Bannon said the staff considers tlie 15-das res-
cislon right the most important provision in the bill.

"It negates the high-pressure tactics and [}ives
people an opportunity to make such an important
decision ina reasoned manner,” she said.

John Hansen, an Anchorage attorney represent-
ing developers of timeshare property in Alaika,
sald the industry generally supports the bill be-
cause legitimate business peoplle “dont W8 t the
hucksters here either." Tv

But he said he doesn’t see anything Improper
about awarding! gifts to people who attena sales
Fresentatlons, especially when buyers would be al-
owed a "cooling off" period. .

"l guess some people feel beholden if they par-
take ina halibut bake," Hansen said. "But if you’ve
hud time to digest your meal, you may dedde it,
was dumb idea” to buy Into a timeshare project,
and cancel. i

He essentially supported tlie concept of cancel-j
lation rights, but said 15days was too long. He said]
the requirement coild be detrimental to buyers
wishing to take advantage of an immediate opening
ina project, for example. J

Tlie two-week petlod could be justified for an
Outside project because a buyer would need that
time to check it out. For projects in the state, a
three-day right of recislon would be adequate, Han-
sen said. i,i

“We feel there shg Uld be o distinction in the law
for in-state projects,’ he said.

Hansen .said legislation is needed on timeshares
to specify the rights and obligations of both the de-
veloper and the consumer. While he supported
most_provision* in the rttomey general’s bill, he
said it didn’t go far enough in clarifying rights and
obligations.

Hansen s\id his client; are drafting proposed
changes and additions to thi bill.
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dillac,” Linda O’Bannon of the state attorney gen-';** ure of salespeople to explain the'difference be-!
Veral’s consumer protection division said. “WhatV tween part-ownershlp ana contractual right-to-use !

The state attorney general’s office will propose 5 they've won is a plastic bag and a high-pressurea timeshare condominium.  m< 1 \

“sunshine” Ie%islati(_)nnextsessiontoprgventsome _./salés pitch to sign on the dotted line." ",
ady timeshare condominium deals, f

bad burnsons

7 The slate has few laws to regulate sales
r*.visiting Alaska to sell shares in recreationa

.erty Outside. With little protection, Alaskans are » them alcohol and spiels on discounts andtonce-in- ,/conjuction with an exchange program. Th

*"ripe victims for a bum,” Attorney General Nor-  a.lifetime opportunities.

man Gorsuch said.

Timeshare property is the use of a vacation : they’re Seeing slides of heaven on earth In Jan- , Often, such programs cannot be guaranteed/*’
home or condominium for a limited, pre-planned J  yary," O’Bannon said. "So they sign.” « = 'And some operate on a point system, which ma
time. Timesharing can involve actual ownership or . “If ever they go, they find tliat the condo is not  may not be disclosed to the buyer. \

: merely a contractual right to use the property.

“Many people aren’t'prepared to resist when ’»swaps with other resorts in other locations,

W > . on tlie beach as tne slides suggested but two miles  “If you have a timeshare in Indiana in January *
In Alaska and elsewhere, timeshare sales usu-, away," she said. «af you might get one point credit for the timeshare in !
" ally are promoted by direct mail solicitations. glpain

The envelope often has all the signs of iunk mall.
[ *But the word "Winner” printed on tlie comer v

And the only access is through private property. ile someone with a condo in Hawaii in

and the faint impression of a 1983 Cadillac coming " |ar vacation spots are deceptive or misleading, Nor-'1 "Spain are pretty slim." L
# through the white paper suggest that the family’s , are all havens located on swamp land in Florida. ® * The proposed legislation,'which is'still

""*luck may have changed.

sentation.

"But when they"get to the hotel they learn non said.

All that’s required to claim the prize isto visitan .
, Anchorage hotel room and listen to 20-minute pre-  loopholes Is difficult “when we’re in Alaska and the ~ "cooling off" period In which a buyer could re
I.l!

condos —and companies —are Outside,” ,0’Ban- ’ a contract.

they’re winners in a category that Includes the Ca- Some of the problems, she said, Include the fail* - work through a local real estate broker. * ;.
.1

H o m e r fis h
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'i by Steve Rinehart \ ‘i
i liocnorNrw* "1P om
Spread across the deck were scul-
pln, skate, black cod, buby pollock,
/ small halibut, two Kkinds of shrimp,
<three kinds of crab and a small sand
y. shark with emerald eyes. Slithering in
, “ between were the Wolfkill’s quarry —
5 the starry flounder and the yeliowfin
J sole.
> The 45-foot dmgger spent last Satur-
mlay, like the dozen days before, In an
J;all-out search for bottomfish for which
<there was little market and less inter-
est just months ago. "Scratch fishing,"

m[s what skipper Ken Custner called |It;
% not ml»n»*n »Vin lirtnr nf \ry.

n w h ite fis h

and slowly herded the fish ahead and to
the center. Some escaped. The rest,
running out of steam from being forced
to swim too fast, fell father and further
behind—into the bosom of the net.

The Wolfkill’s totes, empty at the
start, held 1,200 pounds of flounder at
the end of the day, 700 pounds of bait
fish, and a few odds and ends.

They are all part of an experiment.
With salmon prices down, halibut fac-
ing restriction, and shellfish openings In
doubt, whitefish that used to be ignored
have sudden{y grown attractive.

John Wolfe, who owns the boat, and
Velma EII}_/son, yvho owWns ﬁa@ Car|1-

«fa P

) Owning property is an investment in real estate"”
The Colorado attorney general’s office noted > while a license agreement is more like a lease with |
eople  consumer complaints about being isolated In a. *noactual investment inthe property, she said.

Prop-,  room for up to four hours with salespeople giving “  Some people enter a timeshare arrangements inv

e ex-{
change program offers the opportunity to arrange J

_Not all sales gimmicks for timeshare condomi- * uary gets 10points,” she said. "What that means is >
niums in Hawaii, Mexico, Nevada and other popu- *' your chances to move up the list to use the condo in |

i
being
of But sorting the legitimate enterpreneurs from ;'r drafted, would require full disclosure about time-'

the fast-buck Eddies maneuvering through legal "-‘share property and the prizes and would allow a 2
scin

It also would require the visitin salespeoplf ,toléJ
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o Z(::;nranne;.eigzsriih DATE: November 13, 1983
THROUGH: Connie o. Sipe FILE NO
A ssistant Attorney General telephone no: 279-0428
FROM: Linda !i. O'Bannoi SUBJECT:

Assistant Attornkew ¢@anradl

Annette Taylor of the Anchorage Tines phoned me and

informed me that you had referred her to me for information

ar°ifl>ime n legislation* Attached is the resulting
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A g e n c vy s e e

By JIM ERICKSON

Daily News business reporter

Promoters selling interests in
vacation property to Alaskans
would be required to do business
through licensed real estate agents
and brokers if a bill introduced
Tuesday in the Alaska Legislature
hecomes law.

Senate Bill 494, introduced at
the request of the She.'field admin-
istrat.on, is designen to protect
consumers against fraudulent or

k s Il a w t o p r
risky “time-sKure” real estate
deals, said Linda O’Bannon, an

assistant attorney general with
}he state Consumer Protection Of-
ice.

Commonly, time-share partici-
pants purchase an interest in a
condominium in vacation meccas
such as Hawaii or Florida. In
some cases, the buyer receives a
deeded ownership interest in the
property. Other plans offer a
lease, or membership, in a time-
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share club.

Buyers spend from a few thou-
sand dollars to $35,000 to occupy
the condominium for a week or
two each year, O’Bannon said.

Because promoters can reap
large profits from timeshare deals,
O’Bannon said, “the incentive is
there for them to take the money
and run,” leaving an unbuilt or
ﬂpodrly managed development be-

ind.

“Certainly in the past, the po-
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tential for consumer fraud has
been fairly great,” O’Bannon said.
“There have been a lot of bank-
ruptcies, and underfunded resorts
where there just wasn’t enough
money to run the resort."
Currently, protection for Alas-
kans buying time-share interests
is practically nil, she said.
Requiring that time-shares be
sold only by agents or brokers

See Page D-3. TIME-SHARE
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A g e n c vy s e ¢

By JIM ERICKSON

Daily News business reporter

Promoters selling interests in
vacation property to Alaskans
would be required to do business
through licensed real estate agents
and brokers if a bill introduced
Tuesday in the Alaska Legislature
hecomes law.

Senate Bill 494, introduced at

the request of the Sheffield admin-

istration, is designed to protect
consumers against fraudulent or

k s l a w t o p r o
risky “time-skure" real estate
deals, said Linda O'Bannon an

assistant attorney general with
%he state Consumer Protection Of-
ice.

Commonly, time-share partici-
pants purchase an interest in a
condominium in vacation meccas
such as Hawaii or Florida. In
some cases, the buyer receives a
deeded ownership interest in the
Froperty. Other plans offer a
ease, or membership, in a time-
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share club.

Buyers spend from a few thou-
sand dollars to 535,000 to occupy
the condominium for a week or
two each year, O’Bannon said.

Because promoters can reap
large profits from timeshare deals,
O’Bannon said, “the incentive is
there for them to take the money
and run," leaving an unbuilt or
Epodrly managed development be-

in

“Certainly in the past, the po-
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tential for consumer fraud has
heen fairly great,” O’Bannon said.
“There have been a lot of bank-
ruptcies, and underfunded resorts
where there just wasn’t enough
money to run the resort."
Currently, protection for Alas-
kans buying time-share interests
is practically nil, she said.
Requirin% that time-shares be
sold only by agents or brokers

See Page D-3, TIME-SHARE
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ational 604 Solar Building
Imes aring 1000 Sixteenth Street. N.W.
Council Washington. DC 20036-5769

(202) 659-4582

A Council of the American Land Development Association

STATE-BY-STATE REVIEW OF LAWS REGULATING TIMESHARING

The following states regulate real estate timesharing either by

authority of existing land sales and securities acts or recent
legislation addressing timesharing specifically, current through most

1983 legislative sessions. The states have been very active and quick to

respond to the need for timesharing legislation.

I. STATES REGULATING TIMESHARING BY SPECIFIC LEGISLATION

Effective Administering
S tate Da te Legislation Authority
1. Alabama 10/1/83 New Timesharing Real Estate
Act Commission

Comments:

e A purchaser cancellation period of 5 days for both fee simple and
right-to-use timeshare;

e Requirement for certain disclosures 1in sale3 contract;

 Requirement for prior approval of advertising by Commission;

e Establishment of a special timeshare sales license;

 Requirement for project registration with the Commission; and

e Establishment of escrow accounts for purchaser payments made in
connection with timeshare sales.

2. Arkansas 2/25/83 New Timesharing Real Estate

Act Commission

Comments:

e Registration with the Real Estate Commission;

e Requirement for delivery and distribution of public offering
s ta tement;

e b5-day purchaser c?ncellation period;

e Escrow for incomplete projects and escrow of purchase deposit
money during cancellation period required; and

e Requires filing of advertising within 10 days of use with
Commission.



Effective . . Administering
State Date Legislation Authority
3. Arizona A/14/82 New Timesharing Arizona Real
Act Estate Commission
Comments:
e Law provides that developer must demonstrate adequate
financing to complete improvements.
e Law also requires public offering statement and no sales
California 1/1/82 Amendments to Land Department of

5.

6.

7.

8.

Section of Business Real Estate
and Professions Code

Commen ts;

Law provides for public offering statement.
Law also requires a three-day rescission period.
Many additional substantive requirements.

Colorado 5/25/83 Amended subdivison Real Estate

law to cover Commission
timesharing

Connecticut 7/1/82 Amendments to Real Estate
Amended Subdivision Law Commission &
10/1/82 Attorney General
Commen ts:

Three separate pieces of legislation regulate

timesharing. One amends the subdivision law to include
timesharing, another adds additional consumer protections,
and a third requires disclosures of prize offerings.

Only a Connecticut broker may sell.

Law requires a three-day rescission period.

Florida 7/1/81 Florida Real Estate Division of
Amended Timesharing Act Florida Land Sales
7/1/83 Condominiums 1in the

Department of
Business Regulation

Comments:

Law requires timesharing sellers to have a real estate
sales or brokers license.

Law requires 10-day rescission Doriod.

Escrow provisions.

Criminal penalties

Ban on sweepstakes effective 1/1/85

Registration and delivery of public offering

statement to purchasers.

Georgia 2/27/83 New Timesharing Act Real Estate

Commi"sion

Commen ts:

A mixture of disclosure and compliance approach to the
regulation of timesharing.



State Dat Legislation Authorit)

9. Hawali Amended 1/1/82 Nev. Timesharing Act Regula tory
Hawaii Revised Agencies
Statutes
Comments:

e Law requires public offering statement, five Jay
rescission period.

e Law requires "acquisition agents" "o be licensed.

e Escrow provisions.

10. Louisiana 8/29/83 New Timesharing Act Real Estate
Commission
Comments:
e A 5-day non ..aivable purchaser cance<dlation period;
e An escrow requirement of purchaser deposit during cancellation
period;

e A requirement for filing of a timeshare declaration with local
parish conveyance office;

 Prohibitions on deceptive advertising and disclosure
requirements-;

e A requirement for timeshare salesmen to register with the Real
Estate Commission; and

e The effective date of the bill 1is August 29, 1983, with
exception of declaration filing,which must be completed by
December 1, 1983.

11. Maryland 7/1/83 New Timesharing Act Real Estate
Commiss ion
and Attorney
Genera 1l

Comments:
e Requires developer to purchase a surety bond to protect
purchaser.

12. Nebraska 1/1/81 Nebraska Nebraska Real
Timesharing Act Estate Commission

Comments:
¢ Law closely follows the National Timesharing Council®s
model legislation.
e Law requires a three-day rescission period.

13. Nevada 5/19/83 New Timesharing Act Real Estate
Division

Commen ts:

e Formulation of a timeshare salesman licensing system that is
not unduly burdensome on the industry yet provides
accountability; and

e Modifying certain sections of the bill to take into account the
unique problems of full compliance with the new requirements by
on-going hotel/casino vacation clubs.

e Registration and disclosure document.



State

14.

15

16.

17.

18.

(T Effective v Administering

Date Legislation Authority
New Hampshire 9/10/77 Land Sales Full Consumer Protection
Disclosure Act & Division of Attorney
Condominium Law General"s Office
Comments:
e Law contains prohibitions on gift and prize offerings.
e Law also contains f-ve-day rescission period.
North Carolina 7/1/84 New Timesharing Act Real Estate
Division
Comments:
e Escrow requirement for purchaser deposits;
e Licensing of timeshare salespersons under the North Carolina
real estate law;
0 Project registration with the Real Estate Division;
e Preparation and distribution of a public offering statement;
e Exchange provisions similar to NTC/NARELLO Model Act
provisions.
Oregon 7/28/83 New Timesharing Act Real Estate

Division

Commen ts;

e A 5-day purchaser cancellation period;

e Escrow requirements for purchaser payments;

e Purchaser protections against encumbrances and liens;
Regulation of advertising practices; and
Requires registration ox timeshare developers with the Real
Estate Commission.

South Carolina

10/1/79 New Timesharing Real Estate
Amended Act Commission & Attorney
6/15/81 General®™s Office

Commen ts:
e Law provides for four-day rescission period.

e Liability and casualty insurance must be provided to
purchaser.
e Special timesharing license for salespeople required.

South Dakota 7/1/83 New Timesharing Act Real Estate
Board

Commen ts:
e Registration of timeshare developers.



State

19.

20.

21.

22.

Effec/" @ Administering

Da t£- Legislation N Authority
Tennessee 5/19/81 New Timesharing Tennessee Real
Amended Act Estate Commission
8/31/83
Comments:
e 10-day recission if purchaser inspected property before securin
e Law provides for 15-day rescission period if purchaser did
not inspect property;
e Registration and $5,000 bond required for acquisition,
sales and management entities.
Utah 5/8/83 Utah Land Sales Real Estat
Amended Practices Act Division
to cover
timesharing
Comments:
e 5 day non-waivable rescission period.
e Delivery of property report to consumers.
e Disclosure on exchange matters.
e Financial protection for consumer purchase.
Virginia 7/1/81 Virginia Real Estate Virginia Real
Amended Timeshare Act Estate Commission
3/83
Comments:
e Law provides for public offering statements and a
three-day rescission period.
Washington 8/1/83 New Timesharing Act Washington
S ta te
Department of
Licensing
Comments:

e Requires application procedure consisting of disclosure document
filing and an application for registration.



f
STATES REGULATING TIMESHArL o THROUGH
LAND SALES OR SECURITIES ACTS

State Legislation Administering Authority

I. Al ".ska Securities Act or
Land Sales Act

Department of Commerce

Comments;

e Law requires project registration if project considered a

securi ty.
e Law requires a rescission period if project considered a
security.
2. Colorado Subdivided Land Real Estate Commission
Sales Act
3. lowa Subdivided Land Real Estate Commission
Sales Act and

Attorney General®"s Office

Comments;
e Law requires public offering statements.

e Law requires project registration for in and out-of-state
fees.

Kansas Kansas Securities Act Kansas Securities

Commission -

Comments;

e Law requires project registration for fees 1if considered a
securi ty.

e Public offering statement required.

5. Maine Maine Securities Act Securitas Division,
Unit Ownership Act Department of
Banks and Banking

Commen ts:
Law requires a public offering statement,
Law requires a 15-day rescission period.



Sta te Legi.-" tion AdministeringAuthority

6. Massachusetts Land Sales Act Board Regis tration
of Real Estate

Coroments:
e Ort-of-state project registration required.

7. Minnesota Subdivided Land Sales Department of
Practices Act Commerce

Comments:
e Registration for most forms of timesharing
e 5-day recission period
e Detailed public offering statement

8. Missouri Missouri Uniform Commissioner of Securities
Securities Act of 19j9 Real Estate Commission,
Attorney General =3 Office

Comments:
e Project registration considered on a case-by-caso basis.
e Public offering statement, rescission period are
discretionary.

9. Montana Land Sales Practices Act Board of Realty
Regulation

Commen ts:
e Law requires public offering statements.

10. New Mexico Securities Act, Consumer Protection
Land Subdivision Act of 1963 Division of Attorney
Subdivision Act of 1973, and General"s Office

Building Unit Ownership Act

Commen ts:
e Project registration required for in and out-of-state
fees.

e Public offering statement required.
*Registration for fee interests in condominiums.

11. New York Sweepstakes New York Department
Disclosure Law & of Law, Mew York
General Business Statute Department of State
Comments:

e Law provides for a 10-day rescission period.

e Law also requires broker and sales license for those
selling real estate, and NASD securities exam.

e Extensive and detailed disclosures required.



State c Legisla tion Administering Authority

12. Ohio Ohio Securities Act Securities Division

Comments:

e Requires registration and full disclosure for all interest
in real estate outside Ohio.

13. Oklahoma Oklahoma Securities Act Department of Securities

or Real Estate Commission

Comments:
e Project registrations.
e Law requires rescission period of five days.

14. West Virginia Securities Act or Real Estate Commission
Condominiums Act and State Auditor"s Office

Commen ts:
e Law requires a public offering statement.
e Law requires a 15-day rescission period.

LEGISLATION EXPECTED TO BE INTRODUCED 1IN 1984 IN THE FOLLOWING STATES:

Vermont New Jersey
f Maryland Illinois
J Missouri Idaho
/ Minnesota Wisconsin
/ Florida
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C
Recission Periods for States with
line sharing tav;s
State Number O0f Davs
Alabama 5
Arizona 7
Arkansas 5
California 3
Connecticut 3
Florida 10
Georgia 7
Hawaii 5
Louisiana 5
Maryland 0
Nebraska 3
Nevada 5
New Hampshire 5
North Carolina 5
Oregon 5
South Carolina 4
Tennessee 10 on-site;15 off-site
Utah 5
Virginia
(I'f no 1'0S rec'd 5 dys. in aclvancei

Hashington 7



STATE OF ALASKA )
) ss
THIRD JUDICIAL DISTRICT )

I, CHARLIE EDIIISTON, state:

1. My name is Charlie Edniston.
2. I an a resident of Anchorage, Alaska.
3. On or about February 12, 1984, | visited the Egan

Center in downto;m Anchorage, where Fur Rendezvous activities

were being held. W hile | was at the Egan Center. I walked past
a booth vhich displayed 12 or 15 pictures of boats. The lady
who ran the booth asked me as | was passing by, "Would you like

to sign up for a free halibut charter?™"

4. I asked how | could sign up for the halibut
charter, and was told by the lady that | had to fill out a form.
The form required the following information? My name, my home
address, my work and home phone numbers, and my occupation. |
filled out the form, which indicated that | would be contacted
if | won the fishing trip that was being given to one of the

persons who signed wup during the Fur Rendezvous.

5. A day or two later, my fiancee, Joanne L. Lovitz,
told me that she had received a telephone call stating that |
had won a mini-vacation. Joanne gave me the information

regarding the phone number and the name of the person that |

should contact.

6 . When | called the telephone number, the person on
the other end answered the phone . I asked for
the same person that Joanne had talked to, but that person v/as
busy, so | talked to a different woman. She said that | had won
a two or three day free lodging vacation. I wondered ho;/ | had
been selected for a mini vacation because | hadn't entered any
contests for a vacation. Then the woman at
mentioned that | had signed up for a halibut charter which | had

not won yet, but that my name would be placed in the drawing for

the charter. She stated that I had won a free "mini-vacation,"



asked her where the vacation was, and she said at

but nentiored other possible locations such as Hawaii and
Florida. She then said that | could take ny choice of the
price.

7. I was told that to receive my price | had to go

through an orientation.
8. On the telephone she told me that | was one of

five people chosen for the orientation that day.

9. I was scheduled for ny orientation at 6:00 or
7:00 p.n., and when I arrived the place was packed. There were
at least 10 couples who werethere for their "orientations" as
well.

10. I realized that | was attending a sales pronotion
for tineshare conMoniniuns. I sat around for at least an hour

" waiting for ny "orientation." Thev ,iad screwed up their
schedule, and trieiV to get everybody to schedule for later, or
to wait, but everyone wanted to have their orientation then. |

1 was picked last because | was single.

1 11. At that tine | told the salesperson that | wanted
ny vacation at , because it was in Seward and it
was close, and | would not have to pay large transportation
costs. The sales person told nc that | had a very low chance of
getting ny free vacation at . I asked hin how low

Il ny chance was,and hesaid that it was zero.

I 12. Atthatcine | left the Ilocation of the

sales pronotions. 1 did not receive a free yacation..
DATE: 4 M&4 /f
7 CHARLIE EDMI1STOII
SUBSCRIBED AND SWORN to before ne this ‘of

r/m-v)] 1984.

Notary /Public in and for
tlv. Commission Expires: rod4>vL ?/.

AFFIDAVIT OF CHARLIE EDIIISTON - 2 -



STATE OF ALASKA )
) ss
THIRD JUDICIAL DISTRICT )

I, ROGER R.EESE, state:

1. My name is Roger Reese.

2. I am a resident of Anchorage, Alaska.

3. Sometime in late November 1983 my son received a
telephone call stating that my wife, Pat, had won a trip. My
wife was shopping at the time. When she returned home, my son
told her about the telephone call. The caller had stated 'that
they would call back, so my wife waited for the telephone call.

4. When my wife did not receive a call, she

remembered that she had signed up for a free trip at Team

Electronics, so she called them. Team Electronics, however,
said that they had not contacted her about winning a trip. At
about 3:00 or 4:00 p.m. that day, my wife received a call from
an organization which mentioned the name They
said that they wanted to give her a 3-day trip. At that time my
wife set up a time for the people from to come to
our house to give wus the trip.

5. A few days later, a person from _
xvhose name | believe was Regina, arrived at our home. When she
arrived she explained and described the /| timeshare
condominiums near Seward. She explained that the condominiums
were available with either one or two bedrooms, and that | could
buy a week in Seward, at different times of the year, for
different rates, and that some times were considered "prime
time" and cost more than others.

6. She also explained that | could "trade" my week
purchased at the resort near Seward for vacation
time at another resort in a location Ilike Hawaii. I explained

that I was not interested in a timeshare in Seward, but that I



vacations in other locations. At the end of the meeting, my
W ife was interested in buying a timeshare, but |
had not made up my mind yet.
7. Sometime later |1 received a telephone call from
Regina again, who tried to convince me to buy a condominium at
At that time we set up an appointment for

another meeting at my home.

8. The second time she came over to our home, PvCgina
was very insistent. She exhibited a great deal of high pressure
in her sales tactics, and convinced me to purchase a timeshare
at . I asked if she was sure that | would be able
to trade my unit for vacations in other locations
in the country, and she said that there would be no problem.
Later, when | asked for reassurances that | would be guaranteed
the possibility of trading mv Seward vacation unit at

for a vacation unit someplace else, she said that | would be
"put on a list." Prior to her leaving our home, Regina loaned a
book describing different timeshare Ilocations throughout tho
country and exchange privileges to my wife. Uhen my wife
started to read the book, she found a statement in the book that

said that one should not buy a timeshare unit for exchanging

purposes. My wife then called Regina and explained to her that
I had told her that | was interested in buying the timeshare for
exchange purposes, but that the booklet that she gave us to look

at explained that timeshares should not be purchased for

exchanging purposes. Regina the: explained to my wife over the
telephone that that particular clause in the literature didn't
apply to the timeshare that they were selling; that it applied
to other timeshares. Regina then stated that she would talk to
her manager who would call us back.

AFFIDAVIT OF ROGER REESE 9 -



back. At chat tine ny wife explained to bin that she had placed

a stop paynent order on the downpaynent check which we had given

to Regina during her second visit with us. The nanager was

upset when ny wife told hin this, and the nanager said that

Regina should never have given us the book to read regarding

tines'nare locations and exchanges. Sonetine later ny wife ar:d |
received a letter from Regina. The letter stated that she was
sorry that we felt we were being "screwed," but that she was not
trying to be wunfair to wus. Ue never did receive the "free trip"
fron . e« that thev told us we had won.

N otary Public in and for

fly C™innission Expires::

AFFIDAVIT OF ROGER REESE 3



AFFIDAVIT OF JOAITHE L. LOVITZ

STATE OF ALASKA )
) ss
THIRD JUDICIAL DISTRICT )

I, JOAtIHE L. LOVITZ, state:

1. Ily name is Joanne L. Lovitz.

2. I an a resident of Anchorage, Alaska.

3. On or about February 12, 1934, | received a
telephone call from someone whoidentified herself as"Janet,"
and said "Congratulations. You have won a mini-vacation." At

that time they didn't say what their organization was, but they

mentioned possible locations of the vacation as being in London,

Mexico, and near Seward.

4. The caller told me that | should come do\m to
their office tomorrow at 6:00 p.m. to pick up my vacation. At
this time | again asked for tho name of tho caller and a phone
number, and told them that | would call them back. I then
discussed my phone call with my fiancee, Charlie Edmiston.

5. My financee <called the phone number that | was
given. lie arranged a time and place to pick up the

mini-vacation.
6. Uhcn he went to his appointment, he found that
the organization sponsoring the mini-vacation was called

," but he never received a free vacation.

Motarv Jtfjiblic in and for Alaska”’ o1
tly Comnission Expires: rss'S-'t-*



STATE OF ALASKA )
THIRD JUDICIAL DISTRICT )
el
I, PHIL RESSEQUIE, state:

1. tly name is Phil Resseguie.

2. I an a resident of Anchorage, Alaska.

3. Sonetine in late November or early December of
1983, I attended the home show at the flea market on Fireweed
Lane. During the home show | entered a contest for a free

vacation at a booth that was sponsored by

4. About two weeks later, I received a phone call in
which the person stated that | had won a free trip. A fter |
inquired quite a bit during the phone call, the man who called
me told me that he was with At that tine he

never mentioned the sales of any timeshares or that he dealt in

timeshare sales, or anything else.

5. Il set up a time for the following Saturday to
come 1into their office to get ny free trip, but | also asked for
a phone number so that | could confirm that appointment before |

went in.

6. A fter that | began to talk to people that |1

worked with, and asked them if they knew anything about

I eventually called the Consumer Protection

Section to see if they could give me some more information about:
7. A fter gaining information from the various people
that | talked to, including the Consumer Protection Section, |
called bad: a couple of tines. During those
conversations | discovered that | was going to nave to pay for

the transportation part of my "free trip. I asked what kind of



that they were a real estate business and sold houses or

something like that. Later | called them back again and asked
if they were a timeshare sales organization. I eventually found
out that | was going to have to sit through a very long sales
presentation about the timeshare resort. It was
during my final conversation on the telephone with the
mpeople that | told them that | was not interested in sitting
through their sales presentation. I never did receive a free
trip from them.
DATE: &
PHIL RESSEMUIE
SUBSCRIBED AMD SWORN t fore me this
1984.
7
Notary Publylc in and tor Alaska
tly Commission Expires : c 2/ sffp

AFFIDAVIT OF PHIL RESSEQUIE - 2 -



AFFIDAVIT OF ROBERT 1J. SLETTE
STATE OF ALASKA )
) ss
THIRD JUDICIAL DISTRICT )

I, ROBERT 1J. SLETTE, state-

1. My nane is Robert J. Siette.

2. I an a resident of Anchorage, Alaska.

3.Sonetine in early November 1983 | attended a hone
show at the old sports arena on Fireweed Lane. IJhile | was at
the sports arena | stopped at the various booths and filled out
entry coupons for the wvarious pronotions.

A. A few days later |1 received a phone call from one
of the organisations that had been at the sports arena that was
called ' The caller said that | had won a free
vacation. When | asked where the vacation was, | was told that
it depended on what vacation spot | chose, and what vacation
spots they had available.

5. A fter 1 inquired sone more | learned that | would
have to attend a sales seminar for the . i promotion.

6. I was disappointed because | thought | won. |
knew that |l could not afford to purchase anything at the

Il did set up an appointment, however, to attend
the seminar about

7. The seminar that | attended was held in the
middle of a weekday. My wife was unable to attend, and the
sales person was visibly wupset because of this. At this time,
the sales person explained that was a promotion
where an individual purchased a one week out of a year share of
a resort condominium. The sales person explained to me that
power and water and sewer was in, and that this was a very
modern resort.



interested in purchasing anything at IThen |

inquired about my free trip, | was given a "V .I.P.1 brochure.
This brochure said that | could be entitled to lodging at
certain locations if | net certain restrictions, such as paying

my own transportation, paying certain fees, and attending sales
seminars at the city that | traveled to. This was not at all
what | had expected the |

DATE:

SUBSCRIBED AND 0JORN to before me this -~-r/dav of
1984.

Notary public in and ior AJMasxa
My Commission Expires : STS®% .



Please attach copies of any documents which explain or support your complaint, including the cancelled checks, copies
of advertisements, letters, etc.
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(Please use additional sheets if necessary)



Please attach copies of any documents which explain or support your complaint, including the cancelled checks, copies
of advertisements, letters, etc.
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Please attach copies of any documents which explain or support your complaint, including the cancelled checks, copies
of advertisements, letters, etc.
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WHAT TYPE OF SETTLEMENT DO YOU WISH THIS OFFICE TO ATTEMPT TO OBTAIN?

(Please use additional sheets if necessary)



HR CHRIS A BLANCHARD
5410 ABBDTT RD

ANCHORAGE AK 99507

OFFER EXPIRES 14 bAYS FROM RECEIPT

CONGRATULATIONS!

Call This Number To Schedule
An Appointment To Claim
Your Gift!

344-1551 or 344-6312

Operators are on Duty From 10 AM til6 PM Monday
through Friday.
Saturday 9 AM til2 PM

YOU HAVE ALREADY WON AT LEAST ONE OF THESE AWARDS

LISTED BELOW!

GROUP 1 $5000 C A S H

GROUP I LITTON M1
G ROUP I DESIGNER

GROUP 1V Q UASAR

CROWAVE

TELEPHONE

IS*5C 0L OR

0OV EN
(Includes Memory Redial & Aulc. Mulo Key)

TELEVISION

GROUP V TRS 80 HOME COMPUTE R (WithScreen)
GROUP VI MAGNAVOX HOME VIDEO RECORPDEHTR
GROUP VII HONDA MOPETPD

Your gift will be determined by the Gift Slip in the Sealed Envelope enclosed with
this letter. DG NOT BREAK THE SEAL, OR OPEN THE ENVELOPE EXCEPT IN THE
PRESENCE OF ONE OF OUR OFFICIALS OR YOUR GIFT WILL BE VOIDED.

We are spending our advertising budget as part of this national promotion because
we want you to learn about the new concept in world-wide vacation travel Known as

“vacation timesharing."

To find out how to claim your gift and to arrange for a no obligation presentation, simply call
344-6312 or 344-1551. Operators are on duty Monday through Friday 10 AM «6 PM,
Saturday, 9 AM till 2 PM. It is necessary to make an appointment to hear our presentation in order
to claim your gift. THERE IS NO OBLIGATION TO BUY ANYTHING!

Cordially,

Tom Cunningham
Project Coordinator

P.S. Remember to call 344-1551 or 344-6312 for an appointment.

Network Leisure Shoppes

301 Danner Street
Anchorage, Alaska

DIRECTIONS: , ,

South on Now SewardHwy. toDImond Exit,West on  Dimond. Cross
Old Seward Hwy., pastDimondMall. Turn (irst right alter crossing
railroad track (King Street). Turn lirst right again on Danner St.
Three-story B'dg. on loft hand side (301 Danner%. Enter South Side
second Floor Suite 260.

RULES

This advertising special is specifically designed lor bul not restricted to,
married couples wtio are ol Ie%al age, lully employed and can
demonstrate consistent income. There is no obligation to purchase
anything. If married, both hushand and wito mujt be present to hear a
one and a hall hour presonlation on the Lawai Beach Resort and thoir
affiliates around tho globe. We do not havo lacilitios lor childron to at-
tend the presentation. It is necessary to schedule an agpointment to
pick up your glft(sg by calling Ihe phone number listed above. Winning
combinations randomly assigned and mailed per 100,000 lor each prize
include but are not limited to: Litton Microwave Oven 687(39), 1:100,000;
Magnavox Homo Video Recorder ($795), 1:100,000, S5000 Cash,
1:100,000; Designer Telephone ($29.95), 99,994:100,000; guasar 19"Color
TV ($099), 1:100,000: Honda Moped ($500). 1:100,000; TRS 80 Home Com-
puter (S699). 1:100,000. All prizes are subject to availability and we
reserve the r.jht to substitute merchandise ol greater value. Void whero
prohibited by law. Only one voucher ﬁer vehicle. Lawai Beach Resort
owners, employees and persons who have visited the Network Leisure
Shoppes within the last 6 months are not eligible.

Duo to tho tremendous response to this program you must call the
number listed above on this letter (or an appointment to visit Network
Leisuro Shoppes,
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TIMESHARING FRAUD Cotlsthz.1 1 f ancf other materials. These "absolutely no

obligation™ solicitations are extremely
By Assistant Attorney General Garin C. effective methods of inducing the average
Lucero person to subject themselves to timeshare

sales presentations.
Timesharing is the use of a vacation home or

condominium for a limited, preplanned time, Unfortunately, however, these solicitations
and is an increasingly popular way to take often mark the beginning of numerous
vacations. Timesharing generally can be problems associated with timeshare or vaca-
divided into two categories: (1) interval tion exchange programs. Colorado has a
ownership, and (2) right to use or vacation computerized complaint reporting system
license agreement. Under interval owner- that contains information of timeshare
ship, the purchaser owns a fee simple or complaints filed with the Colorado Attorney
leasehold interest in a particular housing unit General's office and various local district
for a specified period of time over a number attorneys' offices. In the past three years,
of years. Under a vacation license agree- consumer protection agencies in our state
ment, the purchaser owns a contractual right have handle! approximately 1275 consumer
to use the particular kind of unit in a resort complaints amounting to approximately
development for a given period of time each $3.2 million dollars in losses involving time-
year over a number of years. The cost to shurc vacation exchange programs. Based on
purchasers is proportionate to the length of this information and information gathered
time bought. Timesharing is popular with during litigation or pre-litigation discovery in
hotels and other resort developments that cases handled by our office, we conclude that
have high vacancy rates during off-season fraudulent and deceptive practices by time-
periods. share developers and promoters are wide-
spread in Colorado and likely in other states
Typically, timeshare sales are initially that have strong resort and tourism econo-
promoted by the use of direct mail solicita- mies.
tions offering free prizes to consumers who
will listen to sales presentations. In order to Although our office does not maintain re-
claim the gift, one must usually visit the cords witli respect to ages of consumer who
resort development or the local offices, file complaints, with the assistance of
where well prepared sales presentations are Colorado Motor Vehicle Division records, we
delivered, complete with brochures, films, gathered this data by obtaining date of birth

The following is an excerpt of testimony made before the House Select Committee on Aging by
Colorado Assistant Attorney General Garth Lucero. Mr. Lucero is incharge of the Attorney
General's office of Consumer Protection.

Copyright © 1982, National Association of Attorneys General
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information for a random sample of more
than 100 persons who submitted complaints
to our office against timeshare companies.
Based on this survey, we estimate that up to
Gl percent of the victims of fraudulent or
deceptive practices in the timeshare industry
in Colorado are 55 or over.

A new range of abuses in sales practices of
timeshare developers has resulted from the
rapidly developing vacation license or right
to use market and its innovative legal con-
cepts. As the major vacation programs offer
consumers the right to exchange their "time-
share” for accommodations at hundreds of
other resorts throughout the world,
developers have an exciting and easily mis-
represented marketing tool for attracting
consumers to purchase timeshares in future
developments. Although many timeshare
companies and programs are highly regarded,
the nature of the timeshare product and the
methods by which it is commonly marketed
allow timeshare purchasers to be more easily
defrauded than consumers of other pro-
ducts. The kinds of problems that arise are

similar to those in fraudulent land sales
schemes. The potential for abuse in the sale
of wvacation license agreements is much
gher, however, because sellers are not
required to be licensed by regulatory agen-
cies and the legal protections typically
associated with real property ownership

(recording, foreclosure, condemnation rights,
for example) do not apply.

Colorado Attorney General J.D. MacFarlane
has initiated investigations or legal actions
against several resort timeshare companies
operating in our state that are alleged to
have engaged in deceptive trade practices,
the most notable of which is the Stanley
Hotel in Estes Park. There, approximately
2000 consumers wiio were induced by nu-
merous false and misleading representations
to purchase vacation license agreements at
the historic hotel collectively stand to lose
approximately $5 million because the
developers experienced severe financial
problems, brought about by their own mis-
management.

The most common complaints associated
with timeshare companies received by our
office in the past three years include the
following:
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First, high pressure sales tactics used in the
marketing of vacation license agreements.
Because many programs active in Colorado
provide free gifts to consumers for listening
to sales presentations, consumers feel obli-
gated to listen in order to receive their
gifts. Consumer complaints allege numerous
high pressure sales tactics. Examples include
isolating consumers in a room without allow-
ing them to leave for up to four hours,
providing alcoholic  beverages, bringing
higher level company officials to offer larger
and larger discounts and other persuasions to
convince consumers to buy, and suggesting in
derogatory terms that the consumers are
foolish if they did not take advantage of such
once-in-a-lifetime opportunities.

Secondly, in the course of the sales techni-

ques, numerous misrepresentations occur.
Typical complaints received by our office
allege misrepresentations concerning the

purchaser's right to cancel, the potential
savings by purchasing a timeshare, the pur-
chaser's opportunity to make successful
trades through existing exchange programs,
the discounts that are offered to purchasers,
and the investment potential of a purchase
agreement.

Thirdly, and perhaps the most serious
problem with the wvacation license agree-
ments encountered in Colorado, is the failure
of developers to disclose to potential pur-
chasers the underlying encumbrances on the
property and the financial condition of the
developer. In some states there have been
cases in which the developers selling vaca-
tion license agreements defaulted on their
underlying mortgages, resulting in fore-
closure on the property itself and leaving the
consumer with nothing. Essentially, this is
what the state alleged in the Stanley Hotel
case.

There are numerous problems associated with
curbing fraud and deception in the timeshare
industry. Because of budgetary cutbacks at
local, state, and national levels, consumer
protection and law enforcement agencies are
seriously lacking in resources. In Colorado
for instance, the Attorney General's con-
sumer protection unit consists of only two
attorneys and two part-time investigators
who must enforce the Consumer Protection
Act for the entire state. Consequently, we
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must either recommend that the case be
pursued through a private action or refer
potentially strong consumer fraud cases to
other agencies with the appropriate jurisdic-
tion. Even this method of complaint handling
is becoming increasingly less effective. The
Denver Metropolitan District Attorneys
O ffice recently had their budget reduced by
half. In addition, it appears that the regional
Federal Trade Commission office in Denver
may soon be closing.

In certain states, vacation license agree-
ments have been defined as securities.. In
those jurisdictions, such agreements are
regulated by their securities laws and en-
forced by their divisions of securities.
However, many states, including Colorado,
have not determined timeshare agreements
to be securities and the investigatory and
prosecutorial resour* > of such agencies are
not available to regulate timeshare com-
panies.

In 1981, our office, in conjunction with the
Colorado Real Estate Commission, in-
troduced a bill in the Colorado Legislature to
create a timeshare act to regulate the time-
share industry in our state. The bill, which
did not pass, contained full disclosure pro-
visions, a three-day right to cancel for
purchasers, and mandatory escrowing of
deposits by the seller of timeshare estates.
The bill also required sellers of vacation
license agreements to be licensed by the
Colorado Real Estate Commission and pro-
vided misdemeanor criminal penalties for
violations of its terms.

Law enforcement agencies are necessarily
turning to consumer education, information
sharing procedures, and cooperative inter-
agency efforts to deal with this apparently
widespread consumer fraud. In Colorado, we
have used newspaper and radio press releases
to issue public warnings concerning various
consumer fraud problems. We also anticipate
future efforts to amend the Colorado Con-
sumer Protection Act to expand our
authority by expressly allowing us to pursue
certain types of consumer fraud cases that in
the past have presented jurisdictional ques-
tions. In conclusion, it is my opinion that in
order to effectively curb consumer fraud in
the timeshare industry, we must continue our
efforts to educate consumers and to enhance
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our prosecutorial activities through expanded
jurisdiction brought about by new legislation.

CHARITABLE TRUSTS AND SOLICITA-
TIONS CASES

Charitable Solicitations: Glava and Gillespie

Maryland Attorney General Stephen Sachs
obtained indictments against Manuel Sam
Glava and Arthur Gillespie, president and
general manager of Statewide Publishing
Company. The five-count indictments
charged the two Baltimore men with the
theft of $43,599 in advertising fees they
obtained for a senior citizen publication,
Senior Citizens News, after falsely stating
that the money would help the Meals on
Wheels and Shuttle Bus programs for the
elderly.

According to the indictments, Glava and
Gillespie solicited the advertising fees
allegedly on behalf of the Meals On Wheels
and Shuttle Bus programs but actually con-
tributed only $200 of the $43,700 they ob-
tained to the local Meals on Wheels pro-
gram. The indictments also alleged that the
men acted as professional charitable soli-
citors without registering with the Maryland
Secretary of State's office and failed to post
a $10,000 bond, as required by Maryland's
Charitable Organizations Laws. The Iwo
men also are accused of conspiracy to com -
mit theft and to violate the charitable
statutes.

Glava and Gillespie were charged last April
19 with illegally soliciting more then $13,000
in donations for "Little League™ sports pro-
grams throughout the state. Their firm
ceased operation after most of its business
records were seized by Maryland State Police
investigators in a raid last. March 5. These
charges stein from futher investigation and

evaluation of the materials seized in that
raid.

For further information contact Assistant
Attorney General Bruce Spizler at (301) 576-
6383.

Charitable Trust: George W. Clayton Trust

Colorado Attorney General J.D. MacFarlane,
following the filing of a Petition of Removal
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was filed by the Attorney General's Bureau
cf Consumer Protection against John G. Berg
and three corporations of which he is presi-
dent, American Real Estate Associates, Inc.,
Area Management Corp., and Rubin Water-
gate Inc., which together own and manage
the Fairmount Terrace complex.

The suit alleged that the former owners of
Fairmount Terrace turned over at least
$39,000 in security deposits at the time of
sale, and new tenants have since added to
that amount. But the current owners have
failed to maintain those funds as required by
the state Landlord and Tenant Act. The law
requires that a tenant's security deposit be
placed in an escrow account, and after two
years begin earning interest for the tenant.
It also requires that tenants receive written
notice of which bank has the escrow account,
and how much is in it. Failure to handle
security deposits properly constitutes a
violation of the state Unfair Trade Practices
and Consumer Protection Law.

The suit asks that the court order creation of

an escrow account and that tenants be
allowed to pay their rent to that account,
rather than to the landlord, until they have

deposited the amount that should have been
escrowed on their behalf by Berg. It seeks an
immediate and permanent injunction to force
Berg and his companies into compliance with
the law, and to prohibit future violations.

For further information <contact Deputy
Attorney General John Kelly at (215) 238-
6475.

Timesharing: Continental Marketing and
Finance Ltd. of Pocono Summit, Markduta

Inc., and ltothchild & Co. Ltd.

General Zimmerman has entered an agree-
ment with three timeshare firms involved in
a mass-muil promotional campaign designed

to draw business for Pocono resorts. The
mailing, in the form of 25,000 to 30,000
postcards, purported to be a "final notice™
from "United Parcel Claims Service

regarding merchandise UPCS has for you." In
the curds, recipients were directed to call
"tlie claims department” at a toll-free
number. Persons calling the nunrber received

a sales pitch to visit a Pocono resort and get
a gift — the "merchandise™ alluded to on the
card, General Zimmerman said.
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Those involved in the promotion were David
F. Corson, vice president of Continental
Marketing and Finance Ltd., of Pocono
Summit, which organized the promotion;

Thomas J. Finnerty, vice president of Mark-
data Inc., which provided the mailing facili-
ties; and Joe Cardoni, vice president of
Rothchild & Co., Ltd., which registered
United Parcel Claims Service as a fictitious
name in Luzerene County Court. Cardoni
also is vice president in charge of marketing
for Markdata Inc. The Attorney General's
office obtained an agreement from the
promoters to pay a civil penalty of $:i0.000
and to cancel plans for additional mailings.

information contact
Thomas G.

For further
Attorney General
(717) 787-9714.

Deputy
Saylor Jr. at

Timesharing: New Jersey

-

New Jersey Attorney General Irwin Kimmel-
man filed suit against nine timeshare
developers operating in the Poconos resort

area for allegedly violating the state's Unfair
Consumer Fraud Act which bans misleading
advertising. The nine companies cited were
Shawnee-on-Delaware Condominium, Inc.,
d/b/a Shawnee Village; Tree Tops Inc., d/b/a
Tree Tops Villas; Greenhouse Inc., d/b/a
Greenhouse at Fernwood; Outdoor World
Corp., d/b/a Outdoor World at Timothy Lake;

Falling Waters at Masthopc, d/b/a Country
Squire Lakeshore Club; Sciouta Village
Estates, Inc., d/b/a Village at Sciouta;
Classic Resorts, d/b/a Buck Hill Inn; und
Vacation Charters, Ltd., d/b/a Split Rock
Lodge and Carriage House.

The resorts were mailing lottery-like
announcements in the form of a telegram
notification that stated that residents hud
won a prize, gift, and or uward. According
to Alan Prulgever, in order to receive this
gift, residents hud to truvel 50-200 miles,

and then were submitted to an extensive and

high pressure sales promotion effort. These
solicitations allegedly violuted the state's
statute that makes it illegal to require the

doing of an act, the purchase of any other
item, or submission to a sales promotion
effort in order to receive a prize.

The suit also alleged the use of unconscion-
able commercial practices, fraud, deception,
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false promise/or misrepresentation.
practices included:

Specific

e Failure to indicate that travel ex-
penses are not included in the vaca-
tion packages;

e Failure to indicate the method for
determining the manner in which the
prizes are awarded, the number of
each prize that is awarded, and/or
the odds or chance of winning each
of the specified prizes; and

the
are

most
the

e Failure to disclose that
frequently awarded prizes
least valuable.

The agreements called for the companies to
deliver promised gifts following a phone call
from a consumer and to change the language
in the promotional mailings to eliminate the
requirement of attending a sales presentation
to receive u prize.

The Attorney General also warned consumers
about developers who ure using the same
tactics as in the Pennsylvania cases (supra),
where consumers are sent postcards from the
"United Parcel Claim Service™ saying "to
receive a package call this toll-free number,”
and listed an 800 telephone number. When
the number was called, consumers learned
thut ail they had was an "opportunity” to
purchase a Pocono-resort timesliare.
General Kimmelman explained that this
promotion was a cleverly devised sales
solicitation that has no connection with the
United Parcel Services (UPS) and that when
consumers were unable to get through to the

toll-free number listed on the solicitation,
many called the United Parcel Service,
demanding information on their "package."

Consumers were also warned about a "Vaca-
tion Preference Survey,"” which appeared to
be an information-guthering poll but muy be
a timesharing solicitation.

For further information contact at Deputy
Attorney General Allan S. Pralgever at (201)
6*18-4726.

Timesharing: Vacations Incentives and
Properties Inc.

General Abrams charged a Florida firm,
Vacations Incentives and Properties Inc.

C
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(ViP), with offering New York State con-
sumers free vacations in such places as
Hawaii and Barbados and then subjecting
them to illegal, high pressure sales pitches
for resort timeshares. As many as 8000
certificates for free vacations were distri-

buted by VIP through a well-known Brooklyn
men's clothing store, The Male Shop. These
certificates, given to consumers who made
purchases of sioo or more, entitled them to
spend two nights free of charge at time-
sharing resorts in Hawaii, Barbados, Pennsyl-

vania, New Hampshire, or North Carolina.
Consumers were required to pay for their
own meals and transportation.

The suit charged that VIP is not registered

with the state to sell timeshares and that by
soliciting state residents VIP is in violation
of the law. The New York law provides that
timeshares in real estate may only be sold by
registered companies. Even if the actual
sale is made outside New York the low is
applicable whenever the seller advertises or
solicits in the state. The suit also noted that
VIP Vactions appears to be the same com -
pany os Miami Beach Vacations, Inc., which
was sued by the Attorney General's office in

1969 and was permanently enjoined from the
fraudulent sale of subdivided Florida real
estate.

'This case involves more than the violations
resulting from the failure of VIP and the
timesharing resorts to register with the
state. | find disturbing and objectionable the

pattern of high-pressure sales tactics of
dubious legality which permeate segments of
the timeshare industry. It is also un-
fortunately all too common that a slick
timeshure solicitation will lure consumers to
spend time and money traveling out-of-state
before they find out what is really involved."

A recent state Supreme Court order directed
VIP to tesM'y in court in late June und
enjoined their activities pending testimony
und further order of the court.

contact Assistant
Leon at (212)

For further information
Attorney General Stephen M.
488-5874.
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DEPARTMENT OF LAW
OFFICE OF ATTORNEY GENERAL
CONSUMER PROTECTION SECTION

February 28, 1984

The Honorable Richard 1. Eliason
Attention: Sheila Peterson
Alaska State Legislature

Pouch V, MS 3100

Juneau, AK 99811

Dear Senator Eliason:

This letter is written 1in regard to Senate Bill

BILL SHEFFIELD, GOVERNOR

REPLY TO:

1031 W 4m SUITE 110
ANCHORAGE ALASKA 99501
PHONE (907)279-0428

1st NATIONAL CENTER

100 CUSHMAN SUITE 400
PAIRBANKS_ALASKA 99701
PHONE (907)456-8589

SS PULLER BLOG
4Ih & HARRIS, SUITE 214
POUCHK

juneau Alaska 99911
HONE (907) 465-3692

STATE COURTHOUSE. ROOM 26
PO BOX6/1

VALDEZ ALASKA 99686
PHONE (907) 835-2462

/7494,

the subject of which 1is Timeshares. It is currently

before the Labor and Commerce Committee. As

discussed with Sheila Peterson of your staff,
office would like to be notified if you intend to

conduct any hearings or seek any testimony so that we

might participate.
Enclosed are some materials that 1 hope will
legislation.

Sincerely,

NORMAN C. GORSUCH
ATTORNEY GENERAL

A Jt et
Linda M. O0"Bannon

useful
to you and your staff in evaluating this proposed

Assistant Attorney General

Consumer Protection

/and

Enclosure

Section
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STATE-BY-STATE REVIEW OF LAWS REGULATING TIMESHARING ;0 J
Lu®,7
i ) ) i 1 c4
The following states regulate real estate timesharing e;ﬁher by
. of ii. 1. I
Wnen
authority of existing land sales and securities acts or recent "-.uciun
—w, Ai*lca

legislation addressing timesharing specifically, current through most

19S3 legislative sessions. The states have been very active and quick to

respond to the need for timesharing legislation.

I. STATES REGULATING TIMESHARING BY SPECIFIC LEGISLATION

Effective Administering
S ta te Da te Legisla tion Authori ty
1. Alabama 10/17/83 New Timesharing Real Estate
Act Commission

Comments:

e A purchaser cancellation period of 5 days for both fee simple and
right-to-use timeshare;

e Requirement for certain disclosures in sales contract;

e Requirement for prior approval of advertising by Commission;

e Establishment of a special timeshare sales license;

e Requirement for project registration with the Commission; and

e Establishment of escrow accounts for purchaser payments made in
connection with timeshare sales.

2. Arkansas 2/25/83 New Timesharing Real Estate

Act Commission

Comments;

e Registration with the Real Estate Commission;

e Requirement for delivery and distribution of public offering
statement;

e b5-day purchaser cancellation period;

e Escrow for incomplete projects and escrow of purchase deposit
money during cancellation period required; and

e Requires filing of advertising within 10 days of use with
Commission.



State Da te Legislation Authority

9.

10.

11.

12.

13.

Hawaii Amended 1/1/82 New Timesharing Act Regulatory
Hawaii Revised Agencies
Statutes
Comments:

e Law requires public offering statement, five-day
rescission period.

e Law requires "acquisition agents"™ to be licensed.

e Escrow provisions.

Louisiana 8/29/83 New Timesharing Act Real Estate
Commission

Commen ts:

e A 5-day non-waivable purchaser cancellation period;

e An escrow requirement of purchaser deposit during cancellation

period;

e A requirement for filing of a timeshare declaration with local
parish conveyance office;
Prohibitions on deceptive advertising and disclosure
requirements-;
A requirement for timeshare salesmen to register with the Real
Estate Commission; and
The effective date of the bill is August 29, 1983, with
exception of declaration filing,which must be completed by
December 1, 1983.

Maryland 7/1/83 New Timesharing Act Real Estate
Cotnmiss ion
and Attorney

General
Comments:

e Requires developer to purchase a surety bond to protect
purchase t.

Nebraska 171781 Nebraska Nebraska Real
Timesharing Act Estate Commission

Commen ts:
e Law closely follows the National Timesharing Council®s
model legislation.
e Law requires a three-day rescission period.

Nevada 5/19/33 New Timesharing Act Real Estate
Division

Commen ts:

Formulation of a timeshare salesman licensing system that is
not unduly burdensome on the industry yet provides
accountability; and

Modifying certain sections of the bill to take into account the
unique problems of full compliance w?th the new requirements by
on-going hotel/casino vacation clubs.
Registration and disclosure document.



State

19.

20.

21.

-\"2 2.

Effective

inspected property before

Administering
Authority

Tennessee Real
Estate Commission

securin

if purchaser did

Real Estat
Division

Virginia Real
Estate Commission

Date Legislation
Tennessee 5/19/5 1 New Timesharing
Amended Act
8/31/63
Comments
10-day recission if purchaser
Law provides for 15-day rescission period
not inspect property;
Registration and $5,000 bond required for acquisition,
sales and management entities.
Utah 5/8/82 Utah Land Sales
Amended Practices Act
to cover
timesharing
Comments:
e 5 day non-waivable rescission period.
e Delivery of property report to consumers.
e Disclosure on exchange matters.
e Financial protection for consumer purchase,
Virginia 7/1/81 Virginia Heal Estate
Amended Timeshare Act
3/83

Comments;

e Law provides for public offering statements and a

three-day rescission period.

Washington 8/1/83 New Timesharing Act

Commen ts:
e Require." plication procedure

filing a;j an application for registration.

consisting of disclosure

Washington
S ta te

Department of
Licensing

document



8.

9.

10.

Sta

6.

7.

te

Massachu

Comment

Minnesota

Out-of-state project

Legislation

setts Land Sales Act

S:

registrati

Subdivided Land Sales
Practices Act

Comments:

e 5-d

Missouri

Comments:
e Proj

e Publ
disc

Montana

Cojnments:

. Law

New Mexi

Building Unit Ownership Act

Commen ts:

New

0 Project registration

fees.
o Public
oRegistra

York

Comments:

«

selling
Extensi

Law provides for a 10-day
Law also

ay recission period

Missouri Uniform
Securities Act of 1969
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by Lylo Durt
Times "Olympia Bureau

OLYMPIA — A proposed T\9
billion budget to finance suue
spending in ihe coming biennium is
on the hot seat as public hearings
began today.

Put together by Kep. Dan
Grimm, chairman of the House
Ways and Means Committee, the
document would represent a
spending increase of Il.1 billion
oyep,the 1961-S3 fiscal iicrlod. But
Gnmtn said It would be ]1127
million below whot Gov. John
Spellman recommended in his bud—
get proposal to Inwniakers.

" Democratic House Speaker
Wayne Elders salt! he hopes to
bring' It to the House floor for
action liy April 10 In a push to
adjourn the Legislature within tlie
specified 106 dnys.

The Grimm proposal would
provide 5716 mllllor less Inr social
services than would Spellman's
proposal. It would provide ill
million less for niiuml iesonrec

rnms, J30.6 nulllen less for
%er educalion timl it million
Insrfor community colleges.
«"For public schools, however,
tlib Grimm plan would provide
MO.C million more Ihnn the gover—
nor recommended.

" Tim document r> a long way
from’ final passage, Mill needing
approval by Ihe llujse, the Srnnle
and 'Guv, John Spellman, who In
Jonuiiry submitted ills own version
of Milennial suite budget.

There will Ik=(bongos made,"
Grimm conceded lit n brleling
yesterday, nollnp Hal although the
budget is Mow Sptlitntin's, rev-

REPONT

enue requirements would 1* high—
er.
Today, Ehlers said ihe proposal

s "a good staning point but

undoubtedly there will be differ—
ences along Die way." He said he

expects the caucus will npprove

the size of the budget, "but there

may be some changes In priori—
ties."”

Sen. Jim McDermott, chairman
of the S'nate Ways nnd Means
Committee, sold the Grimm bud-

places a heavy emphasis on K-
'Egducation "perhaps to the detri—

nt of other areas" such as
social services and higher educa—
tion.

Grimm said his budget would,
provide full funding lor public
schools, Including 8 percent of
school-district transportation costs
the first yenr of the coming two-
year period, and 100 percent the
second year.

The Increased transportation
Sipp<irt, he said, would Hike enro
of a lawsuit challenging tho state's
failure to fund transportation ade
quntcly.

A tnx bill to pay for the

spending will come out nftei law—
makers have reached a dcclson on
the budget. Grimm said It would
take about $000 million more In
taxes to balance his budget ver—
sion.

Grimm emphasized thr.t his
budjet Is a beginning document, a
point from which to negotiate.
"For some this won't be enough
and for others It will be too mum,”
the i .mmlttee chairman said.

He added that his approach
Incorporates a $256 million "re—
serve fund" to meet unanticipated
state nreds, such as could result If
the state's economy falls to recov—
er.

Labeling certain portions of
the proposal Innovative, Grimm
said he has developed n now
approach to funding higher educa—
tion - emphasizing quality of
education nilher than numbers of
students.

Although ho would not ngrce
that his approach could amount lo
an Informal celling on enrollments,
Grimm said (hat If colleges or
universities accepted mote stu—
dents than (hey agreed to they
would have to finance the expan—
sion themselves without sacrificing
th'i quality of educatlonnl pro—
grams.

In the area of mental health,
soclnl services nnd corrections,
greater relinnco would tie pinned
on cost-effect community pro—
grams, os contrasted lo the more
cxpen.ilvo Institutional trentini’iil,
he said.

There also would lie apnndhig
cuts, Grimm continued.

1lls document would nimll ill the
Department of Commerce nnd
Economic Development, nil agen—

cy that Is supposed lo promote
business end Industry growth, by
combining It with onother agency.
The Slate Patrol would take over
functions of the Office of Emer—
gency Services, eliminating that
ngenry.

Small agencies with fewer than
25 employees would not be sllowed
to have deputy or assistant direc—
tors, nnd such v isting positions
would be abolished.

F.von Spellman's office would
ho lilt through the loss of funds for
nine positions.

Onrnm saltl that the most
controversial portion of hit budget
would Ire allowing only a 5 percent
pay raise fcr sintc employees,
whom he contended are not over—
paid.

Grimm said his proposal differs
from past budgris in that in some
nteas lie has proscribed how agen—
cies must spend the money appro—
priated to them, rnwicr Hi,in giving
them n lump sum nnd telling them
whut they could not use It for.

Grimtn anld Ida approach does
rot contemplate relnstiunig the
"25lh month ' method of tmirowing
Against the future.

That mnneuvor,
nhoul 10yearn ago, Is n |>
Ing shift liy which inx Income
doling the first momIn of n new
two-year fiscal nrikxl Is credited
to the Inst month of the preceding
period to avoid winding up that
Jieriod in (he red.

The Legislature "bought hack"

established

the Will mouth, In the supplemenin|
budget It pISSUU enrller to provide
aildltluiml funds to meet sinte

nerds during the Inst month of the
biennium.

Vacairtiton-club

is found 1in

by Pater Latvia -
Timos slall reporter

The former sales manager of
the nation's Inrgest time-share
vocation club was found In Civil
contempt here yesterday and fined
JI5.000 tor Violating o federol-court
order not to engage in deceptive
sales practices.

James R. Quincy, *L of Hous—
ton, was assrosed Jin,not) In attor—
neys' fees and ordered to pay
9529 In costs Incurred by lawyers
for the federal Trade Commission,
which nreseculed him.

tjumcy Is cccuscd In a pending
federal case, brought by (lie FTC,
of defrauding mute than 2\MX
rnntitI'nns nnd Americnns — ninny
of them Washington residents —
who were members of Paradise
Pnims Vncntlon Club.

"Mr. Quincy simply cannot be
trusted.” U.S. District Judge Don—
ald S. Voorlievs said yesterday,
rejecting a rrquesi by Quincy s
Inwyer that Ids client be permitted
to continue work lit "lead genera—
tion" — selling the names of
prospective customers to other

Also found in contempt for
disobeying preliminary Injunctions
were Robert J. McDaniel, nn
associate of Quincy's, 1.SQ Market-
Ing Inc. nnd International Holiday
Iti".vnrts Inc.

Quincy nnd McDaniel violated
coun orders of Oct, Il Hill, liy
promoting and selling time share

in a Nrviida-bnsrd motor-
home venture without nollfylog
FTC Inwycis and without furnish-
Ing them copies of will'en disrhv
sutes, Vonrlines ruled

officer

contempt

Beiwce.n December IPSI .ad
Maich 1912 the two took In more
than H25,non from purchasers of
Good Life Travel Club time-share
Interests, an FTC lawyer svid

Quincy and his associates also
were the subject of a ccnse-und-
desist order Issued lest year by the
securities division of the sistc
Department of Licensing. The or—
der related lo time-share member—
ships In Harbor Village Club, which
raised about Jo mlllioti In sales of
condominiums In Ocean choms
and Lake Tahoe before It wept Ir.to
bankruptcy,

In ntld'lton to his troubl™ with
Washington state nuthoaiilles, Quin—
cy signed consent decrees relating
to tnne-shiiie activities m Hawaii
nnd Colorado, FTC lawyers said

Quincy Inis filed bankruptcy
popers In Houston, though the I- o'
lias successfully ttnnsferred™Nihe
cfso to Seattle to better monitor
Ins finances, nn FTC Inwyer here
said,

Meanwhile. Pnrndise Palms Is
undergoing bankruptcy proceed
lags In Hawaii.

NATURAL GAS
LEASE BURNERS:
BIG LROMISES.

BI1G BILLS.
Oi®rjwry  ki™tiH prithrf
W e hi\»* ;wlhltwm.

Xinvir IrvrXv ini

7ivw
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3y JIM ERICKSON
Daily News business reporter

Promoters selling interests in
vacation property to Alaskans
would be required to do business
through licensed real estate agents
and brokers if a bill introduced
Tuesday in the Alaska Legislature
becomes law.

Senate Bill 494, introduced at
the request of the Sheffield admin-
istration, is designed to protect
consumers against fraudulent or



oV

Oo 2120

mgr*

V Bfﬁ“

V.
>H*Sw

' Anchorage Daily News

lo 20
gﬁﬁgﬁ :
> ; ) N
Qg%-aﬁf N
c' 1o
2 «SS

S

*811U=33 } §

°li¢ S

)
2439312
* 8f£ a.Sgo0 c0.«2",

;427 re]ls. ,.sU«
VJ&]\A-”-

cfLo* -vf Sl
w o Bsen BEERES

* >

Mi"cfp>c~ w<W

g

filspd ca r

am

CO gq> *"* <

Ha8»B86 ©>
&0
goP& Doac 3

Ao, -
S~ 3kft1i? B« 80
&

iC,Sg X1
<b I's &)sss§.s|a

- J

esST"S5"S8 "

(a»)

B
a

r

N
s.-/.v

&/

f

V-4

Time-share

Continued from Page D-1

licensed by the state would
foster professionalism and re-
duce the chance of misrepre-
sentations, she said, because
cheated buyers could file a
claim against the real estate
surety fund under the legisla-
tion.

The fund, which is adminis-
tered by the commission, pro-
vides compensation of up to
$10,000 to individuals who
can prove they were bilked in
a real estate transaction.

~The legislation also would

give the commission the au-
thority to promulgate regula-
tions governing time-share
sales. apijfi-. o *

O’Bannon "she said she
couldn’t recall any specific
instances of Alaskans losing
money on time-share schemes.
But the consumer protection
office has been receiving an
increasing number of calls
from people who have been
approached by out-of-state
promoters using contest "priz-
es" as an' inducement to at-

tend high-pressure sales pres-

entations, sometimes held
locally at local hotels, she
said. f .. ,

The state is concerned that
consumers could be pressured
Into buying, only to find out
after the salesman had left
the state that they didn’t get
what they bargained for.

"What we’re trying to do is
preventative," she said.

In addition, the legislation
would:

* Impose a 15-day “cooling
off" period after the date of
sale. During that time, buyers
who_change their mind could
rescind the contract. _

» Require developers to file
documents with the Alaska

Real Estate Commission de-

tailing contract provisions,

management structure and fi-
nancial condition of the time-

share project.
'« The developer would also
be required to disclose to the

buyer all contractural and fi-

nancial obligations incurred
by the purchase, such as esti-

l; mates of property taxes and

* maintenance expenses, and

u provisions for transferring

\ ownership. _
1. There are only two time-
Ishare projects 'in Alaska,
10’Ba 1'jon said.

Ithe
'ment in Seward, said the bill
was generally acceptable,
i, "We’d like 4v. see some
form of it corn*  jrough."

[ Jolg/._ Ansen,’ attorney for?
rigantine Bay develop-

Thursday, February 16, 1984
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FTC

By Cirrlck Leivlit

ATTLE (UPI) — One look
promotional brochures and

ia< agency
sSsewage

tem bids

(7LAND — The Portland
‘ndian Health Service will
: bids until 10 am Oct. 23
e construction of sin in-
al sewage disposal systens
ittercd sites on lhe Pori
le Indian Reservation, Kit-
runty.
s go to (he service. Room
220 Sr * Ave.. Portland,
I. Cl yns concerning
ical \srtffications and/or
ispcction should be directed
chard Melton, project en-
« phone: (206) 442-7164.
er information on contract
nents may be obtained from
J. Block, contracting of-
phonc: (503) 221-6599.

.TOR?..
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you can. almost hear the ukuleles

or feel warm Hawaiian sunsets —

but buyers of luxury con-—
dominium time-share rights

found paradise overbooked, says

a Federal Trade Commission

complaint.

Buyers were thinking Hawaii
when they plunked down
thousands of dollars for one
week a year in a luxury vacation
condominium. Instead, they
found themselves shunted into a
36-unit apartment house at Lake
Tahoe or into the aginy. Oasis
Motel at Ocean Shores, said an
FTC federal court comp'aint.

"Those units are worth a lot
less than (hose depicted in the
sale literature showing Hawaiian
units,” Rachel Garson, FTC
spokeswoman, said Tuesday.

"We tiled 13 complaints and
have lodg'd settlements with two
of the defendants. Wc arc
hopeful that settlements will be
reached with (he other companies
within the next two days."

The defendants were accused
of making false claims in connec—

.U, c.

tion with the advertising or «alc
of time-shares and u-i‘h
misrepresenting the availability
of exchange privileges.

Named in the complaint before
District Court Judge
Donald S. Voorhccs were
Paradise Palms Vacation Club,
Paradise Palms Vacation Club
Sales, Inc., and WPMK, Inc.. all
of Hawaii; Harbor Village Club
Sales, Inc., LSQ Marketing, Inc.,
Alpha Omega, Inc.. all of Wash—
ington State; and James R. Quin—
cy, Syed Samiad, Theodore
Weiswasscr, Ben F. Kirk, Mary
Anne Kirk, Moksha Wendell
Smith and Robert J. McDaniel —
addresses variously listed in
Hawaii, Nevada, Washington
and prison.

Voorhccs issued a preliminary
injunction against Kirk, president
of WPMK, Inc., and accepted an
FTC request the court appoint a
Honolulu attorney as special
counsel to review the finances,
governance and overall status of
the club in terms of its manage—
ment and its Finances. The at—

torney will report his findings
back to the court.

Voorhccs was reviewing a
similar agreement worked out
with Paradise Palms Vacation
Club, Garson said.

Paradise Palms Vacation Club
sold 2500 people some 3000
weeks of vacation time at $4000
lo S6000 a share, court records
show.

Sonic of (hose were sold unde'
the name of Harbor Village
Vacation Club, a Washington
corporation that merged with
Paradise Paints last February.
Principal operator of Harbor
Village was Moksha Smith, a
recreation land developer who
now is serving lime in prison for
mail fraud.

Promotional brochures for
Paradise Palms led customers to
believe they were buying one
week a year in luxury con—
dominiums in Hawaii, said
Melanie Rowland, an FTC at—
torney. Actually, the deveiopcr
owned only enough accommoda—

tily Journal of Commtsce. Seattle, Washington, Wednesday, September 30.1981

charges time-share paradise overbooked

Economic development

tions to handle one-fifth of the.; official jOinS John Graham
]

membership sold, she said.

Potential Paradise Palms
buyers were shown pictures of
$120,000 condominiums in
resorts like Discovery Bay,
Waikiki Banyan and Paki Maul,
when the company only had long—
term leases for 18 spaces in those
buildings, the FTC complaint
said.

Paradise Palms units in Hawaii
actually made up only 20vt of lhe
total number of units that it
ov as.

The remaining are at Lake
Tahoe and Ocean Shores. At
vacation time, buyers found
themselves unable to get into the
Hawaiian accommodations and
were forced to accept space at
units in Nevada and at the Oasis
Motel on the Washington coast
— a building valued at about
$15,000 a unit, the FTC said.

QOur rradni look lo Ihii dxily nnaruper
for official edtrmiiemtMi for hills onill
types or contracti. As = pubdic officii), do
your notices sppexr Inthe Jounul of

V \When your audi—
ence depends on you for
fimelv accurate infnr-

Ted Hemphill

">, e j vV "

\)?..

o

Ted Hemphill, an economic
development official from Ihe
Washington Slate Depl. of Com—
merce, has joined John Graham
and Co. as a business develop—
ment associate to market ar—
chitectural, engineering, and
planning services for industrial
and commercial projects.

With more than 20 years of
economic development ex—
perience, Hemphill will offer
development assistance by identi—
fying industries that can benefit
from relocating to Washington or
that wish to relocate or expand
within the state. He will provide
services (0 assist these industries
with identification of suitable
locations, analysis of site criteria,
site development, state and local
tax analysis, and legislative and
community relations.

Hemphill will continue to work
with local public and private
development organizations on
behalf of John Graham and Co.,
an architectural, engineering,
planning, and interiors firm in
Seattle.

While with the Stale Dept, of
Commerce, he developed detailed
information about local areas
favorable to ihuustrial and com—
mercial development by examin—
ing available sites, community
tisacls, local policy, and local and
regional assets and liabilities, he
helped locate and expand mote
than 200 diverse firms, ranging in
scope from large aluminum
plants :0 small electron.es
facilities.

Hemphill is a member of ihe
Economic Development Execu—
tives of Washington, the Pacific
Northwest Industrial Develop—
ment Council, nnd the advisory
board to the Small Business Ad—
ministration Tor ihe Pacific Nor—
thwest region. He has been
associated with the Pacific Nor—
thwest Watersvay Association
nnd the Washington Public Pott
Association.

More gas

found at

Mist,ore.
M1ST, ore. (L'I'i) — a coeli-

ratjoa of energy computet Mon--

fl day

*o

announced what a
ipokeiman called "a pteny good
sired" natural gas well ditcovery
“ear Mist in northwestern
Oregon.

The well, 3 miles northwest of
Mist, test flowed at a dnilv 4 »

UL, -, r
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. Comforting, but not exactl

nndef'S

By 'SAN C. ORLEAN and PETER

A'SBTROM v

ONAUDW. HASTVOLD SR..
Ithe man- behind the Royal
: D ! Aloha Vacation Club, ia, inthe
words of the club’s public-offering; _te-

: "nent filed with Washington stateou. v
midais, "an attorney with substantial

experience in the fieldcf real estate and
timeshare development.’"* Pretty com-

>-\i}' lotting if you're about lo ptunk down

$13,000 lor membership in one ol Hast-
: void's time-sharing resort projects. h
the

mwole story, What the public

eri
. doesn't say is that Hastvold collected rﬁ
-mitet substantial experience tlirough a

v string, nearly 25 long, of sli
., r/,g ill fate?j/ Iandyggr.srmts%tretchir%

rom Washington’s Ocean Shores to a
Mexican desat. Along the way East-
<void his had run-ins with California real
estate oldeals and the California attor-
ney gertcril’s olhce; he’s bem a busi-
ness ascociste of Ray Ryan, an Indiana
oilman and high-stal.es Las Vegas ﬁn-
bler who often consorted with members

.=of the underworld; he's tiled lor person-

al bankruptcy and pushed hard for
. casino-style gambling in the slate of
Washington, like the test of the high-
flying, Tist crowd t developers he's
rubbed elbows with s ace he \sas attor-
ney generat ol Washity, ‘on Irom 1953
l0°1957, Eastvold hai h. 1his ups and
downs, paiods ol boomin |ltmi hush
rcss aml hig plans and t.m troubled
times ol slumping sales. lad debts and
bankruptcy. Hut since 1e moved to
Hawaii in"1976, first tom ukct building
lotson the .Washington nost and later
asdeveloper ol Royal Aloha, Hastvold is
hack in gear. The Royal Aloha opera-
tion, is by all accounts, rolllgg alorg
smoothly, numbe_rlng% reported 8,001
members ami selling 50 now week-|
memberships every thiee (fays. Eastvol
is tven heading up the tecently loaned
.Hawaii Time “Share Association, an
industry group which promises te ct ack
do*n on abuses in time-share itiatket-
in-
llis old pals have done less well

Recently Eastvolil’s lusinrsa associate
fromhis California days, Hay Ryan, sves
killed in 1977 when dynamite blew up
his Lincoln Continental attd Moksha
Wendell Smith, Kastvold's onetime
assistant attorney general and partner In
" several Iniainesscs wimt to jail this
January on mail Iraud charges stem,
ming Irvsm an Idaho land developmnit
sdiane., LN

Titr 61 Kear old Eastvold first made a
name lo: hlmsell in Washington & a
palitician, not a land developer. In
1910, when he wes 30, Eastvold sves
.elected to the Washington slate Senate.
Two ywors later lie siavelected attorney
gereral, lie fill the job in 1957—hut
not before he li.id played a. Jictiiical role
Ing'l'ii’ 11! f state fo sell, lur private
di-selopm.'i,,amrtch ol 1'/iilic Orrun
tidilauda ~ the Washington coast
about 20 milts v\eft ol Aberdeen. A
[Tranturn Inpagr !3

rv>.

-/

é

"attorney genaal, Eastvold was amem —
ber of the slate Und board, and just
before he left office- on Nov.-. 2r"
he bovd derided to sell to @
privite party the parcel ol land that
eventually became Eastvold®s Ocean
Shores. L. . .
The land-board-sale controversy
heated up after Eastvold had left office
what he and Smith set up a tand-deve)- 2
opment company, Wendell-West. It!
bought the ocean-Iront property, a flat,
.forma cattle ranch, tom the private j
party and proceeded with ambitious:
plans to sell it off in subdivided parcels. |
e Ina two-out serieson Ocean Shores,
published in tha WetHy, Seattle re--
porter Patrick Douglas describes the
*boom years forOceanShores during the |
““Utta sixties, when lots there were

* p- selling like craay untla the high pres-

m aew.

sure salesmanship ol the Wendell-Wot

Each summer, the company
sponsored a big goU. tournament at

mwhich singer Pat Boone (a partner in
WaiJdcU-West) traded smiles with such
vis-ring “celebrities” as comedian Phil
Karris and actor David Jans>er_"

o3
In and out of trouble ,"-7

Selling lots at ocean_5Shotes wasn't
the only business in which the two ft
ma Washington officials joined for." a
in the late 1950s and eaﬂ?/ 1960,
According to a scries ¢l articles in the
WtnalcInt  World written by Ra
Scluick, Eastvold and Snu'th roe offi-
cers in a Seattle-hased swimming pool-
equipment distribute.ship, otinula
Poolsof Washington, which, with
ol almost 3-10,000, undertook an
arrangeent with its creditors.

_In 1962, Eastvold and his new wile,
Gihny Simms, a former singer with
big-hand leeckr Kay Kysct. leit Wash-
ington _and moved to Palm Springs,

if. There, according to Scntick's

blished account, Easg/old agreed to
uy some ol Indiana cilman and gam-
bler Rag Rgan’s stock in the Salton Sea
Yacht Clul large desert lake some
50 miles southeast 0l Palm Springs—in
exchange for the proceeds  from
50,000 worth of Eastvold's Ocean

Shores intetests. R B
... Eastvold got Into regulatory hot
. Water itsa hurry. Accor mg\lto court

records quoted by the Wanalc/w

World, Eastvold sves ordered to desist

anJ refrain by the California Real Estate

Division for ““alleged bait and-switch

advertising"—switching ~ prospective

buyers from unsul-idired ls into
more costly lots in the subdivision.

Accordingly, the sales literature wes

changed, but the (S)grailon_ into

fresh trouble svbm state officials found

%ﬁE@s’[VO!dV\BSSE"I_ pateels of land

ni>didn't include legil access. The de-
sist and tefrain order went back into

effect.

Esstvold also orchestrated a land-
ef‘celopmmt project in Me.xtco called
i '3 Antonio Shores, sales ol which

wiere .topped eventually by the stale ol
Califor_nilz)ipierg1 1973. Tveloby s later, ©
 court irdcred  permanent  injunction
spclle 2out Eaalvnld's obligations in the

project, in which some 1,300 people,
mostly Californians, had invested n»
estimated 510 million, flic principal
problem wes that the developers
couldn't deliver the 99-year leases
they'd promised because San Antonio
Shores wes within a coastal border area
where the Mexican government limits
Und ownership by foreigrers. Not that
the property wesalt that desirable in rhe
first flare. . WEVJ
- .

t1m
- n

F-

-1 The 1975 California Superior Court

linjunaion describes the beacha at San
JAntonio Shores: ""Beaches, swinmi

ipools and

T -

> thweol are grossly so.
. reason of the aréa ol

otha apparent recratlon%J
. waters thereabout! may be pollut-M
. unsafe and unnealtlty, and th>: pmtaxis
J)nrmnly by
] an Antonio
t'Shores being burdened and belouled
sywith the regular discharge.!.of the
mentire outflow of the raw; untreated
senegeof thecity ol Tijuana.” ! .
As part of the court order, Eastvold

u_..-was requiredtocancel and returnall tlie

N> promissory noirsmadeby bu%/eriotl%é
0

1? at San Antonio Shores and
state of California a civil penalty ol
S2*,0P0 in three payments within a

=%y year of the September 1975 order. The

’ payments were never made: Eastvold
Says no one ever asked

*fej-'V *m'fit Vy

Yy -in

Hard times 1

-\~ In February, 1968,
pasonal bankruptcy statement -
-IgB741,000 inusers and 31.1 million
. 1lewis at ihe tune, he told the
' bankruptcy court, "'» defendant or
judgment “debtor In 70 Or mote law
.. auita." His bankruptcy, Schrick sug-
Qests, stemmed from mmstring of new
rxieationaMand development schemes
that didn't take. i -
=, While Eastvold was promoting teal
estate in California, hi* old Ocean
Shotcs partner, Moksha Smith, wes
' busn?/ ilding a recreational land-
development empire based in Washing-
ton that had holdings across the conti-

m rental United States, as well asin Mexi-

co, Hawaii and Australia. Business wes
ag, too; in 1969, Smith’s Wendell-
Co. rang uptotal Ixnd sales of ova

330 million. But a year later f wes in
shambles. Throughout 1970,  eraHll-
West's and in New Mexico,
e Hawaii, Australia, Wisconsin.
Arizona, Mississippi, and at Washing-
ton's_Ocean Shores—dwindled &s the
faltering cnmpany sold oil property and
lost property through foreclosures. In

December 1970 lhe company filed a
voluntary Chapter 12 Federal B. nkrup-
tcy Aa’ petition; Wendel)-Wat hed
run up bills of 370 million, 314 million
of which were unsecured (the tventsial
settlement had Wendell-West paying off
35 million of that debt).
e OmfINTIjForNd"»
One of thr most important Iindir}%
Wtnalehn Worldtqorter Ray Sclsric
uncovered in the Wmdeli-West (ilmga

. was that the company was following a

. familiar script. Tlie real profits in frald-
ulntt land sales come not so much hum
the Initial sale aalrom puttlnP up prom-
issory notes slgnrd by small buyers &
collattial for bank loans and by selling
the mortgages to banks and other litiin-
mng_institutions. According to
Schrick's series, some 31.5 million
worth of contracts that Wendell-Wot
Pu‘( up assecurity to permits who loaned'

he firm monry or sold it land were
signed Whidell-West  salesmen.

Smith explained this, according to
Schritl, by saying that the aalainen
were %}thu5|&a§ctﬁmutmwluﬁt tI
were i ey bou
themselv&s._nglomvrr, }{hr \g\]/_,stly'|
account point* out that "few, if any,

yments were rvet made on al

hésr contracts, a well 0s on rs
supposedl)wselgned people not corf
netted to Wendell-West. Nrr, in most
cases,- did Wendell-West  voluntarily
substitute bona fide contract* for ilwse
of dubious validity."

Less than a yesr aha Wendell-West
Cled bankruptcy. Smith was back inthe
tecreational land-developmeni business
& had of Kamila fisc, trying to
rebuild his holdingi and using mmew
marke.'ing scheme of selling his unde-

acrrsge to American service-
ststioned oversea*.  -rlSV—<1 "1



la ui~), cxsrvoia spmiiro coot oq
ihe Washington cevelgpment sr-me—
rnfft sp/Glically, right bedk on the
baruu cf Ocean Shores.

*” *Rls.iUi jit™£ he». in my office
cne cExy L.erfﬂth told b, WyuUj,
‘Vim Eastvold waDed in the room
Her-d there wereabotu 1300 remain—
ing aruoid lota  Ocean Shores, which
he 'thought we could acquire and
market." Nosw«t.Smith and Eastvold
quid'lv round themselves back in busi—
ness this time with the 315 million
*orxh of lertover Wendell.West Ocm
Shores lots, t .

The Ocean Shores development at
that point had been taken over by anoth—
er group, headed by Walter P. Cribben
and Robrn J. McDaniels. Gribbci, a
California lawyer, has had some trou—
blesof hisown: Jus twoyearsearlier in
1973, he had been named along with
stx-ither people in a suit brought by the
f.deral Securities and Exchange Com—
mission that tied him to the dealings of
U.S. Financial be. a Southern Cali—
forniareal estate company. In a76 page
complaint, the SEC charged the com—
pany with manufacturing millions of
dollars of phony pr\c;ﬁts.

McDaniels, too, keeps croppingupin
assorted time-ihire deals. Me has since
« president of Smith's Harbor
Village Club in Ocean Shores, and last
month became etecuti-e >ice-president
of Paradise Palms Vacation Club. u
there's a center to the time-slure
tenmpest, Paradise Palms is probably
perchedon it: The fob is under invei-
egation in Hawaii, and was trtently
run out of Washington state by ofiiciils
whoinsisted on registering it as a secur—
ity, Its president, James Quincy, wes a
principal in the li/ Aest time-share disas—
ter to date, the bankrupt Stanley Hotel
pro;rct in Ga'orado, in which some
2,000 time-share owners foit over 3d
million dollars.

After optioning the land from Grib-
tvn and McDaniej, Smith and Eastvold
Srt up two companies to market their
newQOcean Shores land: Holiday Resort
Marketing, for dcmesiic sales. Herded
by Dive UuUm, a salrwmui /or taut-
‘old - illTited Salton Sea venture 15
years rarlier; and International Resort
Properties, whose president, Fredrick
Schumacher, was Eairvotd’s attorneyin
his San Antonio Shores debacle and
now sits on the Royal Aloha Vacation
Qub’i board of dirmors. >e

Certainly, 515 million worth of land
is nothing to iniif = But what nolly
eea'ted Eastvold was Jte prospect of
bringing iS'evada-style casino gambling
to Washington. That, of course, would
have turned Ocean Shores land into
pure gold. rvp m.

Would have, hut didn’t. Eastvold
served asattorney, id prime spokesman
for the Ocean Shorts-oased ' Commit—
tee for Tax Relief" whose initiative
drivein 19/6 fell just shy of putting the
issue on the Washington ballot. Un—
daunted. Eastvold geared up again,
although this time the group failed to
even submit signatures for considera—

tion on the 1977 bailor. By then, East-
void had headed west to market Ocean
/Shores lots in Hawaii, and, Jit-; « year
lilev, to operate the Royal Aloha Vacs-

CtoitpI"1lim"  ‘¥\eloFQ;> lhe Aloha

L He
ms

blue H»wau

On piper, anyway, Eastvold was
beaten to a post with Royal Aloha by his
wife, Ginny Simms. In February 1978,
theGrst volumeof bAmond Hicliinu,
the Club's official newtletter, lists
Simmj as Royal Aloha Vacaiioo Club
secretary and "email into-.or decorat—
or." Eastvold's name is oowhere to be
found. By 1979 though, when the
Aloha Group bled to do business in
Washington, Eastvold wis topping the
Crew as president and chief executive .

ofﬁger.. - J

ening started n

business isn't difficult. All you need is
an inlay, sales staff, cne condominium
unit, and big plans. The developer—in

this case, feuivold’s AlofuTGroup—

transfers one unit to the non-profit

club, and sells interval ownerships in

the use of the unit. When 48 or 50 club

weeks are sold in that unit, the

dr-elopertransfers another and sales

continue. At Royal Aloha, sales have

somersauli | iso quickly that clubinven—
tory beasts $20 million worth of prop—
erty in Hawaii, Mexico, Lake Tahoe,

and Spain. And one lonely unit, which

burned down afew years ago, at Chalet

Village in Ocean Shotes, Wash.

Where does the Aloha Group get its
properties? Most are in existing condo—
minium biildmgs that the group is
buying tip unitby-unit. In some cases
an entire building could be carved up
between several different time-sharing
companies, as well as full time uondo
owners who ba\e nothing 10do with the
time sharing. A lew ol the units were
even owned by members of the club’s
board ol directors, who sold them tu
Eastvold, who sold than to the Alohr
Group, which transferred them ts the
club.

And three of the group’s sites in
Hawaii, which arenowclub rtaorts, arc
notownedbutim i1 /.The leasesall run
beyond tlie year 2000, and while the
Aloha Group's public offering state—
ment filed svilh Washington audiorilies
ilites coolly that they (tdly txptct the
Irises to I* extended, there is no guar—
antee that they will be.

Indeed, like all rraeationxMind
sales, there's money to be made in
time sharing. In one instance, the
Alolu Group paid Kemiriih Lacy (who

happens to u' an officer of the Aloha |,
Group) 567.3LV32 for acondominium |
in the Waiktki Skytowrr. With one-
% memberships  running  about

) 00, theA‘araGrou%\%aé(as ﬁ)_sell
that unit to r.ie Club far ) 0!
five times what they paid for it, Another
financing option tire Aloha Group
contemplates, notes the Washington

"registration papers, is selling ihe receiv—
able notes from club menders to third
partiesor pledging notes to third panics
as security far loans.

Mice's a ihi-d element in the deal,
and it is crucial to keeping the Royal
Aloha lime-shanng setup aboveboard.
It is Tellus Kiranciat Services Inc.,
which, as ol Jur.e 1978. has kept tabs
on Roy»l Aloha's membership rosier,
sales and moilgage payments. Accord—
ing to Stirling Morita, aHonolulu Slur-
Willitin reporter, Tellus, whose prin—
cipals held mortgages on Smith's Ocean
Shotes property, also advances loans to
Royal Aloha.

"Tellus is the policeman in the
whole arrangement,” says Jon Pfgg,
ctuef and registration attorney for
Washington's Real Estate Division.
‘*They’ve got an awful lot of work to

dO'i'ellus has a few corporate officers
who are familiar names in the wildly
r complicated land-develcpment game.
President of Tellus is Walter Gribben,
mentioned earlier as named in a huge

ty*tijreun us i/ tJs &= as luua UCJ
same individual who. as controller ot «
much of Ocean Shores property alter-
Wendell-West went bankrupt, sold thej™

"remaining i 300 ocean lots to Eastvold
and Smith in 1975 and put them backin
business, Gribben later landed in the
r. 'Meof a massive lawsuit at Ocean
Shotes, in which a small local realtor
there, Mike Mco.-e. claimed that Grib—
ben, Eastvold, Smith, and a host of.
other defendants had tried to run him
out of business. Moore charged that the
group conspired to use bribery, threats,

the timeshare coercion, price-fixing and false advertis—

ing to try to run him out u( business
because his moderate prices and low-
profile sales pilch didn t jibe- with the
Gnbben/Eastvold/Smith style of inflat—
ed prices and hype. And dirty tricks:
Moore alleged thsi the group itso
threatened to report him to "the real
estate commission; board of realtors,
BIS, FPI. and CIA" if he didn't
remove his lowprice signs from the
Ocean Shores, area, and that they tried
to register and prevent him from
J using bis own business name, Mike
Moore Realty. i
. o --fir

Another peculiar connection exists
between Royal Aloha andTcBus, which
daims to be a disinterested, indepen—
dent party servicing the club anil its
devdopers. But Judd Kirk, a Seattle
lanyer who is an officer of Tellus,
appearson Royal Aloha's list ol its law-
yas and brokers around the country.

“ That list must be Inaccurate,”
Kirk says. Addin.- a moment liter,
"Oh. 1know that is. Maybe die
dub wes trying to s' —money and not.}
duplicate with another. wyer, and they i
just list me in casevimtone wants localj

' legal opinion." i-vxj

At the Royal Aloha Vacation Club,!
it's business as usual, and by all mcas-j
utf, neither Eastvold's clouded fsut nor;
his toster ol beleagured associates has
caused the club any trouble. Certainly.
Eastvold's new post as president ol the
Hawaii Time Sh-re Association would i
indicate Ids intent to keep Royal Aloha,
on theright track. That intent is all-im-;

'.-portant, since Oregon, with its vacuum;
ol regulation lor tlie brand new indus—
try, can be compared to Washington

ol the '60s and '70s—a sitting
land fraud. =

There have been hints of trouble

though. In June 1980, the
Corporation Commission sus-
regiuration ol Vacations Inter-

i national, the broker selling Royal Aloha
Vacation Club memberships in Phoe-
nil. The commission charged the linn

, with misrepresentation, fraud, and vio-

m btiuisol state laws. Eastvold told rrpott- j

ns at the Honolulu Slir-flulu -/> that!
. Vacations International wes not part of

m the Aloha Group, just a broker rejxe-1

seming the company in Phoenix.

'xgM "We are cancelling our brokerage

' agreen. .it," Eastvold told reporters
*We are going to replace the firm with
another broker... in Phoenix."

A dean break wilh trouble? Not
entirely. Joseph Conlin, the president cl
Vacations International, simply went to
Texas instead, where he sold member—
ships for Royal Aloha jn San Antonio
for neatly a year alter being run out ol
Aritona. ! -
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Sunrise....in places calledParadise. ... _
As sales pi hes go. it's a gooH one. So good, in fact, that Royal
_ Aloha Vacation Club has snagged 500 new members since opening a
sales office T Portland'thrfMarch. Royal Aloha Vacation Club is lnart
of the xuation_tuncaluring-uidadtryi which ; markets week-long
"ownerships™ i resort propérty. With 8,007"members and eIPht te-
meorts—from Hawaii to, Spain—Royal Aloha is one of the largest
outfits in the fledgling industry. And certainly one of the most intri-
guing. . . o . f&
 Last week, we looked at time sharmﬁ;s growing pains, and in par-
ticular. the high-pressurc sales tactics that have already raised ques-
tions about Royal Aloha, o
. This week, We look to the top—and trace the mercurial caiecr of
\ Donaid W. Eastvold Sr., the man behind Royal Aloha. Susan Oilcan
and Peter Sistrom trace Eastvold's 25-year smngi of troubled land
Jeals and some of the cutious compan% fe's kept dlong the way.
In an_accomp_an){m story, Jerry Uhv'tmmer reports on’ several
land swindles—including one in, Oregon- otchesttated by Moksha
1 Wendell Smith, Eastvold’s long-time busir,-s' ctony. Smith's convo-
}uteglj land empire stretched well into the world of, Arizonarland
raud. ,
_ Uhrlummcr, investigative reporter for the Eugeng Register-Guard,
first bioke the stoiy about Smith's Kamala Inc., and Top Ranch “tec-
reatinnal” ot sales in September 1973, Several years later, in 1976-
77, Uiuliainmer spent three months digging into Arizona land fiaud
as a member of the Investigative Reporters and Editors Inc. reporters
task force that investigated organized dime and political coftuption
. i éé\élé_(%na. IUIuhammcr is now president of Investigative Reporters
. and Editors Inc.
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i _ HE KF.AL ESTATE contract

ONAIj3W. EASTVOLD Sit., T ‘found in the miaor .mrecords

the man behind the Royal ‘it the Grant County Court—
Aloha ViralionClub, is, inthe  house wes datel April 3, 1972, unmis—

words ol theclub's public offering state—  takable evidence that Oregon’, real

ment filed with Washington slate difici-  eitate laws had been broken.

ntli, "an attormey with substantial  «Thus began thesiory ol Top Rsnch, a
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The tangledfinancesbehindoneofOregonslargestfarm bankruptcies

By CARLTON SM ITH A. *

NITED STATES Bankruptcy

Court Judge Henry L Hess

pretty much summed up the
siluaiion late list Decerrber:

"It’s apparent lo lhe court,” Hess
said alter three days of hearings, "that
the stock—the capital stock—ol Sun-
river Farms ol Oregon, right today, is
worthless."

When Hess said that, it wes all she
wrote lor an enterprise that once wes
among the most promising in Oregon—
an agribusiness giant holding more than
20,000 acres of prime irrigated farm—
land, nearly 15 miles in irrigation
pipelines, a roomful ol advanced com—
puter equipment to run the irrigation
systemn, and millions ol dollars worth ol
sophisticated farming equipment, build—
ings, sheds, vehicles and aircraft.

By the lime it went down officially—
January 12, 19B1—the farm owed, as
lar as anyone lus hecn ahle lo deter—
mine. around 539 milt on. The best
estimate ol Its value, Hess observed,
stens from the price paid lor it when it
wes last sold: slightly more than 530
million. And that price, seen in the
light ol subsequent events, may have
been too much.

The bankruptcy ol Sunriver Farms
stands asone ol the largest farm failures
in the history ol the state. It is a failure
that hes put ihe interests ol the First
ftyjonal Oink ol.prcgon, one ol the,
sttttPs largest baAks, ih jeopardy: It hm m
embarrassed two ol the stare's nejor
political figures, and It hes left hundreds

of small business nwnen in Eastem |rTigation (ljpellne/ onSunrithir  with a"-inimal initial investrent,
A : ) man -y- i otuain an unsecured, 1
56 million in uncolicciahle cets. astern Oregon't Morrow 1m<\  million line ol crrdit from the First
Ounty National Bank, and who, sone say,
managed to remove many of the firm’s

Oregon holding the beg for as much & Fari's 20,000-acre tract in

Most important, the wreckage left by
Sunriver p -ms' ill fated venture into
the arid pla.ns of Morro-v County roses

Q -

familiar with the probings of the three
agendies say that the matter cnuld go
bcfo.e a federal grand jury before il is
over. In addition, lawsuits stemming
bom the bellv flop o Sunriver have



onald w.eastvold sr.,
the man behind (lie Royal
Aloha Vacation Club, is, in (he
ol (hedubj public offering stale-
meit filed with Washington state offici-
dais, "an attorney with substantial
experience in the field ol real estate and
timeshare develcpr.::nt." Ptcity com—
forting if you're about to plunk down
J13.000 for membership inoneol East-
void's time-sharing resort projects.
Comforting, but not exactly the
whole story. What the public offering
doesn't say is that Eastvold collected all
that substantial experience through a
string, nearly 25 years long, of slip—
pery, ill-fated land schermes stretching
Irom Washington's Ocean Shores to a
Mexican desert. Along the way East-
void has had run ins with California resl
estate officats and the California attor-
*y general's office; he's been a busi
,S assodiate of Ray Ryan, an Indiana
‘ ——pitman and high-stakes Las Vegas gam—
bler who often consorted with menbers
y ol theunderworld; he'sfiledfor person—
a bankruptcy and pushed hard for
casino style gambling in the stale of
Washington. Like the rest of the high—
flying, fast crond of developers he's
rubbed elbows with since he wes attor—
ney general ol Washington Irom 1953
lo 1957, Eastvold has had his ups and
diwns, periods of booming Und busi—
ness and big plans and then troubled
times  slumping sales, bad debts and
. But since he noved to
Hawaii in 1976, first to market building
lots on the Washington coast and later
asdeveloper of Royal Aloha, Eastvold is
hick in gear. The Royal Aloha opera—
tion, is by all accounts, rolling along
smpothly, numbering a reported 8,000
nmembers and selling 50 new week-long
nemberships every three days. Eastvold
is even heading up the recently lotmed
1 Hawaii Time Share Association, an
industry group which promises to crack
n on abuses in time-share market-
\%
(Its old pals have done less well.
L  .resitly Eastvold's business associate
his California days, Ray Ryan, wes
killed in 1977 when dynamite blew up
, hit lincoln Continental and Moksha
Wendell Smith, Eastvold's onetime
assistant attorney general and partner in

, saerd businesses went to jail thise

v January on mall fraud charges stem-
.-lining from an Idaho land development
£ Thr6l year-old Eattvold first madr «
' Mre for nimscll in Washington as a

pdlitician, not = land developer. In
1980, when he wts 30, Hastvold wes

- dmcd to the Washington state Senate
AT)* years later he wes elected attomey
‘£frwtal. He left the job in 1957—but
Jjwit befote he had played a political role
mSetting the state to sell, for private
~dopment. astretch ol Pacific Ocean
tls on the Washington ooast

20 miles west ol Aberdeen. As

P/raie turn |2 oAt 14
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HE REAL ESTATE contract
T ‘found in the microfilm records
‘it the Grant County Court—
house ws dried April 3, 1972, unmis-
takible evidence that Oregon's real
estate lans had been broken.

Thus began the story of Top Ranch, a
semi-arid Eastern Oregon cattle ranch
carved Into five-acre chunks for sale to
American servicerren stationed in Oki—
nawa, Guam, Hong Kong and other
Far East beses.

It wes not aworld shaking story, not
even close to Watergate caliber. But it
wav a good yarn with regionil interest,
revealing how a land sales conmpany in
Washington state, Kamala Inc., wes
using oversess ivies agents lo nmarket
Fasten) Oregon ranchland as ' recrea—
tional" tois, not aways bothering to
inform buyers that they might riot be
alloned lo build a house or cabin on
their ptopeny.

Like many newi stories, Top Ranch
didn't Lest long it petered out after a
couple ol weeks when the Oregon Real
Estate Division ordeied Kamala Inc.,
to desist and refrain from further sales.
That effcovively shut down the Top
Ranch operation, closing another brief
chapter in the checkered history ol the
recreational land sales business.

But there was more to the Top Ranch
story than anyone realized at the time.
As subsequent developments would
reveal, Top Ranch wes merely one piece
of atiiget story about land swindles on
an intemitional scale— a story punctu—
ated by murder, assassination and poli—
tical corruption.

It wes a complex story that began
amid ihe wreckage ol two spectacular
financial collapses in 1970-71—Bc.nie
Cornleld's worldwide Investors Over—
seas Services mutual fund, and the
bankruptcy ol the Seattle-based Wen-
dcll-Wesi Company, once billed as the
nation's largest real estate developer.
This wes the same Wendell-West, with
singer Pat Boone as a partner, that
developed Ocean Shores on the Wash—
ington coast and the Bayshore develop—
ment on the Oregon Coast at Waldnort.

Eventually, through a scries ol ex—
panding business relationships and
evertts, (he story would include such
diverse personalities is Ned Warten,
the retimed "godfather" ol Atiiona
land fraud; Sen. Barry Goldwater
(R-Arlr.), who, on short notice, sup—
plied Warren with aletter that would lie
used to sell worthless Aritoita land to
servicemen In the Pacific; Don Holies,
the Phoenix newspaper reporter killed
ly acar I»mb in 1976; and Ray Ryan,
an oil millionrire who kept getting In
trouble because of nobster contacts,
latal trouble.

Most of the additional details surfaced
when Investigative Repotters and Edi—
tors Inc. conducted its 1976-77 prole
of land fraud, organired crime and poli—
tical Cvimuprion in Aiiiona; details
dleaned from deposition!, transcripts ol
bankruptcy best ngs, law enforcement

pirate font 1o gjpe 7

st.itr'i largest banks, in jeopardy? It has -
embarrassed two of the state's major
political figures, and it has left hundreds
of small business owneri in Eastern
Oregon holding the bag foe as much as
So million in uncollcciable debts.

Most important, the wreckage left by
Sunriver Farms' ill fated venture into
the arid plains of Morrow County pases
inports.”.! questions Suoui the kind of
protection citizens o1 the state receive
Irom institutions that should have
known better—institutions like the
bank, which put tlie imprimatur of
legitimacy on an enterprise that in all
likelihood never intended to turn a
profit. -

What went wrong?

Mervin "Red" Leonard, an experi-

R e fu
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Irr|gat|on8| elined on Sunriver'
Farm's 20,000-acrt tract in
Eastern Oregon'sMorrow. ' f\
County " m

enced Exstern Oregon farmer appointed
by Hess to be the firm’s receives-, puts
it bluntly: "What happened?" he
responds with iictcdulity. "W hit hap—
pened wes, Uiey stole th*pt_ v hi-j."
The story ol Sunriver Farms’ bank—

ruptcy is essentiilly the story of four’

Califcrnianj, two cf whom had previ—
ously been convicted of securities fraud,
who managed to buy a 130 million farm

w ith R

e S u

with a minimal initial Investment, who
maniged to obtain an unsecured, 110
million fine of credit from the Fiist
National Bank, and who, sonme say,
menaged to remove many of the (arm's
moveable assets to other states before
the operation collapsed late last year.

It is a bankruptcy that hes a.-racted
the curiosity of the orginizcc. crime
unit of (he Oregon attormey general, the
Federal Bureau of Investigation. and the
criminal-investigation divuion of the
Internal Revenue Service.

All three lan enforcement organiza—
tions are said to be eyeing the Sunriver
disaster with interest; some sources

m e S

Thepeculiarpligie ofPortlandsAfghancommunity

By AMY GODINE
heir numbers are snall
T “10and 80), hut Port—
land's fledgling Afghan refugee
community has already begun lo meke
its presence felt in the local resettlerment
networks. For unlike the other refugee
groups, the Afghans are not afraid to
meke waves. Impatient, proud, ambiti—
ous, they gave up a lot to come to
America. Not just their property,
which, for this first group as for the first
arrivals front Cuba and South Vietnam,
wes considerable, but their standing,
their connections, their clout aswell. It
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wes worth the sacrifice for freedom,
the/ figur-cl But now someo! themare
having second thoughts.

The problem, in « word. Is unem—

ployment. Among the dozen refugees .

interviewed by willamette HerF, this
wes the most frequent compUint. Only
>handful of Portland's Afghans, most

The Ja/ar Farzanafamilyl
Victims ofdiscrimination or high
expectations?

of them fairly new arrivals, have fourt)

steady jobs. The rest are still thumbintt

the want ads, living off welfare pay—
ments, food starmps, grants from private

resettlement agencies, or relatives. Jafar

Farz-ina, a former government worker
in Kabul, has filed 25 job applications

with prospective emrployers. "1 tell

them, to show | .w serious | am, I'll

work a week witnout pay. They say,

‘we'll call you," but they never do."

Maltha Ahadi, a former airline employ—
eein Kabul, haslooked all over for work

In travel agencies and hotels, and has
come up empty handed. "Employers

just don't like to hear the ‘relugee’

word," she concludes. "After 1 say
that, they lose interest."

Most teft geesare assistedin tlirir job
search by the voluntary agency that
brought them here (ruin their native
land; there- are seven "volags,” &
these agencies are called in Portland.
Sponsoring anost all the Afghans in
Portland is the local branch of tlie Tol—
stoy Foundation, founded In 1937 by
Count Leopold Tolstoy's daughter to
help mettle the White Russians fleeing
front the Soviet Union.

Tolstoy is the only s-dag currently
resettling Afghans directly irom Pakis—
tan, where almost two million ol them
wait in United Nations supervised relu-
gee canps for an end to the Soviet occu—
pation. Wealthier, more influential Af—
ghans who ate able to buy (hrir way out
to West Germany, where the govem-
men! puts them up in hotels for as long
a it takes them lo find a sponsor, arr
resettled in American cities by Tolstoy
as well. Sone 25 ol the 78 Algltin
lelugres Tulriny hes brought to Poll-
land care via Weal Germany. Agency
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(imilijr with the probings of the three
agencies say that the matter could ;p
before a federal grand jury before it is
over. In addition, lawsuits stemming
from the belly (lop of Sunriver Itsve
been filed from Portland to Pendleton
and points in between; additional litiga-
tion has beenfiled in such diverse places .
& Chicago, and Billings, Montana,
with aprospect (or even nore lawsuits
in New York, Las Vegas, Tens and '
California.

Sunriver Farms began, in another .
incarnation, as the dreamchild of Char- /
lie Kvd, a former farm extension agent =

Please lum lo page 2 J
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says, they're just too particular. They
expect too much. Needless to say, the
A'ghins couldn't disagree nore.

Sure, Tolstoy pays the tent, they say.
But why don't hey help you find a
place lo live? Sire, they donate pay—
ments foe food. But you never Inow
how much . *xpect one week to the
next, and sometines payments are late.
Sure, it sets themup with jobs, but why
shoulda former minister ol mines settle
for factory walk? Surely, with perse
verance, the agency can come up with
boder thin this! Other complitnta
about the agencin alleged failures; it
ifocsn’'l teach the refugees how to use
the bus system, to make change, to find
the local markets, or to apply (or high-
level jobs. It doesn't put them in touch
with other menmbers -il the Afghan
community. Worse, unlike somv « Ihe
other voluntary agencies, it utges them

I'lteir luin to page 7
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from Montana,

Kyd came to the dry plains ol
Morrow County in the early 1970% and
at once saw some intriguing possibili—
ties Dry land in Morrow County wes
selling lor $100 to 1200 an acre; with
irrigation, the sae land could bring as
much as 1C times that amount.

All that was needed wes capital to
bring the water onto the land, and Kyd
set abaut getting it.

Kyd later attracted the investrments ol
an assortment ol Montana cattlemen, a
Billing computer whir turned H.C.
Jordan, and a group ol financiers lrom
Chicago and Sea Me.

Using noney borrowed Irom Pruden—
tial Insurance Co., which look a first
mortgage on the land that Kyd and his
investors bought, r, >elthe First National
Bank, which took a second nmortgage,
Kyd's enterprise—Sabre Farms—soon
had 20,00." acres ol previously bone
d.y desert under irrigation. Scotts ol
computer operated  centcr-pivot farm—
ing circles were planted in potatoes,
corn and beans, and Kyd and his invest—
ors sat back and waited for the money to
rril in.

That never happened; in fact, some
*say Sabte Farms lost t!6 million over
* the seven years it operated. And when
“mfre remaining directors ol the farm

voted 10 sell out alter Kyd's death hy

stroke in June 1979, it waes amd

bitterness and recriminations armong

the lartn’s shareholders, and accusa-
’ tions ol conflirt ol interest all around.

Sahrc Farms was metamorphosed into
Sunriver Farms mainly through Ihe
el'artsof JolmPrag, aredl estate broker
InliInmlinan, Morrow County's lastcsl
growing city. I'tag received an exclusive
listing on the (am property in the
spring ol 1979; lie is now suing Salue
Faints, claiming Il.e lattn failed to pay
his S1million commission (ar brokering
the sale,

As the tnan in the middle ol "t
transaction, I'rag is uniquely qualified
to describe what happened. According
to him, Sunriver Fauns cane to Otegoti
through the ellotls ol his own personal
hanker, Kermit Hauser, who manages
the Oregon Manx branch in La Grande.

« Shortly alter receiving the listing on
the Salue Fanni nio]x-fiy, says I'tag,
lausei tnlindoceu hint to his (.iher-in-
law, a Californian named Ronald Lee
Dodson.

The arrival ol Dodvon and his associ—
ates on tlie Sabre Farms scene—at hast
as apotential purchaser—is one ol the
more unusual aspects ol the whole
Sunriver allair, given the laci that Sabre
Faims' shareholders presumably went-

i CeJ'forris priieft, for di»gTK*lic st
dies, while scores ol people— mostly
Dodson's relalives—wrote the judge
extolling Dodson's virtues. At the sane
time, others who were stung wrote in to
demand that the judge nmeke the pair
pay the full price lor their misdeeds.

Alter six months, the two men were
released; McCoy (old the judge in a
Ir "tr that he had a job waiting lor him
with acompany he identified as "Aero

slij Development Ltd.,” a Nassau,

partnership.
ur years alter their guilty pleas,

both Dodson and Mc< jy returmed to
court to withdraw them and were
alloned to plead guilry to misdermeanor
violations instead. To this day both
Dodson and McCoy insist (hat they
becarre confused by the laws surround—
ing (he sales o1 unregistered securities,
and that they had no intention ol
violating the law, and that the nmoney
wes lost legitimately.

It wes in the mid-'70s thal both
Dodson and McCoy becarme partners in
another (arming enterprise, DiSanto
Resources.

They came to Oregon in the summer
ol 1979, and were inroduced to Prag
by Hauser. According to S-jnriver
farms’ current president, George
Schreiber, Doslson and McCoy, acting
lot the DiSanto partnership, agreed to
lease Sabre Farms with an option to
purchase. Shortly thereafter, Dodson,
McCoy and Pat DiSanto formed a new
corporation: Sunriver Farms ol Oregon
Inc.

It wes not the first Sunriver Farms
corporation that the three men hed
organired, however. Si hreilu-r says they
had organired a parallel corporation,
called Sunriver Farms ol California Inc.,
in August 1978—nearly a year before.

The two corporations—the Oregon
Snnrivrt later wes to become a wholly
owned Subsidiary ol the California
corporation—wrrethe fits! strti down a
Kail ol corporate shells and limited

WiIUAMiri n:wr.i:K

Sunriver further rgreedto assune the
payments on the $13 1 million first
nortgate held on the (@mby Prudential
Insurance Co. The remeinder ol the
$30.6 million deal—another $3.4 mil
lion—wes to have been paid to the
Sabre shareholders in quarterly install
ments, including an initial $503,000
down payment on July 1, 1980, 1 $1.6
million payment by Jan. 1, 1981. and
tfic rcmaining$l,3miUion by March 1,
1985.

Shortly alter the sales agreenment wn
approved, Dodson went to the bank and
laid out Suntiver’s first operating bud
get. Dodson estimated tlie laxm would
need $10 million lor itsoperating line lo
fund operations through the 1980 crop
Season.

As is traditional with (amloans, Ihe
money wes unsecured pending the
receipt ol income Irom the crop Yyear;
once the crops were sold, the income
would be used to pay “ the unsecured
operating line. Any shortfalls ol income
against the loan would then be added to
the secured X

All ol that wes line in theory; whet
mede the matter complex wes thet the
hank agreed to include Suntiver't
assumed nortgage payments lo the
bank in the unsecured loan. In rllect,
the bank took $14 million ol its oan
secured interest and pessed it over to the
unsecured colurmn.

As a result, today, ater the bank
ruptcy, the bank's secured interret is
only $10 million, and it appears that the
bank, barring an unforeseen ttxovery
miracle, will be out the $10 million it
advanced to Dc-ilion on the unsecured
operating line.

What nmekes the matter ol the t'jn
shilling even nore curious is that
Dodson’, $1(1 million operating budget
included luiids (or operating a second
(amin the state ol Washington, which
the Body Ginto-irs |>eqde and lIrhtetis
had also purchased on a lease option in
1980.

That lattn—across the Columbia

Ronald Dodson and his close \

associate, Ray Sumpter McCoy,

once served time

in a California

prison for violating securities

laws.

partnerships that had ihf effect of
initially confuting ti»c actual ownership
of Sunrivrr Firms and its asset*, and
that latfT emerged \n the lankruptcy
proceeding & a severe limit on the
liability ni those regx¢tshp fur the

River from Roaidmjn in Pattcrvm,
Wish, and known as lhrrr Wells/
Hundred Circles—wes operated hy
IXxlvm &s a division of Sunrivir of
Oregon Inc., evenifinngh w» ownership

li >»d* separate and doinuf homn
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What Prag says he did noi know
then, but liter found out, M1 that
Ronald Dodson and his close associate,
Ray Sumpter McCoy, had once served
time in  California prison for violating
that state’s srxutilic] ia».

According lo court records in Contra
Costa County, Calif., Dodson, McCoy,
and two other men were indicted in
May i97i on chirgcs alleging iiicy
tried "to cheat and defraud people of
property by’crimir. | mears, lalsc pre—
tences, iilJ false PLUNIiScs.

In eflect, Dodson and McCoy were
accused df creating a number of shell
corporations and partnerships which
obtained somewhere in the neighbor—
hood ol 12 million from central Califor—
nia inveslots, many of them retired.

The plan, according to the court
rccordt, wes (or Dodson and McCoy,
and their various enterprises, to sell
undivided subdivision low near Lancas—
ter, Calif.—nore desert land—and
guarantee their repurchase once the lots
were divided.

In eflect, said a salesman who Irsti-
Tiedbefore agrand jury investigating die
affair. 11ose who paid for 1he undivided
lots were to provide a sort ol * interim
financing” to resolve the enteiprise's
"negative cash (low."

Insteedof selling the subdivided lots,
however, the enterprise never divided
them, never filed the necessary subdivi—
sion reports, and never registered the
financing arrangement -) investment
securities as they were tv.,-.re- to do
under California law. Instead, the mon—
ey simply disappeared—coursed
llirnugli a variety of ddirrenl bank
accounts into other enterprises.

In the end, Dodson and McCoy
agreed to plead guilty to felony charges
ol selling unregistered securities; in
return, tlie pttisrrulors, who were
assisted by the California attorney gen
rral's office, dropped llieft and fraud
charges against tlie two nmen. Dodson
ar.il McCoy agreed to neke all tlie
irtliluliort diry ivrrr able—1125.IHIO.

"Hir pair then went oil to Vacaville,
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' In the wetki fotloxAfig the aiming ol

the lease option, DiSanto, Dodson and
f'cCoy brought into the picture a
futth man, Fred Behrens, <Chicago
tax shelter expert.

While employedis vice president«'>>
Chicago finalkill'management firm
called Great Plains Western in the
mid 1970s, Behrens had done some
work (or a company called Body Con—
tours of Cnicago inc., which owns a
chain of reducing salons that do busi—
ness as Gloria Marshal Figure Salons,
an* thai wes u»r,cd and operated
primarily by two nmen, Allan Berger.-
dehl and Sid Craig. When Behrens
decided early in 1975 >lene Great
Plains Western to set up his own
financial management business in Cali'
fornia, he took Bergendehl, Craig and
Body Contours atong as his first client.

Ei-rly in 1980, Behrens, Bergendehl
and Craig all bought stock in DiSanto's
1978 corporation, Sunriver ol Califor—
nia, Subsequently, all of the stock in
Sunriver ol Oregon, the 1979 corpora
tion, was sold lo Sunriver of California,
meking it a wholly owned subsidiary of
the California hrm

With two strong buyers now in the
fold—Bergendehl and Craig—plans
were made lo complete Sunriver ol
Oregon's purchase ol Sabre Farnms. A
lengthy sales agreement wes drawn up
by the prestigious Portland law firm of
Stoel, Rives, Boley, Fraser and Wyse,
and on April 1, 1980, Dodson, on
behalf ol Sunriver Farms of Oregon
Inc , signed the purchase agreement.

The agreerrent is one ol the mgj
cufiosilies ol the Sunriver allair. lite
total ptitchasc price for the firm wes
U0,692,000, Ahout 13.4 million ol
the purchase price wes for Sabre Farms'
inventnty ol crops in the field, which
Sunriver wes to sell, turning over the
plncerds to the First National Hank of
Oregon, which by this time held a
11.34 million second nortgage on (hr
(am ptoperly. Suntiver wes then to
assue tlie mnrgagr payments ‘metlie
bank, with llir loan bailors thus
reduced to approximately 110 million

e unnmvil e, 11 haa ihvae ™
loan, and appvmtlr part of that loan
went to operite a larm In which the =
bank held no secure interest whoso- "
ever.

Why did the bank danege its own
iKutcd positionto Such in extent' The
answer to this remains mutky andis one
of the nmgjor puules con! anting law—
yerswho represent the various creditors
against Sunriver, including the share—
holders o! Sabre Farrrs.

First National Bank official Frank
Wallace, who supervises loan opera—
tions. told willameltt jFnt thrt it is
not unusual for the bank to bun money
to aborrower to be used against the debt
the borrower has with the bank. But
Wallace declined further substantise
comment, citing the bank’s responsi—
bility to protect the confidentiality of its
clients.

What happened lo the 110 million
operating line Dodson ohaincd Irom
the bank? That is also an unanswered
question, particularly in the light ttall
the claims the small business owners
have filed against Sunriver, hith in
Morrow County courts as well asin the
bankruptcy proceeding.

Those claims now total 16 million,
and include payroll lor the farm's hired
hands, as well as clains by custom-
farming services by businessmen opsf
jttnc specialized culti- atmg equipment,
fertilizer companies, seed iliMiil'iit.as,
pump equipment suppliers, theGiliim
Ma Improvement District lor water and
power, a Chevrolet dealership in Pen—
dleton which leased 47 vehicles to the
latm (most of them still tinresoseted).
and even aircraft sales and repair firms
(Suntiver hed its own air lorcc, four
planes belonging to "Sunriver Aviation
Division.")

All ol liirsc small businesses, and
others like them, advanced goods and
services on credit to Sunriver under the
assunmption thet Suntiver wes a repud—
iable (arming operation with Impeccable
financial credentials It now appear*that
these goods and invites will tie a total
loss to the small businesses that provul
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id .hrm, simply because there ire no
recoverable at-.cts for unsecured credit—
ors from the Sunrises carcass.

The losses, however, don't stopwi-h
the bank and its $10 million, or the
creditors with their $6 million. As
Leonard indicates, there are some who
believe that Sunriver wes also engaged
in adifferent kind of bookkeeping oper—
ation, an operation which resulted in
the renoval of at least some of Sabre
Farms' noveable equipment to other
(ams, among them Three Wells/
Hundred Urclcs, according to testi—
mony in the bankruptcy court. Leonard,
asreceiver, has so far spent much of his
time trying to track duwn this equip—
ment; some of it wound up in Texas
and California aswell asin Washington.

All this financial destruction wes still
to come when, in the spring of 1980,
Dodson wes signing the purchase agree—
ment and obtaining the $10 million
from the First National Bank.

As per the agreerment, Sunriver mede
its first payment to Sabre ol $500,000
on July I; it followed earlier payments
of alvwut $800,000 on the lease. With
only $1.3 million out, then, Dodson,
McCny, DiSaiitn and the Body Con
touts owners had gained control of an
enterprise valued at over $30 million
but that had about $27 million in
secured debts to the bank and the irnur;
ance company. Because the sale wes a
contract purchase, the shareholders of
Sabre remeined legally liable for the
payment ol those loans, should Sunriver
have defaulted.

And that is eaactly what happened.
Sometime in July, Dodson sold the
farm's wheat crop e* the very bottom of
the market, '..hat h» pened to the
income from this sate Irmalns unclear
(mm the bankruptcy oturt records, but
sources familiar with the farm’'s opera—
tion contend it went to pay for the
farm's normal operating expenses. Why
this should have heen necessary with a
$10 million line of credit Imm the bank
is unclear. It is possible that the income
Iroin the wheat cmp ey have been
used to nuke the down payment of
$500,000 toSabre’i shareholders.

Soutces familiar with Sumiver's
fanning operation insist that the wheat
crop wes sold at the bank's demand;
they claim Ihe First National Dank fre—
quently tells its fainting borrowers how
th manage their enterprises. Wallace
says that's not true; that the bank
ikx¢-siiT tell any borrower now it nmust
menage its own business alfaiti.

Sttnri. + plunged on through the
summer, planting 13,000 sctev of its
holdings in brans. An additional aopol
Irani wes planted by Simmer terms
the river a Three Wellt/I lundred Cir—
des. Although lhe bank and the farm
projected the Iran yield to be 20 begs to
the apre, by the time the harvest wu

, done In.the fall,.the farni noted only’

mmm MMHW mPWW .

owners rslled on both Got. Victor

Atiyeh and former Rep. Al Ullman

(D Ore.), who represented eastem Ore—
gon and wes s«king reelection. With a
great deal of ballyhoo, the Sunriver

people had a press conference, alter,ded

by both Atiyeh and Ullman, and

announced that aieohol agriculture wes

well on its way in Oregon.

Instead, the state Energy Depart—
ment, which has review authority over
such federal grant applications, qucs-.
tioned Ultrasystem'j findings—it won—
dered where the alcohol plant would get
the necessary feedstock. The state also
began to question the financial resour—
ces of Sunriver. questions the company
refused to answer. Atiyeh sub.-, quently

refused to endorse the alcohol plant  straigfitcn out the mess left by Dodson  says he thinks the bank tipped the Sabre  ill-fated scherre of Sunrivers of Oregon
3 mm/ e
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By late November, Sunriver's push—
ing and shoving in the political arena
hed attracted the attention of The oOre-
foiian'i Les Zaitr, who at that point
discovered the background of Dodson
and McCoy. They resigned as officers of
Sunriver Farms of Oregon Inc., and the
alcohol idea died an abrupt death in
A Ys office.

It wes at about that time that the
fiasco involving the bean harvest
becare clear; what then transpired
cast the bank in a strange light.

Two weeks after the alcohol plant
ideafitted, Schreiber, who by this time
had been called in by Behrens to

and McCoy, wen; tosee the bankoffi—
cials. Schrctber says he told the bank,
that the farm would not be able lo meke

its Jan. 1, £981 payment to the Sabre
shareholders, and that Ihe Firm would

be filing for reorganisation under the

federal bankruptcy an.

'Have you told Sabre yet? "
Schreiber says bank officials asked.
Schreiber says he replied that Sunriver
had not. The following day, says
Schreiber, Sunriver's lawyers went to
the PioncerCourthouse to file the bank—
ruptcy. Unknown to Sunriver, the
Sabre shareholders on the same day,
about three hours earlier, had filed a
foreclosure action against Sunriver in
the Moriow County courts. Schreiber

u
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people off; Wallace cites the banka
commitment to confidentiality.

Maneuver! garound the bankruptcy
wes to meke it impossible fur Sunnier
to reorganize, says Schrctber. "Once
the judge [1 lessj discovered that wr had
been foreclosed, he figured wr couldn't
reorganize. How could we, without a
farm?"

In the meantime, to protect i1l posi—
tion from foreclosure, the bank made
the regular annual payrment on the first
nsongige lo Prudential oo behalf o
Sunriver, and, by mention, Sabre.
Had Prudential filed foreclosure, the
bank would have been out the entire
$20 milllion it hed invested in the iU-
fated dream ol Charlie Kyd and the

ol

and California.

The bankruptcy acsinn a UD gang
on in Portland, with lawyers rgerven-
iirg the vs/mil creators tdung
through the wreckage m search of .
whaioer remains salvagesble.

At lesst some of the Safer s'jsrrhold-
era are said to he cmwdrring m_'wunt
agtinsi the lamer cffirrrs of Sawe
farms, who tuld the pruyeny ro the
Sunriver group, the bank, and puuibiy
the taw firm thea drew up the sdes
tpermewu

o

As for Dodson, he is cud to be bong
oo the Three Wclli/Mundrrd Guiles
farm property across the nver in Wash—
ington And. says Schreiber, the last he
heard, i»,,«/ wu mhomeialacoat,
Calic .
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ovoi lugs [hit, that
»U re/more money.

Except for a long shot. Early in the
ipring. the Sunrivtr principal decided
t.| try to attract additional investment
by jelling limited partnership! to in—
vestors across the country eager tocuh
in on the tax adotded by the
national rush to a new kind o( . cul—
tural product: alcohol.

Again, Prag, the teal estate broker,
mekes an appearance. He and Beverly
Kyd, widow c! Charlie Kyd and cur—
rently one ol the largest shareholders in
S-bre Farms, were among the owners of
an enterprise known as Morrow Pro—
duce. The produce company, which in
earlier years had been used to sack fresh
potatoes for sales in supc"tt,arkets, wu
effectively idle due toa drop in the pota—
to market. Prag and the other owners
of Morrow Produce agreed to sell the

company's property to Sunriver of
Oregon.

Meanwhile, the Sunriver owners,
through Brh.ens. were selling “ about
3 to -10 limited partnerships” to
“ qualified investors  throughout the
country, according to Schreiber. The
idea wu to offer the tax of

* (arming losses, coupled with tlie write—
offs allowedlor the development ol alco—
hal fuels, to investors who needed the
loopholes to shelter their regular in—
cone.

To this end, Behrens, DiSanto,

m/allen, Dodson and McCoy, set about
distributing ""confidential private place-,
ment memorandums,” which in effect
offered the prospective tax client a crack
at atax shelter worth up to 226 per cent
of the amount invested, provided the
IRS would go along with the scherme.
The partnership units were offered for
sdleto investors it >1,000 aimit, with
aminimum investment of $130,000.

(low much noney this operation
raised, and what happened to it remeins
unclear. Schreiber says that Sunriver of
California, acting u the general part—
ner, sold "30 to dO" such partner—
ships, hut he doesn't say how many
"unils” this r .

To help get the alcohol plant that wu
part of these investments olf the
ground, Sunriver of California hired a.
California engineering firm, Ultruyv
terms Inc., to meke a feasibility study—
but not before Sunriver first obtained a

of >249,000 Irom lie federal
%of Energy.
Itrasystemi concluded (hat the

plant, lo tie situated on the tile ol
Morrow Pioduce and a contiguous
parcel ol land which Sunriver had
acquired in the deal with Sabre, wes
feasible.

Sunriver then set about trying to
obtain « =73 million low interest fcdetal
loan to underwrite construction ol the

plant. Uliruystcms projected (hat feed—

stock for the alcohol would come from
Sunriver Farms, and possibly . from
Three Wells/I lumlied Circles.

To help boost their chancrs of
receiving the federal loan, the Suntiver
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uppercut bared blood over Herbert's
nose. In lhe sixth, Chase had Herbert
wobbling with a missive right just
before I Icrberl rockedhimwit.ii deadly
left. Chise went downon i slip in thal
round and by thi severth he wes
bleeding above the right eye and stum—
bling.
In the eighth, it wes Herbert's tum
to slip, to be stunned, and to come
roaring back. From my comer the
eighth belonged to Chase but the fight
belonged to Herbert. My friend Poontar
wes also convinced that Herbert had
won, and being wise to the ways of
eicitrd cronds, he that il
might save dry cleaning bills if we
retired lo the rear ol the arena to anait
tlie decision. But wc were both wrong,,
and bclcre we could creep anay, Steve
Chase wes anarded the split decision.
No beer (lew. The crowd iovtd it.
Chase is a deservedly popular lighter,
and every time he took aheavy snot in
tint bout you could hear the breath
jnked out ol the crond. Judge Lalord
scoredit 78-77 lor Chase; Judge Weil-
tel gave it to Chase 77-76. Referee Cas—
sidy, scoring in lhe absence ol Judge

Robinson, s* I*78-77 (or Herbert.
Chase winced , he heard about
Cassidy’'s srorin, "He wes standing

lhe closest, he ought lo know...

whnps ... lint would mean .. well,

Scratch Ifni." But Chase believes he
won that light and so do 60 per cent ol
the lars who saw it. They argue that
d'-.ijgeis the criterion. "1 wes stagger—
ing him," said Chase. "He wasn't
hulling ne. That's the pro gare. This
isn't amateur boalng."

But the other 40 per cent saw Chase
hurling plenty. They saw Hcilkdi
control the form and progress of th*
light, and they ligute he mote than
male up lor that lost mouthpiece and
the point he dropped along with it.
Matchmaker McNalley said, "It
should hive been i draw. That'i the
only reasonable decision in a light like
that,"-'Johnny Herbert slid, "I (ed
hurt .. They didn't have to ness up
my Irsord like that." And he will have
to hed fierce to cancrl the long term
effect of the decision. Tlie days are gone
when i boitr ripcctrd to fight it lesst
30 times i year, build « record ol 100
bouts with maybe 13 losses, and finally
grt merack it the title becauselie’ll gone
through ill the opposition. This is an
ige when 20 fights against r mtuh-bag
line nn put you on the yellow-brick
roid, just m long u you've never been
>t

Afghan”-"¢"

Afghans, and now works delusively
with Cubans, Cambodians, and Eastern
Europeans. The reason? "Tot much
pressure,” he confides. "The Afghans
thought | wes not on their side. Espe—
cially the ones Irom Germany. They
think because you are a refugee, the
world owes you something. They don't
like to weste time leaming a common
trade. | try totell them, here, they need
to take anything they can get. The jobs
thiy want are just not out there."

The crux of the problem, says
Ansary and other Alghans who have
been here awhile, is cultural. In closely
knit, hierarchal Kabul society, status is
everything, the loss ol it, anathema.
Professionally minded, modern think—
ing and proud of it, the new Afghans
balk at the low-paying, unskilled menial
labor other less qualified refugees like
the Hntong are all too willing to snatch
up. ! tried to [dece one Afghan refugee
in an executive position in an American
company, and he refused. He said his
EngUth -wesn't good tnough and he'd
lose face,” Roylance recalls. "But
when | found the sare man factory
work, he said it was beneath him."

Says one Afghan, now a resident of
the United States. "Afghanistan is <
society where the pecking order is taken
very seriously. Everybody is aware of
everyone rise's standing. And if you
lose your job, your standing, you must
eiplain it lo everyone."

The worst blow to the Afghan’'s
sense of landing is having to accept
charity, says Furiana, a father of five
and former goverment worker. "We
want to work," he says. "We don't
like to take free food and things. It is
terrible for my girls to take the dirty old
dress from the church. Or to stand in
line lor food stamps, or sit on the floor
at the Tolstoy office, where there is
only tine chair for the visitor. It makes
us ashamed.”

While 1 listen to fir tana’'s complaint
in his spacii ™ rented home in South—
east Portland, llls daughters olfer me
Sot spiced tea nnd a bowl of raisins.
LiS.cs bloom in the yard lliv five child
ten, s'tikingly niranive and polite, are
enrolled in local public schools: two-
will skip a gmde neat year. Their,
volunteer tutor calls their progress
anuring. "They are the listen leamers
I've ever taught.” she says.

But the lonrer rarcntive and his
wile, Asifa, are lar from content. Like
manyol the rcltiRees, he is deeply hurt
by the prevailing ignorance among
Americans lie meets about the crisis in
his homeland. "Some of them evrn ask
me where Afghanistan is!" he ex—
claims, incredulous. Tlie taunts endur—
ed hy his teenage daughter on bring
mistaken for an Iranian neke him
furious, aiut niottly, he is stunned by
his Inability to get a job. "Maybe they
only -want people from their own

-rE| ion," he m.lrmurs qt_tls prai|*c-
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ton d| rrimfnaiing? As we

contends, the matthmaking would nev—
er be satisfactory. "1 can't match m
minister of roads with the same job
here," she protests. "Amerirero are
competing for these kinds of jabs. It
wouldn't be fair to ask companies to
hold these position! open just for the
refugees.”

Afghans who've been here for several
years say privately that it's about time

the newconmers stopped dreaming that
they can duplicate the standing and
power they enjoyed back home in
employmmt over here. Their refusal to
settle for less than what they believe
they deserve, says one oldtimer, is just
symptomatic of their unwillingness to
face the reality of the nove. And it's
true that almost all of the refugees want
to go back to their homreland. As
Ansary eapl.t-ns, "Home is home.
When you go home, you arc sotnebodyl
1 brought my motuer over last fall, and
already she wants to go hack. But this is
not a merry-go round where you can
get on and oil wherever you want.
Afghanistan is not the same anynore.
And going back won't meke anything
better."

"Truthfully," Ansary concludes,
"the refugees ate torn. They want to
return lo Afghanistan, but they aso
want to live like Americans,” and as
long as the first dream holds its appeal,
he implies, they will never reaice the
second.

Tlie predicament is far sY . unique.
Every wave of affluent rn,gccs that
crashes on American shores lias strug—
dledwith it before, has refused at first to
adjust to a lower standard ol living than
that to which it wes accustomed, and
later, maylie alter a year or more, has
inevitably come to accept the hard (acts
ofconilictltivc American life. Hard facts
to swallow if you believe, xs many
Afghans do, tlut coming to America

*should signal tlie end, not the begin—

ning, of years of aisi:-.. lass xnd disrup—
tion.

Leadership from within the refugee
community can help cate the painful
transition. But the Afghans have no
leaders. " All chiefs, no Indians," one
Americas caseworker despei.  Similar
*s their complaints about Tolstoy's
insensitivity, the job market, and the
lark ol programs, old tribal, regional
and ideological loyalties continue lo
stall the development ol @ united
community.

For raample, Zalirr Wxhab, an Af—
ghan ptoft-ssor at Lewis and Clark
College, knows the new arrivals could
use sore tips from an old hand like
hinsell, Last summer he got his hiother
out of Afghanistan with the aid of
Church World Services. Out lie stead
fully refuses to get involved. lle is (tom
a fashion speaking peasant family in
the provinces, and says the only thing
he has in common with the incoming
reliigees, most of them wrll-tonnecied
Farsi-speaking city dwellers,lrom the
Takik trilie, is the (st that they ‘are

with a vested interest in the reorganisa—
tion of the troubled firm—sent Cotton

and Martin to Seattle to see Motshx '

Smith, president of Kamala.

That's how CMS got into the over-
seas-land sales business, according to
ill accounts. The CMS salesmen needed
aproduct lo sell overseas; Kamala had
the land to jell and needed Bgcnu.
Mok»ha Smith even loaned one of his
top salesmen to CMS.

Oh yes, CMS provided 550,000 la
Kamala in return for 30 per cent of the
Kamala stock. Tlie first sales project
overseas; selling lots in Rimrock Mea—
dows, a Kamala Inc., development in
Eastern Washington.

Moksha Smith, according to these
accounts, also steered CMS toward
anothersupplier ol “recreational” land
—Ned Warren, a convicted con man
and swindler who would acquire notori—
ety as the "godJatlier" of Arizona lanJ
baud. Befriending politicsvns and brib—
ing real-estate officials, Wtten operat—
ed with virtual impunity for many yeirs
in Arizona.

Warren said in a dcposi ion thar hie
first contact with CMS wes in
mid-1971, "1 spoke with Moksha
Smith who wes interested through
Wendell-West corporation in selling
certain properties owned hy CMC
[Warren's firm). He asked meto meke a
trip with him to the Philippines and at
that lime | [wes] introduced lo several
people, among which were Mr. Kaplan
of CMS,” Warren said.

The result of that meeting wes an
agreerent to begin selling some Anco—
na property known as Chino Meadows.
Lazcr, in September, 1971, Warten

m de another trip ro the Far East and .

po suaded CMS to sell anew property to
the overseas U.S. military personnel—
something called Chino Grande Ranch-
etlits.

Chino Grande Ranchcties turned out
toIn anillegal Arizona subdivision, and
all the evidence indicated that CMS wes
the victim of another Warren swindle.

CMS eventually leamed thal the
Chino Grande Rinchrttrs it had hem
peddling lo servicemen consisted of
rocky land with steep slopes, vertical
rock cliffs and almost impossible access.
CMS attenpted to make good to its

custormers, offering refunds or an ex- m
change for altermate land of equal or'

better value.

It wes during the course nf a 1973
investigation of recreational land ales
in Oregon tli.se the fii/pme fiejii.Vr-
Gm i.l got alip to check land sale con—
tracts for Kamila’s Top Ranch property
north of Monument in Gram County

A search ol the microfilmed deed
records produced a contrail showing
that Leslie D. Chapman, an Air Force
sergeant, bought a Top Ranch lot on
April 3, 1972.

Tisat date wes highly significant
because it wes nore iliari two months
before IheJune 7, 1972, issuance of the
Top Ranch public icjxirt by the Oregon

>e
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ldealJob For A Woman

. Is one that resva.'ds her unique talents, skills, i-rd
knowicjgc. If you're re-enrering the job marker, changing
J"s < ' careers, svondcring how far you can gowith the .,
experience you have (or don't have),
'y the No Experience Necessary workshop tan help you!

The

Next Session May 15-17. Call now for information.
TK & Ajrociates «(503) 24-1-5468
50149 SW Earbur BbJ. « Suue 128« TnrtlinJ, Oregon 97219 ‘o
r¥«ed K Tl'it ALcH'O

Who knows Europe better
than a European?

Our travel flgent, Renate' Collins was bom in
Germany,.educated in France and England. She can help
you tour Europe,., like a European might.

Call her about fares aboard a Fan Am Clipper, castle
hotels and Rhine cruises. She can help you get the most
out of sightseeing, eating and shopping in Europe. Let
her make all the arrangements and handle all the details
at no extra cost to you.

639-0035 « King City Plaza
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Refugees ,
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to get a job right away, which means
they can’l get welfare and tale the
English dasses they need lo better
conmpere for ihe highly skilled jobs they
are trained to do.

And trained they are. Back homre,
they ran whole provinces, drilled regi—
ments, practiced law, supervised devel—

projects and roads. Most of
thembilingual, they come from families
with second ho.nts, vineyards, body—
guards, orchards. Women wore the
chador, but they also herd well paying
jobs. Their high schools ottered 17
dasses. In a country the site ol Texas,
populated mostly by illiterate nomeds
and (amrors, they are the cream of the
crop, a Farsi speaking, urban dwelling
minority, a powerful elite. It's not an
identity they're likely to surrender
without astruggle. Why shouldn't their
expectations be high, they ask? Their
talents are many, their intentions only
good

Most refugee groups are as unwilling
tospeak against their American spmsor
agency as agencies are to speak critically
ol their charges. But rclaiiois between
the Afghans and the Tolstoy Founds
tion arc an exception lo this rule ol
mutual discretion. Roylance openly
admits that dealing with Portland's
newest refugee group has Iwm neither a
gratifying nor an easy experience. Not
that they arc to blame lor what she calls
their unrealistic expectations. Much of
the fault must be assigned to govern—
ment sponsors in West Germany, who
gave them lire food, housing, medical
rare, schooling, extra funds, andtiler a
year, jobs, for aslong asil took themto
win refugee status from the U.S. gov—
ernment.

"They were totally taken tare of.
Totally," Roylancesays. But unlike the
Southeast Asians waiting for visas in
Thai or Malaysian camps, they were
given no English language classes, no
job training, 10 orientation—nothing,
in short, to prepare them lor life in the
United States.

"By the time they get lirre,” Roy-
lanee contfudes. "they cxpctt the same
treatment they got in West Germany.
Their attitude is, ‘Where's my house?
Where's my money? When can | go lo
school?" And we can't allutd this Not
Tolstoy, not the Irdrral government.
All we can do is provide rent till they
lissl work, help dean nut with health
care, dmate furniture, pits and pans,
and set them up with some |ob Inter—
views. And they fed let tkiwn. It
definitely gets things started on the
wrong foot,"

' Equally disenchantedis Aii: Ansary,
a 30 yrar old Afghan who left his native
land 10 yrars ago and now works as a
Tolstoy resettlement wotkrr. A lew
weeks ago he Sopj>ed dealing with

tire «ffiploytr<I£IlUSM M B11Q

is Farram ton discriminating? As we
tslk, the phone rings; it's in American
women froma Portland custodial agen—
cy with a possible job ottering for the
refugee. Tlie pay is low—53-75 an
hour—and you need a car. Farrana,
initially curious, can barely conceal his
lackol interest by the end of the conver—
sation. How cin he support his five
children on 53.25 an hour? Or save up
enough money to buy acir so he can get
abetter job? To the former manager, it
looks like a vicious circle.

But Rormance insists that the jols are
There. "It's just tha! the Afghans are
interested in mere than mere survival.
And because ol their special skills end
demands, they're that much harder to
place.”

A conversation with another
Afghan, awell-spoken former dissident
organiu-r who helped set up the strikes
in India against the Soviet regime in
Afghanistan, bears out Roylance's
poir.l. This man. a student ol econom—
ics, had hoped lo find "a good job
according lo my ability. But noliody
accepts.  The agency gave my nane lo
two, three companies. Now | know 1
have to send my resume 10200 places.
Finally, | got a position with CETA.
There, | learmn about how to talk to the
loss How to dress. How to behave.”
Hr grins. "All Afghans know these
things! But we are an cshicated
prvplt!"

O.er and over die new arrivals
cmphisue the difference between their
needs and those of the illiterate rice
farmer from Lagcs, the fisherman Irom
Virtnam. They seethf special prograrms
(nr lhe Southeast Asians at the Indo—
chinese Refugee Center; they hear
about the special clinic for Southeast
Asians run by the county; they discov—
er that the stale hes is spcsiri welfare
office just for the Asians; they note the
lark ol bilingual Afghans on tlie (rattl—
ing staff of Portland Community Col—
lege at Rots Island—and they can t help
but frel like their own rducation anil job
skills arr, in some impalpable, ironic
way, held against them

"The English I speak now | leamed
Mute | came," or.c Afghan, who asked
not to be named, explains. "The
English <s a s-.ud language class &;
Rost Island is only for the beginners,
the Southeast Asians. It can teach us
nothing."

Tolstoy si) lit doesn't have the lime
or the money to attend to the special
nreds ol the Afghans. And even il it
could, it wouldn't want to appear to
play favorites with one group of rriugrct

""" ' Already, I've spent
thousands on them,” Roylance says
"More lhan any other group—about
51,000 a person, and sometimes nmie
with the latgrr families. Boy, | wish |
wes a refugee.”

To mrett It the Afghani witli jobs thet
requite their special skills, says Roy
lance, would nmean hiring a job place—
ment specialist. Tolstoy can't afford
this, and even if it could, Roylance

F«ril-»pe*linj/cliy dweller,, from'pt«
Takik tribe, Is the fact that (Itey-'are
from Afghanistan, and this altine is not
enough to resolve deeper dillercnccs be—
tween the groups.

"The Afghans are very fictional—

ized," he says. "From there lo here,
they carry t'.r-it domestic problens with
them. I'm a good exanple. Tlie com—
mon wisdom is, the people from Kabul
havenosctuples. You don’t trust them.
1 know t should help, bur | don't went
to I'm aleftist, and these people here
today would have been the next targets
ol the peasants—my people— when tlie
Russians leave. What ran we possibly
saytoeachothrr?" .-
prrer— mrmtiorx m 1

The Founder?
Friend
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investigative reports, newspaper clip—
pings and nume- ous interviews.

It began in 197! when the Wen—
dell-West Company filed what wes then
reputedly the largest Chapter XU bank—
ruptcy (reorganiration) in the history of
the United Slates with creditors' claims
totaling 570,000,000.

Concerned that stigma from the
bankruptcy proceeding might impede
attermpts to revive lhe lirm, three Wen-
drll West  partners—Moksha  Smith,
Lawrence C. Angell and A.J. Hutton
Jr.—decided to get a fresh start with a
fresh narme. They formed a new corpor—
ainn called Kamala Inc., with Wen—
dell West owning &8 per cent of the
slock, anJ tiegan developing new pro—
jects for (he 'and vales market. Top
Ranch wes oneol them

Meanwhile, 5,000 miles anay in the
Orient, some of Brrnic Cotnlirld's
former salesmen, unemployed following
the 10S collapse, also were forging a
new corpiraie idrnlity. They formed a
coriciraiiun of their oawn 10 tell such
things as mutual Aimit and delientutes,
calling il Capital Management Systerms
Lid

Two CMS organizers, Elmore Cotton
ind David Marlin, journeyed to Palm
Strings, Calif , in visit Ray Ryan, a
w.-aliliy Indiana oilman with 1 penchant
lor high mkes gambling and Itimd-
shipv wuh nidlitti-ra At the time, in
fan, ft, an wes apjiealing hit 1970 ton-
victKin for obstruction of justice in con—
nection with destruction ol records
showing (hat (hire eastem Main lead
eti had fieen given gift mcmlieithips in
the pitish Mt. Kenya Safari Club in
Africa, which Ryan oo-owned with
actor William Holden.

Exactly why they those to visit Ryan
is .ncleir, athough il is piohahle that
Ryan's sonin law, Bub Kaplan, <
ymmg Bevetly Hills stovikbmker who
would later become president of CMS,
helped pave Ineway. Inany event. Ryan
—a mgjor creditor of Wendell-Wot

Real Estate Division. Ihe public rrport
is s disclosure staterrent about the
property being sold; under Oregon law,
no propaty in such t recreational sub—
division an be sold legally until the
public report is issued. Thus, the real-
estate contraa-wasfnm a facie evidence
o<an illegal sale.

Telephone alls to other servicermen
who bought Top Ranch pircels while
overseas indicated that others also had *
not 1-aen shown the public report.

In the case ol Top Ranch, the public
report was particularly important
because it disclosed, in a,:;al letters,
that the Und wes unsuitable for subsur—
face sewege disposal, meaning no septic
tanks. That also meant thal a buyer
couldn't get a building permit to erect «
house or cabin on (lie propaty.

This fan surprised someof the buyers

contacted by (he Regiilet-Gtusry who.

said they had been led to believe by the
salesmen that they wouldn't have any
problem with sewaege or with building
any kind ol structure on a Top Ranch
lot.

The Oregon Sludent Public Interest
Research Group, working independent—
ly on in investigation o1 Top Ranch,
also retried instances of scrvicanen
saying they had not been shown public,
reports before purchasing.-

Moksha Smith, reached hy telephone
in Seattle, claimesl to have signed
docunents showing that all Top Ranch
buyas had been provided with the
public repuns. lift he had trouble ex—
plaining how buyers who made their
purchases prior to the issuance of lhe
report could have heat given die report
hefote, other than to say that perheps
some of tlie overseas agents "jumped
the gun™ on some sales.

On June 2, 1976, Ariiona Republic
investigative reporter Don Bollctt drove
lo a hotel on North Central Avenue in
Phoenix to neet a tipster. lhe tipster
didn't show up, Holies mede a telephone
tall, thrn wrnl back outside and climb—
ed into hit new white Datsun and
slatted lo lutk out of the paiking spece.

A bomb blast blew apart the Datsun.
Ikillci wes niorta'ly wounded, one leg
blown conpletely away, other limbs
mangled

Who attached the radio controlled
Ixunb to hisart Who touched It nil?
And why? These questions went unan—
swered lor months as Phoenix police
(fitskrd nut clues,

It wes during this lime that the names
of Sm Hairy Coldwatrr and Capital
Management Systenrs Ltd. leaped into
ptuminrtnr

less than thtir hunt* alter the bormb
blast, igxirteis found 1 note on Holies'
trsk. Il wes in Bollrs' handwriting, a
memo to lumsrif. It rricrtrd to letters
written by Goldwurr and then Rep.
Sam Steiger (K Atir.) 10 Cw™mS, 1
corporation that wes selling lots in an
illegal land subdivision to invicemcn in

PImie turn in page fl
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ihe Far East. _

This may have been the bait that
lured Bolles to his appointment with
death, No one knew for sure.

It turned out, eventually, that land
fraud was not the primary factor behind
Bolles' assassination. Months later, a
local thug named John Adamson would
confess to police that he had set the
bomb and he would implicate three
other men. Two of them, Max Dunlap
and James Robison, would be charged
and convicted of Bolles' murder, only
to be released when the convictions
were reversed by an appellate court. A
third man named in a police affidavit—
wealthy rancher and liquor wholesaler
Kemper Marlcy—was never charged.

But the memo found on Bolles' desk
was a clue that eventually would offer
insight lo the comfortable relationship
existing between Arizona politicians
and the land bandits. At the time, land
fraud was becoming Arizona’s most
famous export—and Ned Warren was
preeminent in the field.

When the IRE task force of reporters
began work in Phoenix, there were
several puzzling aspects about the pur-
ported Goldwatcr-Stciger letters to
CMS which had not been answered.

i 1 Forexample, there was amemo dated

Aug. If), 1971, written by I'd |.azar,
Warren’s top lieutenant, suggesting to
Warren that he obtain a letter of
endorsement on the Chino properties
from Steiger. Lazur's memo included
proposed wording for the letter.
ut no such letter from Steiger could
be found and Steiger disclaimed any
knowledge of writing such a letter.
What FO|IC€ did have was a letter
from Goldwaterto CMS, dated Aug.
19, 1971, praising the Chino properties
inalmost precisely the same language as

acknowledged signing the letter but was
vague about the reasons wh?]/.

A new investigative hypothesis
evolved, and Warren later confirmed it
in an interview with IRE.

When Warren received Lazar’s
memo asking for a letter of endorsement
from Steiger, Warren had a better idea.
Why get a letter from 3 congressman
when you can get one from a U.S. sena-
tor who is also a retired Air Force major
general and whose name carries a lot of
weight in military circles?

Indeed, why not? z\nd that’s exactly
what Warren did. Within 2% hours, he
had a letter of endorsement addressed to
CMS and signed, "With best wishes,
Barry."

The incident says something, per-
haps, about the easy access that Warren
had developed to Arizona’s power
structure. And it also says something
about the way a U.S. senator, a candl-
date for President in 1961, can be
used—wntln?Iy or u_nwﬂ_tmgﬂy—as an
instrument of persuasion in the sales of
worthless real estate to U.S. military
personnel overseas.

Warren later took Goldwater’s letter
with him on his trip to meet with CMS
officials in the Far East and copies were
added to CMS sales Kkits.

"What more could anybody want?”
gsked Kaplan, the former CMS presi-

ent.

Goldwater refused to be interviewed
by IRE.

Postscripts:

« Kamala Inc., Moksha Smith (pres-

ident), and Monte Gx>k ﬁsales manager)
were indicted by a federal grand jury in
Seattle on April 23, 1980, in the cli-
max of an investigation by postal in-
spectors of an $800,000 mail fraud.
Smith and Cook plead gunt?/ to charges
of creating spurious land sales ontracts
in a scheme to defraud investors, lend-
ers and others with whom Kamala did
business. On Jan. 23, 1981, MoFsha
Smith began serving a three-year sen-
tence at the federal prison camp in Bor-
on, Calif. Cook was sentenced to three

WILLAMETTE WEEK '

which entered a no-contest plea, was.
fined $1,000 on each of 19 counts (sus--j
gended, and placed on three years pro- |
ation.

* Ned Warren, who eluded success-
ful prosecution for many years in Ari-
zona, finally was convicted of bribery
and land fraud. He died last year in the
Brlson_ ward of a county hospital. He had

een in ill health for years after having
triple by pass surgery in 1977.

« Capital Management Systems Ltd.,
apparently suffered mortal financial
wounds in ils dealings with Warren and
faded from sight. The current status of
CMS is unknown.

* Edward Lazar, Warren’s right-
hand man, quit the land sales business
oH, in February 1975, on the eve of
testifying to  grand jury about War-
ren’s payoffs to the former real estate
commissioner, was shot to death in an
underground parking garage in Phoe-
nix. Five shots from a .22 caliber wca-
pon. It remains an unsolved murder.

* Ray Ryan, the wealthy Indiana oil-
man, svas blown to bits on Oct. 18,
1977, when a d?]/_nam_lte bomb exploded
in the trunk of his Lincoln Continental
in Evansville, Ind. News accounts of the
tximbing recalled that Ryan had testified
in 1965 against two Mafia figures who ;
were convicted of trying to extort
$60,000 a year in protection money.
Ryan’s murder remains unsolved, but
the manner of his execution suggested a
mob contract. A federal grand Aury
investigated but returned no indict-
ments.

* And Fop Ranch? What about the
servicemen who bought the five-acre
lots on contract? A few asked for and
received refunds after the Register*
Guard's first disclosures in 1973. Some
buyers grew discouraged and quit pay-
ing. Grant County Assessor Lano'Bur-
ton says several fots have been sold at
sheriff's sales for unpaid property taxes. :
Other buyert hung on. Burton recalls a
barrage of complaints when the asses-
sor's office lowered the values on Ton
Ranch lots after all the trouble erupted.

"_Theg were mad as ltcck. There an;
still some nennlo who tlifol »>y (Cake
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attormey general, Easivold wes a mem!
her of Ihe slate land board, and jusl
before he left office—on Nov. 2,
1956—the board decided to sell to a
private party the parcel of land that
eventually became Eastvold's Ocean
Shores.

The land board sale controversy
healed up after Eastvold had left office
when he and Smith set up a land devel—

company, Wendell-West. It
fought the ocean front property, a flat,
former cattle ranch, Irom the private
party and proceeded with ambitious
plans to sell it olf in subdivided parcrls.

In a two-part series on Ocean Shores
published in tbt wetkly, Seattle re-
purer Patrick Douglas descril>es the
boomyears for Ocean Shores during the
"latter sixties, when lots there were
selling like a ny under the high pres—
sure salesmanship of the Wendell West
ctew. Each summer, the company
sponsored a big goll tournament &
which singer Pat Boone (a partner in
Wendell West) traded smiles with such
visiting ‘celebrities’ as comedian Phil
Harris end actor David Janssen."

In and out oi trouble

Selling lots at Ocean Shotes wasn't
theonly business in which the two for—
mer Washington officials joined forces
In the late 1950s and early 1900Cs.
According to a series of articles in the
Wtnelclut World written by liay
Shriek, Eastvold and Smith were offi—
oers in a Seattle based swimming-pool-
equipment distributorship, Sunnlay
Poals ol Washington, which, with debts
ol anost 1-10,000, undertook an
arrangruinit with ils creditors,

m 1962, Easivold and his nrw wile,
(ilnny Simms, a former singer with
lug band leader Kav Kyser, left Wash—
ington and noved to Palm Springs,
Calif There, according to SchricK’i

ublishcd account, Eastvold agteed to
some ol Indiana oilman and gam—
bler Kay llyan's stock In die Saltnn Sea
Yacht Club—a latgc desert lake sonic
50 miles southeast ol Palm Springs—in
exchange for the proceeds from
1250,000 worth of Eastvoldi Ocean
Shorn Intrtrsts.

Eastvold got into regulatory hot
water In | luirry. Acmrdmg to court
rnnrchb gtiotec by tlir wmotriut
world, Eastvold .-as ordered to desist
andretrain hy (lie C. lifomli lleal Estate
Division for "allege | bait and switch
advertising"—switch sy pt spective
buyers (ruin iinsuhsid.red panels into
nore costly lota in the subdivision,.
Accordingly, the sales litrtalurr wes

198!

Decenber 1970 the conmpany filed a
voluntary Chapter 12 Federal Bankrup—
tcy Act petition; Wendell-West had

runup bills of 170 million, 11*1 million

ol which were unsecured (tlie eventual

settlement had Wendell-West paying off
15 million of that deb).

One ol the nost important findings
Wendteber WorU reporter Rsy Sclirick
uncovered in the Wendell-West filings
wes that the company wes following a
familiar script. The teal profits in fraud—
ulent land sales cone not so much from
the initial sale as from putting up prom—
issory notes signed by snall buyers as
collateral for lank loans and by selling
the nortgages to banks and other finan—
cing institutions. According to
Schtick's series, some 11.5 million
worth ol contracts that Wendell West
put up as security to persons who loaned
the firm money or sold it Und were
signed hy Wendell West salesrmen.
Smith explained this, according to
Schtick, by saying that the salesrmen
wete so enthusiastic about what they
were peddling mat they bought lots
themselves. However, tbt W ttkly'i
account points out that "lew, il any,
payments were ever mede on many ol
these contracts, as well as on others
supposedly signed hy people not con—
nected to Wendell West. Nor, In nost
cases, did Wendell-West voluntarily
suhstituir huna fide contiacts for those
ol dubious validity."

less than a year after \WWendell-West
hied bankruptcy, Smith wes back in the
recreational land development business
& liei.d ol Kamala Inc., trying to
rebuild his holdings and using a new
marketing scherre nl selling his unde—
\eloped acreage to American service—
men stationed overseas.

In 1975, Eastvold splashed back on
the Washington development scene-
nmore specifically, right back on lhe
banks ol Ocean Shores.

"1 wes just sitting line in my nllice
one day,” Smith (le tht wttkly,
"when Eastvold walked in the room
Hr adiii llirre were about 15(H) remain—
ing unsold loti at Ocean Shores, which
he thought we could acquire and
maikct." Nn sneat. Smith and Eastvold
quickly found lliemselvrs hack In busi—
ness, this time with the 115 million
worth ol leftover Wendell-West Ocean
Shores lots.

The Ocean Shores development at
that "wint had horn taken over hy anoth—
er group, headed hy Walter P, Grikben
and Hubert J. Mcbanirls. Griblien, a
California lawyer, lias had some trou
Idesol hit own: Just two yens earlirr in
1073, he had hem nanrd along with
sia other people in a suit brought hy Ihe
Inletal Servilities and Exchange Com-
mission that |.ed him to the dealings of
O S financial Inc., a Socilhrin Cali—
fornia t-al eclair company. In a 76 page
compiaint, the SEC (barged the com

this case, Eastvold's Aloha Group—

transfers one unit to the non profit

club, and sells interval ownerships in

the useof the unit, When 48 or 50 club

week, are sold in that unit, the
developer transfers another and sales
continue. At Royal Aloha, sdes have
somersaulted so quickly that club inven—
tor boasts 120 million worth of prop—
erl; in Hawaii, Mexico. Lake Tahoe,

and Spain. And one lonely unit, which

burned down a few years ago, at Chalet

Village in Ocean Shores, Wash.

Where docs the Aloha Group get its
properties? Most are in existing condo—
minium buildings that the group is
buying up unit by unit. In some cases
an entire huildirg could be carved up
between several different time sharing
companies, as well as lull time condo
owners who have nothing to do with (he
time sharing A f-w of the units were
even owned hy members of the club's
board ol directors, who Sad them to
Eastvold, who sold them to the Aloha
Group, which transferred them to the
club.

And three ol the group's sites in
Hawaii, which are now-clubresorts, are
notownedhutitdtrd. The leases all tun
beyond the year 2000, and while the
Aloha Group's public oilering state—
ment tiled with Washington authorities
states coolly that they fully txftct lhe
leaos to be extended, thcte is no guar—
antee that they will Ire

Indeed, lika all recreational land
sdes, there's money to be nude in
time sharing In one Instance, tht
Aloha Group paid Kennrith Lacy (who

it,y

happens to be an olficer of the Aloha
Group) 167,310.32 for acondominium
in the Waikiki Skytower. With one-
week memnrberships  running  about
17,000, the Aloha Group stands to sell
that unit to the Club for 1336,000-
five times what they paid for it. Another
financing option the Aloha Group
contermplates, notes the Washington
registration papers, is selling the receiv—
able notes Irom club menbers to third
panics or pledging notes to third panies
as security for loars.

There's a third clement in the dedl,
and it is crucial to keeping the Royal
Aloha timesharing setup aboveboard.
It is Tellus Financial Service' Inc.,
which, as ol June 1978, has kept tabs
on Royal Aloha's membership roster,
sales anil mortgage payrents. Ac lord-
ingtosStilling Merita, aHonolulu Stjr-
Bulletin reporter, Tellus, whase prin—
cipals held mortgageson Smith's Ocein
Shores property, also advances loans lo
Royal Aloha.

“Tellus is the policeman in the
whole arrangement,” says Jon Pegg,
chief and registration attorney for
Weshington s Real Estate Division.
"They've goi an awful lot of work lo
do."

Tellus has n few corporate officers
who are famil ar naes in the wildly
complicated land development  garre.
President of fellus is Waller Gribben,
mentioned earlier as named in a huge
SEC complaint in 1973. He is also the
sare individual who, as controller of
much ol Ocean Shores property alter
Wendell West went btnkrupt, sold the

<<

sarsc

remaining 1500 ocean lots to Eastvold

and Smith in 1975 and put thembeck in

business. Gribben later landed in the

middle of a messive lawsuit a Ocean

Shores, in which a small local realior

there, Mike Moore, claimed that Grib—
ben, Eastvold, Smith, and a hot? ol

other defendants hed tried to run him
out of business. Moore charged that the
group conspired to use bribery, threats,

coercion, price-fixing and false advertis—
ing to try to run him out ol business

because his moderate prices and loa-

profile sales pitch didn t jibe with the

Gribbcrn/Eastvold/Smith style ol inflat—
ed prices and hype. And dirty tricks;

Moore alleged that the group also
threatened to report him to "the rea

estate commission, baud ol realtors.

IRS, FBI, and CIA” if he didn't

remove his low-price signs from the

Ocean Shores area, and that they tried

lo register and prevent him from
using bit own business name, Mike

Mootc Realty,

Another peculiar connection exists
between Royal Aloha anJ Tellus, which
claims la be a disinterested, indepen—
dent party servicing the club and its
developers. But Judd Kitk, a Seattle
lawyer who is an officer ol Tellus,
appea'son Royal Alohs's list ol its law-
v.rs and brokers around the country,

"That list must be inacc.ir He."
Kitk says. Adding a momrnt later,
"Oh, | know c hat that is. Maybe the
club wes trying to save noney and not
duplicate with mother lavwyer, and they
justlistme In ¢ someone wants local
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legal opinion.™

At the Royal Alohx Vacation Club,
it's business as usual, and by alt tr.cas-.
ure, neither Eastvold's clouded pm rrx
his rosier ol bclragurcd assodates hes
caused the club any trouble. Certainly,
Eastvold's new post as president ol the
Hawaii Time Share Association would
indicate his intent to keep Royal Aloha
on theright Hack. That intent is ail im—
portant, since Oregon, with its vacuum
«if regulation for the brand new indus—
try, can be compared to Washington
state of the '60s and '70s—a sitting
duck for land fraud.

There have been hints of trouble
aready, though. In June 1980, the
Ariiona Corpor ation Commission sus—
pended registration of Vacations inter—
national, the broker selling Royal Aloha
Vacation Club mermberships in Phoe—
nix. The commission charged the firm
with misrepresentation, fraud, and vio—
lation nl siaie laws. Eastvold told report—
ers a the Honolulu Stor-Bulldin that
Vacations International wes nut part ol
the Afoha Group, jus% a broker repre—
senting the company in Phoenix.

"We are cancelling our brokerage
agreement,” Eastvold told reporters,
"We are going to replace the firm with
another broker . in Phoenix."

A clean bresk with trouble? Not
entirely. JovrphConlin, the president ol
Vacations International, simply went to
Texas instead, whrrc he sold member—
ships for Royal Afoha in San Antonio
for nexrly a year after being run out o
Arirona .
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miym uaimiiniiwifliiM jnrrcDmrig-
nrnit cmity lexJ in ihe subdivision.

Accordingly, the siles literJture wu

charged, but ihe operation got irmo

toll trouble when stale olficuis lound

that Eutvcld wu selling parcels ol Und

that didn’t include legal access. The de—
sist and refrain order went back into

cifrtl.

Hastvold also orchestrated a land-
development project in Mexico called
San Antonio Shorn, sales ol which
were stopped eventually by the state cl
California in 1973. Two years later,
court ordered permar.cn.  injunction
spelled cut Eutvold's obligations in the
project, in which some 1,500 people,
mostly Californians, had invested an
estimated 110 million. The principal
problem wit that the dewvelopers
couldn't deliver the 99-year leases
they'd premised because San Antonio
Shorn wes within a coestal border area
where the Mcaican govermment limits
land ownership hy foreigners. Not thal
the property wu all that desirable in the
first place.

Ihe 1975 California Superior Court
injunction describes the beaches a. San
Antonio Shores: "'ncathcs, swimming
pools and other apparent recreational
waters thereabouts nmey he polluted,
unsafe and unhealthy, and that portions
thereul are grossly so, primarily hy
reason ol the area ol San Antonio
Shores being butdcned and  befouled
with the regular discharge...ol the
entire outflow ol the raw, untreated
scsvjge ol the city ol Tijuana.”

As part ol the court order, Eutvold
wu required tocanccl andreturn all the
promissory notes nude bj buyersol lots
a San Antonio Shores and to pay the
state ol California a civil penalty nf
325,(X0 in three payments r'.jun <
year ol the Srpicmber 1975 order. lhe
payments were never mede: Eutvold
says no one ever asked lor them

Hard limes

In February, 1968, Eastvold filed a
bankruptcy statermrent report—
ing 17d1.0(10in assets and 51.1 million
indrills. lle wes at (he time, lie told the
bankruptcy court, "a defendant or
judgment debtor in 70 or more law—
suits." lits bankruptcy, Srhrick sug—
gests, stemmed Irom a string ol new
recreational land development schermes
that didn't take.

While Eastvold wes pronmoting real
estate in California, his old Ocean
Shores partner, Moksha Smith, wes
busily building a recreational land
development empire burd in Washing—
ton that had holdings across the cunti-
nrntal United Stales, as well u in Mrai-
isi, Hawaii and Australia, tlusinrss wes
gntd, loo; in 1909, Smith's Wendell
West Co rang up total land salts of user
J30 million. Hut a year later it wes in
sharmbles. Throughout 1970, Wendell-
West's assets—land in New Mexico,
Hawaii, Australia, Wisconsin,
Arirnna, Mississippi, and at Washing—
ton's Ocean Shotes—adwindled u the
(altering company sold oil property and
1,9 tr.,n/tv through fori-rlosiires, tr

~ - iwvaMVVtwi.- v* = wsmuutsu, wivgw I1. 1(Ovui (icc gut! 1u yuu, WIIfl $ ~6mpfliCt Of

u.s. mandarine, a bouthcrn Cali—
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complaint, the SEC chatged the com— count.* Or purchase Ben forjusl $5.95 with r ~50 deposit |r\to.any EXIStIr:ﬂACC()uW

e el g ilton o Check or save and collect interest. '

Visitany Benj. Franklin oOice.open a NOW account, our checking accountthal pays you
MCDan_i9|S: too, keepscrpppiﬂgl{piﬂ 5.25% inleresl. and get200 personalized checks. FREE. Your interest is compounded

mnne_s.harems’ I_Ie hu since constantly for an elfedive annual yield 0f5.47% . You'll receive monthly itemized *
served as president o1 Smith's Harbor
Village Club in Ocean Shores, and lut
month bee ime executive vice-president
¢l Paradise Palms Vacation Club. 1l that until NOW have been idle Ina bank checldng account.
there's > center to -he timeshare
termpest. Paradise Palms is probably

stalemcnts, cancelled checks and balarMng sheetjust Eke ycj've
always received from a bants..And, you'lleat.t in:zreston dollars

Maintain a balance o f$3C0 and save up to $84 ayearin fees

| —chedon it: The club is under inves— that you could be charged atacommcndal! bank. Ifyour balance
tigation in Hawaii, and wu recently drops below the minimum during t. month, (here's only,

run out of Wuhington state by officials a $3 service charge.

}Aknirsistegjonregisteringitesasea’n It also pays to save with us. Because you'llearn
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prindpal in the largest timeshare disu-
ter to date, the bankrupt Stanley Hotel

project in Colorado, in which some 550% "Z" 12%

2,000 timeshare owners lost over 34 i 1 ifi 1
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benandM'Dmieh, Smith and Eutvold Charge it!

set up ttvi companies to merket their Apply fora Benj. Franklin VISA card. And take

new Ocean Shores land: Hobday Resort
Marketing, for domestic sales, headed
by Dave Udllert, a salesman for East—

cl., geanywhere in lhe world. Get a cash advance
up to $200 a day. up lo your credit Emil, at any Ben's

vold's ill-fated Salton Sea venture 15 Banket, our new system ofautomatic teller '

years earlier: and Intermational Reeort machines. There's no annual VISA fee.

Properties, whose president, Fl’edri(_?k We want lo be yorecomplete family financial

S_Chunmr'\AGSEUNOIdsmqrEym center. So come into »'< Benj. Franklin and gel your

his San Antonio Shores debade and .
-Nas'ﬁveryown Bens Ban /ou can startyourown coin

now sits on the Royal Aloha Vacation
Club's board ol directors.

Certainly, 315 million worth ol land J. * eef
is nothing to sniff at. Out what rtilly ’
excited Eutvold wu lhe prospect ol m
bringing Nevxda style casino gambling

“collection, today!-' '<w'

Bank and aave with an old friend.

lo Washington. That, ol course, would T h e
ha-" turned Ocean Shores land into
pure gold.

Would have, but didn't. Eattvold B e n J ot

served at attorney and prime stokesman
(or the Ox< ,u Shores-bascd  Commit—

!tjee for Tt -felbel" \Amsehy ; Initiatlt'fv: Frank lin

rivein 1976 fail just shy ol putting ‘

issue on -the Washington ballot. Un— TEDIRAI SMNGS AVD 18R ASM

daunted, Eutvold geared up again, $1 billion strong. Gervinfi Oregon since 1925.
although this time the group (ailed lo Mote than 50 offices throughout Oregon.
even submitsignatures  lorconsiders- ,

tiononthel977 Py then.  East- FSLIC ¢ns  visa 1

void had loaded west to market Ov.-m
Shores lots in Hawaii, and, just a year - R
Onc free gift per Account.
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On paper, anyway, Eastsnid wes
hralni to* post wilh Royal Aloha by Ids
wile, Ginny Simms. In February 19711,
tite first volume ol Pijm ony 1itjilintt,
the Club's official newsletter, lilts
Simms as Royal Afoha Vacation Cloh .

and "official interior docotat- . hs
or." Eutvold's name is nowhrre to be
'nind. lly 1979, though, when the
~iloha Group bird tu tfo business in
Wiashinglun. Euts-old wes topping the
new as president and chiel executive , -

officer. 1In
Gelling started In tlie timesliare
businessh s't difficult. All you need is / Dv A 0F f ( i
y

an tnisy -,les m i1, one condominium
unit, an,i hie nlsnx. Hie deveforr—in
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ByJEERT UKrUIAM M EX

HE'REAL ESTATE rontnct
found in the microfilm records

—— at the Grant County Court—
house wasdated April 3, 1972. unirus-.
likable evidence that Oregon’s real
estate laws had been broken. . i

Thus begin thestory of TopRanch, a
semi-arid Eastern Oregon cattle ranch
carved into five-acre ’ inks for sale to
American servicemen si .tinned in Oki—
nawa, Guam, Hong Kong and other
Far East bases. im

It was not a world-shaking story, not
even close to Watergate caliber. But it
wes agood yam with regional interest,
revealing how a land-sales company in
Washington state, Kamala Inc, was
using overseas sales agents to marker
Eastern Oregon ranchland as "recrea—
tional” lots, nor always bothering tc
inform buyers tha; they might rot be
allowed to build a house or abut on
their proper,y.

Like many news stories, Top Ranch
didn't last long. It petered out after a
couple of weeks when the Oregon Seal
Estate Division ordered Kamala Inc.,

! to desist and refrain from further sales.
Thai eifectively shut down the Top
Ranch operation, closing another brief
chapter in the checkered history of tha
recreational-land-sales business.

. But these was more to the Top Ranch
story than anyone rca'iired at the time.
As subsequent developments would
reveal, Top Ranch was merely one piece
of alarger story about land swindles on
an international scale— a story punctu—
ated by murder, issassliniiion and poli—
tic:! corruption.

It was a complex story that begin
amid the wreckage of two spectacular

, financial collapses in 1970-71—Ecmie
Comfeld's worldwide Investors Over—
seas Services mutual fund, and the
bankruptcy of the Seattle-based Wen-
dell-Wtlt Company, once billed as the
nation's largest read estate developer.
This wis the same Wendell-West, with
sings Pat Bocre as a partner, that
develcped Ocein Shores on the Wash—
ington coast and the Bsyshore develop—
ment on the Oregon Coast at Walldpcrt.

Eventually, through a series
ponding holiness relationships and
events, the story would include such
diverse personalities as Ned Warren,
the reputed "godfather" of Arirona
land fraud; Sen. Barry Goldwater
(R-Arir.), who, on shcrt notice, sup—
plied Warren with aletter that would be
used lo sell worthless Atirona land to
servicemen in the Pacific; Dan Bolles,
the Phoenix newspaper reporter killed
by aerr bomb in 1976; and Ray Ryin,
an oil millionaire who kept getting in
trouble because of mobitrr contacts,
fatal trouble. »

1 Most of the additional details surfaced

I'jp when Investigative Reporters and Edi-

tors IreY conducted its 1976-77 o.obe

-fs\ of land (i atid, organired crime ana poli-
| -jr.tiesl corruption in Arizona; derails
C | e gle.vnd Iror. depositions, transcripts of
At' bankruptcy hearings, law enforcement
at..

[l

Pitin turn tofix* 7

investigative reports, newspape
pines and numerous iratervieww

« It begara Ira 1971 when the Wen
Cell-West Company filed what was then
reputedly the largest Chapter XI1 bank-
rup)cy(reorganization) in the history of
the United States with creditors' claims
totaling S70,C00,0C0.

V Concerned that stigma tom the
bankruptcy proceeding might Inpede
‘ attempts to revive the firm, three Wen-
dell-West  partners—Moksha Smith,
Lawrence C. Angell and A.J. Hut on
1Jr.—decided to get afresh start with a
[ fresh name. They formeda new corpo. -
J auoi. called Kamala Inc. with Wen—
dell-West owning 63 per cent of the
stock, and begara developing new pro—
jects for the land-sales market. Top
Ranch was one of them. -
Meanwhile, 5,000 miles away in the
Orient, some ot Bemie Comfeld’'s
former salesmen, unemployedfollowing
the 10S collapse, also were forging a
new corporate identity. They formed a
corporation of their own to sell such
things asm .ual funds and debentures,
calling it Capital Management Systems

lﬁ%wo CMS organiters, Elmore Cotton
and David Martin, journeyed to Palm
Springs, Calif., to visit Ray Ryan, a
wealthy Indiana oilman with a penchant
for high-stakes gambling and friend—
ships with mobsters. At the time, in
fact, Ryan wes appealing his 1970 con—
viction for obstruction of justicein con—
nection with destruction of records
showing that three eastern Mafia lead—
ers had been given gift memberships in
the plush Mt. Kenya Safari Club in
Africa, which Ryan oo-owned with
actor William Holden.

Exactly why they chose to visit Ryan
is unclear, although it is probable that
Ryan's son-in-law, Eob Kaplan, a
young Beverly Hills stockbroker who
would later become president of CMS.
helped pave the wav. In any event, Ryan

, —a major creditor of Wendell-West
with a vested interest in the reorganiza—
tion of the troubled firm—sent Colton
and Martin to Seattle tc see Moksha

Smith, president of Kamala. -

)

Thai's how CMS got into the over—
sees land-sales business, according ro
all accounts. The CMS salesmen needed
a product to sell overseas; Kamala had
the land to sell and needed agents.
Moksha Smith even loaned one of his
top salesmento CMS. -

Oh yes, CMS provided 550,000 to
Kamala in return for 30 per cent of the
Kamala stock. The first sales project
overseas: selling lots in Rinirock Mea-
dons, a Kamala Inc., development in
Eastern Washington.

Moksha Smith, according to these
accounts, also steered CMS toward
another supplier of ‘ 'recreational” land
—Ned Warrm, a convicted on man
and swindler t vwould acqu.. t notori-
tty as the '*godfather"” ol Ari ona land
fraud. Befriending politicians and brib—
ing reat-esiate officials, Warten operat—
edwith virtual impunity for many years
in Arizona. .

Warten said in a depovition that his
Erst contact with CMS wes in
mid-1971. “1 spoke with Moksha
Smith who wes interested through
Wendell-West corporation in idling
certain properties owned by CMC
[Warren's firm] He asked me to make a
trip with him to the Philippines and at
that time f [was] introduced to several
people, among which were Mr. Kaplan
of CMS.” Warren said.

The result of that meeting was an
agreement to begin selling some Arizo—
na property known at Chino Meadows.
Later, in Septerrber. 1971, Warren
made another trip to the Far East and
persuadedGMS lose" anew property to
the overseas U.S. military personnel—
something called Chino Grande Ranch-

]

)

- j-

’ Qiino Grande Rancheaies turned out |
tobeanillegal Arizona subdivision, and ;
alliheevidemceindicatedihatCMSvm j
die victim ol another Warren swindle, j

CMS eventually learned that the ,
Chino Grande Ranchettea it had been |
peddling to servicemen consisted of |
rocky land with steep slopes, vertical
rock cliffs and almost impossible access.
CMS attempted to make good to its
customers, offering refunds or an ex—
change for alternate Und of equal or
better value. °, >
= It wes during the course of a 1973
investigation of recreational-land veles
in Oregon that the Emgins R *-W-
ctari gotatiptocheck landsi an+
inctsfor Kamala'sTop Ranch pc .sty
north of Monument in Grant C  ty.

A search of the microfilmev. Jced
records produced a contract showing
that Leslie D. Chapman, an Air Force
sergeant, bought a Top Ranch lot on
April 3.1972.;

Thu date wes highly significant
because it was mote than two months
beroretheJune7,1972, issuance of the

I Top Ranch public report by the Oregon
" Real Estate Division. The public report
,is a disclosure statement about tht
property being sold; under Oregon law,
do property in such a recreational sub—
division can be sold legally until the
. publ'c report is issued. Thus, the rea-
estatecontract wasprim aficit evidence
of anillegal sale. - e -

Telephone calls to other servicemen
who bought Top Ranch parcels while
overseas indicated that others also had
not b«n shown the public report

In the case of Top Ranch, the public
report was particularly important
broause it disclosed, in capfral letters,
that the land wes unsuitable for subsur—
face sewage disposal, meaning no septic
tanks. That also meant tint a buyer
couldn't get a building permit to erect a
house or cabin on the property.

This fact surprised some of the buyrrs
contacted by the Regisitr-Giwrd Who
said they had bctn led to believe by the
salesimen that they wouldn't have any
problem with sewage or with building
*ny kind of structure on a Top Ranch
lot. =t' 'Ts « -,Jy-

The Oregon Student Public Interest

./irResearch Group, working independent-
.2 Ip™-.ly on an investigation of Top Ranch,
jrf. also reported initances of servicemen
as>V saying they had not been shown public

; reports before purchasing. ,e.viA
.. Moksha Smith, reached hy telephone

v *in Seittle, claimed to have signed

e

f

VA

docurments showing that all Top Ranch
buyers had been provided with tlie
public leporu. But he had trouble ex- 1
plaining how buyers who made their *
purchases prior to the issuance of the
report could have been given the report
before, other than to say that perhaps
some of the overseaj agents “jumped
the gun" on some sales.
rs**:*, wH

On June 2, 1976, At :oru> Republic
investigative reporter 1Y.n Bolles drove
to ahotel on North Central Z\venue in
Phoenix to meet a tipster. Tlie tipster
didn’ t show up. Bolles made a telephone
call, thrn sve.it back outside and climb—
ed into his new white Datsun and
started to back out ol the pirkjng spece.

A bonmb blast blew apart the Datsun.
Bolles wes mortally wounded, one leg
blown completely away, other limbs

mangled.
: Who attached the radio-controlled
bomb to his car? Who touched it offi' |
And why? These questions went unan—
swered for months ai Phoenix police |
checked out clues. . v* )
It wis during this time that the nimt-, *
ol Sen. Barry Goldwater and Capital
Management Systens Lad. leaped into'
vninence. tl "v.Vvm'- 34, 7!
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which ctntrrf a no-contest, plea, wes
finedSI.COOon eachof L9counis(sus- :
pmded) and placed on three years pro—
bation. = . =

« Ned Wanm, who eluded success-
ful prosecution for many years in An-,
inna, finally was convicted ol bribery-,
and land fraud. He died last year in the
prison ward of acounty hospital. 1le had
been in ill health for yeara after hiving
triple by pess surgery in 1977. -]

= Capital Management Systermns Ltd., j
apparently suffered mortal financial
woundsin its dealings with Warren and
tided from sight. The cutrent tutus of
CMS is unknown. .- >

* Edward Laaar, Warren's right--
hand man, quit the land-sales business .
and. in February L975, on the eve of-
testifying to a grand jury about War—
ren’s payoFs to the lormer real estate
commissic.ser, was'shot to death in an «
underground parking garage in Phoe—
nix. Five shots from a .22 caliber wea—
pon. ft remains an unsolved murder.

* Ray Ryan, the wealthy Indiana oil—
man. wes blown to bits on Oct. 18, .
1977, when adynamite bomb exploded
in the trunk of his Lincoln Continental
in Evansville, InA News accountsofthe
bombing recalled that Ryan had testified
in 1965 against two Mafia figures who
were convicted ol trying to extort
560,000 a year in protection money.
Ryin's murder remains unsolved, but
tlie manner of his execution suggested a
mob contract. A federal .grand jury
investigated but returned no,indict—

= And Top Ranch? What about he
servicemen who bought the five re
lots on contract? A few asked ir ,id
received refunds after the p . ur-
Guard's Gist disclosuresin1 . Some
buyers grew discouraged an ,uil pay—
ing. Grant County Axsexso. -Jfie Bux—
ton says several lots have been sold at
sheriffs sales for unpaid property lares..
Other buyers hung on. Burton recalls a
barrage of complaints when the asses—
sor’s oftice lowered the value, on Top.
flinch lots after all the trouble erupted..
"They were mad as heck. There are
still some people who think they liave-
something," Burton says- . f



Developer George Donoiaii at \'orth Carolina's Fairfield Mountains
"We have to be very careful that the bad doesn't drive out the good."

Tim esharing

resorts are a booming busi-

ness these days. Could they be the Eighties'
equivalent o frealestate investment trusts?

By Carol E. Curtis

I t" sunset, and tunc tor the Ja-

cuzzi. Beyond your room -sizc,

mirror-lined bathroom, the mas-
ter bedroom suite opensonto a majes-
tic view of the Blue Ridge M ountains.
The softstrains of piped-in music spill
over to the two upper levels, where a
second bedroom

gourmet kitchen, a

and living room with a stone fireplace

open onto the same spectacular view .

The golf course, pool and tennis com -

plex are hut a walk iway.
Welcome to Fairfield Mountains.
For $16,000 you can own the suite,

along with the view and the lacuzzi,

for two weeks each year lor the rest of

Its estimated -10-year life. For $12.$
weekly maintenance each year, you
w ill never have to worry about up-
keep. Decorator furniture, linens and

dishes are included.

na

l e s s

If this sounds like a good deal, it
is— perhaps for you, hut certainly lor
Fairfield Com m unities, Inc. Alter it
sells you two weeks at its Fox Run

development in the North Carolina

mountains, Fairfield hopes to sell tin
other 48 weeks (two weeks each year
are open for maintenance) at prices of
Total

up to $11,000 each week. rev-

enues of the unit: $275,000. That's

$150,000 more than the going price il
the sold
buyer fot $125,000.

unit were outright to one
Since time-share
owners pay upkeep, F.utlicld's operat-
Profits aren’'t.

to build this

are minim al.
spent $78,000

ing costs
Fairfield

particular unit, meaning that even

w ith the high cost ol sales its pretax

margins are as high as 50% .
The

scene shifts to Colorado. Next

to the Stanley Hotel in Lstcs Park— a
turn ol-the-century struc-

the

ram bling,

ture that was inspiration for the

movie The Shlnlng— there is a pile of

dirt. It is all that rem ains of a plan to

turn the Stanley into a time-share re-

soit The Stanley is now in bankrupt-

fames Quincy, a partnei in

the project, persuaded 2,000 "owners"

cy ifter

to pay $10 million for weekly units.

State attorneys say the money was

dissipated in cost overruns an., large

sales com missions. Quincy moved on

to sell time-share projects in Wash-

ington and Haw aii.
W hich

scenario is closer to the fu-

rure of time sharing- The question is

not academic. The idea of selling off a

resort in week-long slices started, in
the mid-Scventies, as a mechanism
for bailing out ailing projects. But
since then, time-sharing has become
big business. From almost nothing
five years ago, the own-a-vacation in-

dustry has grown to $1.5 billion ayear
in sales. It includes everything from

converted motels to self-contained

complexes— such as Captran's Sanibel
Beach Club, in Florida— built from the
ground up for time-sharing.

vacation

Customers basically buy

homes or apartments for weekly in-
tervals. Purchases are of two types:
Customers get title to a fraction of

iheir unit, a so-called fee sim ple trans-

action. Or, in what is called a right-to-

use arrangement, they sim ply receive
a week or more, usually for 25 to 40
years. At the moment, there are-
270,000 time-share owners in the
uU.Ss., w ith some 270 companies
hawkm g pieces ol 450 resorts. Puces
range from $1,700 per week to as
much as $26,000.

This boom has come as soaring in -

terest rates have pushed owncislnpof
a vacation home out of the reach of the

middle class. At the same time, rising

NmillS SEI'TEMIU Kk 4. Ivsi
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hotel costs make the idea oflocking in
future vacations at today's prices ap-
pealing. There is the promise ofequity,
too. In fee simple purchases (about
60% ofall time-share sales), financing
iscommonly handled just like a home
mortgage. As the buyer pays off his
loan, he builds equity equal to the
fraction of the unit he has purchased.
There is, however, no equity buildup
in right-to-use projects, which are of-
ten priced lower as aresult.

For developers, the lure is clear: a
broader market and a higher per-unit
sales price. Financing is relatively
easy to come by, too. Many lenders
arc active in time-sharing, including
large banks, such as Citibank and
Mellon. Lenders like the business be-
cause interest rates are often higher
than conventional mortgage loans.

From a buyer's point of view, how -

ever, time-sharing involves more than

its share of risks. "The idea may he
simple. In operation, however, it is
proving extremely complex,” warns

Alan Schlaifcr, an attorney with the
Federal Trade Com mission who over-
sees time-share complaints. At the
moment, the fast-growing industry
shows several signs of overexpansion
and potential trouble ahead. Among
tl c danger signals:

« A ready availability of projects to
convert and the promise of large
amounts of upfront cash make tim e-
sharing an easy business to enter.
This, unfortunately,sometimes brings
in undercapitalized, inexperienced—
oreven disreputable—operators.

e Heavy use ot time share units
means a growing financial burden for
owners as properties age; the cost of
this extra wear-and-tear may not be
refle ted in maintenance fees.

e lime-sharing's high selling costs
provide for fat com missions, which
can breed deceptive market pract es.

* Most time-share purchases are
made with a view to exchanging with
other owners, often in desirable loca-
tions such as Haw aii or Europe. This
is a complicated, untried procedure
th.it may not work.

At the moment, time-sharing is
largely unregulated. It falls between
the cracks of fedei | disclosure rules
involving land s* s, and only 17.
states have spedi.- legislation that
applies to the industry. Not surpris-
ingly, a host of colorful characters are
involved — including developers like
the Stanley lintel's Quincy and Leon-
ard Rosen of the infamous underwater
land sales scam Ace box, /> 1lti). And
there's Encrdinc, a company that
started out selling vitam ins, then
switched to time-sharing last Decem -

ber, three months after going public.
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That's the reaction that’s made
Puerto Rican Gold Rum one of the
most popular and fastest groning
liquors in America tocky.

Any way you try it. Gold Rum is
asmooth alternative to bourbons,
blends, Canadians—even Scotch.

Enjoy it on the rocks, or with a
dash of soda or your favorite mixer.
The firsr sin will ameze you. The
second will convert you.

Make sure the rum is Puerto
Rican. The people of Puerto Rico
have been making rum for almost
five centuries. Their specialized skills
and dedication result in a rumof
exceptional taste and purity.

No wonder over 85% of
the rum sold in this country
comes from Puerto Rico.

pucrto Ricnn Rums
Aged for smoothness and taste.

Forlrou Rumsol PuUMORico reciEes wile Pgeario RicanRu

Oopf FQ1 1290 Avenuuof the America), N Y. N

10002 C1 OGovurnrmﬁPol PwMORICO



It plans to sell units in Miam i Beach,

but corporate otficcs are still in a San
Diego drug warehouse.
A sponsor's stability is particularly

important in time-sharing because

each unit may have as many as 50

different owners. That means the de-
veloper had better notwalk away after
a project is sold out. He, orsomeone he
hires, has to be responsible forongoing
cleaning and upkeep. Typically, own-
ers pay a maintenance fee each time
they use the unit. Such fees rise every
year at most resorts, in some cases by

as much as 40%, So far,

though com plaints have been

few, it remains to be seen

whether such charges will

skyrocket as properties age.

The advertisements of
some resorts, such as the
Sand and Surf, a Daytona

Beach motel owned by M ass

Enterprises Inc., claim there
are 110 m aintenance fees.
Salesmen say that mainte-
nance costs will be paid from
the interest collected on an
escrow account. But critics
regard such aggressive pro-

motion as an example of an-

other looming problem for

trie industry.

M arketing costs at many

time-share resorts are 55% of

revenues, with com missions

typically over 10% . W ith de-

velopers' carrying charges of-

ten well above the prime

rate, there is tremendous

pressure to merchan-
dise. This

wants .].U.

mitmeni from a buyer on his

move
means a salesman
immediate com -

first visit to a property. In
like

Ha-

popular vacation spots

Las Vegas, Florida and

tactics
be-

w aii, high-pressure

and dubious claims are

coming notorious.
In Haw aii, for example,

time-sharing has become a

$100 million-a-year industry

over the last decade. li is also

the leading source of com -

plaints at the Better Business

Bureau.

Haw aii passed laws egulatingtime-
sharing last year, and state officials say
(heir

anywhere. Still,

scrutiny is among the toughest
the selling takes on a
carnival atmosphere: Pamphleteers
descend on beachgoers with promises
of free meals for sitting through pre-
.sentations, and some Hawaii tourist
packages now advertise that they are

time-share gim micks,

h is Florida,

s re to buy m ay lie the greatest. The

however, where pres-

1U,

Sunshine State is the home ofone out

of every four time-share resorts. M any

of them are former motels that have

been converted with minimal remod-

eling. Salesmen readily adm it market-

ing costs arc so high that they want to

sell a unit the same day a prospect

comes to look. It is common for Flor-

ida time-share salesmen to stress the
investment value of ownership—even

though there is at present no proven

resale market. Another come-on s

the privilege of i.-xchanging time in,

say, Miami Beach or Ft. Lauderdale

Kdl's /an Del/win (ind m/e Chris
Can they handle 1 million members?

for an equivalent or better week

somewhere else.

Despite the aggressive pitchman-

ship, many time-share owners profess

to he satisfied with their purchase.

Take A! Blalock, .1personne| manager

at General M ills who spent S 16,0()()
for 1 month at Fairlicld Harbour ]Jl
North Carolina. "If you own .1second

home," lie says, "you feel com m itted

to being there. This way, we can trade
to go to New England, the Virgin Is-

lands and Europe, We're planning to

do all this by exchanging."

The Blalocks, like mostothers, have

owned theirunittorlustoneyear.They
haven't seen how their vacation home
looks after hundreds of other owners
have trampled the carpet and barbe-
cued on the terrace. Norhave theyactu-
ally traded it forasim ilarly cozy spotin
M auiorMonaco. How wellthatworks
for them and hundreds of thousands of
other owners sm all

depends on two

companies, Indiana-based Resort Con -

dominiums International (RCIl) and
Miami-based Interval International.
RCI, which handles two

thirds ofall exchanges, iscru-

cial to the industry. Without

the exchange privilege it pro-
vides, time-share developers
concede it would be difficult,
if not impossible, to sell buy-
the

ers on vacationing in

same spot for 30

"If RCI

years or

moro. defaults,”” says

one time-share developer,

"the industry would he in se-

rious trouble.”

The growth of RCI1 has
been phenomenal. The fam -
ily-owned operation is head-

ed by Jon DeHaan, a self-de-

scribed Ph.D. drop-out who

got started selling camping

parks coast-to-coast. W hen
his camping

killed hy

scheme was

tlie energy crisis,

DeHaan set up a condomin-

ium exchange program. He

started RC1 with Ins wife sev-

en years ago, iust as time-

sharing Some

540

came along.
resorts around the world
have signed on with RCI—
Las

ski

ranging Irum motels in

Vegas to supcrluxurinus

condominiums in Vail, Colo.

The firm has over 130,000

individual members and han-

dled, 20,000 exchanges last

year. Del laan claim s he

placed 90% ,if the members
who wanted to use RCl's ser-
vices last year.

RCIl's rev.inies come from

individuals, who pay a $39

membership fee and 2 IB per
exchange. Resorts also ante ep $4,900
the De-

Haan, "By 1990, we should he a $1U0

to he put into system . Says

m illion company. We are gearing up
to handle a million members a year."

But there arc obvious problems. Ev-

eryone wants to go to lavish fun-iii-
the-sun spots like Hawaii or ski re-
soits like Vail. Fewer folks want Ar-
kansas or the Poeonos. Conflicts are

resolved hy giving exchange priority
to members with desirable units.

Dellaan alsoclaim s to rcicct 30% to

FOKHES. SLITEMI'LK U. MK



35% ofihe resorts that apply formem - national Vacations, a company with time-sharing. Salesmen pitch the

bership. He will not, for example, ac- 12 resorts in six states, for misrepre- privilege as what amounts to a free,
cept resorts consisting only of small sentation and failure to maintain its unlimited access to equivalent facili-
efficiency apartments. After all, who properties. Still, the Grand Flamingo, a ties just aboutanywhere. So far, use of
wants to vacation, even at the beach, Las Vegas property operated by Leon- the swapping option has been lim ited,
with the whole family in one room? ard Rosen, is now on RCI's roster. with customers still enjoying their
Interval International, RCl's smaller M any outsiders see potential dissat- first week or two at "home" units.
rival, is moving to suspend the ex- isfaction with the exchange system as Once the urge to vacation elsewhere
change privileges of American Inter- the majorimmediate challenge facing comes, many owners are likely to be

Has he got a deal foryou?

In the Sixties, high-pressure real dered by the state tc stop giving on a right-to-use basis. Owners get
estate men managed to sell under- out, since its official projection no equity, just a 25-to-30-year
water lots. In the Seventies, it was showed a net addition of only block of vacation time. In Las Ve-
the desert land boom. Now, at least 4,000 people by a020. gas, they pay $4,000 to $6,250 per
for one of the players, the new M ore than a decade later, Cal- week at each of the resorts, plus
game is resort time-sharing. vada boasts over 100 homes. Rosen $140 to $200 a week maintenance
Leonard Rosen, 65, first caught is fighting a suil from numerous for each visit. To reassure buyers,
the public's eye two decades ago buyers charging they were misled PEC has established a30-year trust
w ith his creative land sales prac- about land values. In one case, a w ith the Bank of California, which
tices in Florida. Many of the lots group of West German investors holds title as trustee to its resort
sold through his Gulf American charged that they paid grossly in- properties. BankCal collects pay-
J.and Corp. were literally under wa- flated land prices that bore no rela- ments and handles expenses. "The
ter. There was a wave of scandal, tion to land values in the area. Says purpose of this trust is to protect
but no charges wi.'c filed against one Las Vegas real estate broker, the buyer,” says Hal Billings, a
Rosen personally. In 1969 he sold "W hen someonecall; tsaboutsell- BankCal trust officer.
Gulf American and left Florida. ing a piece of property they bought Owners at Rosen's Las Vegas re-
Rosen next popped up in Nevada. in Calvada, we laugh.”" Rosen and sort seem fairly satisfied so far.
He moved into desert real estate in PEC are still in the Nevada leal "We have no complaints,” says
1970 through Preferred Equities estate business. postal worker Wayne Coffman,
Corp., a company that opened a This time the big push is time- who with wife Jacque paid $3,600
development called Calvada, 60 sharing. Rosen's vehicle is Vaca- for a one-week share in a junior
m iles west of Las Vegas. I'"EC sales- tion Spa Resorts, a division of Scot- one-bedroom at the W hite Sands.
men were pushing $8,400 lots with tish Inns of America, with three Then there's Lottie Arnold, a di-
the promise that Calvada would properties: the Grand Flamingo in vorced secretary who paid $3,900
turn into another Las Vegas strip. Las Vegas, the Reno Spa and W hite for a unit at the Grand Flamingo in
Eager salesmen told prospects that Sands in Hawaii. Vacation Spa Las Vegas, "l enjoy it so much,”
the town's population would soar claims to have 9,500 owners at its she says. “How can you go
by 50,000— a figure Rosen was or- three clubs, in which time is sold wrong?"— Ellen Paris

Lottie Arnold hi her mm hi the hniiid lliniun”o
“How can you go wrong?”
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disappointed. is, how
IRC 1]

lance over so many member resorts?"

"The question
can they properly keep surveil-
says FTC attorney Schlaifer.
better-established
Fairfield

Bigger,
lik e

compa-

nies, or Captran, will

perhaps eventually develop their own
exchange networks. M eanwhile, even

in an era of deregulation, there is the

potential for federal involvement

(mostlikely by the FederalTrade Com -

m ission) if states aren't successful in

lim iting the marketing abuses endem -
ic in the industry. "W e have to be very

careful that the bad doesn't drive out

the good,” warns George Donovan,

president and chief operating officer of

Fairfield Com munities, the fourth-

largest time-share developer, with an-
nual revenues ofS100 m illion.

High interest rates pose another se-
rious long-term problem. W ith today's
cost what if

structure, a developer

can't sell out a time-sharing project?
Or, what if buyers fail to keep up their
Owners with

is half boarded

own payments? one

week at a resort that

up can hardly enjoy their holidays.
More likely, however, th*y will never
even show wup at all. Instead, they
could face a welter of litigation and
the prospect of a va .'"*>on "invest-
ment" that provides li ttle more in the
way of fun than the opportunity to
report a hefty tax loss to the Internal

Revenue Service.

M eanwhile, how will the Blalocks

fare when they want to trade North
Carolina forthe Virgin Islands? Ask the
W alter (acksons. They own a unit in
Daytona Beach, which they have not
yet visited, and were counting on RCI
to fix them upin Haw aii. Afterweeks of
negotiating, the Jacksons wound up at
the

Fairfield Harbour, 20 miles from

beach in North Carolina.

It's not so bad, though. Mrs. Jack-

son had a good time, and the couple
the ex-

“"The

isn't losing sleep about how

change will work next year.

worst that could happen,” she says,
"is that we would be stuck with two
weeks in Daytona."

Let's hope she's right. =

What the salesman won T tellyou

if you are on the beach at M aui and
atime-share salesman comesalong

offering a free champagne brunch

just for listening to a sales presen-

tation, the bait can be alluring. Be-

fore biting, though, here arc some

things you may want to consider.

Back away from the marketing

hoopla and make some simple cal-
culations. Owning the right to two

weeks at a time-share in a choice

spot such as Hawaii or Nantucket
costs roughly $13,000. In addition,

you will have to pay an annual

m aintenance charge. It is perhaps

$250 now and will surely rise with

inflation.

For comparison purposes, as-

sume you bought your unit out-

right. locked i/a today's high

bonds,

If you

rates on tax-free municipal

you could be earning $1,300 per
year on $13,000. Add your time-
share maintenance fee to that in-

come, and spending $100 per night

for two weeks in a hotel is cheaper

than owning a time-share.

By buying the unit, you are bet-

ting that its resale value will

crease faster than the cost of com -

parable room rental rates. They

w ill riser with inflation, of course,

rapidly than
This

but perhaps no more

your maintenance costs. lei-

sure-time "investment" also

strains your holiday flexibility: In
many cases you can use your space
only during the specific two weeks

you select now. It, five years hence,

you develop a belated passion for
skiing, too bad.
As for shopping tips, find out

whether your unit is an ownership
interest (fee simple) or just a block
of time

W ith

at a resort (right-to-use).

ownership, you have a

chance to build equity, a voice in
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in-

con-

management and lim ited tax bene-

fits. Right-to-use, while not offer-

ing equity, generally costs less and

carries less management responsi-
b ility- a plus for some buyers.

Th re is, of course, the possibil-
ity of ecpital appreciation at own -
ership resorts. Over the past six
months the average price of a tim e-
share wunit rose from $5,200 to
$6,500 a week. But, with real es-

tate values falling, it seems unlike-

ly that such increases w ill contin-

ue. The industry is too new for a

resale market to have developed.

Also, if your unit is right-to-use,

your resale rights may be limited.

Though the resort you buy into

probably will belong to an ex-

change service, there is no guaran

The WitherJacksonsin North Carolina

Fun,yea—but hardly Hawaii.

tec that yourright to exchange will

work a demand

' build.

planned once

starts You may have to

settle for a third or fourth choice,

ornone atall. You will almost ccr- -«

tainly not be able to trade up to a

bigger unit or a higher season.

Don't forget that most owner- " ;,

ship contracts provide for in-"

creases in management fees. They

also provide for additional assess-
ments for major expenses such as a
new roof. Right-to-use resorts
charge an annual maintenance fee,
now averaging less than $200.

To protect against soarir.g oper-

ating costs, it is essential to know
how Jlong-term management has
been provided for. Carl Burlin-
game, publisher of the magazine
Resort Timus/xtring 7belay, secs this -

as the best tip-off to the quality of a

time-share resort. Ask to see the

operating budget. Cost projections

should be detailed and based on
actual experience with a reason-
able adjustment for future infla-
tion. The best developers often
form theii own management sub-

sidiaries. After a project is sold out

and management responsibilities

pass to the new owners, they can

then hire back the same firm .
Finally, have a lawyer review the

contract. You should have protec-

tion against default by the builder/

seller on loans, perhaps through a

so-called nondisturbance clause.

Provisions should deal effectively,

with co-owners who fail to pay,
give up possession, or carelessly
damage property. There should
also be a waiver cif the right to

tenants-in-common

This

partition in

time-shares. keeps a single

owner from suing to force the sale

of the entire building.— C.E.C.
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There are some encouraging signs thatthe

IRS may finally

begin to

clean the

up

inequities in foreign tax credits.

By Karen Cook

looks as if the IRS is finally

J t

getting ready to straighten out the

mess in foreign tax credits. Tlie

U.S. government has always tried to

ease the tax burdens felt by compa-

nies doing business overseas. But

even as the Carter Adm inistration en-

10 do

such plans in

couraged companies business

abroad, it undermined
late 1980. Mucking up the al-
giving
it al-

ready messy rules for

foreign tax credits made

most impossible for compa-

nies to plan their taxes. Even

now, the IRS seems thorough-

ly confused about the issue.

Granted, it's a tricky area.

Mere's how foreign tax credits

work: Let's say a company
makes S| million abroad. Be-
cause the [IRS taxes foreign

earnings at U.S. corporate tax

rates, the firm might receive a

bill for S460.Q0G in U.S. taxes— at the
46% rate. Now let's suppose the for-
eign country has a tax rate of 50% .

The company would pay 5500,000 to
the foreign country and then 46% of

the remainder to the U.S. govern-
ment. That would leave profits at a
mere 5270,000 with an overall tax

rate of 75%. Nobody would do busi-

ness in that kind of tax environment.

So, the U.S. government, offers for-

eign tax credits. If the foreign income

tax payment is ruled “"creditable"

against U.S. taxes, then the company

has to pay only U.S. taxes on its

foreign earnings—when the effective

foreign tax rate is less than 46%.
Beyond that, it pays nothing to the
U.S. government.

At least that was ihe idea. But when

lit

soaring oil prices and profits in the
M iddle East hit in the late 1970s, it
occurred to the Treasury that there
v.as a mighty fine line between in-
come taxes paid to foreign govern-
ments and royalties paid for such
things as drilling rights.

As is par (or the course, the IRS
solution amounted to overkill. For ex-

Saudi Arabia

but an 85%

ample, imposes a 45%

income tax, tax that ap-

plies specifically to oil com panies. So

the U.S. government could claim that

Saudi Arabia has no income tax for oil

companies and is collecting an 85%

tax that isn't an income tax at all. No

income tax, no income tax credits.
That's just one example. Construc-
tion companies and even the motion
picture industry run the risk that they
may not get credits for taxes levied on

gross receipts, interest payments or

anything not explicitly labeled as an

income tax. This causes considerable
insecurity on the part of many firms.

"W e've got what might be a major

commercial project on the Ivory
Coast that could be worth several
hundred m illion " says [oseph
O'Toole, general tax officer lor Phil-
lips Pi troleum, "and we're hoping lor

Edited By Richard Greene

a favorable ruling from the IRS. We've

been waiting for six months." And if

the IRS turns them down? "We would

be seriously concerned.”

There are far worse cases. "The

AICPA and the American Bar Associ-

ation asked for rulings from the IRS

on the crcditability of taxes from six
of our major

trading partners,” says

Paul Bodner, international tax partner

for Main Hurdman. "They ended up
not ruling on half of them. They
seemed * >0 puzzled, and finally said,
'We justdon't know how togo."" The

m atter was then dropped.

To circumvent that problem, Brit-

ain and Canada have made renewed

efforts to sign tax treaties with the

invest-
IRS"

U.S. government to encourage

ment there. By going over the
head, these treaties would ensure that
their taxes will be creditable no mat-
ter what the Service says.
Sidestepping the problem, however,
works only some of the time. For ex-
ample, it's very difficult to design tax
treaties that will be effective with the
more primitive tax systems of under-
developed nations or OPEC countries.
"They don't have all the complex reg-

ulations that we do,” says Edward Sa-

perstein, a partner at Ernst fk W hin-
ney. "We know what realized
net income is. But they may

think they're getting at net in -

come when they arc taxing
something lik e gross re-
ceipts.” So reaching agree-
ment on such points is tough.

"W e're trying to impose one of
the most complicated tax sys-

tems in the world on every-

body else,” Saperstein adds.

The real problem with the

new regulations may lie with

small firms that can't absorb

the loss of a tax credit and don't have

access to tax expertise to warn them

of the danger. "Some sm all architec-

tural firm might go down to Latin

America and not have a general tax

counsel, and make an agreement to
build a building,” says Saperstein.
“"Later they might say, 'Hey, we

thought we'd get income tax credit,’

and then lind out, 'No, we don't." "
The real irony of ihe November
1980 regulations is that the IRS has
hardly gotten a penny of increased
revenues from them. Says Edward
Norton, a spokesman for Mobil, "I
don't think anybody has actually
paid any of these taxes to the U.S.

government.”

But change is in the wind. The Rea-

gan tax package calls for a proposal

FORRES, SEITEMRER 14. 1VSI



November 5, 1932

Ms. Karen Hill

Sweetwater

50 South Main, Suite 1100
Salt Lake City, Utah 84144

Dear Ms. Hill:

This will acknowledge and thank you for your recent correspondence
concerning timeshare projects, Sweetwater Kauai Condoshare Project 1 and
Sweetwater San Diego Condoshare Project |I.

Gased upon representations that have been made in the submitted written
materials, it appears that Sweetwater will he selling fee simple interests
in the timeshare units.

You have asked for a "no action” letter. The divisir;j is not 1issuing

"no action" letters. In the absence of clear I*hi"-.*ative intent in this
area, we are taking each program on a case-by-case basis. 0ur experi—
ence has been that often the oral representations of sales personnel
differ from the written materials and such representations create condi—
tions which bring the securities act into play thus requiring -pastr.sales
enforcement action on our part. PysT

Properties are to be sold in Alaska through a licensed Alaska realtor,
and the division suggests you contact the Alaska Real Estate Commission,
620 East 10th Avenue, Room 203, Anchorage, Alaska 99501. Their tele—
phone number 1is (907) 272-5500.

Sincerely

Lawrence p. Oarroll
Senior Securities Exaniner

LPC/cwd27D13



? " " Tribune (San Diego, k Ca."), ~2/22/82, og. D-1I.
T im e s h are s ellerr a d m its to vV i 0
By Richard Spaulding, two others closing next his case, actually signing a commissions, say the com-
TribreFirecial witer | week. sales contract. He also al- pany encouraged them to

Sweetwater, a Salt Like
City-based company sel ng
timeshare condominiums in
Pacific Beach, admits it
hasn't paid its sajespeo;.le
here in several months a id
has committed several vo-
lations of state fecurites
and real vstate law and fed-
eral laboruw. « V

Complaints against” fie
company are betng-investi
gated by California and US.
authorities, but no charts
have been filed. S

Paul Allen, a former em-
ployee who was with Sweet-
water selling timeshare
condominiums at Capri-bv-
the-Sea in Pacific Beach fob
three months ending in nidj
November, said the compal
n}/ owes him approximately
$2,800 in commissions. Allen
also alleges the company
has sold out-of-statij
timeshare condominium:/

Whitman said each of
Swe°twater’s 14 sales offic-
es. involving 20 resort prop-
erties in tht US. and Mexi-
co, is structured to be its
own profit center. “Our Cal-
ifornia offices have had a
bit of a problem," he said,
due to a combination of
slow sales, California es-
crow laws and Sweetwa-
ter's purchase agreement

with Mission West Proper-

o Npg.
e\?\lhitman also  acknowl-
edged the illegal sale of un-
registered real estate and
securities. He said they
wen; caught by the compa-
ny's auditing system in Salt
Lake City and that a letter
was sent to the San Diego
_ office ordering it to cease
- those sales. Letters, he
added, were also sent in
ear*y November to all af-
fectod buyers offering them

that have not been deareik1the opportunity to rescind
by the California Depart-* the sale. None have, so far,

ment of Real Estate for< he said, _
sale in the state, and hastf Generally, buyers in such
also sold interests in limited*' cases are allowed to keep

partnerships, (which are!

classified as securities,’

without clearance from the

their properties even if the
goverment takes action
against the seller.

California Department of m  Whitman called the esti-

Corporations.

Tmated eight illegal sales

The company’s president s "isolated instances,” which

in Salt Lake City, Robert
Whitman, does not deny the
allegation;. o
e sald commissions
have not been paid because
the money has been tied up
in escrows which the owner
of the condominium tower.
Mission West Properties,
would not release. Whitman
said he expected ncgotia-
tions with Mission West to
conclude soon, enabling
Sweetwater to pay its sales-
people.
A spokesman for Mission

West Properties said a con-

clusion of negotiations
is"very close." An escrow
on one of the second floor
units may close today, with

he said would happen no
more." He said the sales
were made to people who
had already pruchesed
timeshare units in the Capri
tower.

However, at least one
buyer of a timeshare at
Sweetwater's Jackson Hole
property was not a Capri
owner, and another claims
‘she was solicited not from
San Diego but directly from
Sweetwater’s Salt Lake City
office.

Allen also alleges Sweet-
water has used non-licensed
people as real estate sales
agents, including himself,
quoting terms and prices to
prospective buyers and, in

v

leges salespeople were en-
couraged to push sales of
unregistered out-of-state
timeshare units and five-
week packages as a means
of getting their money. He
said they were told that
those sales would be fun-
neled through Utah, which
lacks California's stringent
escrow laws, and that sales-
people would get their com-
missions faster.

_Supporting Allen’ allega-
tions were two current em-
ployees of Sweetwater here
who work as presenters,
salespeople who do not have
real estate licenses and,

thus, are not legally al-

lowed to close the sale. The
employees, Vera Giles and
Terri Bahlman, who both
claim they are owed back

Timeshare

act as sales a%ents. * i

Richard Nelson, manager
of Sweetwater’s Capri off-
ice, said those allegations
are “just not true."

If Allen signed a docu-
ment as "sales representa-
tive," Nelson said, It was for
purposes of identifying who
should get the commission.

Nelson blamed much of
the pay problem on poor
communications. He said he
was just the middleman and
that he was only relayin
what Salt Lake City head-
quarters told him. . i .

Allen, Giles, Bablmann
and others said all they got
were excuses and promised
paydays. Nelson would

la tio n s

pointment that Alien never
came in to see him, adding
that Allen was going to be
"surprised" to find out that
a Sweetwater audit J his
account shows the comp, ny
only owes him about $5v\
not the $2,800 he claims.

Another salesman, Ed
Wright, claims he is owe,
about $25,000. Nelson, who
agreed with Wright's claim,
said they have negotiated a
settlement that would pay
Wright his full amount
straight out of the escrow
closm?1 instead of going
through Salt Lake City, like
the others,

Excluding himself, the
a55|star_1t sales managers
and Wright, Nelson said the

often conveniently be out of  company owes a total of
town when that day arrived, about $17,000 to employees.

they claimed. ,V
Nelson expressed disap-

- */. .2

grow ing in

" %

t

'He said he is owed more
than Wright’s $25,000.

~ i ~n

popularity

By Ridhird Spauiding
TritureFirercial Wite/

~ Timeshare is a relatively new concept
in real estate, combining property own-

ership and vacations, that is making
headway despite a rocky start.
_Paul Allen, who has alleged several
illegal practices by the San Diego office
of Sweetwater, a Salt Lake City-based
timeshare outfit, calls it a "good prod'
uct.” He is currently employed selling
timesliare in Palm Spr!n?s. o

Certainly its potential for profits is
amazing.

For instance, Sweetwater agreed to
F.urchase 48 condominium units on the
irst four floor in Capri-by-the-Sea in
Pacific Beach, owned by Missin West
Properties.

Each of the condominium units is di-
vided into 51 weeks, allowing one week
for maintenance. After 36 weeks are
sold in a unit, it is sold by Mission West
to Sweetwater.

In May 1981, Mission West sold unit
109 at Capri to Sweetwater for $113,500,
which thei. recorded the sale of 38

Te

"o 'E oW -
weeks for a total of $306,500. Using that
as an. average for the remaining 13
WCeks, the total sellout of unit 109 could
exceed $411,000. > - m
" But problems, as in any real estate
deal, doexist. - -» >3, .

Robert Whitman, president of Sweet-
water, feaid the sales agreement with
Mission counted on esclnting prices with
each floor. -Jilt, he said, "we may have
been a little naive in believing that Pa-
cific Beach would have commanded the
prices we sought.”

The inability of Sweetwater to meet
the acquisition schedule outlined in the
Mission West agreement caused the
Sweetwater's current difficulty in pay-
ing commissions to its salespeople.

At least two local buyers of Sweetwa-
ter’s product have been happy. Kris
James and her husband Steve purchased
a one-week timeshare unit in Jackson
Hole, Wyoming. This year they ex-
changed their week at Jackson Hole for
a week at a Sweetwater property in Ha-
waii and she said it was "just great.”
They plan to go to Jackson Hole in
March for some skiing, she added.

||



August 26, 1980

Mr. Jchn W. Abbott, Chairman
Cede Revision Commission

Abbott, Lynch, Farncy 8 Rodey
601 West Fifth Avenue, Suite 820
Anchorage, Alaska 99301

Dear John:
Re: Time Sharing

Enclosed you will find copies of various materials relating to "time
sharing.” These programs are located primarily in sunshine areas
whlr,h arc naturally attractive to Alaska residents. The division has
received numerous inquiries, both from within and without the state
frum people who have time share programs to market.

From a regulatory standpoint, the primary Interest is to insure that
1f an Individual purchases a 20-year time share, there 1s a reason—
able likelihood that the program will ™fectively exist for 20 years.

As the Oregon ».aw Review article points out, securities administrators
have assumed jurisdiction In this area more by default than design.

If other legislation existed, administrators would probably only be
interested in those programs which offered a common rental pool (in—
vestment contracts) or where time shares were being offered In a condo—
minium yet to be built (risk capital).

Id most time share programs, the logical administrative agency, if
there is to be one, would be the Consumer Protection Division.

I understand that some states, including California, Hawaii and Florida,
have time sharing legislation in place. In 1977, the Rational Conference
of Commissioners on Uniform State Lav/s developed a bnlfonn Condominium
Act, tv*o small sections of which speak to time sharing Inadequately,

In my opinion.

I am not aware of any Alaska purchaser complaints about time share
units. However, those who wish to sell them are 1n a quandary as to
whether they ore operating under real estate law, securities law or no



Mr. John W. Abbott -2- August 26, 1980

law. I suspect that because of this, some of the better management
programs may be avoiding the state altogether.

Please advise if you have any questions or if we can be of assistance.

Enclosures include:

57 Oregon Law Review 31 (1977)

Article - Buying Time

Blue Sky Law Reporter (CCH), 771,294 Time Sharing Units - Alaska
Wall Street Journal, 7/12/79

Seattle Post-Intelligencer, 7/30/78

Sincerely,

Edward C. Watkins
Securities Examiner

ECW/shB/1
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PETE"? M. CINNAR*

Regulation of Resort Time-Sharing

s INCE the end of World War Il a rapid growth of resort facilities
has occurred in many areas throughout the world, encouraged by
the increasing number of middk ,,nd upper class families with the time,
money, and inclination to patronize such resorts. Although individual
and corporate investors have financed resort construction in some
heavily-patronized areas, the majority of these developments have been
financed by the ultimate user, generally through the purchase of con-
dominiums. Oregon’s resort housing inventory, for example, has in-
creased by more than 5,000 units, over 859& of which are condomin-
iums.1
A major limitation o11 second-home condominium sales is the neces-
sity for the buyers to commit themselves to a repetitive vacation pat-
tern. This commitment is reinforced by the substantial financial obliga-
tion incurred in the r trchasc and maintenance of the unit. The financial
obligation, coupled with the repetitive vacation pattern and the proba-
bility of limited personal use, initially restricted the potential market to
two groups: those whose income and wealth was such that the $40,000
to $250,000 in*".stment was comparatively insignificant, and those who
speculated on the rapid appreciation of the unit’s value. To broaden the
market by reducing the continuing financial obligation, developers
turned to condominium securities, offerings which coupled condomin-
iums with organized rental programs.

*Member, Oregon State Ear. Th.B. (1916), University of Chicago; J.D.
51950), Willamette University. The author registered four of the first eight con-
ominium securities with the SEC (1967-69); helped organize the first National
Conference of the Regulation and Registration of Condominiums (1972); was the
first chairman of the Joint Task Force an the Regulaticr; of Second Home Rental
Condominiums, American Hotel & Motel Association and American Land Devel-
opment Association (1972-75); and represented the industry before the SEC's
Real Estate Securities Advisory Committee (1972) and before the Midwest Se-
curities Commissioners Association (1973-74). This information is included in
order to comply with the spirit of the request hy Mr. Justice Douglas that law
review authors disclose any interest in, or connection with, the matter discussed,
s0 that readers may evaluate the.r %Einions accordingly. Douglas, Law Reviewers
and Full Disclosure, 40 Wash L. Rev. 227 (1965).
1This estimate is based upon surveys conducted under the supervision of the
author during 1971-73. Similar relationships can he found in the Colorado Rockies,
New England ski areas, Florida, the Texas Gulf Coast, Hawaii’s outer islands,
the Algarve Peninsula, the Malaga coast, the Alps, and Mexico's west coast.

[311



32 OREGON’ LAW REVIEW [Volume 57,1977

Then in the 1960s resort developers in Europe identified a large
market which, while unwilling to purchase a condominium unit, would
buy a repetitive right to use housing at a favored resort for a specified
period of time if it was offered at a substantial discount.2 Under the
pressure of a declining economy in 1972-74, developers in the United
States turned to this concept to sell time-segments of occupancy in their
condominium inventories. Now, with the economy improving, time-
sharing programs are providing * new segment of resort housing, vith
projects being specially designed to attract buyers to time segments.

The original concept has been refined substantiauy in this country’.
To reduce the repetitiveness of vacations, developers frequently offer
exchange programs, often through independently operated exchange
networks.3 As offered now, time-sharing programs generally provide
substantially discounted, repetitive vacation lodging combined with the
ability to exchange such lodging for discounted lodging elsewhere.

The rapid growth in the number and size of such oifcrings has at-
tracted the attention of not only the public,'Lbut also federal and state
regulatory agencies. Because these regulators have not been able to
classify these offerings unequivocably as real estate, securities, or vaca-
tion plans,0 they are subjected to a maze of potential and actual regu-

2 Historically, the resort condominium began with the Eurotel plan: "in each
hotel, the rooms would be sold to individuals who were entitled to limited use of
their respective rooms . . . and, in addition, were entitled to guest privileges at
a dicounted rate at ¥l of the other Eurotel hotels." Ellsworth, Condominiums Are
Securities?, 2 Real Est. L.J. 694, 694 (1974).

3While a number of exchange networks have been started, the major one is
Resort Condominiums International (RCI) based in Indianapolis, Indiana. Pres-
ently RCI has approximately one hundred separate projects in its exchange net-
work throughout the United States, the Caribbean, and Europe.

4 A recent survey by the lending trade publication in the area disclosed that the
number of time-sharing offerings has climbed from 8 in 1973 and earlier to 95 in
1976 and an estimated 120-150 in 1977. Offerings arc being made in 26 states,
Puerto Rico, and the United States Virgin Islands, as well as other Caribbean is-
lands. [1977] Recreational Dev. Today (CUD_]) 251. In a subsequent issue, fol-
lowing the Resort Time Sharing Conference '77 in Atlanta, the editor acknowl-
edged that this estimate could be 20% to 25% low. [1977] Recreational I)ev.
Today (CIID) 265. Whi!- the survey did not disclose the total dollat volume of
such offerings, it did show ti.at 7.000 hotel and condominium units were com-
mitted to time-sharing programs in 1976 and that 1,200 to 1,500 more utils will be
committed in 1977, With average por-wcck per-unit prices running from $1,168
to $3,253, time-sharing programs represent over $100,000,000 in business. The in-
duitry is currently growing at the rate of 50% to 70% each year. The Recreational
Development Today survey covered responses from apFroximater 70% of the
industry and included, in addition, the editor's personal knowledge of a dozen
other major projects.

6As used in this Article, "vac .tion plans" are not tours or individual travel
packages offt red on a one-time b. is. The term is employed to mean repetitive va-
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lation. This often results in conflicting and irreconcilable requirements.8

The purpose of this Article is threefold: first, to review the present
confused state of regulation, tracing its conceptual and legal back-
ground ; second, to consider the conceptual applicability of the various
regulatory schemes; and third, to suggest a legislative solution which
will regulate time-sharing offerings realistically.

Forms of Time-Sharing O fferings

Time-sharing offerings have assumed three different legal forms.
The . .st is the vacation license.7 Under this program, the buyer ac-
quires a right to occupy an undesigrrtcd unit at a certain resort during
a specified time each year for a spec ":.d number of years. This type of
offering gives the developer flexibility but requires it to subordinate
any mortgage financing to the rights of the licensees.8

The second type of offering is the time-share ownership (TSO).
This method gives the purchaser an undivided interest in thr-fee,
coi)[)led~withiali.cxclusivc right of occupancy duri.i)g.dcsignatc<I-time
periods.® The units arc declared to be condominiums initially, and the
TSO covenants are superimposed upon the condominium regime.
While this program offers the buyer the incentive of appreciation in the
unit's value, it also creates title, security, and other problems.10 An-
other form of TSO is interval ownership. This mcthoc. of time-sharing
also involves a fee simple conveyance. It is ajrcvolvigjp seLQfjcnartcies
for years divided into weekly or longer periods coupled with a remain-
der in tenancy in common to all the time-share owners at the end of the
useful life of the buildings. The grantee of the time period, through the
interval warranty deed, receives the same recurring time period each
year. The remainder is joined with the tenancies for years to prevent
the application of the Rule Against Perpetuities under local law. The

cations at the same place or prearranged group of places. Often, though not always,
theg arc part of the financing program of the resort or the entity offering the plan.
See notes 47-65 and accompanying text in/ra.

1"Vacation license" is a registered trade name. The more awkward "right-to-
use" is generally accepted as the generic term for this type of offering.

8 For example, when First Mortgage Investors went into a hankruptcy Chap-
ter proceeding and the Caribbean International Corporation was forced to sus-
F_end its offerings, the mortgage lenders agreed to honor the rights of the existing
icensees.

®This type of program was first offered by Innisfrcc Corporation on a number
of units at the Urockway Springs Condominiums on the north shore of Lake Tahoe.

10Particular problems arise in the financing of these interests by the purchaser.
Title insurance policies, for example, frequently except the interest of the Treas-
ury Department under an income tax lien against one of the cotcnants because of
the Department's right to sell the whole unit to recover the tax due.
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remainder interest further assures that the interval method of convey-
ance is not construed as passing a leasehold interest.1l

The third variation is the vacation lease, Under this plan, the buyer
purchases a right to occupy a specific accommodation for a specified
time period over a specified number of years. Mortgage subordination
to the lessees is also highly desirable. All three plans are used through-
out the United States.

The use of these programs as a source of financing for resort facility
development has altered the nature of the developers’ business; they
have come to realize that they are no longer selling real estate owner-
ship or investment. Instead they are in the vacation business. As a re-
sult, some have started packaging their time-sharing programs first
with OTC and now with ABC air chartersI*to reduce further the costs
of the vacations they are offering. As the non-real estate, vacation
orientation of the market is becoming better understood, olTerors are
concentrating on the vacation license or vacation lease offerings rather
than the fee title TSO.13

T he Regulatory Resionse

Since their introduction in this country, time-sharing programs have
attracted the attention of various state and federal regulators. But these
regulators faced a major problem in defining what these offerings were:
real estate, securities, or something else. This confusion in definition
has created a corresponding confusion in regulation.

To understand the legal background of this dilemma, it is necessary
to examine the history of the regulation of resort housing in general
and resort condominiums in particular. This digression is required be-
cause regulators have approached time-sharing programs from their

11T. Davis & M. Langer, Structuring tiie | nterval, P roject—F rom Con-
ception to Marketing 18—1 (1975).

120ne-Stop Tour Cliarter (OTC) and Advanced Booking Charter (ABC)
are relatively new, reduced fare programs approved by the Civil Aeronautics
Board. OTC rcipiircs at least one night’s lodging at the destination as part of the
tour package. The ABC program merely requires au advance bookmﬁ of a mini-
mum number of fares for which the tour operator is responsible. Both have been
used to brin% prospective buyers to time-sharing projects. They arc now hecom-
ing part of the package of time-sharing programs,

BIndicative of the growing interest in time-sharin% programs among hotel
executives is the fact that, while only a few attended the Resort Time Sharin
Conference in 1976, this group made up 20-23% of the attendees in 1977. [197
Recreational Dev. Today (CIIB) 264. Recently, Innisfrce Corporation an-
nounced a joint venture with Holiday Inns to offer a vacation license type pro-

ram coyerin? 1,000 rooms at 15 Holiday Inns throughout the country. [1977]

ecreational Dev. Today (CIIB) 267,
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experience in regub'ing resort housing. Regulators have treated time-
sharing plans as a variant of the sale of resort housing.

Resort housing sales were largely unregulated until the mid-1960s,
at which time two independent regulatory methods were created. These
two approaches have since developed separately.

One approach was to regulate the sale of resort housing as real es-
tate. At the state level, the offerings were brought under subdivision
control laws. This occurred in Oregon in 1969.14 At the federal level,
regulation was begun with the passage of the Interstate Land Sales
Full Disclosure Act of 1969.15This act focused primarily on the sale of
recreational lots. The National Association of Home Builders was able
to obtain provisions which effectively exempted most recreational hous-
ing offerings from registration requirements.10 The federal act, in ad-
dition to most state legislation, is structured so mechanically and is so
oriented toward real estate that factors necessary for the consumer’s
analysis of second-home rental housing were covered only cursorily if
at all. For example, the federal registration forms require disclosure
of the distance to the nearest school and shopping area but not the num-
ber of tourists visiting the area, the seasonality of tourism, or an inven-
tory of competing resort accommodations.1l Furthermore, federal as
well as some major states' regulation has been directed at suppressing
as many offerings as possible. Thus even the most conscientious devel-
opers deliberately have structured their offerings to avoid regulation
by the Federal Office of Interstate Land Sales Registration (OILSR)
and by state agencies regulating out-of-state subdivisions.

In 1965 the Securities and Exchange Commission (SEC) entered
the field.18 It did so not by legislative action blit through interpretation

14 Act of June 13, 1969, ch. 508, § 1, 1969 Or. Laws 931. This act deleted con-
dominiums from the exemption statute, GRS 92.325(3) (1975).

1615 U.S.C. § 1701-1720 (1970). The Act gave the Department of Mousing
and Urban Development jurisdiction over[;qarticular condominium sales. See Note,
S(.1926775)—The Interstate Land Sales Full Disclosure Act, 21 Rutgers L. Rev. 714

10The Act exempts residential housing which is contracted to he completed
and delivered within two years. 15 U.S.C. § 1702 (1970). In its regulations, the
Office of Interstate Land Sales Registration has applied the two-year provision
not only to resort housing, but also to the recreational amenities lo which the
housing is deemed incidental. 24 C.F.R. § 1700 (1977).

11 Sec Statement of Record, 24 C.F.R. § 1710.105 (1977).

IHFor discussions of the securities laws as apEIied to condominiums, sec Clur-
man, Condominiums as Securities: A Current Look, 19 N.Y.L.F. 457 (1974) ;
Rohan, The Securities Law Implications o/ Condominium Marketing Programs
Which Feature a Rental Agency or Rental Pool, 2 Co? v. L. Rev. 1 (1969);
Rosenbaum, The Resort Condominium and the Federal Securities Laws—A Case
Study in Governmental Inflexibility, 60 Va. L. Rev. 785 (1974); Note, Federal
Securities Regulation o/ Condominiums: A Purchaser's Perspective, 62 Geo. L.J.
1403 (1974).
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of existing law. In SEC v. C.M. Joiner Leasing Corp.10 and SEC v.
1va. Howey C0."0the United States Supreme Court defined the term
“Ainvestment contract” contained in the definition of a security in the
Securities Act of 1933.21 In 1Joivcy the Court held that an investment
contract is "a contract, transaction or scheme whereby a person invests
his money in a common enterprise and is led to expect profits solely
from the efforts of the promoter or a thira party . . . The SEC
construed this definition so that an offering of a resort condominium
that included an organized rental program was an “investment con-
tract” within the meaning of both the Securities Act of 1933"5and the
Securities Exchange Act of 1934.%

After a few successful enforcement actions,"5 which were settled at
the inquiry letter and negotiation stage, the SEC relied upon voluntary
compliance without a mote comprehensive definition until 1972.-° In
May of that year, Commission Chairman William Casey appointed a
Real Estate Securities Advisory Committee, headed hy Raymond R.

[u320 U.S. 344 (1943).
=»328 U.S. 293 (19-16).
=i Securities Act of 1933, 8§ 2, 15 U.S.C. § 771.(1) (1970).
=328 U.S. at 298-99,
=0 Securities Act of 1933, 82, 15 U.S.C. § 771.(1) (1970).
= Securities Exchange Act of 193, 88 1-10,15 U.S.C. 88 78n-j (1970). Specific-
ally, the SEC informed the Hale Knanapali Apartment Hotel Development Co.
that the ofTcr anil sale of condominiums, coupled with an option to have one's unit
operate as part of a resort hotel, was an offer and sale of a security. Thus, the
Commission obtained the first registration statement covering such an offering.
[lale Kaanap.ali Apartment Hotel Development Co., Registration Statement No.
2-25489 (Apr. 13, 1967). Sec Rohan, supra note 18, at 7-8; Comment, Condomin-
ium Regulation: Beyond Disclosure, 123 U. Pa. L. Rev. 639, 652 n.67 (1975).
=50ther enforcement actions against violations of the Securities Act of
1933 by condominium developers in St. Croix, Maryland, Hilton Head
Island, and Colorado followed.

In 1972, the region. Loffice oi the SEC in San Francisco issued stop
orders to real estate brokers on the Island of Maui, Hawaii, to stop
their sales of unregistered rental condomiui'ints. The Woodmoor Cor-
poration was the subject of an enforcement action in 1971. Woodmoor
was required by the Securities and Exchange Commisison to file a
recission offering in connection with its townho'Jse project. .

Ronniey & Petty, Resort Condominiums: History, Securities Aspects, Registra-
tion Requirements, reprinted in How to Register and Market Condominium
Offerings 25,27 (1973).

=° In February, 1972, the first Conference on the Regulation and Registration
of Condominiums was held at Lincoln City, Oregon, It was attended by SEC
staff members, a number of state securities and real estate regulators, and over
100 developers. At that time over 500 resort rental condominium projects had
been offered to the public but only 21 of them had registered with the SEC. Pro-
ceedings of the First Confcrencc-WorkshoE on Regulation and Registration of
Second Home Rental Condominiums 53 (Feb. 16-19, 1972) (copy on file with the
Oregon Law Review).
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Dickey, to advise the Commission on the regulation of real estate secu-
rities.-7 The Dickey Committee reported in October*8and on January
4, 1973, the Commission issued Release No. 5347.-° This release de-
fined for the first time when a condominium is a security.3 As soon as
the release had been promulgated, the SEC was deluged with requests
for no-action letters. The Commission’s responses resulted in a nar-
rowing of the release’s definition.3l

At the state level, security regulators followed the lead of the SEC.
Oregon was the first state to impose securities regulations on condo-
minium securities.2 Other states soon followed.33 When tlie SEC
promulgated Release No. 5347, many states incorporated the release’s
definition, at least informally, into their regulations.34 It was against
this backdrop of dual and often conflicting real estate and securities

27 This committee was composed of Mr. Dickey, of Danzansky, Dickey, Tyd-
iiiRS, Quint & Gordon (Washington, D.C.) ; David I. Schwartz, of Cravath,
Swaiue & Moore (New Y ork); Francis J. Grey, CPA, of Coopers & Lybrand;
Ralph Hockcr, Associate Director, Division of Corporation Finance, SEC; and
Milton Young, of Young, Kaplan & Edclstcin (New York).

28 SEC, Report of tiie Real Estate Advisory Comm., [1973-1973 Transfer
Binder] Fed. Sec. L. Rfj\ (CC1I) Ii 79,265 (1972).

28SEC Securities Act Release No. 5317, [1972-1973 Transfer Binder] Ffj>
Sec. L. Rep. (CCII) 579163 (Jan. 4, 1973).

30The Release indicated that the offering of condominium units in conjunction
with ani/] of sever; I collateral arrangements woidd constitute an offering of secu-
rities. The collateral arrangements included; (1) any rental arrangement or other
similar service, offered and sold with emphasis on the economic benefits to the
purchaser to he derived from the managerial efforts of the promoter, or a third
party; (2) a rentaIJlooI arrangement; and (3) a rental arrangement requiring
the purchaser to hold his unit available for rental for any part of the year, to use
an exclusive rental agent, or to otherwise materially restrict his occupancy or
rental of his unit. The Commission, however, did not limit the attachment of
security status to only these guidelines. Other collateral arrangements may result
in a condominium offering being a security. Id. at Il 82,539-40; See Note, supra note
18, at 1410-11.

31See, eg., SEC No-Action Letter, Brickell Place Condominium (Aug. 25,
1977); SEC No-Action Letter, Kauhalc Makai, 384 Sec. Reo. & L. Kim. (BNA)
C-2 (Dec. 11, 1976); SEC No-Action Letter, Sunriver Properties, Inc., [1973-
1974 Transfer Binder] Fed. Sec. L. Rep. (CC11) 179,691 (Jan. 10, 1974); SEC
No-Action Letter, Tahoe Donncr Ski Bowl Condominium, [1973 Transfer Binder]
Fed. Sec. L. Rep. (CCII) 179,440 (July 18 1973); SEC No-Action Letter, In re
Big Sky of Montana, Inc. (Apr. 13, 1973).

32 Carefree Resorts, Inc., In re The Inn at Spanish Head, Or. Corp. Comnin
Order No. 4587 (June 27. 1967).

3B For example, while California, Michigan, Wisconsin, and New York have
adothed the SEC position, Washington, Colorado, and other states have not. Gen-
erally, until SEC Release 5317, state positions were informal and unrecorded. A
Ilawyer working in the area made appropriate inquiry or simply ignored the prob-
em.

] 31)See, e, Ch. Ad. Rules ch. 815, § 30-056(1) (formally adopted at a later
ate).
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regulations that time-sharing programs developed.

.Ltnong the no-action letters spawned by Release No. 5347 was ane
to the Innisfree Corporation which held that the company’s TSO offer-
ing at Brockway Springs on Lake Tahoe was not a security.33 Other
no-action letters on various time-sharing plans followed. Then in April,
1774, the Commission changed its position. It neither held that time-
sl iring programs were securities nor withdrew its previous no-action
li tters. Instead, the Commission said it would not issue further no-
rction letters,30 and it warned the recipients of previous letters not to
rely on them for future projects.37

What prompted this change in the SEC position remains unclear.
Two months before the change, however, at tlie meeting of the Mid-
west Security Commissioners Association (M SCA)3 a lively discus-
sion occurred over a letter from the Oregon Corporation Commission-
er to tlie state’s securities bar.30 In that letter and the accompanying
memorandum,41Cominisisoncr Ilcaly adopted the position that a cime-

35SEC No-Action Letter, In re Tlie Innisfree Corp., [1973 Transfer Hinder]
Fed. Sec. L. Ret. (CCII) H79,393 (May 7, 1973). The developer ofTcred 12 indi-
vidual interests in each condominium unit. The interest was a tenancy in common.
The owner was entitled to two two-week occupancies during a year. Where the
owner did not use his occupancy period, a management group, other than the de-
veloper, was available to help the owner in renting. See, Dickey & IC-Thorpe,
Egg%rlal Security Regulation of Condominium Offerings, 19 N.Y.L.F. 473, 478
30 The specific language was:
While no-aclion letters arc limited to the facts presented and, even as
to these, do not represent an interpretation of the law, the Commission
is, nevertheless, conovncu that inferences may he drawn from the issu-
ance of no-action Liters in this rapidly evolving area. Such inferences
could lead to misunderstandings as to the Commission's position, and
to contentions in future situations that the Commission had taken a posi-
tion which it had not, in fact, taken. Consequently, the Commission has
directed its staff not to issue no-action letters in this area, and to advise
that no-action icttcrs issued in the past in this general field do not ex-
tend beyond the particular issues involved and should not he relied upon
by any other person or by the persons receiving prior letters for any
other offerings.
SEC No-Action Letter, In re Tropics International, 252 Seg. Reg. & L. Rep.
(DNA) C-I (May 6, 1974).
37SEC No-Action Letter, In re The Innisfree Corp., (19/4-1975 Transfer
Hinder] Ffj>. Sec, L. Rep. (CCII) 179,935 (June 19, 1974).
3HThc MSCA is made up of those states in which the commissioner has sub-
stantive control over securities offerings. Originally those were the midwestern
states, hut membership now includes states from throughout the country.
3) Letter from Frank J. Ilealy, Oregon Corﬁoration Commissioner, to Oregon
securities bar (Dec. 18, 1973) (copy on file with Oregon Law Review).
a0 Hiuk Sky L. Rep. (CCII) H40,705. See also commentary of Ronald Shapiro,
Maryland Securities Commissioner, Blue Sky L. Rep. (CCII) 123,631
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sharing lease was a security under Oregon securities law. In reaching
this conclusion, the commissioner relied upon the “risk capital” theory
previously advanced by Oregon’s courts.4L While many MSCA states
employ the risk capital theory, the SEC has not. Whether the federal
courts will accept this definition remains an open question.42

At least one senior SEC staff member at the MSCA meeting felt the
risk capital concept was unnecessary because the lease or license for
which the purchaser paid in advance was an “evidence of indebted-
ness"43 which is defined as a security under the Securities Act of
1933.4 The evidence of indebtedness theory, coupled with serious
doubts as to the proper function of the SEC in relation to resort securi-
ties,45 apparently caused sufficient concern at tlie Commission that it
resulted in the peculiar “we arc not going to say" position taken in
April. Because exemption from OILSR regulation was available, the

MmSee State ex rel, Healy v. Consumers Business Sys., Inc., 5 Or. App. 19,
482 P.2d 549 (1971).

42 See United Housing Foundation, Inc. v. Forman, 421 U.S. 837 (1975),
where the Court noted: "Respondents urge us to abandon the clement of profits
in the definition of securities and to adopt the ‘risk capital’ aEproach articulated by
the California Supreme Court in Silver Ilills Country Club v. Sobicski. Even if
we were inclined to adopt such a 'risk capital’ approach we would not apply it in
the present case.” Id. at 837 n.24 (citations omitted).

43 The reasonin? was that the uccupancy promised ever the forty-year period
had an ascertainable pecuniary value which rendered the license document an evi-
dence of a promise to provide this pecuniary benefit in the future; therefore, an
evidence of indebtedness existed.

44 Securities Act of 1933, 82, 15U.S.C. § 77b(l) (1970).

45 In the period since 1973, the SEC has been engaged in holding together the
securities markets as the recession took many brokerage houses and issuers to the
wall. It has also been organizing the congressionally mandated Central Market
System and forcing the disclosure of bribery of foreign and domestic officials.
With all its responsibilities, there appears to be a reluctance on the part of the
SEC staff to pursue regulation of resort housin? securities, an area with which it
generally is unfamiliar. Thus, it is willing to let form triumph over substance.
There arc literally hundreds of resort condominium offerings being made in which
there is only one rental management practically available to a purchaser. The
management controls the front desk, the maids' closets, the linen supply, the reser-
vation telephone, and the propert)( maintenance. Some even own and control the
recreational facilities. Theoretically, there arc alternative rental agents, but such
alternatives arc so impractical as to.be nonexistent. The sales people arc instructed
not lo discuss rental results, but they tan iU do diiect the prospect to tha rental
office, often operated by the developer or a subsidiar?/, where he can obtain such
information. In one project during the Christmas holidays the sales force had to
tell prospects for the 509b of the units remaining unsold that they could not show
any units because they were all rented. The Commission refuses to allow enforce-
ment actions in these cases despite the apparent approval of Release 5347 in
United Housing Foundation, Inc. v. Forman, 421 U.S. at 858 n.25. This lack
of enforcement leaves conscientious counsel in a dilemma. The majority have
advised their clients to follow form rather than substance and hold their breath.
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lack of a federal position thus left tlie regulation of time-sharing offer-
ings to the states.10

The reaction of the states has been varied. In California, for exam-
ple, the Department of Real Estate has asserted jurisdiction under the
state's subdivision law.17 Informally, the California Commissioner of
Corporations has recognized a vacation lease to be a security but has
not asserted jurisdiction as yet.18 Similarly, in Nevada, real estate jur-
isdiction has been asserted over vacation licenses, but a lower court has
rejected the state’s claim to subdivision law jurisdiction.10 In a well-
reasoned declaratory ruling, the Director of the Michigan Corporation
and Securities Bureau held a vacation license offering to be a security
and issued a cease and desist order.50 Oklahoma, Nevada, Alaska, and
Wisconsin have also taken this position on the same offering.5L W ash-
ington's Securities Administrator has held time-sharing offerings to
be securities except in TSO plans which, because they offer a fee inter-
est, are regulated under the state’s subdivision law.5 Texas and Colo-

1fi Most offerings arc of existing housing units and therefore exempt under the
construction in two years provision. See 15 U.S.C. § 1702 (1970).

17Cal. Bus. & Prof. Code 8§ 11003, 11003.1, 110045 (West Supp. 1977).

18 The author sent a questionnaire to securities regulators in states where time-
share offerings were likely to originate or be sold. Included were Washington,
California, Texas, Illinois, Wisconsin, Michigan, Colorado, and Florida. This
statement and others following arc based upon the responses received. (The com-
pleted questionnaires arc on fde with the Oregon Law Review).

10 Carriage House Assocs. v. Division of Real Estn'e, No. A 159873 (Dist. Ct.
Nev. Nov. 16, 1976), appeal granted, No. 9324 (Jan

In January, 1976, the New Hampshire Attorney "that time shares
mast be registered under that state’s Land Sales Fui, >Act, In re The
Winddrifter Resort (Dec. 17, 1975) (copy on fde with Jsity of Oregon
Law Review). In the 1977 legislative session, New Ha, .. enacted a second

generation condominium statute. N.II. Rev. Stat. Ann. § 356-B (1977). The
statute was modeled after Virginia’s statute. See note 80 infra. Tht legislature
also amended its Land Sales Full Disclosure Act which defines time shares as an
occupancy right for less than sixty da?/_s a year for more than five years and which
r(nl%s?t7;3e registered under the icjpeclive acts. N.II. Rev. Stat. Ann. § 336-A

50Blue Sky L. Rep. (CCII) T71,287. The decision adheres to the test in State
ex rel. Comm'r of Sec. v. Hawaii Mkt. Center, Inc., 52 llaw. 642, 485 P.2d 105
#1971). The Hawaii Supreme Court molded together the Htnvey test as modi-
ied in respect to "solely" by SEC v. Glenn Turner Enterprises, Inc., 474 17.2d
476 (9th Cir. 1973), and in respect to “profits” by Silver Hills Country Club v.
Sobicski, 55 Cal. 2d 811, 361 P.2d 906, 13 Cal. Rptr. 186 (1961), and the risk
capital theory.

Oklahoma: Blue Sky L. Rep. (CCII) * 39,721; Nevada: Blue Sky L. Rep.
(CCH) 1i 71,200; Alaska: Blue Sky L. Rep. (CCIl) 1 71,294. Wisconsin: Opin-
ion Letter No. P-206 (Feb. 23, 1976).

525ec note 48 supra.
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rado securities regulators have not determined how they will treat
time-sharing offerings.53

In Florida, the Division of Securities early in 1976 recognized vaca-
tion licenses and leases to he securities.5 In July, 1976, however, the
Attorney General of Florida, finding an emergency to exist because of
the proliferation of these offerings,% issued stringent emergency regu-
lations under his consumer protection powers. After public hearings,
the Florida Cabinet issued final regulations.5 These regulations con-
tain strong substantive control over offerings in Florida. New York’s
Attorney General already had similar power under that state's condo-
miniums statutes.57

In Hawaii, which has the highest number of time-sharing offerings,8
condominium regulation historically has been handled by the Real Es-
tate Commission. Consequently, its proposed time-sharing statute
grants regulatory power to that body.5

The emerging state pattern is thus one dictated by who “got there the
fustcst with ".ne mostcst.” To sell a tiinc-sharing resort offering, a de-
veloper must register the offering as a security with the corporation or
securities department in Oregon, Washington, Alaska, Nevada, Okla-
homa, Michigan, Wisconsin, Minnesota, and Illinois; as real estate
with the real estate department in California, Hawaii, Texas, and
Colorado; and under the consumer protection laws with the attorney

o<ld. .

6 The survey by Recreational Development Today, suEra note 4, at 251, reports
14 offerings in Florida, tlie second largest number in the United States behind
Hawaii which has 24. The Florida offerings represent sales of about §20,000,000
to §25,000,000 a year, while the more numerous Hawaii offerings arc smaller and
probabli/) do not exceed 815,000,000 a year. Interview with Carl Burlingame, Editor
eig%fu lisher of Recreational Development Today, in Eugene, Or. (Sept. 30,

00 IT.a. Ad. Code ch. 2-23 (Rules of the Dcp't of Legal Affairs, Oct. 28, 1976),
The emergency rules were adopted by the Florida Cabinet on August 3, 1976, in-
voking the emergency powers authority for the Attorney General's Bureau of
Consumer Protection to regulate the field for 90 days. This action was taken after
a single “Emergency Public Hearing” on July 28, 1976.

IVN.Y. Gen. Bus. Law § 352-C ?McKinney Supp. 1977).

M See note 55 supra.

@>The first time-sharing legislation in Hawaii was introduced in the 1974
session. I-1.B. 2197-74. This hill passed both legislative houses but was vetoed by
Governor Ariyoshi at the urging of hotel interests on June 3, 1974. A committee
apEointed thereafter hy the Real Estate Commissioner and chaired hy Hiroshi
Sakai of Honolulu drafted legislation ﬁlacing all jurisdiction in the Real Estate
Department. In 1975, 1976, and 1977, the Hawaii Legislature considered a num-
ber of bills on time sharing, none of which passed the house in which they were
introduced. See, e.g., S.B. 1597-77, S.B. 1158-77. The drafting results of the
Sakai Committee are found in H.B. 3094-76 of 1976 and If.13 1158-77 of 197.".
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general in New York, New Jersey, and Florida. In some states, such
as California, dual registration may be required.

At the federal level a change may be coming. On April 12, 1976, the
SEC issued a no-action letter concerning an offering of club member-
ships.00 The offering allowed resale only to the club, and members ac-
quired no property interest.0l This letter, however, did not change
the previous SEC position of not issuing such letters on time-sharing
vacation licenses or similar offerings.02 This is a narrow distinction,
but one which some developers’ counsel may find sufficient to avoid
securities regulation.

Early in 1976 the Federal Trade Commission announced a study of
time-sharing plans.08 During recent years, the FTC has aggressively
asserted its consumer protection authority. In the land sales area, the
FTC has proceeded hy filing actions and obtaining consent judgments,
These judgments create a body of substantive regulation which the
Commission treats as established case law. Violation of these regula-
tions is viewed as an unfair trade practice.04 It is probable that the FTC
will proceed in the same manner to regulate time-sharing offerings.05

00 SEC No-AcCor. Letter, St. Croix Ilaven Club, 424 Sec. Rec. & L. Rep.
(BNA) C-! (Oct. 19,1977); SEC No-Action Letter, Stillwater Cove Club (Aug.
19, 1977) ; SEC No-Action Letter, In re Bronze Tree Club (May 12, 1976).

OLIn order to avoid classification of an offering as a security, counsel fre-
quently structure a prohibition against resale at a profit. Where the offering pri-
marily involves the use of housing, the Supreme Court, in United Houi ing
Foundation, Inc. v. Forman, 421 U.S. 837 (1975), lias made it clear that nitre
expectation of an increase in value at later resale does not render the offering
a security. In light of Forman, the Bronze Tree letter must lie read to turr, on
the nature of the offering as a pure club membership and not o:t the resale profit
prohibition.

"- Letter of Neal S. McCoy, Associate Director, Division of Corporate Finance,
Securities and Exchange Commission (June 15, 1976). This position was publicly
reaffirmed hy Barbara Lcventhol, Special Counsel to the SEC Director of the
?8iVi139ic7)9)0f Corporation Finance, at the meeting of the MSCA in Seattle (July

63 [1975] Recreational Dev. Today (CIII1) 135.

f An example is the FTC's case against GAC Corporation. The FTC obtained
a consent decree which made certain laud sales practices illegal in that engaging
in any one of them or failing to do any affirmative act required in the decree sub-
jects the defendant to liability for contempt of court. The Commission then used
these substantive rules as the hasis of enforcement actions against others in the
same field. This procedure seems to be effective, if somewhat questionable.

“r,The Florida Attorney General has commenced action against First Mort-
gage Investors (I'M 1) over time shares sold by Caribbean International Corp. at
Florida and Caribbean rcsorn. The gravamen of the case is that FMI failed to
comply with an agreement made several years ago with the Attorney General to
escrow 5-10% of Vacation License sales proceeds to create a 23,000,000 fund that
would help assure licensees their promised occupancies over the 40-60 year terms
of their licenses. L1977] Recreational Dev. Today (CIIB& 251. FMI and its
lenders have been honoring the licenses already sold, some 7,000 in all.
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Tlie present state of regulation of time-sharing offerings thus is one
of confusion and uncertainty. The lack of a clear federal policy has left
regulation of these plans to the states. The states have responded to
this situation by adopting a number of regulatory schemes. The lack of
consistency has resulted in uncertainty among developers and their
counsel.

The Need for Consumer Protection

The Oregon Corporation Commissioner has correctly perceived the
need for consumer protection in time-sharing programs, and lie cor-
rectly distinguished right-to-use offerings from TSO offerings.00 The
Commissioner reasoned that because TSO condominiums tvcre,sdir_
governing reaT~cstat<TluilduigiTsimi&r to any nourcntal condominium,
tlie '‘benefits of TSd~were not dependentupon the eftp.rts.oLthc-promo-.
ter or a third party. The Howey definition of a security, as modified in
Oregotpn7~nicretore did not apply. Furthermore, regulation of condo-
miniums sold solely for owner use clearly fell within the subdivision
control law administered hy the Real Estate Division.00 Therefore, as
long as rcutaljiicome-was not a significant inducement ina TSO pur-
chase, TSO offerings arc exempt from securities regulation in Ore-
gon.

Nevertheless, the Commissioner perceived real problems in the sale,
for example, of an offering of two weeks’ right-to-use of a condomin-
ium in Hawaii for forty years. What if the issuer went bankrupt, or
merely dissolved and disappeared? What if there were no maid or
laundry service? What recourse did the right-to-use purchaser have
in these and similar events? The Commissioner corrccth saw a need
both to enforce full and complete disclosure and, when necessary, to
invo ;e his substantive control to ensure that the offering was fair, just,
and equitable. In most cases legal authority to regulate was provided

@Ix'ler from Frank J. Healy, Corporation Cominisioncr, State of Oregon,
to I'cter M. Gunnar (Oct. 3, 197QI (copy on file with the Oregon Law Review).
07 It is our conclusion that the Howty test should he modified so that the
requirements are (1) an investment of money (or money's worth), (2)
iua common enterprise, (3) with the expectations of a Frofit, (4) tohe
made through the management and control of others, liy setting forth
this modification we do not mean to imply that no other modifications
in the rule will he forthcoming in situations in which reason seems to
so direct when the purpose of the statutory scheme is considered.
Neither do we mean to indicate that this will he the only rule used iu
all circumstances.
Pratt v. Kross, 276 Or. 483, 497, SSS P.2d 765, 773 (1976).
«»OKS 92.305(4) (1975).
08 Letter from Frank J. Hcaly, note 66 supra.
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Tlie present state of regulation of time-sharing offerings thus is one
of confusion and uncertainty. The lack of a clear federal policy has left
regulation of these plans to the states. The states have responded to
this situation by adopting a number of regulatory schemes. The lack of
consistency has resulted in uncertainty among developers and their
counsel.

T he Need for Consumer Protection

The Oregon Corporation Commissioner has correctly perceived the
need for consumer protection in time-sharing programs, and he cor-
rectly distinguished right-to-use offerings from TSO offerings.®0 The
Commissioner reasoned that because TSO condominiums \ycrg_£glfz_
governing rcaTcstauThoklines similar to any nonrcntal condominium,
tfie benefits of TSO were not dependent noon tlie'cfforts of themromo-
tcr or a third party. Hie iToivey definition of a security, as modified in
Ofcgoif,®therefore did not apply. Furthermore, regulation of condo-
miniums sold solely for owner use clearly fell within the subdivision
control law administered by the Real Estate Division.0* Therefore, as
long as rcutaljncomc-was not a significant inducement in a TSO pur-
chase, 1 SO offerings arc exempt from securities regulation iu Ore-
gon.

Nevertheless, the Commissioner perceived real problems in the sale,
for example, of an offering of two weeks’ right-to-use of a condomin-
ium in Hawaii for forty years. What if the issuer went bankrupt, or
merely dissolved and disappeared? What if there were no maid or
laundry service? What recourse did the right-to-use purchaser have
in these and similar events? The Commissioner correctly saw a need
both to enforce full and complete disclosure and, when necessary, to
invoke his substantive control to ensure that the offering was fair, just,
and equitable. In most cases legal authority to regulate was provided

"Letter from Frank J. Ilcaly, Corporation Cominisioncr, State of Oregon,
to Peter M. Gunnar (Oct. 3, 1977& (copy on tile with the Oregon Law Review).
07 It is our conclusion that the Harvey test should he modified so that the
requirements arc (1) an investment of money (or money's worth), (2)
iu a common enterprise, (3) with the expectations of a profit, (4) to be
made through the management and control of others. 15y setting forth
this modification we do not mean to imply that no other modifications
in the rule will he forthcoming in situations in which reason seems to
so direct when the purpose of the statutory scheme is considered.
Neither do we mean to indicate that this will he the only rule used iu
all circumstances.
Pratt v. Kross, 276 Or. 483, 497, 5SS P.2d 765, 773 (1976).
BORS 92.305(4) (1975).
09 Letter from Frank J. Ilcaly, note 66 supra.
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confusing duplication and cross-current of regulation which exist to-
day in the time-sharing field. One set of proper regulations can protect
the public effectively.

Tlie present confused, duplicative, and often conflicting regulations
arc self-defeating. They result either in legal avoidance of salutary
regulations or a lack of enforcement.s In addition, the excessive costs
of complying with a multitude of regulations arc passed on to the pur-
chaser. Thus neither the public nor the industry is benefited by the
present situation.

T he Soi.ution

In large measure the history of resort-housing regulation is a series
of attempts to treat such housing as something it really is not by dis-
torting existing concepts and statutes to accommodate the need for
regulation to protect the consumer. The results of this distortion of the
regulatory process has been duplicate and triplicate regulation and the
imposition of artificial requirements which do not contribute to public
protection. This distorted framework has been further strained in at-
tempting to make it cover the new time-sharing programs.m

One possible solution to this regulatory dilemma is to treat time-shar-
ing offerings as securities. This approach offers a number of potential
advantages. The securities law conception of fraud, for example, is far
broader and offers greater public protection. It also offers better, btoad-
crcivil remedies. At the state level, the securities regulator has author-
ity to regulate substantively, while real estate laws generally provide
only for full disclosure. Most importantly, however, at both the state
and federal levels the regulatory approach employed hy securities and
real estate regulators is clearly different. The SIEC and most slate secu-
rities administrators view it to lie their responsibility to encourage an
orderly, honest, and active market in securities. On the other hand, the
Office of Interstate Land Sales Registration under its first adminis-
trator appeared to view its function to be tiiat of an antagonist of the
industry it was regulating. While this attitude did not filter down to

American Land Development Association, lias drafted for comment a "model” act
dealing with time share offerings and their regulation. This committee, chaired
hy J. David Penwecll, of Bozeman, Montana, proposes to present ils draft to the
Commissioners on Uniform State Laws.

75 See note 45 supra.

TaThis area of the law is in evolution, as is much of the real estate securities
law. Compare SEC Securities Act Release No. 5347, [1972-1973 Transfer Binder)
Fed. Sec. L. Rep. (CCII) H79,163 éJan. 4, 1973? and Silver Hills Country Club
v. Sohicski, 55 Cal. 2d 8il, 361 R2d 906, 13 Cal. Rptr. 186 (1961) with United
Housing Foundation, Inc. v. Forman, 421 U.S. 837 (1975) and Larson v. Com-
missioner, 65 T.C. 10 (1975), modified, 66 T.C. 21 (1976),
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most state regulators, neither did a philosophy of responsibility for a
healthy market. In addition, the major drawback of securities regula-
tion—the requirement of broker/dealer qualification in the sale of re-
sort-housing securities—is gradually disappearing.77

It would be poss:ble to create a jingle, perhaps hybrid, scheme of
regulation with which the resort-hojsing industry could live; perhaps
registration as securities with regulation of sales personnel under the
real estate laws. The basic problem with this approach is that it ignores
reality and stra.ns the fundamental concepts of the laws being used to
protect the pul ic. Each statutory scheme carries with it a regulatory
pattern which i ;hard, if not impossible, * jr regulators to apply to unre-
lated situations A classic example of “nis tendency for inappropriate
provisions to be extended beyond their original scope is the imposition
of the marketing requirements of the Securities Exchange Act of 1934
and similar state laws to the sale of condominium securities registered
under the Securities Act of 1933. The 1934 Act’s concepts of suitability
and portfolio balance78 (supposedly applicable to the stockbroker who
is assumed to 1« the customer’s investment counselor) arc inapplicable
to a salesperson greeting a prospect as he enters the model unit to get
a tour and sales pitch, and the prospect does not expect such advice at
this time. Despite the recommendations of the Dickey Committee and
the arguments of industry representatives, the SEC has refused to fol-
low the lead of more realistic state administrators and exempt licensed
real estate sales personnel from broker/dealer qualification, bonding,
reporting, net capital, and Securities Investor Protection Corporation
(SIPC) requirements.®

Because of this tendency for inappropriate requirements to be car-
ried along with the more general substantive provisions of a regulatory

77 See note 79 infra.

78 Securities Exchange Act of 1934, §2, J" TTS.C. § 78h (1970),

72 While the SEC lias refused to act. desptu 'ic recommendation of the Dickey
Committee that it allow a limited broker/dealer registration for real estate brokers
selling condominium securities, some states—Oregon and California by regula-
tion and Virginia and Washington hy statu*e—have exempted licensed real estate
brokers from broker/dealer registration in the sale of condominiums securities.
Cau Aimtir. Code tit. 10, 88 260.204.1(e), .3; Oftt. An, Rui.es ch. 815, § 30-005;
Va Code 54-730 to 7M (Michic 1974); Wash. Rev. Code Ann. § 21.20.040
(19762. The Reai Estate Securities and Syndication Institute (RESSI), an aflil-
iate of the National Association of Realtors, has prepared legislation tor a lim-
ited broker/dealer registration for the sale of real estate securities at both the
federal and state level. RESSI has had the assistance of the National Association
of Securities Dealers (NASD). The legislation would allow either real estate
or securities brokets to take a special examination and qualify for this limited
registration. This legislation has not yet been introduced in Congress or in any
state Ie?_islature. RESSI and NASD also have proposed a limited salesperson
registration prog-am to the SEC.
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scheme, there is a trend to recognize tlie essential character of condo-
minium securities as real estate to be regulated only by the real estate
regulator. This trend started with tlie first second-generation condo-
minium statute enacted in Virginia8 and is now appearing in Oregon
legislation.8L If such legislation follows the Virginia statute and adopts
the antifraud concepts and remedies of securities law, the legislature
will have fashioned the conceptually most appropriate regulatory
scheme for condominium securities.

A commendable federal approach is found in the Condominium Con-
sumer Protection Act of 1975 sponsored by Senator William Prox-
mire.82 The Proxmire bill would have established federal standards for
state regulation of condominiums. The bill included a securities fraud
definition. If a state's regulatory scheme meets the bill’s standards, fed-
eral control of condominium offerings would be preempted by the
state’s regulations. If the state did not meet the standards, federal reg-
istration with the Department of Housing and Urban Development
would be required. This bill recognized the essentially local character
of condominium offerings as real estate, while providing for the neces-
sary disclosure and other requirements deemed to be in die national
public interest. This trend toward realistic condominium regulation
points the way to the proper regulatory scheme for time-sharing offer-
ings.

[t is important to recognize that TSO programs are conceptually and
factually different from other types of time-sharing plans. TSO is a
form of tenancy in common in a condominium. W hile T SQ-covcnants

other condominium ownership rights, they do not alter the fundamental

so Va. Code 88 55-79.39 to .103 (Michic Supp. 1977).

8L Act of July 18, 1977, ch. 484, 1977 Or. Laws Adv. Sh. pt. 6, at 114. This bill
started out bravely to provide a single regulatory scheme for all condominiums. It
was defective, however, in that it failed to provide the Real Estate Commissioner
with the investigative powers which the securities laws give to the Corporation
Commissioner and did not give the Commissioner substantive powers to deny
registration to offerings which arc not fair, Ijust, and equitable. While the bill did
adopt the securities fraud definitions of Rule 1005, it did not expressly provide
civil remedies. Because civil remedies hav" been implied under Rule 10b-5 in fed-
eral cases, the adoption of the Rule 1C« ; definition probably carried similar civil
remedies with it. When the elimination of these defects was suggested, the spon-
sor of the bill, the Oregon Association of Realtors, opted to reestablish Corpo-
ration Department securities jurisdiction over condominium securities hy amend-
ment rather than expand the powers of the Real Estate Commissioner. This elec-
tion to avoid substantive regulation by the Real Estate Commissioner rot only
perpetuated dual regulatory jurisdiction over condominium securities but con-
tinued the limitation of the Real Estate Commissioner’s control over oilier condo-
miniums to the detriment oi consumers. A bhill should he adopted by the next
Leglslature to cure the defects in the Ieglslatlon as it was finally adopted.

-S. 2273, 94th Cong., 1st Sess. (1975).
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tenancy—n-common. Therefore, TSO programs should be regulated
under the same regulatory scheme applicable to the sale of whole con-
dominium units.

This is not the case with the right-to-use programs, vacation leases
and licenses. Just as the trend in condominium regulation is to base
the regulation on what the buyer conceives he is buying, that is, real
estate, the proper regulation of right-to-use programs should be based
on what the customer perceives he is purchasing. It has become increas-
ingly obvious to observers that the customer sees himself as buying a
long-term prepaid vacation.8 Although such vacations can be viewed
as "evidences ofinBeliVe'dness” or as providing the “risk capital” for the
construction of vacation housing, customers do not see themselves as
purchasing securities. They would not go to a security broker/dealer to
make such purchases. Although a long-term prepaid vacation can be
viewed as a leasehold interest in real estate,8 customers do not per-
ceive themselves to be purchasing real estate and would not return to
the real estate broker who sold them their houses to make such pur-
chases. Attempts to force time-sharing programs into either of these
patterns docs violence to both the actual situation and the buyer’s per-
ception.

Furthermore, it is unlikely that purchasers of right-to-use offerings
would compare such purchases with investments in AT&T or U.S.
Steel, that is, consider them to be part of their investment portfolio.
They are far more likely to compare such purchases with purchases of
cabin cruisers, fur coats, or foreign sports cars. These purchasers arc
likely to have rejected the purchase of second-home real estate in favor
of prepaid vacations because time-sharing plans will entail none of the
responsibilities of real estate ownership. If prospective purchasers seek
the advice of any of their advisors, they arc more likely to turn to their
travel agents.

If time-sharing programs are not securities or real estate, but need to
lie regulated to protect the consumer, then the one regulatory scheme
which is appropriate already exists under state consumer pro-
tection laws and the regulations of the Federal Trade Commission. The
only satisfactory alternative is the creation of an entirely new bureau-
cratic scheme. Neither the dimensions of the problem nor the public
need justify a new bureaucracy.

Federal and state consumer protection procedures are particularly
suited to regulation of the wide variety of programs which are found in
right-to-use types of time sharing. Whether or not further statutory
authority is necessary depends upon the particular statute involved.

h* [1977] Rkekkationai. L)tv. Today (C11D) 250.
8 These rig]hts arc also licenses and as such arc defined as real estate in Ore-
gon. See note 72 supra.
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Generally, however, the regulatory procedure should take the follow-
ing form. After appropriate public hearings, the regulator should adopt
regulations defining unfair practices. These regulations should outline
required disclosures to be made before sale. Either by statute or regula-
tion, the offeror should be prohibited from failing to state material facts
or failing to state facts which under the circumstances tend to make the
facts stated misleading—the standard securities fraud definition con-
tained in Rule 10>-5.HF8The regulations should also contain substantive
requirements on mortgage subordination or, in the alternative, fund
escrowing.86 While the regulator should be given the power to seek
injunctive relief, the principal deterrents should be civil remedies such
as double or treble damages, contract cancellation, and attorney fees.
Although a notice of offering might be required, no complex registra-
tion process, with its attendant increase in government costs, should be
included. Rather, the burden of establishing compliance should- be
placed on the developer— caveat vendor. Finally, the aider, abettor, and
underwriter liability concepts 1)1 securities law should apply to legal,
accounting, and sales personnel involved in the offering. Such a regula-
tory framework would olfer full protection to the purchasers of time-
sharings offerings.87

This regulatory process would limit the tendency of inapplicable con-
cepts and procedures to lie carried over such as would result from the
application of either securities or real estate laws. The sales personnel
would not have to be securities brokers/dealers when neither the seller
nor the buyer perceives that he is dealing in securities; nor would such
personnel have to be licensed real estate brokers when neither the seller
nor the buyer believes that he is dealing iu real estate. None of the
restraints properly imposed on the sale of securities and real estate
would be im|)oscd artificially o11 the sale of long-term prepaid vacations.
Instead, in addition to the developer’s sales personnel, travel agents
who arc trained and qualified to compare vacation opportunities could
engage in marketing these prepaid vacations.

Conclusion

Over the past decade, securities and real estate laws have been dis-

8 17 C.F.R. § 240.101*-5 (1977).

8 Fund escrowing is the escrowing of part of tlie tiine-sliarc sales proceeds,
as was originally required iu Florida to assure the buyers of proper care, main-
tenance, ami service or timely mortgage payments on the entire property, or both.
See note 65 supra.

8L With the exception of double or treble damages (punitive damages are pro-
vided), aider ami abettor provisions, and ¥>ossib|y the burden of caveat vendor,
this regulatory scheme could be put into effect in Oregon by applying to right-
to-use offerings the Attorney General's [lowers under the Oregon Unfair Trade
Practices Act. OKS 646.608(1),(2),(4) (1975).
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torted to accommodate the protection of buyers of various types of re-
sort housing. More recently, these same laws have again been strained
to provide such protection to the purchasers of time-sharing olTcrings.
Regulators providing this protection are now having second thoughts
as to the validity and priority of this protection in light of the basic
functions for which their agencies were creatcd.s8 After ten years, leg-
islatures and regulators are returnir g to the basics. They are recogniz-
ing that condominiums, whether heretofore treated as securities or not,
should be regulated as the buyers perceive them: as real estate. As part
of this process, the broader antifraud and civil remedies of securities
law, which originally justified securities regulation of resort housing,
arc being brought into real estate regulation.

A similar return to basic theory and public perception should be the
foundation of time-sharing regulation. Where the buyer acquires a real
estate interest in a condominium, as in TSO programs, regulation
should be part of the general condominium regulation process. On the
other hand, time-sharing olTcrings such as vacation leases and licenses,
which actually arc and are perceived by both sellers and purchasers to
be long term prepaid vacations, should not be regulated as either secu-
rities or real estate. Instead, they should be regulated under the con-
sumer protection laws as what they are: luxuries iu the form of prepaid
vacations.

ncte 45 sufira.



Cénsumer Protection Report

Real Estate: Alpert Corporation

Attorney General Duane Woodard reports
that a major legal victory was made possible
by a recent decision of the slate's Court of
Appeals. The decision held that the Colorado
Consumer Protection Act applies to trans-
actions involving the advertisment and s, e
of real property. The opinion reversed an
Arapahoe District Court ruling of November
2, 1981, that dismissed the state's consumer
protection lawsuit against Alpert Corpora-
tion, a home construction company.

The Attorney General brought suit against
the defendant in 1980 alleging numerous
deceptive trade practices associated with the
defendant's advertisment, construction, and
sale of new homes. District Court Judge
Shivers dismissed the suit on the ground that
the Consumer Protection Act does not apply

to real estate transactions. The Attorney
General's  Consumer  Protection  Office
appealed this decision to the Court of
Appeals.

In its opinion, the Court of Appeals held that
the specificlanguage of the Consumer
Protection Act rend together with its broad
protective purpose indicates nn intent by the
legislature to include real estate transactions
under the Act. Writing the opinion for the
Court of Appeals, Judge Kirshbaum stated:

. We conclude that the
general assembly has deter-
mined that false or misleading
statements in the ad-
vertisment or sale of real
property are subject to the
provisions of the Consumer
Protection Act.

For further information contact Assistant
Attorney General J.T. Reed at (303) 866-
3611.

Timesharing: Scatime Associates, Inc.

General Sachs announced that two former
officers and one former employee of Sentime
Associates, a now-bankrupt condominium
timesharing firm, have been indicted on
charges that they misappropriated over
$1.3 million of the company's proceeds and
counterfeited nnd recorded phony deeds to

-14-
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timeshare units in Ocean City apartments.
The indictments against Kenneth F. Puckett*,
the former president of Seatime Associates,
and Warren J. Rowe, Sr., the secretary-
tre surer of the corporation, accuse them of
misappropriating money paid by purchasers
between September 18, 1978, and May 31,
1982, for timeshare intervals in Seatime's
two buildings in Ocean City. Puckett is also
accused of counterfeiting deeds that pur-
ported to transfer title to six timeshare
intervals at Seatime, and Peggy J. Kelly, a
former Seatime employee, is accused of
filing the bogus deeds in the office of the
Clerk of the Woaorcester County Circuit
Court.

General Sachs also announced that Worcester
County Circuit Court Judge Cathell has
approved a final plan designed to resolve the
outstanding claims of some 200 consumers
who purchased vacation timeshare intervals
from Seatime but never received clear title
to the units and might have lost hundreds of
thousands of dollars in investments because
of the defendants' alleged illegal activities.
(For more details see October Consumer
Protection Report p. 12.)

An investigation of Seatime was launched
last summer by the Maryland Real Estate
Commission nnd the Attorney General's
Consumer Protection nnd Criminal Investiga-
tions Divisions after information surfaced of
irregularities in the promotion and sale of

timeshare intervals in the Seatime Con-
dominium. Because of the suspected
irregularities, consumers faced imminent

foreclosures on their property by the parties
who had financed Seatime's acquisition of 54
units in the 100-unit project.

For further information contact Assistant
Attorney General Gary Jordan at (301) 576-
6389.

Telephone Solicitations: Casino Enterprises
General La Follette announced that his
Office of  Consumer Protection has
completed the third of seven lawsuits started
last year against "Wats-Line Hustlers" by
obtaining a judgment against Casino Enter-
prises, Inc., of Las Vegas, Nevada, that
requires the firm to make restitution to
Wisconsin consumers who filed complaints
with the office.
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For further information contact Senior
Assistant Attorney General Herschel EIlkins
a t(213) 736-2097.

Pyramid Schemes; [Illinois

General Fahner has recently obtained a
decision holding that pyramid schemes are
deceptive per se and a violation of the Illi-
nois Consumer Fraud Act. The decision
concludes a three-year legal battle that
followed the filing of a consumer protection
lawsuit against Eather M. Woolbright, the
promoter of a chain and pyramid scheme.
The suit alleged that pyramid schemes were
deceptive per se and enumerated various
misrepresentations made by Woolbright, such
as indicating that the scheme was legal when
in fact it constituted an illegal lottery.
Residents complained to the Consumer
Protection Division in 1979 that Woolbright
and his partner Thomas Walsh induced them
to participate by saying that the Attorney
General had said the scheme was "legal."
Court action against Walsh has been
suspended pending the outcome of his efforts
to seek financial protection in bankruptcy
court.

Variations of the Woolbright-Walsh "Circle of
Platinum™ operate in practically every
county in the state, eventually resulting in
the loss of millions of dollars to several
thousand Illinois residents.  According to
Assistant Attorney General Kent Sezer, the
fau ran its course in 1980 due to bad publi-
city, arrests by local authorities, and ex-
haustion of the supply of potential par-
ticipants. The pyramid scheme operated in
the manner of old-fashioned "chain letters,"
but involved the gathering of participants at
parties, rather than using the mails.

For further information contact Mr. Sezer at
(217)782-9020.

Telephone Solicitations; Business Supplies

General La Follette announced the filing cr
three lawsuits as the first part of a compre-
hensive program to combat frauds against
Wisconsin businesses.  General uufolictte
explained that there has been a dramatic
increase in the number of Wisconsin
businesses victimized by fraudulent out-of-
state operations. "These so-called 'WATS-

October 1982

line Hustlers' prey on legitimate business
people by engaging in a variety of fraudulent
practices, including phony contests, product
and price misrepresentations, deceptive
billing schemes and even employee bribes."”
The office has filed lawsuits against Eastern
Supply Corporation and Executive Supply
Company for fraudulent telephone solicita-
tions in the sale of photocopy supplies;
Quality Promotions for an illegal contest
scheme in the sale of pens and other pro-
motional merchandise; and North American
Lighting Products for billing customers for
unordered merchandise. The complaints ask
for injunctions to halt these practices and
civil forfeitures of up to $200 per violation
from each of the four firms.

The Attorney General's office is also
establishing a "Fraud-Alert" system whereby
reports of suspicious solicitations can be
immediately relayed to the business com-
munity and appropriate law enforcement
agencies.

For further information contact Assistant
Attorney General David Gilles at (608) 266-
1792.

Timesharing: Seatime Associates, Inc.

As a result of a suit filed against Seafirne
Associates, Inc., Maryland Attorney General
Stephen Sachs' Consumer Protection Division
and the State Real Estate Commission ob-
tained a court-ordered appointment of a
receiver to oversee the operation of the
financially troubled condominium time-
sharing firm. According to the suit, Seatime
Associates owns ubout 29 condominum units
in two buildings, Seatime North and Seatime
South, located in Ocean City. Seatime also
negotiated for the purchase of an additional
25 units in the 100-unit complex but never
gained unencumbered title to them, General
Sachs said. Nevertheless, the company "sold
timeshare intervals in these units to Mary-
land consumers nnd others and failed to keep
the money paid by the purchasers in an
escrow account as required by the contract
of sale, or to apply the money towards re-
ducing the encumbrances on the condo-
minium units, to which it did not have full
title,” according to the suit. The consumers,
therefore, have not received clear title for
their intervalsthe lire*:
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The suit states that in a few cases, the
company sold the same timeshare interval in
the same condominium unit to different
consumers. Consumers purchased the right
to occupy the condominium units for one or
more specific weeks per year for 50 years, at
prices ranging from $2000 to $8000 per
interval, depending on the period of the
year. Now that Seatime is "insolvent,” the
suit contends foreclosure on the units is
"imminent” and approximately 1000 to 1500
consumers may lose their entire investment.

The suit also asked the court to order the
company to pay refunds to consumers who
bought timeshares in condominum units the
firm did not own and to those who bought
timeshare intervals after other purchasers
were sold the same periods.

For further information contact Assistant
Attorneys General Francis X. Puge or Martin
Kandel at (301) 659-6220.

LEGISLATION
California

General Deukmejian announced that his
state's legislature passed Senate Bill 1965,
which is designed to provide consumers with
greater protection when dealing with the
mortgage brokering industry. Specifically,
SB 1965 will require udditional reporting and
disclosure requirements of real estate
brokers involved in soliciting or servicing
real estate sales contracts and/or promissory
notes. It will also provide the State Real
Estate Commissioner with additional authori-
ty to protect investor assets in the real
estate investment market more effectively
and comprehensivley.

In addition, the bill permits a court appointed
receiver to exercise all the powers of the
licensee, including the filing of a petition in
bankruptcy so that assets are fully protected
by federal court.

Connecticut

Connecticut has strengthened its 1976 Health
Spa Law, which covers health spas, sport and
health clubs, figure salons, health studios,
saunas, weight control studios, and self-
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defense programs such as judo or karate, to
include racquet ball courts, tennis and golf
clubs, platform tennis clubs, gymasiums, and
organizations teaching martial arts. The law
as amended now requires each facility to
obtain a license from the State Department
of Consumer Protection even though its main
office already holds a license.

STATE ACTIVITIES
Massachusetts

General Bellotti recommended a sharp reduc-
tion in the automobile insurance rates that
the industry has requested for 1983. General
Bellotti called for a limitation of the overall
increase to 2.5 percent, in contrast to the
automobile insurance industry's request for a
19.4 percent increase. The proposal was
contained in an advisory filing submitted to
the state's Insurance Commission.

Research by General Bellotti's office of
insurance claims handling practices on
several companies suggests that the industry
as a whole may have overstated its losses in
this year's rate filing by nearly $10 million.
The Attorney General's filing called upon the
insurance commissioner to require an audit
to review the industry accounting practice of
including losses that were paid due to com-
pany error as justification for the industry's
rate increase request.

Alabama

Alabama Attorney General Charles A. Grad-
dick issued a warning to businesses in the
state concerning misrepresentations made by
out-of-state supply companies. "Paper
piracy” is rampant in the state, according to
General Graddick, and many businesses are
being called to place orders. The majority o!
these companies are based in California and
are under investigation by the postal authori-
ties there. The supply companies misrepre-
sent their affiliation with national suppliers,
leading the buyer to assume he is purchasing
from the national company.

Many unscrupulous sales tactics are used,
including misrepresenting the source, prices,
and reasons for contacting the local
businesses. Complaints indicate that the
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T0 Assistant Attorneys General

for Consumer Protection

FROM Robert J. Hughes ;m <]\
Federal-State and Consumer Relations
Office of the General Counsel

SUBJECT: Timesharing Plans

Attached for your information and such use as may be
appropriate in matters involving possible unfair and deceptive
acts and practices in connecbion with the advertising and sale
of timesharing plans are copies of the § 205 synopsis
covering vacation certificates and a brochure prepared by
FTC staff offering advice to consumers considering the
purchase of a timesharing plan. The brochure contains the
same suggestions as the FTC Factsheet, a copy of which is
also attached.

[f you have any questions, please feel free to call
Alan Schlaifer on (202) 523-3861, the attorney in our
Bureau of Consumer Protection most knowledgable about such
matters, or this office on (202) 523-3630.

Attachments



SYNOPSIS OF FEDERAL TRADE COMMISSION DECISIONS
RELEVANT TO VACATION FEMOTION

The Federal Trade Commission has determined that the following
acts and practices are unfair or deceptive and are unlawful wunder

Section 5(a)(l) of the Federal Trade Commission Act, 15 U.S.C.
§ 45(a)(1).

1. It is unfair and deceptive to use a fictitious promotional

plan or illusory contest as a device to obtain leads to a prospective
purchaser. %

2. It is wunfair and deceptive to represent that prospective
customers are specially selected recipients of offers for vacations,
goods or services, when such is not the case.3

3. It is unfair and deceptive to represent that a particular
product or service is being given" away at no charge or that
a bona fide contest is being conducted when such is not the
case.-3

Market Development Corporation, et al., Docket Number
9067 (1980); Household Sewing Machine Company, 75 F.T.C.
207 (1969); Twentieth Century Business 3uilders, Inc.,
23 F.T.C. i3jil (1939).
2 Market Development Corporation, et al., Docket Humber
9067 (1980); Arthur Murray Studio of Washington, Inc.,
et al., 78 F.T.C. 401 (1971 ), aff 'd, 458 F.2d 622 (5th
cir. 1972); American Music Guild, Inc., 68 F.T.C. 13 (1965);

Basic Books, 56 F.T.C. 69 (1956), af£fld, 276 F.2d 718 (7th
Cir. 1960); Kalwajtys v. F.T.C., 52 F.T.C. 721 (1956),
aff'd, 227 F.2d 654 (7th Cir. 1956), cert, denied, 352
u.s. 1025 (1957); F.T.C. v. Standard Education Society,
16 F.T.C. 1 (1931), rev'd, 86 F.2d 692 (2d Cir. 1936 ),
rev'd, aff'g Commission opinion, 302 U.S. 112 (1937).

3 . Market Development Corporation, et al., Docket Number
9067 (1980); Arthur Murray Studio of Washington, Inc., et
al., 78 F.T.C. 401 (1971), aff 458 F.2d 622 (5th Cir.

1972); Kalwajtvs v. F.T.C., 52 F.T.C. 721 (1956), aff'd,

237 F .2d 654 (7th Cir. 1956), cert, denied, 352 U.S. 1025
(1957 ); Moye Photoorao'ne-s, 50 F.T.C. 926 (? 954 ); Champion
Battery Co., 34 F.T.C. 433 (1941); F.T.C. v. btanaaro Education
Society, 16 F.T.C. 1 (1931), rev'd, 86 F.2d 592 (2d Cir.

1936), rev'd, aff'g Commission opinion, 302 U.S. 112 (1937).



4. 't is unfair and deceptive to fail to affirmatively
disclose material facts, such as the requirement that a participant
attend a land sales presentation or pay a service charge, which

would affect a consumer's decision to make a purchase of a vacation,
goods or services.4

5. [t is wunfair and deceptive to falsely represent that
refunds are available or will be made where there is a failure
or refusal to provide refunds.5

6. [t is unfair and deceptive to falsely represent the
true nature, character and activities of a business in order
to induce the purchase of goods or services.5

7. It is unfair and deceptive to falsely represent the
existence of a relationship with, or connection to, any company,
firm, or individual, including arrangements for co-sponsorship
or authority to act as a representative in order to induce the
acceotance of an offer of a vacation, goods or services.”?

4 Market Develooment Corooration, etal., Docket Number 9067

(1980); Pfizer, Inc., 81 F.T.C. 23 (1972); All-State Industries

of North Carolina, Inc., 75 F.T.C. 465 (1969), aff'd, 423

F.2d 423 (4tn Cir. 1970), cert, denied, 400 U.S. 328 (1970);

Tashof v. F.T.C., 74 F.T.C. 1361 (1968), aff'd, 437 F.2d

707 (D.C. Cir. 1970).

5 Jav Norris Coro., 91 F.T.C. 751 (1973), aff'd, 598 F.2d
1244 (2d Cir. 1979 ); C-oodman v. F.T.C., 52 F.T.C. 982 (1956 ),
aff'd, 244 F.2d .534 (9th Cir. 1957); National Owptical Stores
Co., 46 F.T.C. 694 (1950); Cookware Associates, 40 F.T.C.
654 (1945).

6 Product Testing Co., 64 F.T.C. 857 (1964), aff'd, 339
F.2d 603 (3rd Cir. 1964); Niresk Industries, Inc , 55 F.T.C.
1889 (1959 ), aff'd, 278 F.2d 337 (7th Cir. 1960 )," cert.
denied, 364 U.S. 883 (1960); F.T.C. v. Royal Milling Co.,
15 F.T.C. 33 (1931), rev'd, 58 ?.2d 581 (6th Cir. 1932),
rev'd, aff'g Commission opinion, 288 U.S. 212 (1933).

7 Market Development Corooration, it al., Docket Number

9067 (1980 ); Sterling Drug, Inc., 47 F.T.C. 203 (1950);
The Richmond Brothers Co., 36 F.T.C. 482 (1943); Champion
Battery Co., 34 F.T.C. 433 (1941).



8. It

tn

is unfair and deceptive to represent that there
is any limited time in which to accept the terms of an offer
of a vacation, goods or services, when such is not the case.8

9. It is wunfair and deceptive to falsely represent the
availability or quality of prizes or awards, including hotel/motel
locations and accommodations.38

10. It is unfair and deceptive to falsely represent the
true cost, value or worth of the vacation, goods or services,
being offered.

11. It is wunfair and deceptive to fail to affirmatively
disclose that an offer of a vacation, goods or services, is connected
to the sale or jomotion of any other goods .or services, when
such is the case.

Approved: December 16, 1980
Resolution: Approved December 16, 1980 in File 812 3042,
Unnamed Vacation Award Promoters

Market Develooment Corporation, et al., Docket Number

*9067 (19S0); Basic Books, 55 F.T.C. 69 (1956 ), aff 'd, 276

F.2d 718 (7th Cir. 1960); National Optical Stores Co.,

46 F.T.C. 694 (1950 ).

Market Develooment Corooration, et al., Docket Number

9067.(1930); American Music Guild, Inc., 68 F.T.C. 13 (1965).

Grolier, Inc¢c., 91 F.T.C. 315 (1973); Sstee Sleep Shoos,

Inc., 65 F.T.C. 274 (1954 ), Giant Fooa, Inc., 61 F.T.C.

326 (1962), aff'd, 322 F.2d 977 (D.C. Cir. 1963), cert,

denied, 375 U.S. 967 (1964); George's Radio and Television

Co., 60 F.T.C. 179 (1962); Niresk Industries, Inc., 55

F.T.C. 1389 (1959), aff'd, 273 F.2d 337 (7th Cir. 1960),

cert, denied, 364 U.S. SS3 (1960); Kalwajtvs v. F.T.C.,

52 F.T.C. 721 (1956), aff'd, 237 F.2d 654 (7tn Cir. 1956),

cert, denied, 352 U.S. 1025 (1957); Thomas v. F.T.C., 30

F.T.C. 510 (1940 ), aff'd, 116 F.2d 347 (10th Cir. 1940 );

F.T.C. v. Standard Education Society, 302 U.S. 112 (1937),

rev'd, 86 F.2d 692 (2d Cir. 1936); rev'd, aff'g Commission

opinion, 16 F.T.C. 1 (1931).

|\arkat Develooment Corooration, et al., Docket Number

9067 (1930); Pfizer, Inc., 31 F.T.C. 23 (1972); AIll-State

Industries of North Carolina, Inc., 75 F.T.C. 465 (1969),

aff'd, 423 F.2d 423 (4th Cir. 1970), cert, denied, 400"

u.s. 823 (1970); Tashof v. F.T.C., 74 F.T.C. 1361 (1953),

aff'd, 437 F.2d 707 (D.C. Cir. 1970).



TEN TIMESHARE TIPS

Planning your next vacation? You may have considered "vacation
timesharing," tha use of a vacation home for a limited, pre-planned
time. It's an increasingly popular way to take vacations. In fact,
timeshare sales have nearly doubled every year since 1975, with sales
in 1980 exceeding $1 billion. But buying a getaway to paradise can
have problems. You should carefully consider the risks as well as the
benefits before signing a contract or check.

There are two main kinds of timesharing plans. With the deeded
type, you own an interest in a piece of real estate. In the nondeeded
plan, you buy a lease, license, or club membership which lets you use
the property for a specific amount of time each year for a stated number
of years. With both types, the cost is proportional to the length
of time per year you want to buy.

As with any purchase which costs thousands of dollars, be sure
you understand what you're getting BEFORE you sign any papers or pay
fees. We suggest you consider the following points before you purchase
any type 0f timeshare. This information is intended only to assist
your decision, and should be used with careful analysis and professional
advice concerning all aspects of a timeshare purchase.

1. Consider the value of "gifts" and "awards" often used to promote
timeshare sales. Manysailers offer prizes to interest consumers in
listening to sales talks. However, you must sit through the sales
presentation in order to receive the gifts, which are usually inexpensive
items. Common promotional giveaways include gems with little or no
value as jewels, "solid-gold" ingots with minimal gold content and worth
no more than a few dollars, or "vacation awards" which don't oover major
costs such as travel and food.

2. A major reason peoplebuy timeshares is for the convenience
of having pre-arranged vacation facilities. Howevpr, if your vacation
plans are subject to last minute changes, if they vary greatly in length
and season from year to year, or if it is possible that you'll move
a long distance to a new city, you should consider whether you'll regularly
use a timeshare facility.



If you join a club or other timeshare plan with units in more
than one place, find out as much as you can about the facilities in
each location and the frequency with which you can travel to each place
In other words, will you be able to go to a beach resort youlike every
year or, for example, only one year infour?

3. Evaluate any investment claims made by the seller. The future

value of a timeshare depends on many factors.. Resale of the timeshare
may be difficult. The seller's prices, even if they increase, may be
higher than you could get if you resell. You may face competition from

the firm that sold you the timeshare, or local real estate brokers may
not want to induce the timeshare in their listings. Closing costs
broker commissions, and arranging financing should also be considered.
And even if a building increases in value, a one-week deeded timeshare,

for example, will giv*>' you a return on only 2% of a single unit in
a building.
4. Calculate what the total cost of your timeshare will be by

planning for added expenses such as finance charges, travel costs and
annual fees. Be aware that annual maintenance costs may well rise at
rates which equal or exceed the inflation rate. Find out if there are
[imits to cost increases at your project. Compare estimates of what
your timeshare would cost on a weekly basis with the rates of similar
acc *inodations you could rent i,\ the same location.

5. Review all documents and don't act on impulse or under pressure
Comparison shop, and have an attorney familiar with timesharing review
all papers before you make a purchase. Find out if the contract, provides
a "cooling-off" period during which you can cancel the contract and get
a refund. If there is a provision like this, use that time to carefully
investigate and consider your decision. If there is no cooling-off
period, be absolutely sure you understand all aspects of the purchase
and review all materials before you sign.

6. Make sure everything promised orally by the salesperson is
included in the written contract. Be especially cautious if verbal
claims contradict the contract.

7. Remember that exchange programs, which olfer the opportunity
to arrange swaps with other resorts in different locations, usually
can't be guaranteed. Are you buying a timeshare only or mainly for
the exchange privileges? There may be some limits on the exchange
opportunities. For example, you may need to request use of the facility
far in advance. Travel costs may be prohibitive, or you may not be
able to "trade up" to a bigger unit or a more popular time of year.

Of c'urse, your unit must be built and operating properly, cr you may
not si able to exchange at all.



8. Your resort may be a good place to vacation only if it is run properly
in the future. Therefore, research the "track record" of the seller, developer
and management company. Visit the facilities and, if possible, talk to other
Try to obtain information from local real estate agents, Better Business Bureaus,
and consumer protection offices. Learn about what will be done to manage and

the property, replace furnishings as needed, and give you promised services
these arrangements be adequate? If so, for a long period of time, or just
near future?

9. If you're buying a timeshare in a property where the facilities
haven't been completed, get a written commitment frcm the seller that they
will be finished as promised. One way to protect your financial interest
during this waiting period is to ask that enough of your money be held in
escrow to ensure that the facilities will be oompleted and free of claims
against the developer.

10. Find out what your rights are if the building or management
company has financial problems or in sane way defaults. See if your
contract includes two clauses concerning "non-disturbance” and "non-
performance.”" The non-disturbance provision will protect you Lrcm
claims by a third party against the developer or management firm which
could prevent you from using your unit. The non-performance protection
clause will allow you to keep all your rights, even if a third party,
such as a bank, needs to buy out your contract. See an attorney for
more information about these provisions



Council of

r

North American

Batter Business Bureaus, Inc. $ Securities Administrators Association, Inc.
1515 Wilson Boulevard 100 East 9th, Suite 204 «P.0. Bos 1516
Arlington. Virginia 22209 Topeka. Kansas 66601

January 1984 Re: Investor Alert on Vacation Timesharing
Dear Better Business Bureau Chief Executive O fficers

and North American Securities Administrators: erd

MW jhvOi.ti iillitita
Enclosed you will find the latest quarterly "Investor Alert" prepared by the
North American Securities Administrators Association (NASAA) and the Council of
Better Business Bureaus (CBBB). This Alert, which is of interest to both U.S. and
Canadian <citizens, warns investors about problems that can be encountered when
investing in the burgeoning vacation timeshare industry. 1t not only describes
possible problems investors can encounter when buying timeshares, but also
explains how timesharing works and gives eight tips for potential investors.
As has been our practice, we have included with copies of the Alert a model press
release that you may feel free to use in whole or in part to help disseminate the
important information presented by this program. It generally follows the
national press release issued by NASAA and CBBB. Space is provided for insertion
of names of appropriate state or local securities administrators.
This is the first anniversary issue of Investor Alert, the joint NASAA/CBB3
program. Both organizations have been enthusiastic over it and feel national
interest and response has grown as the program has progressed. There has been
excellent coverage of the Alerts in both national and local media, including
national magazines and network television.
We again encourage as wide as possible distribution of the information contained
in the Alert. Feel free, if you wish, to create or use your own logo for local or
state distribution or to simply reproduce the Alert bearing the program logo.
Regardless of the manner in which you <choose to distribute the Alert, we
encourage the insertion of the names, titles and addresses of your BBB or
security administrator's office at the end of the document as a message to media
that you are available for questions and interviews on the subject. We again urge
as wide as possible distribution of this release through your own local mailing
lists of newspapers, radio ani television stations and cooperation with vyour
local BBBs or securities administration counterparts.
Best regards,
4N—a

'WILLIAM H. TANKERSLEY, President MICHAEL UNGEP/, Presid/nt
Council of Better Business Bureaus North American Securi>fes

Administrators Association



DEPARTMENT OF LAW
OFFICE OF ATTORNEY GENERAL
CONSUMER PROTECTION SECTION

BILL SHEFFIELD, COVEKNOR
REPLY TO

10J1 W 4m. SUITE 10
AUCHOPACE ALASKA 99501
PHONE (90?) 279-0428
Tsl NATIONAL CENTER
100 CUSHMAN. SUITE 400
FAIRBANKS. ALASKA 99701
PHONE 1907) 456-8588

SS PULLER BLDG
4m & HARR'S. SUITE 214
POUCHK

JUNEAU. ALASKA 99811
PHONE 1907) 465-3692

April 9, 1984 ___ STATE COURTHOUSE ROOM 26
PO BOX 671
VALGEZ. ALASKA 99686
PHONE (9071 835-2462
Honorable Richard I. Eliason
Attention: Sheila Peterson
Alaska State Legislature
Pouch V (11S3100)
Juneau, Alaska 99811
Dear Senator Eliason:
Re: Senate Bill 494 relating
to the sale of timeshares
Enclosed are some additional materials which might be
helpful in consideration of the above-mentioned bill.
| am looking forward to testifying before this Senate
Labor and Commerce Committee on Thursday, April 12, 1984, at
11:30 a.m. in Room 211 of the Capitol Building. Please notify me
if there are any changes in the schedule.
Thank you very much for your interest in this
legislation.
Yours very truly,
NORMAN C. GORSUCH

ATTORNEY GENERAL

By:
Mnda 11
Assistant
Consumer

law

Enclosures

Protection

VIf «frfeHtSM UV xO0

O'Bannon

Attorney General
Section
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The Ieglal and financial catastrophe
which heféll Honda devclc>prr John R.
Swaim has put timeshanng resorts in
New York and Virginia at tlie brink ol a
bank auction. )

o Lake Placid Resort Club in Lake
Placid. N.Y.. sold some 1.190siurcs in 35
units before tlie state attorney general
ordered a halt to sales Dec. 9 1982 Four
months later. Apnl 21. 1983 th Key
hank ol Northern New York lorcdosed
on the protest, .ind a arnrt upheld the
foreclose in (Ycrmtier 1983. Now the
%&( plans to auction the rrsort hy Agpril

.+ Massanutten Village near Har-
risonburg. Va.. was Iacmg nProbl_ems at
the same time tlie_ attomry itmcril
dampesi down on Like Placid. At the
Virginia rrsort. comtniction «{ Phase 30

it

Sweetwater

Volume 111 Number 11

arred

n utten

a five-unit building) was stopped in
lovember 1982 when the rrsort failed to
make payments to the contractors. The
Washington Post detailed the predica-
ment of 120 owners M the incomplete
units of Phase 30 in a Nov. 5, 1983story,
and as many as 500 additional Qwners in
Phases 31 throug%g% may be in jeopardy.
On Doe. 14. 1983, Union National bank
of Pittsburg foreclosed on the resort.
Union National then intended to buy the
resort at a Unitary auction, but Swaim's
P_arent .company. First Federal Corpora-
ion., filed a Chapter X' reorganization

petition in U.S. Bankruptcy Court in Har-

nsonburg on Dec. 16, 1°63.

All tlie while, lohn R. Swaim. 52. was
free on SIOCXX) bond after his March 7.
1983 arrest in St. Petersburg. Fl., where
lie was charged with grand theft for
"usm% roperty_of another in excess of
$300.000" ‘for fils own purposes. Al a

%Uﬁf

on Course,

final plans clue March 1

B R R e
PARK CITY. UTAH - Sweetwater,
Inc.. of Salt lake City and five associated
comfunics hied lor feorganization under
the E(rotectlon ol Chapter Xl of tise U.S.
Bankruptcy Code four months ago.
While the"Sept. 23, 1983 filing has kqu
company oilioalsand creditorsalike bus
gylng to come to terms, owners at Par
City. Utah.  Sweetwater’s  flagship
timeshare development, seem unaffected
hy the corporation’s financial difiiculties
“As far as | can see." Park Cilv
marugrr Cathy Oblan said in miii-
January, “there’hasn't lecn any change.
Thr ovimers air still using their'weeks™.
Resort  Systems, which owns  anil
operates thr completed Park City
development, is a wholly-owned_sub-
wdury of Sweetwater.” Inc  Resort
emms also filii lor protection under
hapter X but, said Sweetwater
pibUast  Heidi Sivinlon only as a
technlcalllg to protest tlie owrier-
Resort Systems civ-MgnnJ a Sweet-
water note large enough to banknipt tin-

manalgement comjwnv if it wne forml to
pay ([ie parent corporation's debt, which
may be ‘as much as $22 million. Oblan
calfed the co-signing an “indcsaetion.”

Income from owner maintenance fees
has been steady and, as always, sullicicnt
to provide Ic” llie routine ‘upkeep and
maintenance of tlie property.  “The
owners.” she added, “are not wring
an?/thlng luppen to tliem, They've been
able to continue with vacations as usual."

Owners questioned by TSIR at the
rrc.irt echoed Oblan's assessment. *1
haven't come across any problems at all,”
said San Francisco owner Brian Sourx,
‘and I don't expect to.” )

Sours and otlier owneni report no ajv
parrnt_changes in maintenance, upkeeﬁ,
or maid «rvice from pnor viv.s to the
92-un:| development. o

_ We were notified hy mail." saida San
Dirgp woman who “visits Park City
reqularly. "We've kept tip with our
nuitnmance lees and cant tell any ail
frrrnczin our unit or in the way the place
is being run from the last lime we were

( onidtl iij payr 11
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preirial hcai.ng, Jan. 16, 1984. Swaim
pleaded "no contest” to third-degree
grand theft and was placed on 18 moniths'
probation and ordered to pay _%11,515
aIt_hou?h adjudication of quilt was
““,“L\“ed"'- th the Lake Placid
nd in the wake of the C
ami Mauanuttrn orrc_ftmlro, aim& _ln
Minnesota and a savings and leun in
Mississippi have stuccumlKxI. Tlie Federal
Dgnnit Insurana  Corp. (FDIC) took
control of the, Minnesota lawsuit against
Swaim, and tlie Federal Savingsand'Loan
Insurance, Corp. (FSLIC)™ puned _a
Mississippi S U L and _chargied him with
“illegal consplracl\x_“ in atemF[tl\r)\%_ a
takeover of tlie Mississippi thrift which
made a $32.5-millu>n commitment to

Swaim.

On lan. 6. 1934 Judge H. Clyde Pear-
son of the federal funkruptoy court bar-
red Swaim from Massanutten Village ex-
cept lo prepare the reorganization plan.
The judge's order read: i
_ “Tohn R. Swaim dull not. directly or
indirectly, interfere or participate inany
way in the operation and management of
business conducted at Massanutten
Village.” o

. Swaim also was prohibited from gel-
ling paid or having any access to funds
held by First Federal Corp. |he corpora-
tion, now directed by Ronald Peteher. lias
payroll and operating costs of $317,000 a
month. The ud%e ordered Pefchfr to be
bonded for _SJOO. \K>and required hun lo
file weekly firuncial reports, which wit! be
sent to creditors More than $3 million is
owed, and there are 2n major unsecured
creditors. o ]

. Meanwhile. Swaim is still operating a
Ithrgeshanng resori at French lick Spnngs,

HULK HAIL
US POSTAGE

PAID
Soulh Miami, FL 33143
Permit No. 6260

If this knotted spool of thread seems
difficult to untangle, judtges and attorney!,
are overwhelmed by if as well. Whim
mechanics liens of $126,000 were filed al

G vttinned cn pu$t 11

BARERRRE Rl

~ MONTPELIER, Vr - The influx of
timeshanng resorts in this tourist haven
has resulted recently In an unusual
crackdown by the state attorney ?rneral
against a Stowe resort suspected of
fraudulent sales practices.

In_an agreement ol unprecedented
magnitude, the state forced Mountain-
side Resort lo cancel $1.5 million in con-
tracts with 140 customers and Rer_-
manently alter questionable sales techni-
ques. Ihe legal agreement reached with
Mountainsides owner. Avenue Resort
Properties Inc. of Honda, marked this
stales lirst major attempt to control the
burgeoning timeshare industry.

_Vermont Attorney Gereral lohn
Liston said MouiitmiMtlr was singled
out Irom a hail-dozen nwlor timesharing
companies located in Vermont txxause
its laclks resemb

Gt pf 1

INSIDE LOOK

Line ol the crucial elements ol a
siiccrsstul limeslure' proud is an ac-
curate budget lor the homeowners
asMxiation  WIn'h done properle/, a
i”roiesMonal budget lend* cmlihlilv to
I« resort Susjn Kelley of SKF
Managrmrni o« 1Kiwis_Awcu-
lion | Svig»nrspl.uns some iiiipvtinl
lumLiMH'ni.'Is ol tix- keffovi
Pu'e Is If
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civittinitiil nrnl
Vermont

based upon
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Weil Km_ looking it everybodx.'
Easton slid. It lust so happeried that
Mountainside turned out |o have the big-
gest sales volume and the worst salés
practices. .

Under the agreement reached in
October 1°82 and made public a year
later. Mountainside rctunded néarly
SKO QX in initial purchase payments
made by 110 Vermonters and 30 out-ol-
i.ate résidents lor one-week rights to
condominiums in the resort.

The rrtunds were doled out based on
buyers' responses to an independent
sufvey, and only about 15 percent ol
those"wha hougfit shares in the complex
were reimbursed. Some buyers left out ol
the settlement were unhappy, but to
repa%/ment ceiling contained in the agree-
ment made it impossible lo reimburse
evrryonc. L

In lact. state officials said. that would
have defeated the purpose ol the secret
pact. Mountainside accepted radical
changes in its procedures under threat of
a lawsuit tor violation of Vermont's con-
sumer fraud laws, upon which Easton
relied in the absence ol state statutes
regulating timesharing. The limited reim-
bursemenit plan was in the bes| interest of
the state and Mountainside. Easton said,
since a lawsuit_ might have forced the
company out of business.

Ve wanted to protect consumers,
hut wedont want to protect consumirx
at the expense ot those who have alread
purchased.” Easton said. Its a rid
problem lor us " o

Resort Dmks Violations

Mountainside  strongly =~ and
categorically denied an¥ violation ol
stalg law at the time ol the agreement
and company ollictals could not In'
reached lor further comment. However,
the company lias replaced Its sales stall
(hanged its’ markefing techniques. and
promises! to clear all new sales materials
\letth the Attorney (General's Ollue in the
uture.

Tin* unfair and deceptive" practices
which Mountainside aIIe_(t;edIy used rang-
ed twin deceptive protit_protections 0
hlgh'presMii* sales” methiHls. I'oienti.il
Kiycts were t ilicctf to tin* resqrt With ol-
fro o lice ﬁl|ts then required to stt
through lengthy sale* presentation™ U'fntr
recelvmg them Huyen were urged to
make a deposit on a tnit tlut day or lose
the ogé)orm_mg 1o bug at a ‘discount or
o receive lin.uuing Irom Mountainsice

Lhr Attorney General said the resort
used the threat ol internally-generated
Brlce iruleases and tailed” 10 inform
uyer* thal there was no proven resale
market lor ux timeshares.. "mlsleadlnﬁ
?ur_chasers lo Mirvc that iliey Could se
Iuir_unit tor a substantial profit.”

The At[orne?/ General said some pur-
Husris were told that Easton, who lives
in Stowe, |.ul jHfftonally approved ol
ihe fimrshares or bought one himxell
~"l've _ tried

nsl 10 appear anti*
tlme_shannq.' Easton siil_ noting a visii
he inatir lo Mountainside during Us
devg!ovment m X have lent a ' kerel of
truth' To such claims.

"Our point is under the consumer
fraud. law  some hmg can I literally
truthful and xtll In- ifeirptive to violate
it he sani
.. The lot ol allegations against Mono-
tjinsidc is lengthy”in thr E{Ja e agnv-
ment reached with the state, Buyers wen-
told. lor example, that Timediate units
could ea15|l¥\l be traileii with_ones
throughout North America and Europe

refund

investment?"®

order
research

buyers

through an exchange prOthram known as
Resort Condominitims International, but
they were not advised about risks and in-
flafionary costs involved. The. resort
sales staff also created. the false impres-
sion that timeshare units were scarce at
the prices offered, which state officials
said’ ranged from_$3,000 to $12.000
erpeAding on the sife of the unit and the
week reserved. . .

) DesFlte such techniques. Mountain-
side sold one-week timeshares in its 33
condominiums to nearly 1.000 buyers
Erlor_ to the agreement. according to

owin Hobson™ an assistant attorney
general assigned to the case.

The state tracked down buyers
allegedly defrauded by the resort with
the "aid” of Becker Research, a Boston
survey firm, which was directed to lind
people who bought the units chiefly as
an Investment. So that buyer response’s
would no* be aUected befare ihe Survey
was finished, a Vermont court seated
Mountainsides agreement with the stale.

Easton only made ihe case public last

*Our point is, under the

consumer fraud law,
something can ke literal’}/
truthful and still ke deceptive
to violate it."

November, alter buyers had been iden-
tified and repaid. )

The publicity grompted complaints
Irom some of the 850 buyers left out of
the deal. ] ]

"I feel I've been victimized." Underhill
resident Roy Allen said at the time. Allen
vowed not only to pay ﬁlhe S5.000 he till
OwWes on his unit, which he already has
spent S3.400 on.

Paul Hansen of Alburg was even
more upset about his $3,200 investment
In an, S11.000 two-bedroom con-
dominium. He said Mountainsides
“high-prrssurcd sales pitch” convinced
hin the purchase was & good investment
and. althouqh that was his key motive,
he was overlooked by the surveyors

Hobson admitted people like'Hansen
had come forward in the weeks since the
refunds were announced. Asa result, he
said, those people are being resurveP/ed
ami some could receive refunds from left-
over portions of Mountainside's original

I'S

- John Easton,
Vermont Attorney General

F000N0allocation.

Theres a small amount for the peo-

ﬂle we wercn | able lo identity and who
at(jj a nghl lo ke* surveyed." Hobson
said.

Easton also stressed that remaining
Mountainside owners could sue the
resort themselvrs if they feel they were
deceived. 'Our settlement with Moun-
tainside left open the nght of any in-
(,e/ll\_/édual to bring his or Ter actiori," ho

id.

Excellent Cooperation .
Stale oiliaals took pains lo nuke it
dear, however, that Mountainside has
coogerated fully. "The management real-
ly attempted to address the problem and
id stop all the practtcrs we objected to."
Hobson said. “They really have cleaned
un thetr act.” ) )
Thai “clean-up' included a_.tfrirs of
elaborate promises Mountainside made
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‘Loan defaults
by developer
create havoc

lair Placid in March |483, Swaim* at-
torney rem.iuid It ok me V) hours
wist i trvuiv to*s matm.il © it
Supreme | oum home VMHIiim5 | ranch*
responded I »i not sure how long 1can
remember ll thix

‘Swaim had xrxM.uiil ir dreams tor the
E)»Ih old-1.i'hiomd mount.un hotel .it
ake Plaod whrn hr Kwhi ii lor $10 8
million in November WIO At j lan Il
1°8] unvrtan* hr |IncnInIJ_.| ShO
million. 14-vrtr grand plan to rejuvrnatf
thr r.imhliP',  [cV>5anr co_mglex. IIn
ﬁlan included renovation ol tlie 2 Wrnom
otel and construction o] r*S timesharing
condominiums ill" buildings with five

Uheach) Sa™ lyan in May I'MI.

Seven building* (35 imisl were com-
pleted and thnt tillier buildings wen
twtid Ij1r I'laud Resort Club ofletrd a
Emmons product lor $8,000 in $10,000a

k.
Its like living in u furnuuie
showroom, remarked one lake Placid
Club Timrsharr owner  And any gadget
you can possibly thlnh ol winthé Kitchen
—you name u, u*tnere.
1*live units in rjth building were
staggered In achieve privacy on the out-
door daks  Thick carpeting and l.wtrlul
hirvuturr add comfort t0 tin* comer
fireplace with Mong stacked to the crib
{Ar}% - 1each unit Isusts a private
irl»o0l and sauna Two  ltuphhiw
ui)stalrs ard a den downstair* affords
plenty of guol spate .

Swaim” fueled thr Like Placid pur-
chase and rlrvclopmenf wills a
5135 million . wrap-around mortgage
from North Mississippi Savings and Loan
Association nl Oxford. Mis*™

_ Hit die dream began fuming into a
nightman* on Dec. % 1982 wi*en At
tomey General Robert Abrams H New
York™ stopped _ sale* *f lake Placid
timesharing units Itcause of consumer
comEIajnts about sale* lactic* by DEL
Mar etln% i

Inve |L9a_t|on by the Attorney
General* Utlice centéral on thnr arras
alleged deception in mailings lo prmpv-
tive” customers, unregistered salespeaple,
and inelrrmoval or masking of a paw in
the sales contract concerning Ibe seven-
day nglit ¢t cancellation. One set of mail-
ings promised a home computer, accord-
ing to Nathan Redly of the Attormey
General* Oilier, and’the pn/e was ac-
tually a small, electronic device program-
med’lo translate English into Russian lor
visitor* to the 13 Winter Oymplcs

lake Hand Club Lodge* Inc.. the
Swaim _sub5|d|ar¥_wh|c owns the
timesharing units, tailed to submit an ot-
tering plan tfuit was acceptable to the At-
torney Generals Office. Thus, vales were
nevef mumed Jt lake P*and.

Swaim s original company Mavsanui-
ten Village. Inc.. became involved in the
J. 150-acrr  Virginia resort in 1°80
although timesharing hail hrn udd there
since the mid-I**-0s Ti*- ruyic tvuuiv e
Mjssanutten Mountain and te* resorts
ski taulittis volt «imii'j* and rtk-risoni
hotel had a'irwt'sl more than r .hV
tumdiJrr t*ive >

Mavinuin V.w*e Inc waschanred
to 1USI nsier.t <*M> one O *nvaim*
Miiouliaru*. nr I»d*-ral Mortgage | or:*
<+*>» Pete*r t* soil'd seil mortgages
irom time* »a* e to vaoous furcsei*

| a

P, Im the >tali" Itank el
IkimumiDuiu.il Mmn». which h-HMo

cid, M ass

anutten

reeling

Like Phuid Clnh Resort sold 1,190 inteivals he/ore stales attorney general halted
sales Dee, 9. 19S2. Rank foret Insure followed in four months.

million in such mortgages sued Swaim
for wronglid conversion of luiuls. breach
of contract, and fraud Swaim had st
some 4iX)morlgagr* to llarmun in Au?ust
1982. Swaim then was supposed locolla t
the _payments, subtract a one |«ernnt
servicing fee. and lotward the money Its
die Minnesota tunic

Swaim mwsrtl  (hr  August and
Septendyer 1982 i)aymenls: wi*m [Uinum
was gald (Xt. 1171982, the dusk* tor
£110.951 were returned twice lor imulh*
nent tuiul. e finally nude ihe payment*

ov 2n. 1982. tvo weeks later. vilen

were balled at lake Placid

Then on let* 9. 1983, tix* Stale Hank
» Hartuim was oidrtrd closed tty tlie
MIr.nrsota funking commissioner. “who
«haord *grow rviisnunagement. anf ihe
FDI% I*caine. m river »d tix* tunk. and
trimbursed 1t* dr|toxtinrv o

Tile I)1¢ look over the lawsuit iisiti.s-
tod by the bank tieforv it dosed. Ihe suit
claimed Swaim owed at least 5294.589 in

hack 3pjvmcnls and interest, and it asked

[or $3 million, which included 52 million

or damage?( N

Thex bank collap»M*set in motion the ar-
rest&Swalm in IWUaslonniy_1fi*k.i
< March 7 hM3 fl. was_i*(Unsl of
tlivertmg the barnum _notiev_into ¢
lionda&*ounl topav lirgt Inkfii] Mom

nrji 0_[(2/;]*43 Watiuiavu *har

Il then ik\ei*iHet that lake Plan*l
Cotnpanv _ tfe* Sv.um_Mitsniiarv wP.»n
own .nl el ft" New 3oik resort ester*
% nnusitaring units had deiauih-d 0% 1
fll.a-miHion " mortgage with North
Mississippi  Savings™ and loan 1Ire

federal Home Icun Hank Ikcud took
over the lailaf Ml$5|::lf)pl thrill Apnl 11,
083 Iw* Mississippi 10an includ'd $8
million in May or Like Placid Clull
Resort, constmetmn F'“S 5t M million lo
the Liimrn National Hank, wlucft enabl-
ed Swaim lo |Hircluve tlie ievsrf In
Novnnb-r 1980 ) )
Thr Mississippi SAl had given Swaim
a letter ol rommilinrnt in Apnl 1982 for
up lo $12 5 million In ,ce arran>Tnimt.
Swaim svas supHwvsl to make mortgaﬁ;e
Rﬁyments_lor the over all loan. “Tle
ississippi  S8il.  would ifim  nuke
luyinrnts lo Lev Hank of Nonhem New
York  (formerly Earmers Nanonal)
I|oweVrt, both Swann and the M|55|ss_|P-
pi S&. del.siillal onA«@ylnrnr* cpumilg
more ‘awslits and adding lo the cimlu

sm !
%wann WS a«.0«s| Aug 594 1981 tw
the New Notlh Miwiwppi Savings and
Loan and bv the ESI | of_tIIr%a n*
spiracy, alleging that Sw-uni met wills a
bank ‘oflicer "and a louistana physician
who was In the process ol auluinng the
SA through st«* k puicha®™-» In Its'suo
the Mississippi thrill tlaunni that thr men
conspired to divert mnds to Swaim an

then to Dr. fosrph Villard tn enable the
lalt* r lo gam control of the SfcL.

Swairh contended, in a strongly word-
al, hillion-dollar counlersuil be tilal in
Ma% 1983a%a| nst Key Hank, that officials
of Key Hank and North Mississippi »on-
spued to let payments lag to Key Hank so
tliat it could set/e the lake Placid Club
Resort, jwaun said he never knew Ke
Hank want King paid hy Nort
Mississippi until Key HarJ announced on
Apnl 21 1983 that’it was lota losing on
the rrsort.

Also in Augml 1983, Iodtt;e Thomas
Meroire ol the New York Stafe Supreme
Court dismissed all « Swaim s
counterclaims except one. which involyed
a breach o! contract related to the rsiate
ol G. Alan Cruickshank. a plainer ol
lake Placid Club Resort vno was
murdered in  K'ovrmtier 082
Cniitkshank s estate lil»sl merhatucs liens
%42t>.IU) against the resort in March

laying the blame lor most of hsslin.in-
ci.il Itoublrs on North Mississippi Savings
and | mn Swaim argum tlc.it ihe mens*
delaults "'t his SMnous I'srt>area result of
North Mississippi reneging n tt*
5'2 5 million *='Oitnuuu **
. Stockholdersol the lar-e i -icitl Res»i**
| lufi had tinir ‘tink cshicn to«t r1K "

share in U >

Isiaiise Msaim d*t.u:.tgti «* 4 - *t
loan irom Kev Hank flew.is mm i»v* »e
star.v p.ivmrrf b ..'vears ti eti--t_F IS
ment was made in l.muarv 1°82 -mil d =
nest one never made its Wav to the Pang

_ The lakr Plactd Education Enuncia-
tion ~which_ is the majority of
stockholder* in the lake Placid” Club
Resoil li.wMini Swaim lor S285.U23 plus
interest lor paymml of tla* sk H* suit
was tiled against Massamittrn Village
Inc . and lirSt Eoleial Cnrp 4 Virginia

Il was the latter <arpnration llc.u Saves.
Swaim from the [*sot an 18 u*omtn-ivr
situated on twis aim at lake Placid In
April 1481 the Internal Rrvn -ie Snvue
sn.al the* ho#sg attrr lilmg [as limw tog
5227 8tS and $3In. 19 against vanou*
Swaim Forporattntls. Thesaond lien sva*
lor failure to RaY la*« Ssvaim lunl
withheld Irom nnployers paychaka.

He eventually rtfoverrd the hotur
callal Camp Cioudluirsi, Usaiea* ol a
legal tahnicalitv. Hie IRS had (oniu-asf
lw" "I Swam*e iii|M'falion* «ii
Ia letal ol Virginia and Ecs Itsfcra\ d
I VIaware

. The New 30ik Attorney OneralslIf-
lice lor now is making Sure that lake
Hand _limrsharr owners will get the
amenities promised to them, As reienily
as DecrmKr 1983, 1im"™*duir osvnrr* of-
nvrd lor thru weeks and lound shoveled
sidewalk*, nenwountry ski trails, frrvh
linens, gaib’ge removal, am. w hulh at
thnr conclominiiims.

In Virginia, ownetx at Massanutten
Village may not K wi fortunate, lams
and Judgments ol motv than Si20.000
have™ bren _hied against First Enleral
Cogp  Swaims parent company which
sought Chapter I, a.id as _man}/ as 600
timcslure owners arr wailing lor their
tenvnhouse units to ht constrlicted. H*
FDIC isholding some 25¢| the mortgages
a. Massanutten through tlie tailed Min-
nesota baiX c

A Masunutten Circnip Action Com-
mitter, consisting of some 120 tumlies
who purchased Units m Phase \). was
formed altrr the 120 ilcrd-holilrrs wrrr
named along with Swann and the EPIC m
a mnham;*s lim Mav 9. 1983, lhe con-
tractor Edwar_d I. Hullman vwghi to
have toe building (Phase 30f sold ‘ott
that he could raovrr a S25.4til hmti
Elujl%ment he won against First ledrrjl

ow the Allonsry ( x-nerals Oilier »
Virginia has prtilu*ned the LVS.
iktnkruplev Court 10 allow the state to
bait ~nes ¢ iime*n.»m » Mss.matten
Ailiave [be St lie <.tints that biivers were
mi*Usl »srn j1i'v csere toltl ihe tifebs [Mr
"etuti puwitip U? ¢ insurance provuir
genera cs.orar's* *bsss i “ethe ibsslt on
W e*tiot™ietr itstntrtii'n witnin a
vear_ * emin* esmmsue* cortratt
~Ton: rtorf.vk = the .\*omev
iivnir.ix Vit -iM « v the peltting
conn-nes that th**** assurances were un-
true deceptive ard misleading. =



*oqutr protestor of law al ihr Frankim
Itmr Law Center in Concent mav help
gxrd up thr process. Hum has negotiated
with thr attorney lor ihe C|t|y ol Laconia
inonlcr lo bringthe »ue lo frui Accord-
|nq In Hum. As a practical nutter. Ihe
only way 10 morra* the ﬁrob_ablllty ol
prompt &ction was »0 get the cliv lo’join
In requesting a sprcilic cate )
Hum Irif the*only way to do this was
twr both sides lo agnv {0 a complete ex-
change™ ol information. |nclud|ng Rropos-
ed witness lists. Each *tde would have to
nuke concessions lor this to hapfx-n The
developer* must agnv to prepare and
deliver tin* detailed mlormation that has
already heen requested by the city at-
torney™ lor preparation ol their request.
This i* no small concession on ihe pari
ot thi*tlevdopm as ihe rcqurst wifor all
records.” Hum frrh providing ihe city
with a tabular list ot ‘sales, repurchases,
efc., including names, djtrs and prices,
should suilicientlv cover the citys re-
quest. It would be further agreed that d
specific documentation ot a certain trans-
action is dcMmi such documentation
would be proviOr.l on a casr-by-case

asis
Hum has requested that the resorts
Miller plans

London show

NEW YORK - Miller Marketing Net-
work will presmt its second American
Keal Estate Show at ti* American Club in
London, England. May 2*3:3L The show
will bring together American rridenlial
mvelstment properties and qualified In-
errslon.

Krmneth Miller, prrsiilent ol the New
York-based  international real rstatr
marketing lirm. said there will te more
tlun $2 milluHt in prnx* property Ixing
ottered. . . .

Exhibit sjxur is $5 G0« bnPlh, or
SN U Miller Marketing  Network
receive* one [ennit ol vtlrs hude at Ix*
show m

QmiImunl from 1

o I .. IXUWKY. fixrther-
more. it i* the point that help* stale the
devek'pm casr most clearly., .

This point is particularly important in
the agreentml as each "ot the thnr
developments lighting the issue —
Ooalshp. The bummit and Village ol
VVinnepesauker — had ~ units” not
timeshand_ whxh_ were. B[lymcally_ iden-
tical t> t'ii*se units vhi™e valuation is
King contested )

Hum inturn stipulates that the main
osue at duke is how to evaluate tuneshare
units in a_tair manner. In a detailed letter
m*L last Gi loKt to tlie board ol Tax and
| d Apfx-alv Hum ou! lined lour speciiic
res 5ts, and in a November letter, the
uf/ agreed to #** requests as lotlows

_hrst. the city will not conduct an up-
prjisal on the résorts pnor to the hearing.

Second, all thny appeals will be con-
solidated lor a single hearing.

Third the city will set aside a lull day
or the e(iuwalen lor the presentation ol
the appellant s ca<e. with additional time
allocated as flic city mts ht lor the presen-
tation ol their casé .

. Lastly, the city .igrnd to per the par-
ties at least a morith S notice ot the hearing
iLife to allow lor travel arrangements
and or depositions of experts who live
outside tin* state ol New Hampshire
Time has Kx-n no turtlx-r rolihcation lo
date as to when the Ix*anng will b* field

Thr same tax problem isstriking, .It the
Kart # several ttnwdure resort* in other
New England slain as well Tlx: Kiltie
lines_have been drawn_ between ihe
drvriopment community anil the
municipal assgciation in ‘the stale ol
Maine, accordlnF to Harry McCoy, K

Edward & (Tardincr. who rrprrsrnis
the Samosrl Resort on Maine* coast.
Tix-vintend to go ahead with plans lo Jile
an appeal ol “tlx- asv-wments levies!
against Samoset and litigate the issue

Suits have also Ixrm Tiled in Vermont

and Forida. ) )
. This remains tix- industrys maior
issue, one which strike* at the very iieart
ol ihe economic Viahility ot the* limeslur-
Ing concept. =

Vermont enacts refund

to resolve tx* matter amicably.” It
agreed not to imply timeshares ‘ajr a
gexxl investment Or”in any way making
nietrner to a pouthlc_ investment value
of tlx: property without lutnidiing
satistactory  prmol lo the Attorney
General* Cice |Ix* tesorl no longér
can make amxtlol,il_reference* to anv
Incident, true or Itcilliini*, trFanung_the
profitability . ol ovv_nlnlg linrshilirs
unless 1t applies spr<ifically lo Mountain
side unit*

The resort also cannot *uggrti
Minmdwire* ate wane without pitxil. nor
can it imply that buKers will profit Irom
revile or rinlal ol the units Mountain
side agreed to give all lulurr buyers live
day* o pull ot ol their purehaw* ton-
liatts. anti it pioimsttl lo susjx'nd high
prrssurr sales melhtxN and only. give
away - pri/r* on ihr spot wilkoul
qualification o

Mountainside, which paid tix*slate ol
Vermont $10,010 It*cover lix*tost ol the

*THE SALES PRESENTATION THAT SOLD
OVER 350 MILLION DOLLARS IN LESS THAN
TWO YEARS!"
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Bureau of CnnsiimRr Protection

DKHARTMENT OF IUSTICIK

CONJM ONWF.M.Ti!l OF PKNNSM A'ANIA

CONTACT  Terry W. Lazin

(717) 787-9707

OR IMMEDIATE RELEASE SEP 2 19%

A Bureau of Consumer Protection investigation into a Pccono "time-sharing"
development has resulted in the filing of two legal actions against the developers
and marketers of a facility known as "Country Squire Lakeshore Club."™ According
to Bureau Director Terry W. Lazin, in a Complaint filed against the marketers,
the Bureau is asking that the Court order the marketers to pay Civil Penalties of
$100,000. In a Consent Petition, the developers have agreed to pay $6,000 in Civil
Penalties and cease certain alleged unlawful conduct.

The Complaint names the marketers as Richard and Susan Ronk together with their
corporation Ronk and Associates, Inc., a New Hampshire Corporation doing business at
Court House Square, Stroudsburg, PA. The Consent Petition for Permanent |Injunction
was signed with the developers of the facility, three Stroudsburg Corporations, Masthope
Rapids, Inc., Falling Waters atMasthope, 1Inc., and AmericanLandmark Corporation, all
located at 18 N. 7th Street, Stroudsburg, Pa.

The Bureau charges that from August 1979 till June 7, 1980 Ronk and Associates, Inc.
was employed by Masthope Rapids, Inc. to market and sell time-sharing plans for a
facility located at Lackawaxen, Pike County, PA. Time-sharing is a relatively new real
estate concept which allows consumers to buy the right to use a vacation unit for one9>
jr two weeks per year for up totwenty-five years. Managementdetails are supposed to
be handled by the developers oran owner®"s association.

The Bureau contends that Ronk and the defendants instituted various direct mail
marketing programs pursuant to which letters were sent to consumers in central and
eastern Pennsylvania and Connecticut in order to induce them to travel to Country
Squire Lakeshore Club. The Bureau alleges that these direct mail letters informed
recipients that they had won or were eligible for prizes in a sweepstakes but that

the urizes had to be claimed at the resort. The Complaints further
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charge that the mail pieces represented that the Dersons who visited Country Squire
would have a reasonable opportunity to win the prizes depicted in the mail pieces.
However, the Bureau alleges that the promotion used by Ronk and Masthope was part of
a national "Sweepstakes" which included the mailing of similar mail pieces to millions
of persons throughout the country. As a result, the Bureau contends that virtually
everyone who visited Country Squire received one of the least expensive prizes and
that the opportunity to win one of the more expensive prizes was either nonexistent
or largely illusory.

Upon arriving at Country Squire, prospective buyers were required to take a tour
and receive a sales presentation encouraging them to purchase "memberships"™ which cost
from three to five thousand dollars as an "initiation fee." The Bureau also alleges
that members would be required to pay "annual dues"™ which could increase from year to
year.

The Bureau further alleges that the defendant®"s sales person;, often represented
that consumers were buying an investment which could be resold and which would be
nearly certain tc increase ir. value. However, the Bureau contends that the resale of
memberships 1in other similar time-sharing facilities 1is difficult if not impossible.

The Complaints go on to charqge that the defendant®s sales persons misrepresented
the characteristics and benefits of joining Resorts Condominium International, a
corporation involved in the exchange of time-sharing interests among its members. For
example, the Bureau contends that the sales persons misrepresented that Resorts Condo—
minium International had two jumoo 747 jets for the use of its members and that members
would be eligible for huge air fare discounts up to 50 percent.

Other false representations which are alleged to have been made are that a nine
hole golf course would be built, that money has already been set aside to build an
indoor pool and that Country Squire would host the only rodeo on the east coast. The
Bureau alleqes that, as an incentive for purchasers to buy memberships the sales persons
falsely represented that the facilities, the contract and. related marketing had been

approved by the Attorney General or the Department of Justice.
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Further, the Complaints aver that the sales persons regularly refused prospective
purchasers enough time to read the contract and instead summarized the contract for the
purchasers, often inaccurately. The Bureau alleges that the defendants uniformly
refused consumers permission to take contracts home prior tosigning.

The Complaints also allege that f~e defendants employed the use ofa "first day
discount” as an additional incentive to induce potential purchasers to sign binding
contracts on the first day of their visit. However, the Bureau alleges that this
"discount” was largely illusory since the "discount price" was the normal and usual
selling price and consumers were not afforded any reasonable opportunity to purchase

other than the first day.

The developers have signed a Consent Petition for Permanent Injunction in which

they have agreed to cease certain alleged practices and make additional disclosures

in the future. Upon Court approval, the developers have agreed to pay Civil Penalties
of $6,000.
In the Consent Petition Masthope Rapids, Inc., Falling Waters at Masthope, Inc.,

and American Landmark Corp., have agreed to tell all people who purchased prior to

July 1, 1980 that there may have been misrepresentations made during the sales presen—
tation and that they may revisit the facility and have the time-sharing program re—
described to them. At the conclusion of such meetings, purchasers are to be given

the option of cancelling their memberships and receiving a full refund.

Also according to the Consent Petition, the existence of first day discounts 1is not
to be represented by the developers unless the prospective purchasers ar”™ given a
reasonable opportunity to purchase other than the day of their initial visit to the
resort. Further, the defendants are to L "intain records 1in order to establish the
usual selling price from which the Drice reduction is taken. In the legal action, the
developers have also agreed not to represent that they will assist in the resale or.
rental of a time-sharing unit unless there is a formal program for such assistance

which 1is disclosed in writing as part of the contract signed by the purchaser. In
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addition, the developers are not to make representations about the investment potential
of purchasing a time-sharing membership unless they possess material that constitutes
a reasonable basis for such representations.

In the Consent Petition Masthope Rapids, Falling Waters at Masthope, and American
Landmark have agreed not to utilize sv/eepstakes or games of chance without clearly
disclosing the total number of prizes to be awarded, the exact nature of the prizes
including their approximate retail value, and all of the terms and conditions which
individuals will be asked to -omply with in order to obtain prizes and the odds of

winning each prize.

The Consent Petition also calls for the developers not to misrepresent that the
number of participants in any contest has been limited or to misrepresent that the
prizes have been purchased unless they have actually been purchased before the sweep-—
stakes or contesc. Individuals who request the names of winners of all prizes having
a retail value cf SI00 or more a>-e to be furnished with such a list. Signing of the
Consent Petition by Masthone Rapics, railing Waters at Masthope and American Landmark

Corporation dees not represent an admission of wrongdoing.

In its Complaint agsir.st Ronk, the Bureau 1is asking that the Court order the
marketers to :?.y Civil Penalties of $100,00C for willful violations of the Consumer
Protection Law. In addition, the Bureau 1is asking that the Ronks and their Corporation

be enjoined from continuing their unlawful practices in connection with the marketing

and sale of time-sharing plans.

The 1leqal actions were filed in Commonwealth Court of Pennsylvania by Deputy

Attorney General B. Chistooher Lee of the Bureau's Lehigh Valley office.
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ATTORNEY GENERAL HARRISBURG. PA. 17120
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HARRISBURG — This week’s mass mailing from "United Parcel Claims
Service" — which was designed to draw business for Pocono resorts but
which misled thousands of consumers — has cost the promoters a $10,000
civil penalty, Attorney General LeRoy S. Zimmerman announced today.

The -.nailing, in the form of 25,000 to 30,000 postcards, purported
to be a "final notice"” from "United Parcel Claims Service regarding
merchandise UPCS has fcr you."

The mailing was targeted most heavily at the Harrisburg area, but
many cards were sent to the Lehigh Valley and Philadelphia areas, and.
some went to residents of the Northeast.

In the cards, most of which were delivered on Monday, recipients
were directed to call "the claims department” at a toll-free number.

Persons calling the number received a sales pitch to visit a Pocono
resort and get a gift — the "meichandise” alluded to on the card,
Zimmerman said.

"Most, if not all, of the citizens who received the cards thought
they were a warning from United Parcel Service, and for good reason,"
said Zimmerman. "The cards were blatantly designed to mislead."

"As a consequence, an estimated 90 percent of those receiving cards
tried to call the toll-free number, jamming the phone bank which
promoters set up in anticipation of a typical 2 percent response."

— more—
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When they couldn’t get through, recipients called United Parcel
Service, only to learn it had nothing to do with the cards, and hundreds
then called regional Bureau of Consumer Protection offices.

The bureau, which is part of Zimmerman’s office, won verbal
agreement from the promoters on Monday to cancel plans for additional
mailings.

On Thursday, deputy attorney general Thomas G. Saylor Jr., director
of the bureau, notified the promoters they would be sued unless they
immediately agreed to a settlement which included a "substantial”
financial penalty.

Representatives of the involved companies flew to Harrisburg, and
late yesterday agreed to Zimmerman’s terms. The agreement was filed with
Commonwealth Court this morning (Friday, May 21).

The settlement is in the form of an "assurance of voluntary

%
compliance,” a binding legal document signed by Saylor on Zimmerman’s
behalf and by these representatives of the three firms directly
involved in the promotion:

— David F. Corson, vice president of Continental Marketing and
Finance Ltd. of Pocono Summit, Monroe County, which organized the
promotion.

— Thomas J. Finnerty, vice president of Markdata Inc. of Kingston,
Luzerne County, which provided the mailing facilities.

— Joe Cardoni, vice president of Rothchild & Co. Ltd. of Pittston,
Luzerne County, which registered United Parcel Claims Service as a

fictitious name in Luzerne County Court. Cardoni also is vice president

in charge of marketing for Markdata Inc.

- more-
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In the document, the three firms acknowledge that the mailing
violated the state Unfair Trade Practices and Consumer Protection Law,
which bavis misleading advertising.

They formally promise not to "epeat the United Parcel Claims
Service mailing or any similarly misleading advertising campaign.

And they agree to a $10,000 civil penalty, which Zimmerman said
already has been paid.

The $10,000 check, payable to the Commonwealth of Pennsylvania, was
handed to Saylor at yesterday's meeting.

Any future violations could place the defendants in contempt of
court and subject them to additional penalties, Zimmerman noted.

Saylor said Continental organized the promotion to attract
customers to visit Pocono time-sharing resorts, including two owned by
Vacation Charters Ltd.: Split Rock Lodge at Lake Harmony and Carriage
House at Pocono Manor

%

Time-sharing is a system in which the resorts sell guaranteed

annual blocks of vacation time, typically one week a year for 20 years,

he explained.
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MEMORANDUM Date: April 9, 1984

Subject: SB 538 "An Act relating to mandatory safety inspections of
certain commercial motor vehicles."”

To: All Senators, Speaker Hayes

From: Senator Pappy Moss, Chairman

Attached please find information taken from the January 31, 1984 OMB
report entitled "Performance and Policy Review of Alaska Transporta-—
tion Commission Regulation Practices.” The section attached provides

an excellent summary of the need for a mandatory commercial vehicle
inspection program.



ALASKA'S EFFORTS TO ENSURE COMMERCIAL VEHICLE SAFETY HAVE BEEN
SPORADIC' AND INCONSISTENT

Under AS 42.07 and AS 42.10, the Alaska Transportation
Commission has the responsibility to develop and administer a
commercial vehicle safety program. The objective of a
commercial vehicle safety program is to protect the public, the
driver, and the cargo.

Since statehood, the ATC has had responsibility for a commercial
vehicle safety program; however, Alaska's efforts to ensure
commercial vehicle safety have been sporadic and inconsistent in
past years. From 1976 to 1982, the Alaska State Troopers
operated the scale houses and performed safety inspections. By
1980, the AST had developed a commercial vehicle safety program.
This program was called the Federal Weighing and Inspection
Demonstration Project and it was partially funded by the Federal
Highway Administration.

The Demonstration project was funded as a three-year program,
beginning in March 1980 and ending in March 1983. There were

approximately 15 troopers and 23 civilians who were funded under
this program. The uniformed troopers provided road enforcement
while the civilian employees operated the scale houses and
conducted vehicle inspections. The Alaska State Troopers had
responsibility for enforcing all weighing, inspection, and other

safety standards and regulations.

In 1982, the responsibility for enforcement of the weighing and
other measurement standards was transferred back to the Division
of Measurement Standards. The 23 civilians were transferred to
the Division but the 15 Troopers remained in the Department of
Public Safety. Thus, from June 1982 to March 1983, the
responsibility for the commercial vehicle safety program was
shared between the Department of Public Safety and the
Department of Commerce and Economic Development, Division of
Measurement Standards.

In March 1983, the responsibility for commercial vehicle
inspections was returned from the Division of Measurement
Standards to the ATC. Currently, the Division is responsible
for enforcement of weighing and load regulations; the ATC is
responsible for enforcement of other commercial vehicle safety
regulations; and the Troopers enforce commercial safety vehicles
regulations on highways.



THERE IS NO COMPREHENSIVE COMMERCIAL VEHICLE SAFETY PROGRAM IN
ALASKA

Since March 1983, ATC has had statutory responsibility to

gestablish and enforce commercial vehicle safety. The ATC has
not developed a comprehensive safety program, primarily due to
staffing and funding limitations.

THE STATE SHOULD COMMIT TO A POLICY OF AGGRESSIVE COMMERCIAL
VEHICLE SAFETY ENFORCEMENT

The transfer of program responsibilities and functions from
agency to agency with inadequate funding or definition of
responsibilities has resulted in a fragmented and ineffective
approach to commercial vehicle safety. It demonstrates a lack
of planning or commitment tU the program.

It has been suggested that safety program responsibilities were
transferred from the Department of Public Safety to the Division
of Measurement Standards in 1982 because the Troopers were too

aggressive in their enforcement of the commercial vehicle

safety. Complaints and lobbying efforts by the trucking and
related industries led to the transfer of those enforcement
functions without adequate funding. Consequently, enforcement

of commercial vehicle regulations was relaxed.

Before the State decides on a better method to enforce
commercial vehicle safety, it must commit to a policy of
aggressive safety enforcement. Once this commitment has been
made, efforts to correct the complaints or the problems
experienced in past commercial vehicle safety efforts can be
addressed.

Conclusion

The agency responsible for planning and implementing a
commercial vehicle safety program must receive consistent and
uniform policy direction from the Administration and
Legislature. Without this commitment and direction, consistent
enforcement and public protection will be jeopardized.



INCONSISTENT SAFETY ENFORCEMENT HAS RESULTED IN DUPLICATION OF
EFFORT AND A LOWER QUALITY OF SERVICE

Three entities are responsible for enforcing different but
overlapping safety functions concerning the same vehicles and
essentially the same territory. Because functional enforcement
responsibilities for the agencies overlap, enforcement is
sometimes uncoordinated and confusing.

For instance, both the Alaska State Troopers and the ATC field

agents issue citations for safety violations. There s
currently little or no communication between the two agencies
regarding what citations have been issued and to whom. The ATC
and AST officers do not have access to each other's citation
records through an integrated communications network. When
asked about the possible duplication of efforts and the
confusion it could cause (ifeach cited the same violation), an

ATC o fficial stated that the ATC officers relied upon the
drivers to inform the troopers or the ATC officers that
citations had already been issued.

The situation is further complicated because different judicial
processes are employed by the two agencies for citations of the
same type. If a driver is cited by an ATC official for faulty
brakes, the citation will be processed through the
qguasi-judicial hearing process employed by the ATC. If a driver
is cited by a State Trooper for faulty brakes, the citation will
be processed through the courts. If the driver has questions
about the citation or a preparation for defense, it can be
confusing to determine whichagency and judicial proceeding will

be employed.

Conclusion

Conducting two types of judicial proceedings for the same
infraction misleads and confuses the public. From a fiscal
standpoint, it is not cost effective for the State to administer
two judicial processes and to have two agencjes perform the same

function, where one process and one agency would be sufficient.



LACK OF AN ADEQUATE INFORMATION SYSTEM, LACK OF ADEQUATE
TRAINING AND LACK OF ENFORCEMENT STANDARDS AND PROCEDURES MAY
RESULT IN AN UNNECESSARY PUBLIC RISK

The absence of a comprehensive commercial vehicle safety program
may inadequately protect the public. Inadequate training™*,
ineffective standards and procedures, and an inadequate
management information system may expose the public to
unncessary risk.

Lack of Management Information System

There is currently no management information system which
provides statistical data to measure or enhance the
effectiveness of commercial vehicle safety. There is no central

data base where inspection and citation data can be analyzed and
manipulated to show problems with carriers and vehicles or
increases in violations.

Although the ATC keeps records on the numbers and types of

citations issued, it does not develop statistical information
detailing trends or specific problems. Furthermore, citation
information concerning commercial vehicle safety infractions

recorded by the Alaska State Troopers is not included in any of
ATCls records.

W ithout comprehensive information and adequate analysis, a
commercial vehicle safety program cannot be affectively planned
and implemented.

There is no way to evaluate currant enforcement efforts because:

The functions are undefined from agency to agency.

Therefore, accountability for functional
responsibilities in unclear.

Statistics are not maintained regarding reduction in
accidents, or reductions or increases in trucking

violations.

Lack of Adequate Training Program

Commercial vehicle safety enforcement is a complex and technical

subject. Field Enforcement officers should have knowledge of
both s.-fety regulations and safety inspections. O fficers should
have the ability to provide answers to field inquiries on
technical matters which might have taken a vehicle out of
service for hours or days. Knowledge of law enforcement
procedures necessary to ensure competent and complete citation
processing is also important. Even though these criteria exist,

the ATC does not have a training program for the field
enforcment officers charged with enforcing technical regulations
and inspections.



ATC officers are not required to receive the appropriate special

training to ensure technical competency. In some cases, the ATC
field enforcement officers have little or no training 1in cne or
more of these areas when they are hired.A brief period of
on-the-job training is provided before officers enforce these
regulations. Such a practice does not ensure that technical
safety regulations are uniformerlv or adequately enforced.
Inadequate training can result in inadequate enforcement and

perhaps more risk to the public.
Lack of Enforcement Standards and Procedures

There are no documented enforcement standards and procedures for

ATC enforcement officers to wuse. The ATC has published a safety
manual which outlines regulations to be followed by commercial
vehicle operators; however, the ATC has not developed standards

and procedures to be used when commercial vehicles are
inspected.

Furthermore, there is nc system to ensure that all commercial
vehicles are periodically inspected for safety compliance.
Currently, field enforcement officers periodically visit highway
scale houses and randomly inspect loaded trucks. However, the
trucking industry objected to this practice because it delays
loaded vehicles. Truckers would prefer that inspections take

place when trucks are not in wuse.

The random inspections at the scale houses and at roadside
locations are not adequate to ensure comprehensive commercial
vehicle safety. The method c¢cf inspecting vehicles does not
ensure that all commercial vehicles will be inspected uniformly
and consistently during a given period or time.

Conclusion

The public may not be adequately protected by the State's

current commercial vehicle safety program. Inadequate trairing
has resulted in a system which dons not ensure that enforcement
officers are technically competent.. Inadequate standards and

procedures have resulted in inconsistent treatmert towards the
trucking industry.

The lack of an effective management information system inhibits
planning for a safety program. The State cannot plan an
adequate, comprehensive commercial vehicle safety enforcement

program without information available from such a system.



THE CURRENT ATC SAFETY ENFORCEMENT FUNCTION IS UNDERSTAFFED

The commercial vehicle safety program, as administered by the
Department of Public Safety from 1978-82, employed approximately
38 employees who enforced all commercial vehicle safety
regulations. The current ATC enforcement staff consists of just
seven employees.

In addition to enforcing safety regulations for commercial
vehicles, these seven enforcement officers are charged with

enforcing economic regulations. All duties associated with that
function, including the issuance of citations, preparation of
cases, and appearances at hearings, are the responsibility of
enforcement officers. The ATC estimated that approximately 40%
of all enforcement duties pertain to the enforcement of economic
regulations, ‘“hus, the staff of seven enforcement officers can

spend no more than 60% of their time on safety enforcement.

In QMB's opinion, the ATC cannot develop, administer, or enforce
an effective commercial vehicle safety program with its current
staff. The present staff does not even adequately ensure that a
commercial vehicle inspection program is properly developed and
administered.

Conclusion

The current enforcement officer staffing level in the ATC s
inadequate, given its current statutory responsibility to
develop and enforce a commercial vehicle safety program.

[f the Administration and Legislature support OMB's
recommendation to economically deregulate the air and motor
carrier industries, the enforcement officers will have
significantly more time to devote to the exclusive enforcement
( >afety regulations. However, even with economic

< _agulation, the enforcement staff will need to be increased if
the ATC is to develop a comprehensive vehicle safety program.



RECOMMENDATIONS

Recommendation 1. The State of Alaska should combine the
commercial vehicle safety enforcement functions currently
performed by the Department of Public Safety, the Division of
Measurement Standards, and the ATC. The functions should be
consolidated under one agency charged with developing,
administering, and enforcing a comprehensive commercial vehicle
safety program.

In OMB's opinion, the current duplicated efforts between the
entities would be eliminated by implementing this
recommendation.

Recommendation 2. A civilian agency in the Department of Public
Safety could assume responsibility for the commercial vehicle
safety program and all functions pertaining to that program
could be transferred to that agency. The Commander of the
Alaska State Troopers, Department of Public Safety, is familiar
with requirements and has developed a program (the Federal
Weighing and Demonstration Project for the AST in 1979).

In OM31s opinion, that project represented the State's only
successful attempt: to develop a comprehensive commercial vehicle

safety program. With direction rcm the Department of Public
Safety, the program could once again become effective and
efficient. The Commissioner of Public Safety agrees.

The Alaska State Troopers are charged with enforcement of all
highway safety. The ATC and the Division of Measurement
Standards duplicate that effort by enforcing segments of highway

safety— those which apply to commercial vehicle safety. More
cost efficient economies of scale could be accomplished by
combining all highway safety enforcement functions under one

department.

In OMB's opinion, Public Safety is the logical agency to assume
commercial vehicle safety responsibilities. There are currently
several State Troopers trained in commercial vehicle safety
enforcements under the federally-sponsored program.

Recommendation 3. OMB recommends that a Transporation Safety
Tas;c Force be established to develop a comprehensive commercial
vehicle safety program. The task force should also include ATC

management; representatives from the transportation industry;
personnel from Division of Measurement Standards, Department of
Transportation and Public Facilities and Department of Public
Safety; representatives of local and municipal agencies involved
in commercial vehicle safety enforcement, and Governor's office
representatives.

The plan should include the following:



A. Goals, objectives, standards and procedures so that a
clear, concise definition and implementation of
commercial vehicle safety can be accomplished.

3. A mandatory (sticker) inspection program should be
developed as part of the commercial vehicle safety
program. Mandatory inspections would ensure that'all

commercial vehicles are periodically inspected.

OMB believes that a mandatory program could also be an
efficient program, one which would enhance public
protection. By charging for the inspections the state
could recover the costs associated with the program.
The program might eventually benefit the trucking
industry by reducing risks and therefore reducing
insurance premiums.

O0M3 suggests that the following p*tgian. guidelines be
considered when the structure of the mandatory sticker
program is being developed:

1. Inspections should be performed on all
commercial vehicles every six months.

2. A cost study should be performed to
determine the program costs. This data will
be used to establish the fee charged for the
inspections; the fee of the inspection could
be a prorated program cost or more.

C. A consumer affairs function should be established as
part of the commercial vehicle safety program. This
function would plan mecnanisms to deal with the
public.

D. A transportation Jliaison function should be

established as part of the commercial vehicle program.
It is important that commercial vehicle safety issues
include participation by the transportation industry.
Cooperation between the industry and the State will
make the program more successful and effective.

E. A liaison function for municipal, local, and federal
participation should be established since those
agencies also participate in local safety enforcement.

Recommendation 4. Following the development of a comprehensive
commercial venicle safety plan, OMB recommends that the task
force identify manpower requirements, estimated program costs
and the funding sources for implementing the proposed program.
This analysis should include the possible transferred functions
and funds from other agencies.



Recommendation 5. The commercial vehicle safety plan, including
manpower and funding requirements, should be submitted to the
Administration and Legislature this year.

Recommendation 6. Following the development of a comprehensive
commercial vehicle safety plan, OMB recommends that the task
force propose revised legislation and regulations for the
Administration and Legislature to consider.
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