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By Cirrlck Leivllt 
ATTLE (UPI) — One look 
promotional brochures and 

1 '
ia« a g e n c y  

sS s e w a g e  

t e m  bids
(7LAND — The Portland 
'ndian Health Service will 
: bids until 10 am Oct. 23 
e construction of sin in- 
al sewage disposal systems 
ittercd sites on Ihe 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.

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

tion with the advertising or «alc 
o f time-shares and u-i'h 
misrepresenting the availability 
of exchange privileges.

Named in the complaint before 
. U. c . 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 
Wciswasscr, 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

tions to handle one-fifth of the.; 
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 20V t of Ihe 
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.

E c o n o m i c  d e v e l o p m e n t  

o f f i c i a l  j o i n s  J o h n  G r a h a m

Our rradni look lo Ihii dxily nrwrupcr 
for official •dtmiiemtMi for bills on ill 
types or contracti. As • public officii), do 
your notices sppexr In the Jounul of Com­
merce? Ted Hemphill

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 (o 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 :o 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.

M o r e  g a s  

f o u n d  a t  

M i s t , O r e .

. TOR?.. V \W hen your audi—  
ence depends on you for
fimelv accurate infnr-

**<?'>,!&• j.v V '

v*} • • •/

M 1ST, O re . (L'l'i) — a coeli- 
ratjoa of energy computet Mon--  
f1 day announced what a

. *• ipokeiman called "a pteny good 
sired" natural gas well dlt’covery 
“ ear Mist in northwestern 
Oregon.

The well, 3 miles northwest of 
Mist, test flowed at a dnilv 4 »
• » I U I „ - ,  r . . . > '
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ON AUD W. HASTVOLD SR..
| the man- behind the Royal 
Aloha Vacation Club, ia, in the 

words of the club's public-offering ; _te- •
: ’ncnt filed with Washington state ou. v  i 
■’I dais, "an attorney with substantial 

experience in the field cf real estate and 
’ timeshare development.’" Pretty com- •’ 
> • ij lotting if you’re about lo ptunk down 

V. S l3,000 lor membership in one ol Hast- 
: void's time-sharing resort projects. 

’ ^.Comforting, but not exactly the 
■whole story. What the public offering 

.• doesn't say is that Hastvold collected .11 
•■'that substantial experience tlirough a 
v string, nearly 25 years long, of slip- 
•. per/, ill fated land sti.rmts stretching 

from Washington’s Ocean Shores to a 
Mexican desat. Along the way East- 

< void his had run-ins with California real 
estate oIdeals 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 gam­
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, list crowd t developers he's 
rubbed elbows with s ace he vs as attor­
ney generat ol Washitv, 'on Irom 1953 
lo 1957, Eastvold hai h. 1 his ups and 
downs, paiods ol boomin | ltmi husi- 

ml big plans anil t' .rn troubled
bush

rcss ami hig plans and t' .rn tro 
times ol slumping sales. I ad debts and 
bankruptcy. Hut since I e moved to 
Hawaii in 1976, first to m ukct building 
lots on the .Washington nost and later 
as developer ol Royal Aloha, Hastvold is 
hack in gear. The Royal Aloha opera­
tion, is by all accounts, rolling along 
smoothly, numbering a reported 8,000 
members ami selling 50 now week-long 
memberships every thiee (fays. Eastvold 
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 itiatkct- 
in-

llis old pals have done less welL 
Recently Eastvolil’s lusinrsa associate 
from his California days, Hay Ryan, svas 
killed in 1977 when dynamite blew up 
his Lincoln Continental attd Moksha 
Wendell Smith, Kastvold's onetime 

i assistant attorney general and partner In 
' several Iniainesscs vvrnt to jail this 

January on mail lraud charges stem, 
ming Irvsm an Idaho land developmnit 
sdiane., . ^

Tltr 61 year old Eastvold first made a 
name lo: hlmsell in Washington as a 
politician, not a land developer. In 
1910, when he was 30, Eastvold svas 

.elected to the Washington slate Senate. 
Two yvors later lie svav elected attorney 
general, lie fill the job in 1957—but 
not before he li.id played a |io!iiical role 
In g'l'ii’ 1 1 ! f state to sell, lur private 
di-selopm.'i,, a m rt-tc h ol I’/iilic Or run 
tidilauda the Washington coast 
about 20 milts west ol Aberdeen. As 

/ ’/ran turn In pagr !•)

rv>.

'attorney genaal, Eastvold w a s  a m e m ­

ber of the slate U n d  board, and just 

before he left office— o n  Nov.-. 2 r' 

1956—the b o v d  derided to sell to a 
privite party the parcel ol land that 

eventually b ecame Eastvold's O c e a n  

Shores. . ”1..- . ...

T h e  land-board-sale controversy 

heated u p  after Eastvold had left office 

w h a t  h e  and Smith set u p  a tand-deve)- 2 

o p m e n t  company, Wendell-West. It! 
bought the ocean-Iront property, a flat,

. f o r m a  cattle ranch, t o m  the private j 

party a n d  proceeded with ambitious: 

plans to sell it off in subdivided parcels. |

• In a two-out series o n  O c e a n  Shores, 

published in tha WetHy, Seattle re-- 

porter Patrick Douglas describes the

• b o o m  years for OceanShores during the | 

“U t t a  sixties, w h e n  lots there were

' p -  selling like craay untla the high pres- 

sure salesmanship ol the W e n d e l l - W o t  

■ a e w .  Each s u m m e r ,  the c o m p a n y  

sponsored a  big goU. tournament at 

■ which singer Pat B o o n e  (a partner in 

W a i J c U - W e s t )  traded smiles with such 

vis-ring 'celebrities' as comedian Phil 

Karris a n d  actor David Jans>er_"

’ •’» ' 
In and out of trouble ,"-7

Selling lots at O c e a n  5hotes wasn’t 
' the only business in which the two ft 

ma Washington officials joined for.' a 
in the late 1950s and early 1960s, 
According to a scries cl articles in the 
Wtnalclnt World written by Ray 
Scluick, Eastvold and Snu'th roe  offi­
cers in a Seattle-based swimming pool- 
equipment distribute.ship, otinulay 
Poolsof Washington, which, with debts 
ol almost 3-10,000, undertook an 
arrangement with its creditors.

In 1962, Eastvold and his new wile, 
Gihny Simms, a former singer with 
big-hand leader Kay Kysct. left Wash­
ington and moved to Palm Springs, 
Calif. There, according to Scntick's 
published account, Eastvold agreed to 
buy some ol Indiana oilman and gam­
bler Ray Ryan’s stock in the 5alton Sea 
Yacht Club—a large desert lake some 
50 miles southeast ol Palm Springs—in 
exchange for the proceeds from 
3250,000 worth of Eastvold's Ocean 
Shores intetests. ' I-.,-’

... Eastvold got Into regulatory hot 
. water its a hurry. According to court 

records quoted by the Wanalc/w 
World, Eastvold svas ordered to desist 
an J refrain by the California Real Estate 
Division for ‘‘alleged bait and-switch 
advertising"—switching prospective 
buyers from unsul-idired parcels into 
more costly lots in the subdivision. 
Accordingly, the sales literature was 
changed, but the operation got into 
fresh trouble svbm state officials found 
ghat Eastvold was selling patcels of land 
lhi> didn't include legil access. The de­
sist and tcfrain order went back into 
effect. '

Esstvold also orchestrated a land- 
ef'celopmmt project in Me.xtco called 
i ' 3  Antonio Shores, sales ol which 
were .topped eventually by the stale ol 
California in 1973. Two years later, •

• court irdcrcd permanent injunction 
spclle 2 out Eaalvnld's obligations in the 
project, in which some 1,300 people, 
mostly Californians, had invested m> 
estimated 510 million, flic principal 
problem was that the developers 
couldn't deliver the 99-year leases 
they'd promised because San Antonio 
Shores was within a coastal border area 
where the Mexican government limits 
Und ownership by foreigners. Not that 
the property was alt that desirable in rhe 
first flare. . vVf.V.J

■ ' " ;v '

t 1.■
■ n

F- -: The 1975 California Superior Court 
I injunaion describes the beacha at San
J Antonio Shores: "Beaches, swimming
i pools and otha apparent recrationtJ

. waters thereabout! may be pollut-M,
. unsafe and unnealtlty, and th>: pm taxis

>. thweol are grossly so. primarily by
-.. reason of the area ol San Antonio

t" Shores being burdened and belouled
• v with the regular discharge.!.of the

; - ■' entire outflow of the raw, untreated
. ,sewage of the city ol Tijuana." ! .

_ As part of the court order, Eastvold 
u ..’.- was required to cancel and return all tlie 
,'vi.r> promissory noirsmadeby buyeriotlou 

, I? at San Antonio Shores and to pay the 
state of California a civil penalty ol 
S2*,OPO in three payments within a 

••"• v year of the September 1975 order. The 
’ payments were never made: Eastvold 
says no one ever asked

* fe  j- 'V ’-* ■- ' f i t  V y 
Hard times i

-V- In February, 1968,
isonal bankruptcy statement report-pax 

. mgjng 3741,000 in users and 31.1 million
y  - in debts. I lewis at ihe tune, he told the 

' bankruptcy court, ''» defendant or 
judgment debtor in 70 Or mote law- 

• .. auita." His bankruptcy, Schrick sug­
gests, stemmed from ■ string 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, was 

' busily building a recreational land- 
development empire based in Washing­
ton that had holdings across the conti- 

■ rental United States, as well as in Mexi­
co, Hawaii and Australia. Business was 
good, too; in 1969, Smith’s Wendell- 
West Co. rang up total Ixnd sales of ova 
330 million. But a year later f was in 
shambles. Throughout 1970, eradell- 
West's assets—land in New Mexico, 

• Hawaii, Australia, Wisconsin. 
Arizona, Mississippi, and at Washing­
ton's Ocean Shores—dwindled as the 
faltering cnmpany sold oil property and 
lost property through foreclosures. In

December 1970 Ihe company filed a 
voluntary Chapter 12 Federal B. nkrup- 
tcy Aa petition; WendeU-Wat had 
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).
' ' **• ? '■ •fl^'ljf.rNd"»

One of thr most important lindinga 
Wtnalehn World tqorter Ray Sclsrick 
uncovered in the Wmdeli-West (ilmga 

-. was that the company was following a 
. familiar script. Tlie real profits in fraud- 
ulntt land sales come not so much hum 
the Initial sale aa Irom putting up prom­
issory notes slgnrd by small buyers as 
collattial for bank loans and by selling 
the mortgages to banks and other litiin- 
■ ing institutions. According to 
Schrick's series, some 31.5 million 
worth of contracts that Wendell-Wot 
put up as security to permits who loaned' 
the firm monry or sold it land were 
signed by Wnidell-Wcst salesmen. 
Smith explained this, according to 
Schritl, by saying that the aalainen 
were so enthusiastic about wlut they 
were peddling that they bought lots 
themselves. Howevrr, thr \v,stly'i 
account point* out that "few, if any, 
payments were rvct made on many ol 
Ihesr contracts, as well os on others 
supposedly signed hy 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 in the 
tecreational land-developmeni business 
as had of Kamila fisc, trying to 
rebuild his holdingi and using ■ new 
marke.'ing scheme of selling his unde- 

acrrsge to American service- 
ststioned oversea*. -rJSV—<1 "1
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la U l~ ) , cxsrvoia spmiiro coot oq 
ihe Washington cevelqpment sr-me— 
rnfft sp/Glically, right back. on the 
baruu cf Ocean Shores.
• ” * ,Rls.iUii jit^ £  hc». in my office 

cne day, .Smith told l b ,  W u U j ,  

‘V im  Eastvold waDed in the room. 
Her-d there wereabotu 1300 remain­
ing aruoid Iota Ocean Shores, which 
he 'thought we could acquire and 
market." Nosw«t.Smith and Eastvold 
quid'Iv 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
bles of his own: Jus two years earlier 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 b e . a Southern Cali­
fornia real estate company. In a 76 page 
complaint, the SEC charged the com­
pany with manufacturing millions of 
dollars of phony profits.

. V
McDaniels, too, keeps cropping up in 

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 
tempest, Paradise Palms is probably 
perched on it: The fob is under invei- • 
egation in Hawaii, and was trtentJy 
run out of Washington state by ofiiciils 
who insisted on registering it as a secur­
ity, Its president, James Quincy, was 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 
new Ocean 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 attorney in
his San Antonio Shores debacle and 
now sits on the Royal Aloha Vacation 
Qub’i board of dirmors. >•

Certainly, 515 million worth of land 
is nothing to iniif r> But what n o l ly  
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. r v p  ■ .

Would have, hut didn’t. Eastvold 
served as attorney, id  prime spokesman 
for the Ocean Shorts-oased ' Commit­
tee for Tax Relief" whose initiative 
drive in 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-
Ctoitp1"'1 im' ‘•'fVe!oFOJ> lhe Aloha

' . # •
' . ■.••S'-''

On piper, anyway, Eastvold was 
beaten to a post with Royal Aloha by his 
wife, Ginny Simms. In February 1978, 
the Grst volume of D ^ m o n J H i c J i i n u ,  
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 .
officer. • JGening started in the timeshare
business isn't difficult. A ll 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-eloper transfers another and sales
continue. At Royal Aloha, sales have 
somersauli I iso quickly that club inven­
tory beasts $20 million worth of prop­
erty in Hawaii, Mexico, Lake Tahoe, 
and Spain. And one lonely unit, which 
burned down a few years ago, at Chalet 
Village in Ocean Shotes, Wash.

Where does the Aloha Group get its 
properties? Most are in existing condo­
minium biiildmgs 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 w ho ba\ e nothing 10 do 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 are now club rtaorts, arc 
not owned but Im i l  /.The leases all run 
beyond tlie year 2000, and while the 
Aloha Group's public offering state­
ment filed svilh Washington audiorilies 
ilites coolly that they (tally tx p tc t the 
Irises to !* 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 Kcmiriih Lacy (who

happens to u' an officer of the Aloha I, 
Group) 567.3LV32 for a condominium I 
in the Waiktki Skytowrr. With one- 
week memberships running about
57,000, the A ’aha Group stands to sell 
that unit to r.ie Club far 5336,000— 
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 Kir anciat 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, a H o n o lu lu  S lu r-  
Uullitin 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."

Tellus has a few corporate officers 
who are familiar names in the wildly 

r complicated land-develcpment game.

I President of Tellus is Walter Gribben, 
mentioned earlier as named in a huge

ty*ti|reun us i/ t  Js & i= as luua UIC J

I same individual who. as controller ot • 
much of Ocean Shores property alter- 
Wendell-West went bankrupt, sold theĵ

' -"remaining i  300 ocean lots to Eastvold 
and Smith in 1975 and put them back in 
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, 
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 low price signs from the 
Ocean Shores, area, and that they tried 
to register and prevent him from 

J using b is own business name, Mike 
Moore Realty. ' i .'-l

• ' --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 
lawyer who is an officer of Tellus, 
appears on 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. 1 know whai that is. Maybe die 
dub was trying to s' — money and not.} 
duplicate with another. wyer, and they i 
just list me in case vim tone wants localj 

' legal opinion." i-vxj

At the Royal Aloha Vacation Club,! 
it's business as usual, and by all rncas-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 the right 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 H o n o lu lu  S l i r - f lu lU  -./> that !
.1 Vacations International was not part of 

■v 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 called Paradise. . . .
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 Tri Portland'thrfMarch. Royal Aloha Vacation Club is part 
of the xuation_tuncaluring-uida4tryi_which ; markets week-long 
"ownerships" in resort property. With 8,007"members and eight te- 

■ sorts—from Hawaii to Spain—Royal Aloha is one of the largest 
outfits in the fledgling industry. And certainly one of the most intri­
guing. " f  &

Last week, we looked at time sharing's growing pains, and in par­
ticular. the high-prcssurc sales tactics that have already raised ques­
tions about Royal Aloha.

. 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 siting of troubled land 
Jcals and some of the cutious company he's kept along the way.

In an accompanying 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
luted land empire stretched well into the world of, Arizonar land 
fraud.

Uhrlummcr, investigative reporter for the Eugene Register-Guard, 
first bioke the stoiy about Smith's Kamala Inc., and Top Ranch "tec- 

-^reatinnal" lot 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 cottuption 
in Arizona. Uluhammcr is now president of Investigative Reporters 

“ . and Editors Inc.

T h e  ta n g le d fin a n ce s  b e h in d  o n e  o f O re g o n ’s la rg e s tfa rm  b a n k ru p tc ie s
B y  C A R L T O N  S M I T H  "‘ A ." ' " *

U NITED STATES Bankruptcy 
Court Judge Henry L  Hess 
pretty much summed up the 

siluaiion late list December:
"It’s apparent lo Ihe 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 was all she 
wrote lor an enterprise that once was 
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 
system, 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, 
stems from the price paid lor it when it 
was 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 as one ol the largest farm failures 
in the history ol the state. It is a failure 
that has put ihe interests ol the First 
ftyjonal Oink ol.prcgon, one ol the, 
sttttPs largest baAks, ih jeopardy: It hm ■ 
embarrassed two ol the stare's major 
political figures, and It has left hundreds 
of small business nwncn in Eastern 
Oregon holding the bag for as much as 
56 million in uncollcciahle debts.

Most important, the wreckage left by 
Sunriver p -ms' ill fated venture into 
the arid pla.ns of Morro-v County roses

B H H M I
l i g l i

T h e  •, 

F o u n d e r

. . . A n d  

A E r i e n d
sr)7™ ?y v h r iia m m f rSISTROM
T  HE KF.AL ESTATE contract 

‘found in the miaor '.m records 
'it the Grant County Court­

house was dateJ April 3, 1972, unmis­
takable evidence that Oregon', real 
eitate laws had been broken.
'• Thus began the siory ol Top Rsnch, a

D ONAIj J W. EASTVOLD Sit., 
the man behind the Royal 
Aloha ViralionClub, is, in the 

words ol the club's public offering state­
ment filed with Washington slate olfici- 
nt;1i, "an attorney with substantial Jr.. r.t.r ..r..,r  .-,..... i

Irrigation pipeline/ on Sunritlir 
Farm's 20,000-acre tract in Eastern Oregon't Morrow 1 ■ <\ County

with a "-inimal initial investment, who 
man - y -  i-j otuain an unsecured, 510 
million line ol crrdit from the First 
National Bank, and who, some say, 
managed to remove many of the firm’s

familiar with the probings of the three 
agencies 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



D o n a ld  w. e a s tv o ld  sr.,
the man behind (lie Royal 
Aloha Vacation Club, is, in (he 

ol (he dub1 j public offering stale- 
meit filed with Washington state offici- 

. dais, "an attorney with substantial 
experience in the field ol real estate and 
timeshare deve!cpr.::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 schemes stretching 
Irom Washington's Ocean Shores to a 
Mexican desert. Along the way East- 
void has had run ins with California real 
estate officats and the California attor- 
*y general's office; he's been a busi 
,s associate of Ray Ryan, an Indiana 

‘ --pitman and high-stakes Las Vegas gam­
bler who often consorted with members 

y ol the underworld; he'sfiledfor person­
al bankruptcy and pushed hard for 
casino style gambling in the stale of 
Washington. Like the rest of the high­
flying, fast crowd of developers he's 
rubbed elbows with since he was 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 
bankruptcy. But since he moved to 
Hawaii in 1976, first to market building 
lots on the Washington coast and later 
as developer of Royal Aloha, Eastvold is 
hick in gear. The Royal Aloha opera­
tion, is by all accounts, rolling along 
smoothly, numbering a reported 8,000 
members and selling 50 new week-long 
memberships 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-
V.

(Its old pals have done less well.
L .resitly Eastvold's business associate 

his California days, Ray Ryan, was 
killed in 1977 when dynamite blew up 

, hit lincoln Continental and Moksha 
Wendell Smith, Eastvold's onetime 
assistant attorney general and partner in 

, several businesses went to jail this • 
v January on mall fraud charges stem- 
.-lining from an Idaho land development 
.{scheme.■
£  Thr 61 year-old Eattvold first madr •
' M.*ne for nimscll in Washington as a 

politician, not • land developer. In 
1950, when he wts 30, Hastvold was 

• dmcd to the Washington state Senate 
AT)* years later he was elected attorney 
' £rwtal. He left the job in 1957—but 
jwt befote he had played a political role 
■ Setting the state to sell, for private 
^dopment. a stretch ol Pacific Ocean 

tils on the Washington coast 
20 miles west ol Aberdeen. As 
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T (HE REAL ESTATE contract 
'found in the microfilm records 
'it the Grant County Court­

house w«s dried April 3, 1972, unmis- 
takible evidence that Oregon's real 
estate laws had been broken.

Thus began the story ofTop Ranch, a 
semi-arid Eastern Oregon cattle ranch 
carved Into five-acre chunks for sale to 
American servicemen stationed in Oki­
nawa, Guam, Hong Kong and other 
Far East bases.

It was not a world shaking story, not 
even close to Watergate caliber. But it 
wav a good yarn with regionil interest, 
revealing how a land sales company in 
Washington state, Kamala Inc., was 
using overseas ivies agents lo market 
Fasten) Oregon ranchland as ' recrea­
tional" tois, not always bothering to 
inform buyers that they might riot be 
allowed lo build a house or cabin on 
their ptopeny.

Like many newi stories, Top Ranch 
didn't Last 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 effccvivcly 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 was merely one piece 
of a tiiget story about land swindles on 
an intemitional scale—a story punctu­
ated by murder, assassination and poli­
tical corruption.

It was 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 was 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 
events, (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 a letter that would lie 
used to sell worthless Aritoita land to 
servicemen In the Pacific; Don Holies, 
the Phoenix newspaper reporter killed 
ly a car l»mb in 1976; and Ray Ryan, 
an oil millionrire who kept getting In 
trouble because of mobster 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 Cvmuprion in Aiiiona; details 
gleaned from deposition!, transcripts ol 
bankruptcy best ngs, law enforcement 
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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 poses 
imports.".! questions Suoui the kind of 
protection citizens o l 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. -i-

What went wrong?
Mervin "Red" Leonard, an experi-

Irrigation pipelined on Sunriver' 
Farm's 20,000-acrt tract in 
Eastern Oregon's Morrow. ' f-\ County . ■
enced Exstern Oregon farmer appointed 
by Hess to be the firm’s receives-, puts 
it bluntly: "What happened?" he 
responds with iictcdulity. "Whit hap­
pened was, Uiey stole th* p.‘_ v, hi - j . "

The story ol Sunriver Farms’ bank­
ruptcy is essentiilly the story of four' 
Califcrnianj, two cf w hom had previ­
ously been convicted of securities fraud, 
who managed to buy a 130 million farm

with a minimal initial Investment, who 
manigcd to obtain an unsecured, 110 
million fine of credit from the Fiist 
National Bank, and who, some say, 
managed to remove many of the (arm's 
moveable assets to other states before 
the operation collapsed late last year.

It is a bankruptcy that has a.-racted 
the curiosity of the orginizcc. crime 
unit of (he Oregon attorney general, the 
Federal Bureau of Investigation. and the 
criminal-investigation divuion of the 
Internal Revenue Service.

All three law- enforcement organiza­
tions are said to be eyeing the Sunriver 
disaster with interest; some sources

(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 a 
been filed from Portland to Pendleton •* 
and points in between; additional litiga- " 
tion has been filed in such diverse places . 
as Chicago, and Billings, Montana, 
with a prospect (or even more lawsuits 1 
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 • 
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R e f u g e e s  w i t h  R e s u m e s
T h e  p e c u l ia r p l ig ie  o f P o r tla n d ’s A fg h a n  c o m m u n i t y
B y  A M Y  G O D IN E

T heir numbers a re  small
(between “10 and 80), hut Port­
land's fledgling Afghan refugee 

community has already begun lo make 
its presence felt in the local resettlement 
networks. For unlike the other refugee 
groups, the Afghans are not afraid to 
make 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, 
was considerable, but their standing, 
their connections, their clout as well. It

; • ...C • ■ •. s, • .i o
<»•>**!r. 1

, Mft !»;c rVi-,- cvi ■ -i -.. •
I. îk ff.-1 ' ‘ vt- -:‘J . -. » .v;
M .ifiu'U'V -ri' - i

was worth the sacrifice for freedom, 
the/ figur-cl But now some o l them are 
having second thoughts.

The problem, in • word. Is unem­
ployment. Among the dozen refugees . 
interviewed by W illam ette HerF, this 
was the most frequent compUint. Only 
> handful of Portland's Afghans, most

The Ja/ar Farzana familyl 
Victims of discrimination or high 
expectations?

of them fairly new arrivals, have fount) 
steady jobs. The rest are still thumbintt 
the want ads, living off welfare pay­
ments, food stamps, grants from private 
resettlement agencies, or relatives. Jafar 
Farz-ina, a former government worker 
in Kabul, has filed 25 job applications 
with prospective employers. "I tell 
them, to show I .w serious I am, I'll 
work a week witnout pay. They say, 
'we’ll call you,' but they never do." 
Maltha Ahadi, a former airline employ­
ee in Kabul, has looked 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 gees are assisted in tlirir job 
search by the voluntary agency that 
brought them here (ruin their native 
land; there- are seven "volags," as 
these agencies are called in Portland. 
Sponsoring almost 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-olag currently 
resettling Afghans directly irom Pakis­
tan, where almost two million ol them 
wait in United Nations supervised relu- 
gee camps 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 govern- 
men! puts them up in hotels for as long 
aa it takes them lo find a sponsor, arr 
resettled in American cities by Tolstoy 
as well. Some 25 ol the 78 Algltin 
lelugres Tulriny has brought to Poll- 
land came via Weal Germany. Agency 
director Jerry Roylance aaya she has
heist over hirktv srit, to o.r

says, they're just too particular. They 
expect too much. Needless to say, the 
A'ghins couldn't disagree more.

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 sometimes payments are late. 
Sure, it sets them up with jobs, but why 
should a former minister ol mines settle 
for factory walk? Surely, with perse 
vcrance, the agency can come up with 
bcxier 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 members -il the Afghan 
community. Worse, unlike somv «l Ihe 
other voluntary agencies, it utges them 
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A  R e a l ' *
C ash C rop
C on tin u td  fro m  I  t
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 was 
selling lor $100 to 1200 an acre; with 
irrigation, the same land could bring as 
much as 1C times that amount.

All that was needed was capital to 
bring the water onto the land, and Kyd 
set abaut getting it.

Kyd later attracted the investments ol 
an assortment ol Montana cattlemen, a 
Billing computer whir turned H.C. 
Jordan, and a group ol financiers Irom 
Chicago and Sea Me.

Using money borrowed Irom Pruden­
tial Insurance Co., which look a first 
mortgage on the land that Kyd and his 
investors bought, r, >d the First National 
Bank, which took a second mortgage, 
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 
rrll in.

That never happened; in fact, some
• say Sabte Farms lost t!6 million over 
'  the seven years it operated. And when 
“■(he remaining directors ol the farm
voted 10 sell out alter Kyd’s death hy 
stroke in June 1979, it was amid 
bitterness and recriminations among 
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, a real estate broker 
In llnmlinan, Morrow County's lastcsl 
growing city. I’tag received an exclusive 
listing on the (arm property in the 
spring ol 1979; lie is now suing Salue 
Faints, claiming ll.e lattn failed to pay 
his S1 million commission (or 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 came 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, 
I lausei tnlindoceu hint to his (.iher-in- 
law, a Californian named Ronald Lee 
Dodson.

The arrival ol Doclvon and his associ­
ates on tlie Sabre Farms scene—at h ast 
as a potential purchaser—is one ol the 
more unusual aspects ol the whole 
Sunriver allair, given the laci that Sabre 
Faims' shareholders presumably want-

i  CeJ'forris priieft, for di»gTK*!ic stu* 
dies, while scores ol people—mostly 
Dodson's relalivcs—wrote the judge 
extolling Dodson's virtues. At the same 
time, others who were stung wrote in to 
demand that the judge make 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 a company he identified as "Aero

gslij Development Ltd.,”  a Nassau, 
ahamas partnership.
Four years alter their guilty pleas, 

both Dodson and Mc< jy returned to 
court to withdraw them and were 
allowed to plead guilry to misdemeanor 
violations instead. To this day both 
Dodson and McCoy insist (hat they 
became confused by the laws surround­
ing (he sales ol unregistered securities, 
and that they had no intention ol 
violating the law, and that the money 
was lost legitimately.

It was in the mid-’70s thal both 
Dodson and McCoy became 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 was not the first Sunriver Farms 
corporation that the three men had 
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 was to become a wholly 
owned Subsidiary ol the California 
corporation—wrrethe fits! strti down a 
Kail ol corporate shells and limited

wiUAMiri n:wr.i:K

Sunriver further rgreed to assume the 
payments on the $13 1 million first 
mortgate held on the (arm by Prudential 
Insurance Co. The remainder ol the 
$30.6 million deal—another $3.4 mil 
lion—was to have been paid to the 
Sabre shareholders in quarterly install 
rnents, 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 agreement 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 its operating line lo 
fund operations through the 1980 crop 
season.

As is traditional with (arm loans, Ihe 
money was unsecured pending the 
receipt ol income Irom the crop year; 
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 mortgate.

All ol that was line in theory; what 
made the matter complex was that the 
hank agreed to include Suntiver't 
assumed mortgage payments lo the 
bank in the unsecured loan. In rllect, 
the bank took $.1.4 million ol its own 
secured interest and passed it over to the 
unsecured column.

As a result, today, alter the bank 
ruptcy, the bank's secured inter ret 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 makes the matter ol the t'jn 
shilling even more curious is that 
Dodson', $1(1 million operating budget 
included luiids (or operating a second 
(arm in the state ol Washington, which 
the Body Ginto-irs |>eople and llrhtetis 
had also purchased on a lease option in 
1980.

That lattn — across the Columbia

R o n a l d  D o d s o n  a n d  h i s  c l o s e  \ 

a s s o c i a t e ,  R a y  S u m p t e r  M c C o y ,  

o n c e  s e r v e d  t i m e  i n  a  C a l i f o r n i a  

p r i s o n  f o r  v i o l a t i n g  s e c u r i t i e s  

l a w s .  .

partnerships that had ihf effect of 
initially confuting tl»c actual ownership 
of Sunrivrr Firms and its asset*, and 
that latfT emerged \n the 1 ankruptcy 
proceeding as a severe limit on the 
liability ni those resp«*nsihlp fur the

River from Roaidmjn in Pattcrvm, 
Wish, and known as Ihrrr Wells/ 
Hundred Circles—was operated hy 
IXxlvm as a division of Sunrivrr of 
Oregon Inc., even ifinngh u» ownership 

li »•.«!!* separate and doinuf horn
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What Prag says he did noi know 

then, but liter found out, M l that 
Ronald Dodson and his close associate, 
Ray Sumpter McCoy, had once served 
time in • California prison for violating 
that state’s srxutilicJ 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. I means, lalsc pre­
tences, iilJ false ptuniiscs.’ ’

In eflcct, Dodson and McCoy were 
accused cif 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, was (or Dodson and McCoy, 
and their various enterprises, to sell 
undivided subdivision low near Lancas­
ter, Calif.—more desert land—and 
guarantee their repurchase once the lots 
were divided.

In eflect, said a salesman who Irsti- 
Tied before a grand jury investigating die 
affair. 11 lose who paid for Ihe 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 ddlrrenl 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 men. Dodson 
ar.il McCoy agreed to make all tlie 
irtliluliort diry ivrrr able —1125.IHIO. 

’Ilir pair then went oil to Vacaville,

t v  in m i  m i i i i i

' 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 employed is vice president«'» 
Chicago final kill'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, 
am* thai was u»r,cd and operated 
primarily by two men, 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 atcmg 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, 
making 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 Farms. A 
lengthy sales agreement was drawn up 
by the prestigious Portland law firm of 
Stoel, Rives, Boley, Fraser and Wyse, 
and on April I, 1980, Dodson, on 
behalf ol Sunriver Farms of Oregon 
Inc , signed the purchase agreement.

The agreement is one ol the major 
cufiosilies ol the Sunriver allair. llte 
total ptitchasc price for the firm was 
U0,692,000, Ahout 13.4 million ol 
the purchase price was for Sabre Farms' 
invcntnty ol crops in the field, which 
Sunriver was to sell, turning over the 
plnccrds to the First National Hank o! 
Oregon, which by this time held a 
11.3.4 million second mortgage on (hr 
(arm ptoperly. Suntiver was then to 
assume tlie mnrgagr payments '■> tlie 
bank, with llir loan bailors thus 
reduced to approximately 110 million

me uiiririviT line, r ne nana rriJur • 
loan, and appvmtlr part of that loan 
went to operite a I arm In which the •• 
bank held no secure interest whoso- "
ever.

Why did the bank damage its own 
iKutcd position to Such in extent ’  The 
answer to this remains mutky and is one 
of the major puules con! anting law­
yers who represent the various creditors 
against Sunriver, including the share­
holders o! Sabre Farms.

First National Bank official Frank 
Wallace, who supervises loan opera­
tions. told W illam eltt jFnt thrt it is 
not unusual for the bank to bun money 
to a borrower 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 t>l all 
the claims the small business owners 
have filed against Sunriver, hith in 
Morrow County courts as well as in the 
bankruptcy proceeding.

Those claims now total 16 million, 
and include payroll lor the farm's hired 
hands, as well as claims 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 had 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 
assumption that Suntiver was 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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i d  .hrm, simply because there ire no 
recoverable at-.cts for unsecured credit­
ors from the Sunrises carcass.

The losses, however, don't stop wi-h 
the bank and its $10 million, or the 
creditors with their $6 million. As 
Leonard indicates, there are some who 
believe that Sunriver was also engaged 
in a different kind of bookkeeping oper­
ation, an operation which resulted in 
the removal of at least some of Sabre 
Farms' moveable equipment to other 
(arms, among them Three Wells/ 
Hundred Urclcs, according to testi­
mony in the bankruptcy court. Leonard, 
as receiver, has so far spent much of his 
time trying to track duwn this equip­
ment; some of it wound up in Texas 
and California as well as in Washington.

All this financial destruction was still 
to come when, in the spring of 1980, 
Dodson was signing the purchase agree­
ment and obtaining the $10 million 
from the First National Bank.

As per the agreement, Sunriver made 
its first payment to Sabre ol $500,000 
on July I ; it followed earlier payments 
of alwut $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 was a 
contract purchase, the shareholders of 
Sabre remained 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 1 rmalns 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 may 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 was sold at the bank's demand; 
they claim Ihe First National Dank fre­
quently tells its fainting borrowers how 
tn manage their enterprises. Wallace 
says that's not true; that the bank 
ikx-siiT tell any borrower now it must 
manage its own business alfaiti.

Sttnri. -r plunged on through the 
summer, planting 13,000 sctev of its 
holdings in brans. An additional aopol 
Irani was planted by Simmer terms 
the river at Three Wellt/I lundred Cir­
cles. Although Ihe bank and the farm 
projected the Iran yield to be 20 bags to 
the apre, by the time the harvest wu 

, done In.the fall,.the farni noted only'

owners rslled on both Got. Victor 
Atiyeh and former Rep. Al Ullman 
(D Ore.), who represented eastern Ore­
gon and was s«king reelection. With a 
great deal of ballyhoo, the Sunriver 
people had a press conference, alter,ded 
by both Atiyeh an.d Ullman, and 
announced that aieohol agriculture was 
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

application.
By late November, Sunrivcr's push­

ing and shoving in the political arena 
had attracted the attention of The Ore- 
fo iia n '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 was at about that time that the 
fiasco involving the bean harvest 
became clear; what then transpired 
cast the bank in a strange light.

Two weeks after the alcohol plant 
idea fitted, Schreiber, who by this time 
had been called in by Behrens to 
straigfltcn out the mess left by Dodson

and McCoy, wen; to see the bankoffi­
cials. Schrctbcr says he told the bank, 
that the farm would not be able lo make 
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 
says he thinks the bank tipped the Sabre

people off; Wallace cites the bank'a 
commitment to confidentiality.

Maneuver! g around the bankruptcy 
was to make it impossible fur Sunnier 
to reorganize, says Schrctbcr. "Once 
the judge [I less j discovered that wr had 
been foreclosed, he figured wr couldn't 
reorganize. How could we, without a 
farm?"

In the meantime, to protect i l l  posi­
tion from foreclosure, the bank made 
the regular annual payment on the first 
nsongige lo Prudential oo behalf oI  
Sunriver, and, by mention, Sabre. 
Had Prudential filed foreclosure, the 
bank would have been out the entire 
$20 million it had invested in the iU- 
fated dream ol Charlie Kyd and the 
ill-fated scheme of Sunrivers of Oregon

and California.
The bankruptcy acsinn a UiD gang 

on in Portland, with lawyers rqerven- J 
iirg the vs/mil creators tdung ' 
through the wreckage m search of . 
whaioer remains salvageable.

At least some of the Safer s'jsrrhold- 
era are said to he cmwdrring ■ L'wunt 
agtinsi the lamer cffirrrs of SaWe 
farms, who tulJ the pruyeny ro the 
Sunriver group, the bank, and puuibiy 
the taw firm thaa drew up the sales 
tpermevu.

As for Dodson, he is cud to be bong 
oo the Three Wclli/MunJrrd Guiles 
farm property across the nver in Wash­
ington And. says Schreiber, the last he 
heard, i»„«/ wu ■ home ia La C o a t , 
CaliL  •
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•cvoi lugs [hit, that
»u re/more money.

Except for a long shot. Early in the 
ipring. the Sunrivtr principal decided 
t.l try to attract additional investment 
by jelling limited partnership! to in­
vestors across the country eager to cuh 
in on the tax advantages adotded by the 
national rush to a new kind o( .^cul­
tural product: alcohol.

Again, Prag, the teal estate broker, 
makes 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 to a 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 
30 to -10 limited partnerships" to 
“ qualified investors throughout the 
country, according to Schreiber. The 
idea wu to offer the tax advantages of 

* (arming losses, coupled with tlie write­
offs allow ed lor the development ol alco­
hol fuels, to investors who needed the 
loopholes to shelter their regular in­
come.

To this end, Behrens, DiSanto,
■ Mallen, Dodson and McCoy, set about 
distributing "confidential private place-, 
ment memorandums,”  which in effect 
offered the prospective tax client a crack 
at a tax shelter worth up to 226 per cent 
of the amount invested, provided the 
IRS would go along with the scheme. 
The partnership units were offered for 
sale to investors it >1 ,000 a imit, with 
a minimum investment of $130,000.

(low much money this operation 
raised, and what happened to it remains 
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 represents.

To help get the alcohol plant that wu 
part of these investments olf the 
ground, Sunriver of California hired a. 
California engineering firm, Ultruyv 
terns Inc., to make a feasibility study— 
but not before Sunriver first obtained a

Sant of >249,000 Irom lie  federal 
cparment of Energy.
Ultrasystemi 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, was 
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 Ihe sixth, Chase had Herbert 
wobbling with a missive right just 
before I Icrberl rocked him wit.i i  deadly 
left. Chise went down on i slip in thal 
round and by thi seventh he was 
bleeding above the right eye and stum­
bling.

In the eighth, it was Herbert’s turn 
to slip, to be stunned, and to come 
roaring back. From my corner the 
eighth belonged to Chase but the fight 
belonged to Herbert. My friend Poontar 
was also convinced that Herbert had 
won, and being wise to the ways of 
eicitrd crowds, he suggested that il 
might save dry cleaning bills if we 
retired lo the rear ol the arena to await 
tlie decision. But wc were both wrong,, 
and bclcre we could creep a way, Steve 
Chase was awarded the split decision.

No beer (lew. The crowd iovtd it. 
Chase is a deservedly popular lighter, 
and every time he took a heavy snot in 
tint bout you could hear the breath 
jnked out ol the crowd. Judge Lalord 
scored it 78-77 lor Chase; Judge Weil- 
tel gave it to Chase 77-76. Referee Cas­
sidy, scoring in Ihe absence ol Judge 
Robinson, s* !* 78-77 (or Herbert. 
Chase winced ' ,  he heard about 
Cassidy's srorin, "He was standing 
Ihe closest, he ought lo know... 
whnnps ... lint would mean .. well, 
Scratch Ifni." But Chase believes he 
won that light and so do 60 per cent ol 
the Ians who saw it. They argue that 
d'-.ijgeis the criterion. "I was stagger­
ing him," said Chase. "He wasn't 
hulling me. That's the pro game. This 
isn't amateur boalng."

But the other 40 per cent saw Chase 
hurling plenty. They saw HciIk-ii 
control the form and progress of th* 
light, and they ligute he mote than 
ma le 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 (eel 
hurt .. They didn't have to mess up 
my Irsord like that." And he will have 
to he4 fierce to cancrl the long term 
effect of the decision. Tlie days are gone 
when i  boitr ripcctrd to fight it least 
30 times i  year, build • record ol 100 
bouts with maybe 13 losses, and finally 
grt ■ crack it the title because lie'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 
beat< 73 ? - '.W E '  > t
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Afghans, and now works delusively 
with Cubans, Cambodians, and Eastern 
Europeans. The reason? "Tot much 
pressure,”  he confides. "The Afghans 
thought I was 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 waste time learning a common 
trade. I try to tell them, here, they need 
to take anything they can get. The jobs 
t h iy  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 [dace one Afghan refugee 
in an executive position in an American 
company, and he refused. He said his 
EngUth -wasn't good tnough and he'd 
lose face,'' Roylance recalls. "But 
when I found the same 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 I listen to fir tana's complaint 
in his spacii  ̂rented home in South­
east Portland, Ills 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 grnde neat year. Their, 
volunteer tutor calls their progress 
anuring. "They are the listen learners 
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 make him 
furious, aiut niottly, he is stunned by 
his Inability to get a job. "Maybe they 
only • want people from their own 

• religion," he murmurs of, his prai|*c- 
rivtertiployerijryaov * t. .
' Is Far/ana ton ditrrimfnaiing? As we

contends, the matthmaking would nev­
er be satisfactory. "I can't match ■ 
minister of roads with the same job 
here," she protests. "Amerirero are 
competing for these kinds of jobs. 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 newcomers 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 move. And it's 
true that almost all of the refugees want 
to go back to their homeland. As 
Ansary eapl.t-ns, "Home is home. 
When you go home, you arc sotnebodyl 
I 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 anymore. 
And going back won't make anything 
better."

"Truthfully," Ansary concludes, 
"the refugees ate torn. They want to 
return lo Afghanistan, but they also 
want to live like Americans," and as 
long as the first dream holds its appeal, 
he implies, they will never rea ice the 
second.

Tlie predicament is far sY . unique. 
Every wave of affluent rn„gccs that 
crashes on American shores lias strug­
gled with it before, has refused at first to 
adjust to a lower standard ol living than 
that to which it was accustomed, and 
later, maylie alter a year or more, has 
inevitably come to accept the hard (acts 
ofconi|ictltivc 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 crisi:-.. loss xnd disrup­
tion.

Leadership from within the refugee 
community can help cate the painful 
transition. But the Afghans have no 
leaders. "A ll chiefs, no Indians," one 
Americas caseworker dcspai. 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 a united 
community.

For raample, Zalirr Wxhab, an Af­
ghan ptoft-ssor at Lewis and Clark 
College, knows the new arrivals could 
use some tips from an old hand like 
himsell, Last summer he got his hi other 
out of Afghanistan with the aid of 
Church World Services. Out lie stead 
fully refuses to get involved. I le 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,Irom the 
Takik trilie, is the (.set 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-Iand sales business, according to 
ill accounts. The CMS salesmen needed 
a product 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 was in 
mid-1971, "1 spoke with Moksha 
Smith who was interested through 
Wendell-West corporation in selling 
certain properties owned hy CMC 
[Warren's firm). He asked me to make a 
trip with him to the Philippines and at 
that lime I [was] introduced lo several 
people, among which were Mr. Kaplan 
of CMS,”  Warren said.

The result of that meeting was an 
agreement to begin selling some Anco­
na property known as Chino Meadows. 
La:cr, in September, 1971, Warten 
m de another trip ro the Far East and . 
po suaded CMS to sell a new property to 
the overseas U.S. military personnel— 
something called Chino Grande Ranch- 
etlits.

Chino Grande Ranchcties turned out 
to In an illegal Arizona subdivision, and 
all the evidence indicated that CMS was 
the victim of another Warren swindle.

CMS eventually learned thal the 
Chino Grande Rinchrttrs it had hern 
peddling lo 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 land of equal o r' 
better value.

It was during the course nf a 1973 
investigation of recreational land ales 
in Oregon tli.se the fii/prne fiejii.Vr- 
G m i . I  got a lip 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.

Tlsat date was highly significant 
because it was more iliari two months 
before Ihe June 7, 1972, issuance of the 
Top Ranch public icjxirt by the Oregon

T h e  I d e a l  J o b  F o r  A  W o m a n
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to get a job right away, which means 
they can'l get welfare and tale the 
English classes they need lo better 
compere for ihe highly skilled jobs they 
are trained to do.

And trained they are. Back home, 
they ran whole provinces, drilled regi­
ments, practiced law, supervised devel­
opment projects and roads. Most of 
them bilingual, 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 
classes. In a country the site ol Texas, 
populated mostly by illiterate nomads 
and (armors, 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 a struggle. Why shouldn't their 
expectations be high, they ask? Their 
talents are many, their intentions only 
good

Most refugee groups are as unwilling 
to speak 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 I or 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, and t i le r  a 
year, jobs, for as long as il took them to 
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, 110 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 I go lo 
school?' And we can’t allutd this Not 
Tolstoy, not the Irdrral government. 
All we can do is provide rent till they 
liissl work, help shewn nut with health 
care, dmate furniture, pits and pans, 
and set them up with some |ob Inter­
views. And they feel let tkiwn. It 
definitely gets things started on the 
wrong foot,"
' Equally disenchanted is 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 Slop|>ed dealing with

tire «fflploytr*;i£/,i U S M M B tiQ
is Farram ton discriminating? As we 

tslk, the phone rings; it's in American 
woman from a 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 a cir so he can get 
a better job? To the former manager, it 
looks like a vicious circle.

But Romance insists that the jobs are 
1 here. "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, a well-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. Ihe agency gave my name lo 
two, three companies. Now I know 1 
have to send my resume 10 2 0 0  places. 
Finally, I got a position with CETA. 
There, I learn about how to talk to the 
loss How to dress. How to behave." 
Hr grins. "A ll 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 Laos, the fisherman Irom 
Virtnam. They see thf special programs 
(nr Ihe 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 has 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 I learned 
Mute I came," or.c Afghan, who asked 
not to be named, explains. "The 
English <s a se-- .ud language class a; 
Rost Island is only for the beginners, 
the Southeast Asians. It can teach us 
nothing."

Tolstoy si) 1 it 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 rrlugrct 
over aiiiiihrr. ' 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, I wish I  
was a refugee."

To matt It the Afghani witli jobs that 
requite their special skills, says Roy 
lance, would mean hiring a job place­
ment specialist. Tolstoy can't afford 
this, and even if it could, Roylance

F«riI-»pe*llnj/cJiy dwell err,, 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 problems with 
them. I’m a good example. Tlie com­
mon wisdom is, the people from Kabul 
have no sc tuples. You don’t trust them. 
I know t should help, bur I don't want 
to I’m a leftist, and these people here 
today would have been the next targets 
ol the peasants—my people—w hen tlie 
Russians leave. What ran we possibly 
saytoeachothrr?" •
prrer— m r m t i i  x m i
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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 was 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 
attempts to revive Ihe lirm, three Wen- 
drll Wcst partners—Moksha Smith, 
Lawrence C. Angell and A.J. Hutton 
Jr.—decided to get a fresh start with a 
fresh name. They formed a new corpor­
al inn called Kamala Inc., with Wen­
dell West owning (>3 per cent of the 
slock, anJ tiegan developing new pro­
jects for (he 'and vales market. Top 
Ranch was oneol them

Meanwhile, 5,000 miles away in the 
Orient, some of Brrnic Cotnlrld's 
former salesmen, unemployed following 
the IOS collapse, also were forging a 
new corpiraie idrnllty. They formed a 
coriciraiiun of their own 10 tell such 
things as mutual Aimlt and delientutes, 
calling il Capital Management Systems 
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 niolitti-ra At the time, in 
fan, ft, an was apjiealing hit 1970 ton- 
victKin for obstruction of justice in con­
nection with destruction ol records 
showing (hat (hire eastern Main lead 
eti had fieen given gift mcmlieithips in 
the pltish Mt. Kenya Safari Club in 
Africa, which Ryan oo-owned with 
actor William Holden.

Exactly why they those to visit Ryan 
is .ncleir, although il is piohahle that 
Ryan's son in law, Bub Kaplan, • 
ymmg Bcvetly Hills stovkbmker who 
would later become president of CMS, 
helped pave Ihe way. In any event. Ryan 
—a major creditor of Wendell-Wot

Real Estate Division. Ihe public rrport 
is s disclosure statement 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-was fn m a  facie evidence 
o< an illegal sale.

Telephone alls to other servicemen 
who bought Top Ranch pircels while 
overseas indicated that others also had ' 
not 1-cen 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 was unsuitable for subsur­
face sewage 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 some of the buyers 
contacted by (he R e g iile t-G tu s rJ who. 
said they had been led to believe by the 
salesmen that they wouldn't have any 
problem with sewage 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 ol 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 
documents 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 Ihe 
report could have heat given die report 
hefote, other than to say that perhaps 
some of tlie overseas agents "jumped 
the gun" on some sales.

On June 2, 1976, A r iio n a  Republic 
investigative reporter Don Bollctt drove 
lo a hotel on North Central Avenue in 
Phoenix to meet a tipster. Ihe tipster 
didn't show up, Holies made a telephone 
tall, thrn wrnl back outside and climb­
ed into hit new white Datsun and 
slatted lo lutk out of the paiking space.

A bomb blast blew apart the Datsun. 
Ikillci was niorta'ly wounded, one leg 
blown completely away, other limbs 
mangled

Who attached the radio controlled 
Ixunb to his a r t  Who touched It nil? 
And why? These questions went unan­
swered lor months as Phoenix police 
(fits krd nut clues,

It was during this lime that the names 
of Sm Hairy Coldwatrr and Capital 
Management Systems Ltd. leaped into 
ptuminrtnr

less than thtir hum* alter the bomb 
blast, iqxirteis found 1 note on Holies' 
trsk. Il was in Bollrs' handwriting, a 
memo to lumsrlf. It rrlcrtrd to letters - 
written by Goldwurr and then Rep. 
Sam Steiger (K Atir.) 10 CMS, 1 
corporation that was selling lots in an 
illegal land subdivision to invlcemcn in 
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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- 

t , ported Goldwatcr-Stciger letters to 
CMS which had not been answered.

** i 1 For example, there was a memo dated 
Aug. If), 1971, written by I'd I.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.

But no such letter from Steiger could 
be found and Steiger disclaimed any 
knowledge of writing such a letter.

What police did have was a letter 
from Goldwaterto CMS, dated Aug. 
19, 1971, praising the Chino properties 
in almost precisely the same language as

W IL L A M E T T E  W E E K  '

acknowledged signing the letter but was 
vague about the reasons why.

A new investigative hypothesis 
evolved, and Warren later confirmed it 
in an interview with IRE.

W hen W arren 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*1 hours, he 
had a letter of endorsement addressed to 
CMS and signed, "W ith 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 candi­
date for President in 1961, can be 
used—wittingly or unwittingly—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 kits.

"W hat more could anybody want?”  
asked Kaplan, the former CMS presi­
dent.

Goldwater refused to be interviewed 
by IRE.

Postscripts:

•  Kamala Inc., Moksha Smith (pres­
ident), and Monte Gx>k (sales 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 guilty 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

which entered a no-contest plea, was. 
fined $1,000 on each of 19 counts (sus-.-j 
pended, and placed on three years pro- j 
bation.

•  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 
prison ward of a county hospital. He had 
been 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- 1 
pon. It remains an unsolved murder. 1

•  Ray Ryan, the wealthy Indiana oil­
man, svas blown to bits on Oct. 18, 
1977, when a dynamite 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 jury 
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 lots 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. 
"They were mad as Itcck. There an; 
still some nennlo who tliiol »t>«y (>■<«••
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attorney general, Easivold was 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
opment 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 tb t  W etk ly, Seattle re- 
purer Patrick Douglas dcscril>es the 
boom years for Ocean Shores during the 
"latter sixties, when lots there were 
selling like a n y  under the high pres­
sure salesmanship of the Wendell West 
ctcw. Each summer, the company 
sponsored a big goll tournament at 
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 

the only business in which the two for­
mer Washington officials joined forces 
In the late 1950s and early 1900s. 
According to a series of articles in the 
W tn e lc lu t W orld written by liay 
Shriek, Eastvold and Smith were offi­
cers in a Seattle based swimming-pool- 
equipment distributorship, Sunnlay 
Pools ol Washington, whic h, with debts 
ol almost 1-10,000, undertook an 
arrangruinit with ils creditors,

III 1962, Easivold and his nrw wile, 
(ilnny Simms, a former singer with
lug band leader Kav Kyser, left Wash­
ington and moved to Palm Springs, 
Calif There, according to Schrick’i

ri><
ublishcd account, Eastvold agteed to 
!>uy 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 Eastvold'i Ocean 
Shorn Intrtrsts.

Eastvold got into regulatory hot 
water In I luirry. Acmrdmg to court 
rnnrcb qtiotec by tlir W m o trlu t 
World, Eastvold . -as ordered to desist 
and retrain hy (lie C. Iifomli Ileal Estate 
Division for "allege I bait and switch 
advertising"—switch sg pt spectlve 
buyers (ruin iinsuhsid.red pan els into 
more costly lota in the subdivision,. 
Accordingly, the sales litrtalurr was

December 1970 the company 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 debt).

One ol the most important findings 
Wendteber W orU  reporter Rsy Sclirick 
uncovered in the Wendell-West filings 
was that the company was following a 
familiar script. The teal profits in fraud­
ulent land sales come not so much from 
the initial sale as from putting up prom­
issory notes signed by small buyers as 
collateral for I ank loans and by selling 
the mortgages 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 salesmen. 
Smith explained this, according to 
Schtick, by saying that the salesmen 
wete so enthusiastic about what they 
were peddling mat they bought lots 
themselves. However, tb t W t tk ly ' i  
account points out that "lew, il any, 
payments were ever made on many ol 
these contracts, as well as on others 
supposedly signed hy people not con­
nected to Wendell West. Nor, In most 
cases, did Wendell-West voluntarily 
suhstituir huna fide contiacts for those 
ol dubious validity."

less than a year after Wendell-West 
hied bankruptcy, Smith was back in the 
recreational land development business 
as liei.cl ol Kamala Inc., trying to 
rebuild his holdings and using a new 
marketing scheme nl selling his unde­
veloped acreage to American service­
men stationed overseas.

In 1975, Eastvold splashed back on 
the Washington development scene- 
more specifically, right back on Ihe 
banks ol Ocean Shores.

"I was just sitting line in my nllice 
one day," Smith (..lei th t W ttk ly , 
"when Eastvold walked in the room. 
Hr aaiii llirre were about 15(H) remain­
ing unsold loti at Ocean Shores, which 
he thought we could acquire and 
maikct." Nn sweat. 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 I*, Grikben 
and Hubert J. Mcbanirls. Griblien, a 
California lawyer, lias had some trou 
Ides ol hit own: Just two yens earlirr in 
1073, he had hern namrd along with 
sia other people in a suit brought hy Ihe 
Inletal Servilities and Exchange Com- 
mission that l.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 use of the unit, When 48 or 50 club 
week, are sold in that unit, the 
developer transfers another and sales 
continue. At Royal Aloha, sales have 
somersaulted so quickly that club inven­
tor boasts 120 million worth of prop­
er!; 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 Sold 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, w hich are now-club resorts, are 
not owned hut Itd trd . 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 t x f t c t  Ihe 
lea os to be extended, thcte is no guar­
antee that they will Ire.

Indeed, lika all recreational land 
sales, there's money to be nude in 
time sharing In one Instance, tht 
Aloha Group paid Kennrith Lacy (who

sarsc
happens to be an olficer of the Aloha 
Group) 167,310.32 for a condominium 
in the Waikiki Skytower. With one- 
week memberships 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 
contemplates, notes the Washington 
registration papers, is selling the receiv­
able notes Irom club members to third 
panics or pledging notes to third panies 
as security for loans.

There's a third clement in the deal, 
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 payments. Ac lord- 
ingtoStilling Merita, a Honolulu S t jr-  
Bu lletin  reporter, Tellus, whose prin­
cipals held mortgages on 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 
Washington s Real Estate Division. 
"They've goi an awful lot of work lo 
do."

Tellus has n few corporate officers 
who are famil ar names in the wildly 
complicated land development game. 
President of fellus is Waller Gribben, 
mentioned earlier as named in a huge 
SEC complaint in 1973. He is also the 
same individual who, as controller of 
much ol Ocean Shores property alter 
Wendell West went btnkrupt, sold the

remaining 1500 ocean lots to Eastvold 
and Smith in 1975 and put them back in 
business. Gribben later landed in the 
middle of a massive lawsuit at Ocean 
Shores, in which a small local realior 
there, Mike Moore, claimed that Grib­
ben, Eastvold, Smith, and a hot? ol 
other defendants had 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 low- 
profile sales pitch didn t jibe with the 
Gribbcn/Eastvold/Smith style ol inflat­
ed prices and hype. And dirty tricks; 
Moore alleged that the group also 
threatened to report him to "the real 
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 b it 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, I know c hat that is. Maybe the 
club was trying to save money and not 
duplicate with mother lawyer, and they 
just list me In c someone w ants local

legal opinion."

At the Royal Alohx Vacation Club, 
it's business as usual, and by alt tr.cas-. 
ure, neither Eastvold's clouded pm r r x  
his rosier ol bclragurcd associates has 
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 the right 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 
already, though. In June 1980, the 
Ariiona Corpor ation Commission sus­
pended registration of Vacations inter­
national, the broker selling Royal Aloha 
Vacation Club memberships in Phoe­
nix. The commission charged the firm 
with misrepresentation, fraud, and vio­
lation nl siaie laws. Eastvold told report­
ers at the H onolu lu  S to r-B u lld in  that 
Vacations International was 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 break 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 of 
Arirona .
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miym uaimiiniiWifliiM jnrrcDmrig-
nrnit cmity lex J in ihe subdivision. 
Accordingly, the siles literJture wu 
charged, but ihe operation got irno 
to ll 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 developers 
couldn't deliver the 99-year leases 
they'd premised because San Antonio 
Shorn was within a coastal border area 
where the Mcaican government 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 may he polluted, 
unsafe and unhealthy, and that portions 
thcrcul 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 
scsvjgc ol the city ol Tijuana."

As part ol the court order, Eutvold 
wu required tocanccl and return all the 
promissory notes nude bj buyers ol lots 
at San Antonio Shores and to pay the 
state ol California a civil penalty nf 
325,(X'0 in three payments r'.jun • 
year ol the Srpicmbcr 1975 order. Ihe 
payments were never made: Eutvold 
says no one ever asked lor them.

Hard limes
In February, 1968, Eastvold filed a 

personal bankruptcy statement report­
ing 17d I. 0(10 in assets and 51.1 million 
in drills. I le was at (he time, lie told the 
bankruptcy court, "a defendant or 
judgment debtor in 70 or more law­
suits." I its bankruptcy, Srhrick sug­
gests, stemmed Irom a string ol new 
recreational land development schemes 
that didn't take.

While Eastvold was promoting real 
estate in California, his old Ocean 
Shores partner, Moksha Smith, was 
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 was 
gntd, loo; in 1909, Smith's Wendell 
West Co rang up total land salts of user 
J30 million. Hut a year later it was in 
shambles. Throughout 1970, Wendell- 
West's assets—land in New Mexico, 
Hawaii, Australia, Wisconsin, 
Arirnna, Mississippi, and at Washing­
ton's Ocean Shotes—dwindled u  the 
(altering company sold oil property and 
I,,sl t,r.,rv"tv through fori-rlosiires, tri

u.s. mandarine, a bouthcrn Cali­
fornia real estate company. In a 76-page 
complaint, the SEC chatged the com­
pany with manufacturing million] ol 
dollars ol phony profiu.

McDaniels, too, keeps cropping up in 
assorted time-share deals, lie hu since 
served as president o l Smith's Harbor 
Village Club in Ocean Shores, and lut 
month bee ime executive vice-president 
c l Paradise Palms Vacation Club. II 
there's > center to -he timeshare 
tempest. Paradise Palms is probably 
| --ched on it: The club is under inves­
tigation in Hawaii, and wu recently 
run out of Wuhington state by officials 
who insisted on registering it as a seem 
ity. Its president, James Quhcy, wu a 
prindpal in the largest timeshare disu- 
ter to date, the bankrupt Stanley Hotel 
project in Colorado, in which some 
2,000 timeshare owners lost over 34 
million dolfors.

Alter opt.oning the land (rcm Grib­
ben and M'Dmieh, Smith and Eutvold 
set up ttvi companies to market their 
new Ocean Shores land: Hobday Resort 
Marketing, for domestic sales, headed 
by Dave Uullert, a salesman for East­
vold's ill-fated Salton Sea venture 15 
years earlier: and International Reeort 
Properties, whose president, Fredrick 
Schumacher, was Eutvold's attorney in 
his San Antonio Shores debacle and 
now sits on the Royal Aloha Vacation 
Club's board ol directors.

Certainly, 315 million worth ol land 
is nothing to sniff at. Out what r t i l l y  
excited Eutvold wu Ihe prospect ol ■ 
bringing Nevxda style casino gambling 
lo Washington. That, ol course, would 
ha-' turned Ocean Shores land into 
pure gold.

Would have, but didn't. Eattvold 
served at attorney and prime stokesman 
(or the Oc< ,u Shores-bascd Commit­
tee for Tt ■ Rebel" whose Initiative 
drive in 1976 foil just shy ol putting the 
issue on -the Washington ballot. Un­
daunted, Eutvold geared up again, 
although this time the group (ailed lo 
even submit signatures lor considers- ,
tion on the 1977 Py then. East-
void had loaded west to market Ov.-m 
Shores lots in Hawaii, and, just a year 
later, to operate the Royal Aloha Vaca­
tion Clou and its developers, tlie Aloha 
Group, ' - •. '

\  1  *
Illuc 1 lasvaii 1

On paper, anyway, Eastsnld was 
hralni to* post wilh Royal Aloha by Ids 
wile, Ginny Simms. In February 19711, 
tlte first volume ol P i jm o n J  l l t j J I i n t t ,  
the Club's official newsletter, lilts 
Simms as Royal Afoha Vacation Cloh 
secretary and "official interior dccotat- 
or." Eutvold's name is nowhrre to be 
'nind. Ily 1979, though, when the 
.-iloha Group bird tu tfo business in 
Washinglun. Euts-old was topping the 
new as president and chiel executive , 
officer.

Gelling started In tlie timesliare 
business h  s't difficult. All you need is 
an tnisy - ,les m i l , one condominium 
unit, an,i hie nlsnx. Hie deveforwr—in
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OITcr goo»J while supplies last. 

•*SutnU ntlal Inlcicil ffttnliy for ratty 
vMilirftrtwal of cciufutc laving 
Iniricit compounded conuamly from 
day of tJr jxntt to day of wltiul/awal,

i n

/ D v ^  O F  f ( , . i

, . :■iv‘*ti'i.,



investigative reports, newspape 
pines and numerous iraterviewv

B y  J E E R  r  U K r U iA M M E X

.•M'e.rSf

m m

HE' REAL ESTATE rontnct 
found in the microfilm records 

—— at the Grant County Court­
house was dated 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. ■’

It was not a world-shaking story, not 
even close to Watergate caliber. But it 
was a good 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'iircd at the time. 
As subsequent developments would 
reveal, Top Ranch was merely one piece 
of a larger story about land swindles on 
an international scale— a story punctu­
ated by murder, issasslniiion 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 Wa!Idpcrt. 

of ts-Eventually, through a series c 
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 a letter that would be 
used lo sell worthless Atirona land to 
servicemen in the Pacific; Dan Bolles, 
the Phoenix newspaper reporter killed 
by a err bomb in 1976; and Ray Ryin, 
an oil millionaire who kept getting in 
trouble because of mobitrr contacts, 
fatal trouble. »:

x J  Most of the additional details surfaced 
I' j P 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 l  ■’.*• gle.vnd Iror. depositions, transcripts of 
At' bankruptcy hearings, law enforcement 
at. ' •  P i t  i n  tu rn  to  f i x *  7
it>** ----------

• It begara Ira 1971 when the Wen 
Cell-West Company filed what was then 
reputedly the largest Chapter XII bank- 
rup)cy(reorganization) in the history of 
the United States with creditors' claims 
totaling S70,COO,OCO.

V Concerned that stigma tom the 
bankruptcy proceeding might Impede 

‘ attempts to revive the firm, three Wen- 
dell-West partners—Moksha Smith, 
Lawrence C. Angell and A.J. Hut on 

1 Jr.—decided to get a fresh start with a 
[ fresh name. They formed a 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, unemployed following 
the IOS collapse, also were forging a 
new corporate identity. They formed a 
corporation of their own to sell such 
things as m .ual funds and debentures, 
calling it Capital Management Systems 
Lad.

Two CMS organ iters, 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 was appealing his 1970 con­
viction for obstruction of justice in 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
seas 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 salesmen to 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- I 
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 tvl v would acqu.. t notori- 
tty as the '‘godfather" ol Ari ona land 
fraud. Befriending politicians and brib­
ing reat-esiate officials, Warten operat­
ed with virtual impunity for many years 
in Arizona. .

Warten said in a depovition that his 
Erst contact with CMS was in 
mid-1971. “ I spoke with Moksha 
Smith who was 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 September. 1971, Warren 
made another trip to the Far East and 
persuadedGMS lose" a new property to 
the overseas U.S. military personnel— 
something called Chino Grande Ranch-

’ Qiino Grande Rancheaies turned out | 
to be an illegal Arizona subdivision, and ; 
alliheevidemceindicatedihatCMSvm j 
die victim ol another Warren swindle, j 

CMS eventually learned that the , 
Chino Grande Ranchettea it had been I 
peddling to servicemen consisted of I 
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 was during the course of a 1973 
investigation of recreational-land vales 
in Oregon that the E m  g in s  R  • -vr-
C t a r i  got a tip to check land si 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 A ir Force 
sergeant, bought a Top Ranch lot on 
April 3.1972.;

Thu date was 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 real- 
estate contract wasp r im a  f i c i t  evidence 
of an illegal sale. - ... -

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 was 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 pro perty.

This fact surprised some of the buyrrs 
contacted by the R e g is lt r - G iw rd  who 
said they had bctn led to believe by the 
salesmen that they wouldn't have any 
problem with sewage or with building 
•ny kind of structure on a Top Ranch 
lot. -. t' 'Ts • -,jy-

■ j- The Oregon Student Public Interest 
./ir'Research Group, working independent- 

.: Ip'-.Iy on an investigation of Top Ranch, 
jrf. also reported initances of servicemen 

a.s>V saying they had not been shown public 
] ; reports before purchasing. , • .v -t *]
, .. Moksha Smith, reached hy telephone

:.v ;* in Seittle, claimed to have signed 
documents showing that all Top Ranch 
buyers had been provided with tlie | 

'.I.'* 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**:*. vH
On June 2, 1976, A t  :oru> Republic  

investigative reporter IY.n Bolles drove 
to a hotel 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 space.

A bomb blast blew apart the Datsun. 
Bolles was mortally wounded, one leg 
blown completely away, other limbs 
mangled.
: Who attached the radio-controlled 
bomb to his car? Who touched it offi' I 
And why? These questions went unan­
swered for months ai Phoenix police I 

. v- checked out clues. . v*  )
It wis during this time that the nimt-, ' 

f o l Sen. Barry Goldwater and Capital 
- Management Systems Lad. leaped into' 

vninence. t 1. ''v. Vvm'- >L„'?•.! -



which ctntrrf a no-contest, plea, was 
finedSl.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 a county hospital. 1 le had 
been in ill health for yeara after hiving 
triple by pass surgery in 1977. • ]

• Capital Management Systems Ltd., j 
apparently suffered mortal financial 
wounds in 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. was blown to bits on Oct. 18, . 
1977, when a dynamite bomb exploded 
in the trunk of his Lincoln Continental 
in Evansville, In A News accounts of the 
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
ments. .... "  .f..

• 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 . U r-  

G u a rd 's Gist disclosures in 1 . 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

W M
sera



Developer George Donoiaii at ,\'ortb Carolina's Fairfield Mountains
"W e h a v e  to b e v e ry  c a r e f u l  t h a t  th e  b a d  d o e s n 't  d r iv e  o u t  th e  g o o d ."

T im e s h a r in g  r e s o r ts  a r e  a  b o o m i n g  b u s i­

n e s s  th e s e  d a y s . C o u l d  th e y  b e  th e  E ig h t ie s ' 

e q u i v a l e n t  o f  r e a l  e s t a t e  i n v e s t m e n t  tr u s ts ?

E n d l e s s  v a c a t i o n  
o r  e n d l e s s

By Carol E. Curtis

I t 's  s u n s e t , a n d  t u n c  t o r  t h e  J a ­

c u z z i .  B e y o n d  y o u r  r o o m - s i z c ,  

m i r r o r - l i n e d  b a t h r o o m ,  t h e  m a s ­

t e r  b e d r o o m  s u i t e  o p e n s  o n t o  a  m a j e s ­

t i c  v i e w  o f  t h e  B lu e  R id g e  M o u n t a i n s .  

T h e  s o f t  s t r a i n s  o f  p ip e d - in  m u s i c  s p i l l  

o v e r  to  t h e  t w o  u p p e r  l e v e l s ,  w h e r e  a  

g o u r m e t  k i t c h e n ,  a  s e c o n d  b e d r o o m  

a n d  l i v i n g  r o o m  w i t h  a  s t o n e  f i r e p la c e  

o p e n  o n t o  t h e  s a m e  s p e c t a c u l a r  v i e w .  

T h e  g o l f  c o u r s e ,  p o o l a n d  t e n n i s  c o m ­

p l e x  a r e  h u t  a  w a l k  iw a y .

W e l c o m e  to  F a i r f i e l d  M o u n t a i n s .  

F o r  $ 1 6 ,0 0 0  y o u  c a n  o w n  t h e  s u i t e ,  

a lo n g  w i t h  t h e  v i e w  a n d  t h e  l a c u z z i ,  

f o r  t w o  w e e k s  e a c h  y e a r  lo r  t h e  r e s t  o f  

I t s  e s t i m a t e d  - 1 0 -y e a r  l i f e .  F o r  $ 1 2 .$  

w e e k l y  m a in t e n a n c e  e a c h  y e a r ,  y o u  

w i l l  n e v e r  h a v e  to  w o r r y  a b o u t  u p ­

k e e p .  D e c o r a t o r  f u r n i t u r e ,  l i n e n s  a n d  

d i s h e s  a r e  in c lu d e d .

I f  t h i s  s o u n d s  l i k e  a g o o d  d e a l ,  i t  

i s — p e r h a p s  fo r  y o u ,  h u t  c e r t a i n l y  lo r  

F a i r f i e l d  C o m m u n i t i e s ,  I n c .  A l t e r  i t  

s e l l s  y o u  t w o  w e e k s  a t  i t s  F o x  R u n  

d e v e lo p m e n t  i n  t h e  N o r t h  C a r o l i n a  

m o u n t a i n s ,  F a i r f i e l d  h o p e s  t o  s e l l  t in  

o t h e r  4 8  w e e k s  ( t w o  w e e k s  e a c h  y e a r  

a r e  o p e n  f o r  m a i n t e n a n c e )  a t  p r i c e s  o f  

u p  t o  $ 1 1 ,0 0 0  e a c h  w e e k .  T o t a l  r e v ­

e n u e s  o f  t h e  u n i t :  $ 2 7 5 ,0 0 0 .  T h a t ' s  

$ 1 5 0 ,0 0 0  m o r e  t h a n  t h e  g o in g  p r i c e  i l  

t h e  u n i t  w e r e  s o ld  o u t r ig h t  to  o n e  

b u y e r  fo t  $ 1 2 5 , 0 0 0 .  S i n c e  t im e - s h a r e  

o w n e r s  p a y  u p k e e p ,  F . u t l i c l d ' s  o p e r a t ­

in g  c o s t s  a r e  m i n i m a l .  P r o f i t s  a r e n ' t .  

F a i r f i e l d  s p e n t  $ 7 8 ,0 0 0  to  b u i l d  t h i s  

p a r t i c u l a r  u n i t ,  m e a n i n g  t h a t  e v e n  

w i t h  t h e  h ig h  c o s t  o l  s a l e s  i t s  p r e t a x  

m a r g i n s  a r e  a s  h ig h  a s  5 0 % .

T h e  s c e n e  s h i f t s  t o  C o lo r a d o .  N e x t  

to  t h e  S t a n l e y  H o t e l  i n  L s t c s  P a r k — a  

r a m b l i n g ,  t u r n  o l - t h e - c e n t u r y  s t r u c ­

t u r e  t h a t  w a s  t h e  i n s p i r a t i o n  f o r  t h e

m o v i e  The Shining— t h e r e  i s  a  p i l e  o f  

d i r t .  I t  i s  a l l  t h a t  r e m a i n s  o f  a  p l a n  to  

t u r n  t h e  S t a n l e y  i n t o  a  t im e - s h a r e  re -  

s o i t  T h e  S t a n l e y  i s  n o w  i n  b a n k r u p t ­

c y  i f t e r  f a m e s  Q u i n c y ,  a  p a r t n e i  i n  

t h e  p r o je c t ,  p e r s u a d e d  2 ,0 0 0  " o w n e r s "  

to  p a y  $ 1 0  m i l l i o n  fo r  w e e k l y  u n i t s .  

S t a t e  a t t o r n e y s  s a y  t h e  m o n e y  w a s  

d i s s i p a t e d  i n  c o s t  o v e r r u n s  a n . ,  la rg e  

s a l e s  c o m m i s s i o n s .  Q u i n c y  m o v e d  o n  

t o  s e l l  t im e - s h a r e  p r o j e c t s  i n  W a s h ­

in g t o n  a n d  H a w a i i .

W h i c h  s c e n a r i o  i s  c l o s e r  t o  t h e  fu -  

r u r e  o f  t i m e  s h a r in g -  T h e  q u e s t i o n  i s  

n o t  a c a d e m i c .  T h e  id e a  o f  s e l l i n g  o f f  a  

r e s o r t  in  w e e k - lo n g  s l i c e s  s t a r t e d ,  i n  

t h e  m i d - S c v e n t i e s ,  a s  a  m e c h a n i s m  

f o r  b a i l i n g  o u t  a i l i n g  p r o j e c t s .  B u t  

s i n c e  t h e n ,  t i m e - s h a r i n g  h a s  b e c o m e  

b ig  b u s i n e s s .  F r o m  a l m o s t  n o t h i n g  

f i v e  y e a r s  a g o , t h e  o w n - a - v a c a t io n  i n ­

d u s t r y  h a s  g r o w n  t o  $ 1 .5  b i l l i o n  a y e a r  

i n  s a l e s .  I t  i n c l u d e s  e v e r y t h i n g  f r o m  

c o n v e r t e d  m o t e l s  t o  s e l f - c o n t a in e d  

c o m p l e x e s — s u c h  a s  C a p t r a n ' s  S a n ib e l  

B e a c h  C l u b ,  in  F l o r i d a — b u i l t  f r o m  t h e  

g r o u n d  u p  f o r  t i m e - s h a r i n g .

C u s t o m e r s  b a s i c a l l y  b u y  v a c a t i o n  

h o m e s  o r  a p a r t m e n t s  f o r  w e e k l y  i n ­

t e r v a l s .  P u r c h a s e s  a r e  o f  t w o  t y p e s :  

C u s t o m e r s  g e t  t i t l e  to  a  f r a c t i o n  o f  

i h e i r  u n i t ,  a  s o - c a l le d  f e e  s i m p l e  t r a n s ­

a c t i o n .  O r ,  i n  w h a t  i s  c a l l e d  a  r ig h t - t o -  

u s e  a r r a n g e m e n t ,  t h e y  s i m p l y  r e c e i v e  

a  w e e k  o r  m o r e ,  u s u a l l y  f o r  2 5  t o  4 0  

y e a r s .  A t  t h e  m o m e n t ,  t h e r e  are-

2 7 0 ,0 0 0  t im e - s h a r e  o w n e r s  in  t h e  

U . S . ,  w i t h  s o m e  2 7 0  c o m p a n ie s  

h a w k m g  p i e c e s  o l  4 5 0  r e s o r t s .  P u c e s  

r a n g e  f r o m  $ 1 ,7 0 0  p e r  w e e k  to  a s  

m u c h  a s  $ 2 6 ,0 0 0 .

T h i s  b o o m  h a s  c o m e  a s  s o a r in g  i n ­

t e r e s t  r a t e s  h a v e  p u s h e d  o w n c i s l n p o f  

a  v a c a t i o n  h o m e  o u t  o f  t h e  r e a c h  o f  t h e  

m i d d l e  c l a s s .  A t  t h e  s a m e  t i m e ,  r i s i n g

na 11 millS SEl'TEMIU It 14. I vs i



c
h o t e l  c o s t s  m a k e  t h e  id e a  o f  l o c k i n g  i n  

f u t u r e  v a c a t i o n s  a t  t o d a y 's  p r i c e s  a p ­

p e a l in g .  T h e r e  i s  t h e  p r o m i s e  o f  e q u i t y ,  

t o o .  I n  fe e  s i m p l e  p u r c h a s e s  ( a b o u t  

6 0 %  o f  a l l  t im e - s h a r e  s a le s ) ,  f i n a n c i n g  

i s  c o m m o n l y  h a n d le d  j u s t  l i k e  a  h o m e  

m o r t g a g e . A s  t h e  b u y e r  p a y s  o f f  h i s  

l o a n ,  h e  b u i l d s  e q u i t y  e q u a l  to  t h e  

f r a c t io n  o f  t h e  u n i t  h e  h a s  p u r c h a s e d .  

T h e r e  i s ,  h o w e v e r ,  n o  e q u i t y  b u i l d u p  

i n  r ig h t - t o - u s e  p r o j e c t s ,  w h i c h  a r e  o f ­

t e n  p r i c e d  l o w e r  a s  a  r e s u l t .

F o r  d e v e lo p e r s ,  t h e  l u r e  i s  c l e a r :  a  

b r o a d e r  m a r k e t  a n d  a  h ig h e r  p e r - u n i t  

s a l e s  p r i c e .  F i n a n c i n g  i s  r e l a t i v e l y  

e a s y  to  c o m e  b y ,  t o o . M a n y  l e n d e r s  

a r c  a c t i v e  i n  t im e - s h a r in g ,  i n c l u d i n g  

la r g e  b a n k s ,  s u c h  a s  C i t i b a n k  a n d  

M e l l o n .  L e n d e r s  l i k e  t h e  b u s in e s s  b e ­

c a u s e  i n t e r e s t  r a t e s  a r e  o f t e n  h ig h e r  

t h a n  c o n v e n t i o n a l  m o r t g a g e  l o a n s .

F r o m  a  b u y e r ' s  p o in t  o f  v i e w ,  h o w ­

e v e r ,  t im e - s h a r in g  i n v o l v e s  m o r e  t h a n  

i t s  s h a r e  o f  r i s k s .  " T h e  id e a  m a y  h e  

s i m p l e .  I n  o p e r a t i o n ,  h o w e v e r ,  i t  i s  

p r o v in g  e x t r e m e l y  c o m p l e x , ' '  w a r n s  

A l a n  S c h l a i f c r ,  a n  a t t o r n e y  w i t h  t h e  

F e d e r a l  T r a d e  C o m m i s s i o n  w h o  o v e r ­

s e e s  t im e - s h a r e  c o m p l a i n t s .  A t  t h e  

m o m e n t ,  t h e  f a s t - g r o w in g  i n d u s t r y  

s h o w s  s e v e r a l  s ig n s  o f  o v e r e x p a n s i o n  

a n d  p o t e n t i a l  t r o u b le  a h e a d .  A m o n g  

t l  c  d a n g e r  s ig n a l s :

•  A  r e a d y  a v a i l a b i l i t y  o f  p r o j e c t s  to  

c o n v e r t  a n d  t h e  p r o m i s e  o f  la r g e  

a m o u n t s  o f  u p f r o n t  c a s h  m a k e  t i m e ­

s h a r i n g  a n  e a s y  b u s i n e s s  t o  e n t e r .  

T h i s ,  u n f o r t u n a t e l y ,  s o m e t i m e s  b r in g s  

i n  u n d e r c a p i t a l i z e d ,  i n e x p e r i e n c e d —  

o r  e v e n  d i s r e p u t a b le — o p e r a t o r s .

•  H e a v y  u s e  o t  t i m e  s h a r e  u n i t s  

m e a n s  a  g r o w in g  f i n a n c i a l  b u r d e n  fo r  

o w n e r s  a s  p r o p e r t ie s  a g e ;  t h e  c o s t  o f  

t h i s  e x t r a  w e a r - a n d - t e a r  m a y  n o t  b e  

r e f l e  t e d  i n  m a i n t e n a n c e  f e e s .

•  l i m e - s h a r i n g ' s  h ig h  s e l l i n g  c o s t s  

p r o v id e  f o r  fa t  c o m m i s s i o n s ,  w h i c h  

c a n  b r e e d  d e c e p t iv e  m a r k e t  p r a c t  e s .

•  M o s t  t im e - s h a r e  p u r c h a s e s  a r e  

m a d e  w i t h  a  v i e w  t o  e x c h a n g i n g  w i t h  

o t h e r  o w n e r s ,  o f t e n  i n  d e s i r a b le  l o c a ­

t io n s  s u c h  a s  H a w a i i  o r  E u r o p e .  T h i s  

i s  a  c o m p l i c a t e d ,  u n t r i e d  p r o c e d u r e  

t h . i t  m a y  n o t  w o r k .

A t  t h e  m o m e n t ,  t i m e - s h a r i n g  i s  

l a r g e l y  u n r e g u la t e d .  I t  f a l l s  b e t w e e n  

t h e  c r a c k s  o f  f e d e i  I d i s c l o s u r e  r u l e s  

i n v o l v i n g  la n d  s.* s ,  a n d  o n l y  1?. 

s t a t e s  h a v e  s p e d i . -  l e g i s l a t i o n  t h a t  

a p p l ie s  t o  t h e  i n d u s t r y .  N o t  s u r p r i s ­

i n g l y ,  a h o s t  o f  c o l o r f u l  c h a r a c t e r s  a r e  

i n v o l v e d — i n c l u d i n g  d e v e lo p e r s  l i k e  

t h e  S t a n l e y  I I n t e l ' s  Q u i n c y  a n d  L e o n ­

a r d  R o s e n  o f  t h e  i n f a m o u s  u n d e r w a t e r  

la n d  s a l e s  s c a m  A c e  box, /> 1 I t i) .  A n d  

t h e r e ' s  E n c r d i n c ,  a c o m p a n y  t h a t  

s t a r t e d  o u t  s e l l i n g  v i t a m i n s ,  t h e n  

s w i t c h e d  to  t im e - s h a r in g  la s t  D e c e m ­

b e r , t h r e e  m o n t h s  a f t e r  g o in g  p u b l i c .

F O Itlir .S , S E IT E M U L R  1-1, I ‘ESI

That’s the reaction that’s made 
Puerto Rican Gold Rum one of the 
most popular and fastest growing 
liquors in America today.

Any way you try it. Gold Rum is 
a smooth 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 amaze you. The 
second will convert you.

Forlrou Rumsol PuuMO Rico 
Oopf FQ1 1290 Avenuuof the America), N

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 rum of 
exceptional taste and purity.

No wonder over 85% of 
the rum sold in this country 
comes from Puerto Rico.
p u c r t o  R i c n n  R u m s

Aged for smoothness and taste.
recipes wnle Puerio Rican Rumo 

Y.NY 10102 C lOdOGovurnmunl ol PuuMO RiCO



I t  p l a n s  t o  s e l l  u n i t s  i n  M i a m i  B e a c h ,  

b u t  c o r p o r a t e  o t f i c c s  a r e  s t i l l  in  a  S a n  

D ie g o  d r u g  w a r e h o u s e .

A  s p o n s o r ' s  s t a b i l i t y  i s  p a r t i c u l a r l y  

im p o r t a n t  i n  t im e - s h a r in g  b e c a u s e  

e a c h  u n i t  m a y  h a v e  a s  m a n y  a s  5 0  

d i f f e r e n t  o w n e r s .  T h a t  m e a n s  t h e  d e ­

v e lo p e r  h a d  b e t t e r  n o t  w a l k  a w a y  a f t e r  

a  p r o je c t  i s  s o ld  o u t .  H e ,  o r  s o m e o n e  h e  

h i r e s ,  h a s  to  b e  r e s p o n s ib le  fo r  o n g o in g  

c l e a n i n g  a n d  u p k e e p .  T y p i c a l l y ,  o w n ­

e r s  p a y  a  m a i n t e n a n c e  fe e  e a c h  t i m e  

t h e y  u s e  t h e  u n i t .  S u c h  f e e s  r i s e  e v e r y  

y e a r  a t  m o s t  r e s o r t s ,  i n  s o m e  c a s e s  b y  

a s  m u c h  a s  4 0 % ,  S o  f a r ,  

t h o u g h  c o m p l a i n t s  h a v e  b e e n  

f e w ,  i t  r e m a i n s  t o  b e  s e e n  

w h e t h e r  s u c h  c h a r g e s  w i l l  

s k y r o c k e t  a s  p r o p e r t ie s  a g e .

T h e  a d v e r t i s e m e n t s  o f  

s o m e  r e s o r t s ,  s u c h  a s  t h e  

S a n d  a n d  S u r f ,  a  D a y t o n a  

B e a c h  m o t e l  o w n e d  b y  M a s s  

E n t e r p r i s e s  I n c . ,  c l a i m  t h e r e  

a r e  110 m a i n t e n a n c e  f e e s . 

S a l e s m e n  s a y  t h a t  m a i n t e ­

n a n c e  c o s t s  w i l l  b e  p a id  f r o m  

t h e  in t e r e s t  c o l l e c t e d  o n  a n  

e s c r o w  a c c o u n t .  B u t  c r i t i c s  

r e g a r d  s u c h  a g g r e s s iv e  p r o ­

m o t io n  a s  a n  e x a m p l e  o f  a n ­

o t h e r  lo o m in g  p r o b le m  fo r  

t r ie  i n d u s t r y .

M a r k e t i n g  c o s t s  a t  m a n y  

t im e - s h a r e  r e s o r t s  a r e  5 5 %  o f  

r e v e n u e s ,  w i t h  c o m m i s s i o n s  

t y p i c a l l y  o v e r  1 0 % . W i t h  d e ­

v e lo p e r s '  c a r r y i n g  c h a r g e s  o f ­

t e n  w e l l  a b o v e  t h e  p r im e  

r a t e ,  t h e r e  i s  t r e m e n d o u s  

p r e s s u r e  to  m o v e  m e r c h a n ­

d i s e .  T h i s  m e a n s  a  s a le s m a n  

w a n t s  .111 i m m e d ia t e  c o m -  

m i t m e n i  f r o m  a  b u y e r  o n  h i s  

f i r s t  v i s i t  to  a  p r o p e r t y .  In  

p o p u la r  v a c a t i o n  s p o t s  l i k e  

L a s  V e g a s , F l o r id a  a n d  H a ­

w a i i ,  h ig h - p r e s s u r e  t a c t i c s  

a n d  d u b i o u s  c l a i m s  a r e  b e ­

c o m i n g  n o t o r io u s .

I n  H a w a i i ,  fo r  e x a m p l e ,  

t im e - s h a r in g  h a s  b e c o m e  a 

$ 1 0 0  m i l l i o n - a - y e a r  i n d u s t r y  

o v e r  t h e  la s t  d e c a d e . I i  i s  a l s o  

t h e  le a d in g  s o u r c e  o f  c o m ­

p l a i n t s  a t  t h e  B e t t e r  B u s in e s s  

Bureau.
H a w a i i  p a s s e d  l a w s  e g u l a t i n g t i m e ­

s h a r i n g  la s t  y e a r ,  a n d  s t a t e  o f f i c i a l s  s a y  

( h e i r  s c r u t i n y  i s  a m o n g  t h e  t o u g h e s t  

a n y w h e r e .  S t i l l ,  t h e  s e l l i n g  t a k e s  o n  a 

c a r n i v a l  a t m o s p h e r e :  P a m p h le t e e r s  

d e s c e n d  o n  b e a c h g o e r s  w i t h  p r o m is e s  

o f  f r e e  m e a l s  fo r  s i t t i n g  t h r o u g h  p re -  

.s e n t a t io n s ,  a n d  s o m e  H a w a i i  t o u r i s t  

p a c k a g e s  n o w  a d v e r t i s e  t h a t  t h e y  a r e  

t im e - s h a r e  g i m m i c k s ,

h  i s  F lo r id a ,  h o w e v e r ,  w h e r e  p re s -  

s , r e  to  buy m a y  l ie  t h e  g r e a t e s t .  T h e

S u n s h i n e  S t a t e  i s  t h e  h o m e  o f  o n e  o u t  

o f  e v e r y  f o u r  t im e - s h a r e  r e s o r t s .  M a n y  

o f  t h e m  a r e  f o r m e r  m o t e l s  t h a t  h a v e  

b e e n  c o n v e r t e d  w i t h  m i n i m a l  r e m o d ­

e l in g .  S a l e s m e n  r e a d i l y  a d m i t  m a r k e t ­

in g  c o s t s  a r c  s o  h ig h  t h a t  t h e y  w a n t  t o  

s e l l  a  u n i t  t h e  s a m e  d a y  a  p r o s p e c t  

c o m e s  t o  lo o k .  I t  i s  c o m m o n  f o r  F l o r ­

id a  t im e - s h a r e  s a l e s m e n  to  s t r e s s  t h e  

i n v e s t m e n t  v a l u e  o f  o w n e r s h i p — e v e n  

t h o u g h  t h e r e  i s  a t  p r e s e n t  n o  p r o v e n  

r e s a le  m a r k e t .  A n o t h e r  c o m e - o n  i s  

t h e  p r i v i l e g e  o f  i . - x c h a n g in g  t i m e  i n ,  

s a y ,  M i a m i  B e a c h  o r  F t .  L a u d e r d a le

fo r  a n  e q u i v a l e n t  o r  b e t t e r  w e e k  

s o m e w h e r e  e l s e .

D e s p i t e  t h e  a g g r e s s iv e  p i t c h m a n -  

s h ip ,  m a n y  t i m e - s h a r e  o w n e r s  p r o f e s s  

to  h e  s a t i s f i e d  w i t h  t h e i r  p u r c h a s e .  

T a k e  A !  B l a l o c k ,  .1 p e r s o n n e l  m a n a g e r  

a t  G e n e r a l  M i l l s  w h o  s p e n t  S 16 ,0 ( ) ( )  

fo r  .1 m o n t h  a t  F a i r l i c l d  H a r b o u r  111 
N o r t h  C a r o l i n a .  " I f  y o u  o w n  .1 s e c o n d  

h o m e , "  l i e  s a y s ,  " y o u  f e e l  c o m m i t t e d  

t o  b e in g  t h e r e .  T h i s  w a y ,  w e  c a n  t r a d e  

to  g o  t o  N e w  E n g la n d ,  t h e  V i r g i n  I s ­

l a n d s  a n d  E u r o p e ,  W e ' r e  p l a n n i n g  to

T h e  B l a l o c k s ,  l i k e  m o s t  o t h e r s ,  h a v e

o w n e d  t h e i r  u n i t  to r  l u s t  o n e  y e a r .  T h e y
h a v e n ' t  s e e n  h o w  t h e i r  v a c a t i o n  h o m e  

l o o k s  a f t e r  h u n d r e d s  o f  o t h e r  o w n e r s  

h a v e  t r a m p le d  t h e  c a r p e t  a n d  b a r b e ­

c u e d  o n  t h e  t e r r a c e .  N o r  h a v e  t h e y  a c t u ­

a l l y  t r a d e d  i t  f o r a  s i m i l a r l y  c o z y  s p o t  i n  

M a u i  o r  M o n a c o .  H o w  w e l l  t h a t  w o r k s  

fo r  t h e m  a n d  h u n d r e d s  o f  t h o u s a n d s  o f  

o t h e r  o w n e r s  d e p e n d s  o n  t w o  s m a l l  

c o m p a n i e s ,  I n d ia n a - b a s e d  R e s o r t  C o n ­

d o m i n i u m s  I n t e r n a t i o n a l  ( R C I )  a n d  

M i a m i - b a s e d  I n t e r v a l  I n t e r n a t i o n a l .

R C I ,  w h i c h  h a n d le s  t w o  

t h i r d s  o f  a l l  e x c h a n g e s ,  i s  c r u ­

c i a l  t o  t h e  i n d u s t r y .  W i t h o u t  

t h e  e x c h a n g e  p r i v i l e g e  i t  p r o ­

v i d e s ,  t im e - s h a r e  d e v e lo p e r s  

c o n c e d e  i t  w o u l d  b e  d i f f i c u l t ,  

i f  n o t  im p o s s i b l e ,  t o  s e l l  b u y ­

e r s  o n  v a c a t i o n i n g  i n  t h e  

s a m e  s p o t  f o r  3 0  y e a r s  o r  

m o r o .  " I f  R C I  d e f a u l t s , ' '  s a y s  

o n e  t i m e - s h a r e  d e v e lo p e r ,  

" t h e  i n d u s t r y  w o u l d  h e  i n  s e ­

r i o u s  t r o u b l e . "

T h e  g r o w t h  o f  R C I  h a s  

b e e n  p h e n o m e n a l .  T h e  f a m ­

i l y - o w n e d  o p e r a t i o n  i s  h e a d ­

e d  b y  J o n  D e H a a n ,  a  s e l f - d e ­

s c r ib e d  P h . D .  d r o p - o u t  w h o  

g o t  s t a r t e d  s e l l i n g  c a m p i n g  

p a r k s  c o a s t - t o - c o a s t .  W h e n  

h i s  c a m p i n g  s c h e m e  w a s  

k i l l e d  h y  t l i e  e n e r g y  c r i s i s ,  

D e H a a n  s e t  u p  a  c o n d o m i n ­

iu m  e x c h a n g e  p r o g r a m . H e  

s t a r t e d  R C I  w i t h  I n s  w i f e  s e v ­

e n  y e a r s  a g o , iu s t  a s  t i m e ­

s h a r i n g  c a m e  a lo n g .  S o m e  

5 4 0  r e s o r t s  a r o u n d  t h e  w o r ld  

h a v e  s ig n e d  o n  w i t h  R C I —  

r a n g in g  I r u m  m o t e l s  in  L a s  

V e g a s  to  s u p c r l u x u r i n u s  s k i  

c o n d o m i n i u m s  in  V a i l ,  C o l o .  

T h e  f i r m  h a s  o v e r  1 3 0 ,0 0 0  

i n d i v i d u a l  m e m b e r s  a n d  h a n ­

d l e d ,  2 0 ,0 0 0  e x c h a n g e s  la s t  

y e a r .  D e l  l a a n  c l a i m s  h e  

p l a c e d  9 0 %  , i f  t h e  m e m b e r s  

w h o  w a n t e d  t o  u s e  R C l ' s  s e r ­

v i c e s  l a s t  y e a r .

R C l ' s  r e v .  i n i e s  c o m e  f r o m  

i n d i v i d u a l s ,  w h o  p a y  a  $ 3 9  

m e m b e r s h i p  f e e  a n d  2  IB  p e r  

e x c h a n g e .  R e s o r t s  a l s o  a n t e  e p  $ 4 ,9 0 0  

t o  h e  p u t  i n t o  t h e  s y s t e m .  S a y s  D e ­

H a a n ,  " B y  1 9 9 0 , w e  s h o u l d  h e  a  $ 1 U 0  

m i l l i o n  c o m p a n y .  W e  a r e  g e a r in g  u p  

t o  h a n d le  a  m i l l i o n  m e m b e r s  a  y e a r . "

B u t  t h e r e  a r c  o b v i o u s  p r o b l e m s .  E v ­

e r y o n e  w a n t s  t o  g o  t o  l a v i s h  f u n - i i i -  

t h e - s u n  s p o t s  l i k e  H a w a i i  o r  s k i  re -  

s o i t s  l i k e  V a i l .  F e w e r  f o l k s  w a n t  A r ­

k a n s a s  o r  t h e  Poeo no s. C o n f l i c t s  a r e  

r e s o l v e d  h y  g i v i n g  e x c h a n g e  p r i o r i t y  

t o  m e m b e r s  w i t h  d e s i r a b l e  u n i t s .

D e l  la a n  a l s o  c l a i m s  t o  r c i c c t  3 0 %  to

do all this by exchanging."

Kdl's /an Del/w in (ind m/e Chris
C a n  t h e y  h a n d le  1 m illio n  m em b ers?

1 u,
FOKHES. SLITEMI'LK U. IVKI



3 5 %  o f  i h e  r e s o r t s  t h a t  a p p l y  f o r  m e m ­

b e r s h i p .  H e  w i l l  n o t ,  f o r  e x a m p l e ,  a c ­

c e p t  r e s o r t s  c o n s i s t i n g  o n l y  o f  s m a l l  

e f f i c i e n c y  a p a r t m e n t s .  A f t e r  a l l ,  w h o  

w a n t s  t o  v a c a t i o n ,  e v e n  a t  t h e  b e a c h ,  

w i t h  t h e  w h o l e  f a m i l y  i n  o n e  r o o m ?  

I n t e r v a l  I n t e r n a t i o n a l ,  R C l ' s  s m a l l e r  

r i v a l ,  i s  m o v in g  t o  s u s p e n d  t h e  e x ­

c h a n g e  p r i v i l e g e s  o f  A m e r i c a n  I n t e r ­

n a t i o n a l  V a c a t i o n s ,  a  c o m p a n y  w i t h  

1 2  r e s o r t s  i n  s i x  s t a t e s ,  f o r  m i s r e p r e ­

s e n t a t io n  a n d  f a i l u r e  t o  m a i n t a i n  i t s  

p r o p e r t i e s .  S t i l l ,  t h e  G r a n d  F l a m i n g o ,  a  

L a s  V e g a s  p r o p e r t y  o p e r a t e d  b y  L e o n ­

a r d  R o s e n ,  i s  n o w  o n  R C l ' s  r o s t e r .

M a n y  o u t s i d e r s  s e e  p o t e n t i a l  d i s s a t ­

i s f a c t i o n  w i t h  t h e  e x c h a n g e  s y s t e m  a s  

t h e  m a j o r  i m m e d i a t e  c h a l l e n g e  f a c in g

t im e - s h a r in g .  S a l e s m e n  p i t c h  t h e  

p r i v i l e g e  a s  w h a t  a m o u n t s  t o  a  f r e e ,  

u n l i m i t e d  a c c e s s  t o  e q u i v a l e n t  f a c i l i ­

t i e s  j u s t  a b o u t  a n y w h e r e .  S o  f a r ,  u s e  o f  

t h e  s w a p p in g  o p t io n  h a s  b e e n  l i m i t e d ,  

w i t h  c u s t o m e r s  s t i l l  e n j o y i n g  t h e i r  

f i r s t  w e e k  o r  t w o  a t  " h o m e "  u n i t s .  

O n c e  t h e  u r g e  t o  v a c a t i o n  e l s e w h e r e  

c o m e s ,  m a n y  o w n e r s  a r e  l i k e l y  t o  b e

H a s  h e  g o t  a  d e a l  f o r  y o u ?

I n  t h e  S i x t i e s ,  h ig h - p r e s s u r e  r e a l  

e s t a t e  m e n  m a n a g e d  t o  s e l l  u n d e r ­

w a t e r  l o t s .  I n  t h e  S e v e n t i e s ,  i t  w a s  

t h e  d e s e r t  l a n d  b o o m . N o w ,  a t  l e a s t  

fo r  o n e  o f  t h e  p l a y e r s ,  t h e  n e w  

g a m e  i s  r e s o r t  t i m e - s h a r i n g .

L e o n a r d  R o s e n ,  6 5 ,  f i r s t  c a u g h t  

t h e  p u b l i c ' s  e y e  t w o  d e c a d e s  a g o  

w i t h  h i s  c r e a t i v e  l a n d  s a l e s  p r a c ­

t i c e s  i n  F l o r i d a .  M a n y  o f  t h e  lo t s  

s o ld  t h r o u g h  h i s  G u l f  A m e r i c a n  

J .a n d  C o r p .  w e r e  l i t e r a l l y  u n d e r  w a ­

t e r .  T h e r e  w a s  a  w a v e  o f  s c a n d a l ,  

b u t  n o  c h a r g e s  w i . ' c  f i l e d  a g a in s t  

R o s e n  p e r s o n a l l y .  I n  1 9 6 9  h e  s o ld  

G u l f  A m e r i c a n  a n d  l e f t  F l o r i d a .

R o s e n  n e x t  p o p p e d  u p  i n  N e v a d a .  

H e  m o v e d  in t o  d e s e r t  r e a l  e s t a t e  i n  

1 9 7 0  t h r o u g h  P r e f e r r e d  E q u i t i e s  

C o r p . ,  a  c o m p a n y  t h a t  o p e n e d  a  

d e v e lo p m e n t  c a l l e d  C a l v a d a ,  6 0  

m i l e s  w e s t  o f  L a s  V e g a s . I ’ E C  s a l e s ­

m e n  w e r e  p u s h in g  $ 8 ,4 0 0  lo t s  w i t h  

t h e  p r o m i s e  t h a t  C a l v a d a  w o u ld  

t u r n  in t o  a n o t h e r  L a s  V e g a s  s t r i p .  

E a g e r  s a l e s m e n  t o ld  p r o s p e c t s  t h a t  

t h e  t o w n ' s  p o p u la t i o n  w o u l d  s o a r  

b y  5 0 ,0 0 0 — a  f ig u r e  R o s e n  w a s  o r ­

d e r e d  b y  t h e  s t a t e  t c  s t o p  g i v i n g  

o u t ,  s i n c e  i t s  o f f i c i a l  p r o j e c t io n  

s h o w e d  a  n e t  a d d i t io n  o f  o n l y

4 ,0 0 0  p e o p le  b y  a 0 2 0 .

M o r e  t h a n  a  d e c a d e  l a t e r ,  C a l ­

v a d a  b o a s t s  o v e r  1 0 0  h o m e s .  R o s e n  

i s  f i g h t i n g  a  s u i 1. f r o m  n u m e r o u s  

b u y e r s  c h a r g in g  t h e y  w e r e  m i s l e d  

a b o u t  l a n d  v a l u e s .  I n  o n e  c a s e ,  a  

g r o u p  o f  W e s t  G e r m a n  i n v e s t o r s  

c h a r g e d  t h a t  t h e y  p a id  g r o s s l y  i n ­

f l a t e d  la n d  p r i c e s  t h a t  b o r e  n o  r e l a ­

t i o n  t o  l a n d  v a l u e s  i n  t h e  a r e a .  S a y s  

o n e  L a s  V e g a s  r e a l  e s t a t e  b r o k e r ,  

" W h e n  s o m e o n e  c a l l ;  t s  a b o u t  s e l l ­

i n g  a  p i e c e  o f  p r o p e r t y  t h e y  b o u g h t  

i n  C a l v a d a ,  w e  l a u g h . "  R o s e n  a n d  

P E C  a r e  s t i l l  i n  t h e  N e v a d a  l e a l  

e s t a t e  b u s i n e s s .

T h i s  t i m e  t h e  b ig  p u s h  i s  t i m e ­

s h a r i n g .  R o s e n ' s  v e h i c l e  i s  V a c a ­

t io n  S p a  R e s o r t s ,  a  d i v i s i o n  o f  S c o t ­

t i s h  I n n s  o f  A m e r i c a ,  w i t h  t h r e e  

p r o p e r t i e s :  t h e  G r a n d  F l a m i n g o  in  

L a s  V e g a s ,  t h e  R e n o  S p a  a n d  W h i t e  

S a n d s  in  H a w a i i .  V a c a t i o n  S p a  

c l a i m s  to  h a v e  9 ,5 0 0  o w n e r s  a t  i t s  

t h r e e  c l u b s ,  i n  w h i c h  t i m e  i s  s o ld

o n  a  r ig h t - t o - u s e  b a s i s .  O w n e r s  g e t  

n o  e q u i t y ,  j u s t  a  2 5 - t o - 3 0 - y e a r  

b l o c k  o f  v a c a t i o n  t i m e .  I n  L a s  V e ­

g a s , t h e y  p a y  $ 4 ,0 0 0  t o  $ 6 ,2 5 0  p e r  

w e e k  a t  e a c h  o f  t h e  r e s o r t s ,  p l u s  

$ 1 4 0  t o  $ 2 0 0  a  w e e k  m a i n t e n a n c e  

f o r  e a c h  v i s i t .  T o  r e a s s u r e  b u y e r s ,  

P E C  h a s  e s t a b l i s h e d  a  3 0 - y e a r  t r u s t  

w i t h  t h e  B a n k  o f  C a l i f o r n i a ,  w h i c h  

h o ld s  t i t l e  a s  t r u s t e e  t o  i t s  r e s o r t  

p r o p e r t ie s .  B a n k C a l  c o l l e c t s  p a y ­

m e n t s  a n d  h a n d le s  e x p e n s e s .  " T h e  

p u r p o s e  o f  t h i s  t r u s t  i s  t o  p r o t e c t  

t h e  b u y e r , "  s a y s  H a l  B i l l i n g s ,  a  

B a n k C a l  t r u s t  o f f i c e r .

O w n e r s  a t  R o s e n 's  L a s  V e g a s  r e ­

s o r t  s e e m  f a i r l y  s a t i s f i e d  s o  f a r .  

" W e  h a v e  n o  c o m p l a i n t s , "  s a y s  

p o s t a l  w o r k e r  W a y n e  C o f f m a n ,  

w h o  w i t h  w i f e  J a c q u e  p a id  $ 3 ,6 0 0  

fo r  a  o n e - w e e k  s h a r e  i n  a  j u n i o r  

o n e - b e d r o o m  a t  t h e  W h i t e  S a n d s .  

T h e n  t h e r e 's  L o t t i e  A r n o l d ,  a  d i ­

v o r c e d  s e c r e t a r y  w h o  p a id  $ 3 ,9 0 0  

fo r  a u n i t  a t  t h e  G r a n d  F l a m i n g o  i n  

L a s  V e g a s ,  " I  e n j o y  i t  s o  m u c h , "  

s h e  s a y s .  “ H o w  c a n  y o u  g o  

w r o n g ? " — E l le n  P a r is

Lottie A rno ld  h i her m m  h i the h n i i id  llin iu n^ o  
“ H o w  c a n  y o u  g o  w r o n g ? ”
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d i s a p p o in t e d .  " T h e  q u e s t i o n  i s ,  h o w  

c a n  t h e y  I R C I ]  p r o p e r l y  k e e p  s u r v e i l ­

l a n c e  o v e r  s o  m a n y  m e m b e r  r e s o r t s ? ' '  

s a y s  F T C  a t t o r n e y  S c h J a i f e r .

B ig g e r ,  b e t t e r - e s t a b l i s h e d  c o m p a ­

n ie s ,  l i k e  F a i r f i e l d  o r  C a p t r a n ,  w i l l  

p e r h a p s  e v e n t u a l l y  d e v e lo p  t h e i r  o w n  

e x c h a n g e  n e t w o r k s .  M e a n w h i l e ,  e v e n  

i n  a n  e r a  o f  d e r e g u l a t i o n ,  t h e r e  i s  t h e  

p o t e n t i a l  f o r  f e d e r a l  i n v o l v e m e n t  

( m o s t  l i k e l y  b y  t h e  F e d e r a l  T r a d e  C o m ­

m i s s i o n )  i f  s t a t e s  a r e n ' t  s u c c e s s f u l  i n  

l i m i t i n g  t h e  m a r k e t i n g  a b u s e s  e n d e m ­

i c  i n  t h e  i n d u s t r y .  " W e  h a v e  t o  b e  v e r y  

c a r e f u l  t h a t  t h e  b a d  d o e s n ' t  d r i v e  o u t  

t h e  g o o d ,"  w a r n s  G e o r g e  D o n o v a n ,  

p r e s id e n t  a n d  c h i e f  o p e r a t i n g  o f f i c e r  o f  

F a i r f i e l d  C o m m u n i t i e s ,  t h e  f o u r t h -

la r g e s t  t i m e - s h a r e  d e v e lo p e r ,  w i t h  a n ­

n u a l  r e v e n u e s  o f  S 1 0 0  m i l l i o n .

H i g h  in t e r e s t  r a t e s  p o s e  a n o t h e r  s e ­

r io u s  lo n g - t e r m  p r o b l e m .  W i t h  t o d a y 's  

c o s t  s t r u c t u r e ,  w h a t  i f  a  d e v e lo p e r  

c a n ' t  s e l l  o u t  a  t i m e - s h a r i n g  p r o je c t ?  

O r ,  w h a t  i f  b u y e r s  f a i l  t o  k e e p  u p  t h e i r  

o w n  p a y m e n t s ?  O w n e r s  w i t h  o n e  

w e e k  a t  a  r e s o r t  t h a t  i s  h a l f  b o a r d e d  

u p  c a n  h a r d l y  e n j o y  t h e i r  h o l i d a y s .  

M o r e  l i k e l y ,  h o w e v e r ,  t h “ y  w i l l  n e v e r  

e v e n  s h o w  u p  a t  a l l .  I n s t e a d ,  t h e y  

c o u ld  f a c e  a  w e l t e r  o f  l i t i g a t i o n  a n d  

t h e  p r o s p e c t  o f  a  v a  ..'*> o n  " i n v e s t ­

m e n t "  t h a t  p r o v id e s  l i  t t l e  m o r e  i n  t h e  

w a y  o f  f u n  t h a n  th e  o p p o r t u n i t y  to  

r e p o r t  a  h e f t y  t a x  l o s s  t o  t h e  I n t e r n a l  

R e v e n u e  S e r v i c e .

M e a n w h i l e ,  h o w  w i l l  t h e  B l a l o c k s  

f a r e  w h e n  t h e y  w a n t  t o  t r a d e  N o r t h  

C a r o l i n a  f o r  t h e  V i r g i n  I s l a n d s ?  A s k  t h e  

W a l t e r  ( a c k s o n s .  T h e y  o w n  a  u n i t  i n  

D a y t o n a  B e a c h ,  w h i c h  t h e y  h a v e  n o t  

y e t  v i s i t e d ,  a n d  w e r e  c o u n t i n g  o n  R C I  

t o  f i x  t h e m  u p  i n  H a w a i i .  A f t e r  w e e k s  o f  

n e g o t i a t in g ,  t h e  J a c k s o n s  w o u n d  u p  a t  

F a i r f i e l d  H a r b o u r ,  2 0  m i l e s  f r o m  t h e  

b e a c h  i n  N o r t h  C a r o l i n a .

I t ' s  n o t  s o  b a d , t h o u g h .  M r s .  J a c k ­

s o n  h a d  a  g o o d  t i m e ,  a n d  t h e  c o u p le  

i s n ' t  l o s i n g  s l e e p  a b o u t  h o w  t h e  e x ­

c h a n g e  w i l l  w o r k  n e x t  y e a r .  " T h e  

w o r s t  t h a t  c o u ld  h a p p e n , "  s h e  s a y s ,  

" i s  t h a t  w e  w o u l d  b e  s t u c k  w i t h  t w o  

w e e k s  i n  D a y t o n a . "

L e t ' s  h o p e  s h e 's  r i g h t .  ■

W h a t  t h e  s a  l e s m a n  w o n ’t tell y o u

i f  y o u  a r e  o n  t h e  b e a c h  a t  M a u i  a n d  

a  t i m e - s h a r e  s a l e s m a n  c o m e s  a lo n g  

o f f e r in g  a  f r e e  c h a m p a g n e  b r u n c h  

j u s t  f o r  l i s t e n i n g  t o  a  s a l e s  p r e s e n ­

t a t i o n ,  t h e  b a i t  c a n  b e  a l l u r i n g .  B e ­

f o r e  b i t i n g ,  t h o u g h ,  h e r e  a r c  s o m e  

t h in g s  y o u  m a y  w a n t  t o  c o n s id e r .

B a c k  a w a y  f r o m  t h e  m a r k e t i n g  

h o o p la  a n d  m a k e  s o m e  s i m p l e  c a l ­

c u l a t i o n s .  O w n i n g  t h e  r i g h t  t o  t w o  

w e e k s  a t  a  t im e - s h a r e  i n  a  c h o i c e  

s p o t  s u c h  a s  H a w a i i  o r  N a n t u c k e t  

c o s t s  r o u g h l y  $ 1 3 ,0 0 0 .  I n  a d d i t i o n ,  

y o u  w i l l  h a v e  t o  p a y  a n  a n n u a l  

m a i n t e n a n c e  c h a r g e .  I t  i s  p e r h a p s  

$ 2 5 0  n o w  a n d  w i l l  s u r e l y  r i s e  w i t h  

i n f l a t i o n .

F o r  c o m p a r i s o n  p u r p o s e s ,  a s ­

s u m e  y o u  b o u g h t  y o u r  u n i t  o u t ­

r ig h t .  I f  y o u  l o c k e d  i/a t o d a y 's  h ig h  

r a t e s  o n  t a x - f r e e  m u n i c i p a l  b o n d s ,  

y o u  c o u l d  b e  e a r n i n g  $ 1 ,3 0 0  p e r  

y e a r  o n  $ 1 3 ,0 0 0 .  A d d  y o u r  t i m e ­

s h a r e  m a i n t e n a n c e  f e e  t o  t h a t  i n ­

c o m e ,  a n d  s p e n d in g  $ 1 0 0  p e r  n ig h t  

f o r  t w o  w e e k s  i n  a  h o t e l  i s  c h e a p e r  

t h a n  o w n i n g  a  t im e - s h a r e .

B y  b u y i n g  t h e  u n i t ,  y o u  a r e  b e t ­

t in g  t h a t  i t s  r e s a le  v a l u e  w i l l  i n ­

c r e a s e  f a s t e r  t h a n  t h e  c o s t  o f  c o m ­

p a r a b le  r o o m  r e n t a l  r a t e s .  T h e y  

w i l l  rise r w i t h  i n f l a t i o n ,  o f  c o u r s e ,  

b u t  p e r h a p s  n o  m o r e  r a p i d l y  t h a n  

y o u r  m a i n t e n a n c e  c o s t s .  T h i s  l e i ­

s u r e - t i m e  " i n v e s t m e n t "  a l s o  c o n ­

s t r a i n s  y o u r  h o l i d a y  f l e x i b i l i t y :  I n  

m a n y  c a s e s  y o u  c a n  u s e  y o u r  s p a c e  

o n l y  d u r i n g  t h e  s p e c i f i c  t w o  w e e k s  

y o u  s e l e c t  n o w .  I t ,  f i v e  y e a r s  h e n c e ,  

y o u  d e v e lo p  a  b e la t e d  p a s s io n  fo r  

s k i i n g ,  t o o  b a d .

A s  fo r  s h o p p in g  t i p s ,  f i n d  o u t  

w h e t h e r  y o u r  u n i t  i s  a n  o w n e r s h i p  

in t e r e s t  ( f e e  s i m p l e )  o r  j u s t  a  b l o c k  

o f  t i m e  a t  a  r e s o r t  ( r ig h t - t o - u s e ) .  

W i t h  o w n e r s h i p ,  y o u  h a v e  a  

c h a n c e  t o  b u i l d  e q u i t y ,  a  v o i c e  in

m a n a g e m e n t  a n d  l i m i t e d  t a x  b e n e ­

f i t s .  R ig h t - t o - u s e ,  w h i l e  n o t  o f f e r ­

in g  e q u i t y ,  g e n e r a l l y  c o s t s  l e s s  a n d  

c a r r i e s  l e s s  m a n a g e m e n t  r e s p o n s i ­

b i l i t y -  a  p l u s  f o r  s o m e  b u y e r s .

T h  r e  i s ,  o f  c o u r s e ,  t h e  p o s s i b i l ­

i t y  o f  • c p i t a I  a p p r e c i a t io n  a t  o w n ­

e r s h ip  r e s o r t s .  O v e r  t h e  p a s t  s i x  

m o n t h s  t h e  a v e r a g e  p r i c e  o f  a  t i m e ­

s h a r e  u n i t  r o s e  f r o m  $ 5 ,2 0 0  t o  

$ 6 ,5 0 0  a  w e e k .  B u t ,  w i t h  r e a l  e s ­

t a t e  v a l u e s  f a l l i n g ,  i t  s e e m s  u n l i k e ­

l y  t h a t  s u c h  i n c r e a s e s  w i l l  c o n t i n ­

u e .  T h e  i n d u s t r y  i s  t o o  n e w  fo r  a  

r e s a le  m a r k e t  t o  h a v e  d e v e lo p e d .  

A l s o ,  i f  y o u r  u n i t  i s  r ig h t - t o - u s e ,  

y o u r  r e s a le  r i g h t s  m a y  b e  l i m i t e d .

T h o u g h  t h e  r e s o r t  y o u  b u y  in t o  

p r o b a b l y  w i l l  b e lo n g  t o  a n  e x ­

c h a n g e  s e r v i c e ,  t h e r e  i s  n o  g u a r a n

The W ith erJa ckso n s in  N o rth  C a ro lin a  
F u n , y e a —b u t h a r d l y  H a w a ii .

t e c  t h a t  y o u r  r i g h t  t o  e x c h a n g e  w i l l  

w o r k  a "  p l a n n e d  o n c e  d e m a n d  

s t a r t s  ’ b u i l d .  Y o u  m a y  h a v e  to  

s e t t l e  f o r  a  t h i r d  o r  f o u r t h  c h o i c e ,  

o r  n o n e  a t  a l l .  Y o u  w i l l  a l m o s t  c c r -  • • 

t a i n l y  n o t  b e  a b le  t o  t r a d e  u p  t o  a  ' ‘ 

b ig g e r  u n i t  o r  a  h ig h e r  s e a s o n .

D o n ' t  fo r g e t  t h a t  m o s t  o w n e r -  ” ; ,  

s h i p  c o n t r a c t s  p r o v id e  f o r  i n - '  

c r e a s e s  i n  m a n a g e m e n t  f e e s .  T h e y  

a l s o  p r o v id e  f o r  a d d i t i o n a l  a s s e s s ­

m e n t s  f o r  m a j o r  e x p e n s e s  s u c h  a s  a  • 

n e w  r o o f .  R ig h t - t o - u s e  r e s o r t s  

c h a r g e  a n  a n n u a l  m a i n t e n a n c e  f e e , 

n o w  a v e r a g in g  l e s s  t h a n  $ 2 0 0 .

T o  p r o t e c t  a g a in s t  s o a r i r .g  o p e r ­

a t i n g  c o s t s ,  i t  i s  e s s e n t i a l  t o  k n o w  

h o w  lo n g - t e r m  m a n a g e m e n t  h a s  

b e e n  p r o v id e d  fo r . C a r l  B u r l i n ­

g a m e ,  p u b l i s h e r  o f  t h e  m a g a z in e  

Resort T im us/x tring  7belay, s e c s  t h i s  -• 

a s  t h e  b e s t  t ip - o f f  t o  t h e  q u a l i t y  o f  a  

t im e - s h a r e  r e s o r t .  A s k  t o  s e e  t h e  

o p e r a t i n g  b u d g e t .  C o s t  p r o j e c t io n s  

s h o u l d  b e  d e t a i l e d  a n d  b a s e d  o n  

a c t u a l  e x p e r i e n c e  w i t h  a  r e a s o n ­

a b le  a d j u s t m e n t  f o r  f u t u r e  i n f l a ­

t i o n .  T h e  b e s t  d e v e lo p e r s  o f t e n  

f o r m  t h e i i  o w n  m a n a g e m e n t  s u b ­

s i d i a r i e s .  A f t e r  a  p r o je c t  i s  s o ld  o u t  

a n d  m a n a g e m e n t  r e s p o n s i b i l i t i e s  

p a s s  t o  t h e  n e w  o w n e r s ,  t h e y  c a n  

t h e n  h i r e  b a c k  t h e  s a m e  f i r m .

F i n a l l y ,  h a v e  a  l a w y e r  r e v i e w  t h e  

c o n t r a c t .  Y o u  s h o u l d  h a v e  p r o t e c ­

t i o n  a g a in s t  d e f a u l t  b y  t h e  b u i ld e r /  

s e l l e r  o n  lo a n s ,  p e r h a p s  t h r o u g h  a  

s o - c a l le d  n o n d i s t u r b a n c e  c l a u s e .  

P r o v i s i o n s  s h o u l d  d e a l  e f f e c t i v e l y ,  

w i t h  c o - o w n e r s  w h o  f a i l  t o  p a y ,  

g i v e  u p  p o s s e s s io n ,  o r  c a r e l e s s l y  

d a m a g e  p r o p e r t y .  T h e r e  s h o u l d  

a ls o  b e  a  w a i v e r  c if  t h e  r i g h t  t o  

p a r t i t i o n  i n  t e n a n t s - i n - c o m m o n  

t im e - s h a r e s .  T h i s  k e e p s  a  s in g l e  

o w n e r  f r o m  s u i n g  t o  f o r c e  t h e  s a l e  

o f  t h e  e n t i r e  b u i l d i n g .— C . E . C .

t
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T h e r e  a r e  s o m e  e n c o u r a g in g  s ig n s  th a t  th e  

IR S  m a y  f in a l ly  b e g in  to  c l e a n  u p  t h e  

i n e q u i t i e s  in  f o r e ig n  ta x  c r e d it s .

11 O n  t h e  
t o p  f e t a m e r "

By Karen Cook

J t  l o o k s  a s  i f  t h e  I R S  i s  f i n a l l y  

g e t t in g  r e a d y  t o  s t r a ig h t e n  o u t  t h e  

m e s s  i n  f o r e ig n  t a x  c r e d i t s .  T l i e  

U . S .  g o v e r n m e n t  h a s  a l w a y s  t r i e d  to  

e a s e  t h e  t a x  b u r d e n s  f e l t  b y  c o m p a ­

n ie s  d o in g  b u s i n e s s  o v e r s e a s .  B u t  

e v e n  a s  t h e  C a r t e r  A d m i n i s t r a t i o n  e n ­

c o u r a g e d  c o m p a n i e s  10  d o  b u s in e s s  

a b r o a d , i t  u n d e r m i n e d  s u c h  p l a n s  i n  

l a t e  1 9 8 0 . M u c k i n g  u p  t h e  a l ­

r e a d y  m e s s y  r u l e s  fo r  g i v i n g  

f o r e ig n  t a x  c r e d i t s  m a d e  i t  a l ­

m o s t  im p o s s i b l e  fo r  c o m p a ­

n ie s  to  p l a n  t h e i r  t a x e s .  E v e n  

n o w ,  t h e  I R S  s e e m s  t h o r o u g h ­

l y  c o n f u s e d  a b o u t  t h e  i s s u e .

G r a n t e d ,  i t ' s  a  t r i c k y  a r e a .

M e r e 's  h o w  f o r e ig n  t a x  c r e d i t s  

w o r k :  L e t ' s  s a y  a  c o m p a n y  

m a k e s  S l  m i l l i o n  a b r o a d . B e ­

c a u s e  t h e  I R S  t a x e s  f o r e ig n  

e a r n in g s  a t  U . S .  c o r p o r a t e  t a x  

r a t e s ,  t h e  f i r m  m i g h t  r e c e i v e  a 

b i l l  f o r  S 4 6 0 .Q 0 G  i n  U . S .  t a x e s — a t  t h e  

4 6 %  r a t e .  N o w  l e t ' s  s u p p o s e  t h e  f o r ­

e ig n  c o u n t r y  h a s  a  t a x  r a t e  o f  5 0 % .  

T h e  c o m p a n y  w o u l d  p a y  5 5 0 0 ,0 0 0  to  

t h e  f o r e ig n  c o u n t r y  a n d  t h e n  4 6 %  o f  

t h e  r e m a i n d e r  to  t h e  U . S .  g o v e r n ­

m e n t .  T h a t  w o u l d  le a v e  p r o f i t s  a t  a  

m e r e  5 2 7 0 ,0 0 0  w i t h  a n  o v e r a l l  t a x  

r a t e  o f  7 .5 % . N o b o d y  w o u l d  d o  b u s i ­

n e s s  in  t h a t  k i n d  o f  t a x  e n v i r o n m e n t .

S o ,  t h e  U . S .  g o v e r n m e n t ,  o f f e r s  f o r ­

e ig n  t a x  c r e d i t s .  I f  t h e  fo r e ig n  i n c o m e  

t a x  p a y m e n t  i s  r u le d  " c r e d i t a b l e "  

a g a in s t  U . S .  t a x e s ,  t h e n  t h e  c o m p a n y  

h a s  to  p a y  o n l y  U . S .  t a x e s  o n  i t s  

f o r e ig n  e a r n i n g s — w h e n  t h e  e f f e c t i v e  

f o r e ig n  t a x  r a t e  i s  l e s s  t h a n  4 6 % .  

B e y o n d  t h a t ,  i t  p a y s  n o t h i n g  t o  t h e  

U . S .  g o v e r n m e n t .

A t  le a s t  t h a t  w a s  i h e  id e a .  B u t  w h e n

s o a r in g  o i l  p r i c e s  a n d  p r o f i t s  i n  t h e  

M i d d l e  E a s t  h i t  i n  t h e  l a t e  1 9 7 0 s ,  i t  

o c c u r r e d  t o  t h e  T r e a s u r y  t h a t  t h e r e  

v .a s  a  m i g h t y  f i n e  l i n e  b e t w e e n  i n ­

c o m e  t a x e s  p a id  to  f o r e ig n  g o v e r n ­

m e n t s  a n d  r o y a l t i e s  p a id  f o r  s u c h  

t h in g s  a s  d r i l l i n g  r ig h t s .

A s  i s  p a r  ( o r  t h e  c o u r s e ,  t h e  I R S  

s o l u t i o n  a m o u n t e d  t o  o v e r k i l l .  F o r  e x ­

a m p le ,  S a u d i  A r a b i a  im p o s e s  a  4 5 %  

i n c o m e  t a x ,  b u t  a n  8 5 %  t a x  t h a t  a p ­

p l i e s  s p e c i f i c a l l y  t o  o i l  c o m p a n i e s .  S o  

t h e  U . S .  g o v e r n m e n t  c o u ld  c l a i m  t h a t  

S a u d i  A r a b i a  h a s  n o  i n c o m e  t a x  f o r  o i l  

c o m p a n ie s  a n d  i s  c o l l e c t i n g  a n  8 5 %  

t a x  t h a t  i s n ' t  a n  in c o m e  t a x  a t  a l l .  N o  

i n c o m e  t a x ,  n o  i n c o m e  t a x  c r e d i t s .

T h a t ' s  j u s t  o n e  e x a m p l e .  C o n s t r u c ­

t io n  c o m p a n ie s  a n d  e v e n  t h e  m o t i o n  

p i c t u r e  i n d u s t r y  r u n  t h e  r i s k  t h a t  t h e y  

m a y  n o t  g e t  c r e d i t s  f o r  t a x e s  l e v i e d  o n  

g r o s s  r e c e ip t s ,  i n t e r e s t  p a y m e n t s  o r  

a n y t h i n g  n o t  e x p l i c i t l y  l a b e le d  a s  a n  

i n c o m e  t a x .  T h i s  c a u s e s  c o n s id e r a b le  

i n s e c u r i t y  o n  t h e  p a r t  o f  m a n y  f i r m s .

" W e ' v e  g o t  w h a t  m ig h t  b e  a  m a jo r  

c o m m e r c i a l  p r o je c t  o n  t h e  I v o r y  

C o a s t  t h a t  c o u ld  b e  w o r t h  s e v e r a l  

h u n d r e d  m i l l i o n , "  s a y s  [ o s e p h  

O 'T o o l e ,  g e n e r a l  t a x  o f f i c e r  l o r  P h i l ­

l i p s  P i  t r o l e u m ,  " a n d  w e ' r e  h o p in g  lo r

Edited By Richard Greene

a  f a v o r a b le  r u l i n g  f r o m  t h e  I R S .  W e 'v e  

b e e n  w a i t i n g  f o r  s i x  m o n t h s . "  A n d  i f  

t h e  I R S  t u r n s  t h e m  d o w n ?  " W e  w o u l d  

b e  s e r i o u s l y  c o n c e r n e d . "

T h e r e  a r e  f a r  w o r s e  c a s e s .  " T h e  

A I C P A  a n d  t h e  A m e r i c a n  B a r  A s s o c i ­

a t i o n  a s k e d  f o r  r u l i n g s  f r o m  t h e  I R S  

o n  t h e  c r c d i t a b i l i t y  o f  t a x e s  f r o m  s i x  

o f  o u r  m a j o r  t r a d in g  p a r t n e r s , "  s a y s  

P a u l  B o d n e r ,  i n t e r n a t i o n a l  t a x  p a r t n e r  

f o r  M a i n  H u r d m a n .  " T h e y  e n d e d  u p  

n o t  r u l i n g  o n  h a l f  o f  t h e m .  T h e y  

s e e m e d  * >o p u z z le d ,  a n d  f i n a l l y  s a id ,  

'W e  j u s t  d o n ’t  k n o w  h o w  t o  g o . '  "  T h e  

m a t t e r  w a s  t h e n  d r o p p e d .

T o  c i r c u m v e n t  t h a t  p r o b l e m ,  B r i t ­

a i n  a n d  C a n a d a  h a v e  m a d e  r e n e w e d  

e f f o r t s  t o  s ig n  t a x  t r e a t i e s  w i t h  t h e  

U . S .  g o v e r n m e n t  t o  e n c o u r a g e  i n v e s t ­

m e n t  t h e r e .  B y  g o in g  o v e r  t h e  I R S '  

h e a d ,  t h e s e  t r e a t i e s  w o u l d  e n s u r e  t h a t  

t h e i r  t a x e s  w i l l  b e  c r e d i t a b l e  n o  m a t ­

t e r  w h a t  t h e  S e r v i c e  s a y s .

S id e s t e p p i n g  t h e  p r o b l e m ,  h o w e v e r ,  

w o r k s  o n l y  s o m e  o f  t h e  t i m e .  F o r  e x ­

a m p l e ,  i t ' s  v e r y  d i f f i c u l t  t o  d e s ig n  t a x  

t r e a t i e s  t h a t  w i l l  b e  e f f e c t i v e  w i t h  t h e  

m o r e  p r i m i t i v e  t a x  s y s t e m s  o f  u n d e r ­

d e v e lo p e d  n a t i o n s  o r  O P E C  c o u n t r i e s .  

" T h e y  d o n ' t  h a v e  a l l  t h e  c o m p l e x  r e g ­

u l a t i o n s  t h a t  w e  d o , "  s a y s  E d w a r d  S a -  

p e r s t e i n ,  a  p a r t n e r  a t  E r n s t  f k  W h in -  

n e y .  " W e  k n o w  w h a t  r e a l i z e d  

n e t  i n c o m e  i s .  B u t  t h e y  m a y  

t h i n k  t h e y ' r e  g e t t in g  a t  n e t  i n ­

c o m e  w h e n  t h e y  a r c  t a x in g  

s o m e t h in g  l i k e  g r o s s  r e ­

c e i p t s . "  S o  r e a c h in g  a g r e e ­

m e n t  o n  s u c h  p o in t s  i s  t o u g h . 

" W e ' r e  t r y i n g  to  im p o s e  o n e  o f  

t h e  m o s t  c o m p l i c a t e d  t a x  s y s ­

t e m s  i n  t h e  w o r ld  o n  e v e r y ­

b o d y  e l s e , "  S a p e r s t e i n  a d d s .

T h e  r e a l  p r o b l e m  w i t h  t h e  

n e w  r e g u l a t i o n s  m a y  l i e  w i t h  

s m a l l  f i r m s  t h a t  c a n ' t  a b s o r b  

t h e  lo s s  o f  a  t a x  c r e d i t  a n d  d o n ' t  h a v e  

a c c e s s  to  t a x  e x p e r t i s e  to  w a r n  t h e m  

o f  t h e  d a n g e r .  " S o m e  s m a l l  a r c h i t e c ­

t u r a l  f i r m  m ig h t  g o  d o w n  t o  L a t i n  

A m e r i c a  a n d  n o t  h a v e  a  g e n e r a l  t a x  

c o u n s e l ,  a n d  m a k e  a n  a g r e e m e n t  to  

b u i l d  a  b u i l d i n g , "  s a y s  S a p e r s t e i n .  

" L a t e r  t h e y  m i g h t  s a y ,  ' H e y ,  w e  

t h o u g h t  w e 'd  g e t  i n c o m e  t a x  c r e d i t , '  

a n d  t h e n  l i n d  o u t ,  'N o ,  w e  d o n ' t . '  "

T h e  r e a l  i r o n y  o f  i h e  N o v e m b e r  

1 9 8 0  r e g u la t io n s  i s  t h a t  t h e  I R S  h a s  

h a r d l y  g o t t e n  a  p e n n y  o f  in c r e a s e d  

r e v e n u e s  f r o m  t h e m .  S a y s  E d w a r d  

N o r t o n ,  a  s p o k e s m a n  fo r  M o b i l ,  " I  

d o n ' t  t h i n k  a n y b o d y  h a s  a c t u a l l y  

p a id  a n y  o f  t h e s e  t a x e s  t o  t h e  U . S .  

g o v e r n m e n t . "

B u t  c h a n g e  i s  i n  t h e  w i n d .  T h e  R e a ­

g a n  t a x  p a c k a g e  c a l l s  fo r  a  p r o p o s a l
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November 5, 1932

Ms. Karen Hill 

Sweetwater

50 South Main, Suite 1100 

Salt Lake City, Utah 84144

Dear Ms. H i l l :

This will acknowledge and thank you for your recent correspondence 

concerning timeshare projects, Sweetwater Kauai Condoshare Project I 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 issuing 

"no action" letters. In the absence of clear l*Jni'-.*ative intent in this 

area, we are taking each program on a case-by-case basis. Our 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. P-jsT

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 is (907) 272-5500.

Sincerely

Lawrence p . Oarroll 

Senior Securities Exaniner

LPC/cwd27Dl3
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? ' •" T r i b u n e  ( S a n  D i e g o ,  k  Ca.'), ^ 2 / 2 2 / 8 2 ,  o g .  D - l .  v 1T i m e s h a r e  s e l l e r  a d m i t s  t o  v i o l a t i o n s

By R icha rd  Spau ld ing ,
Tribune Financial Writer I

Sweetwater, a Salt Like 
City-based company sel 
timeshare condominiums 
Pacific Beach, admits 
hasn't paid its sajespeo;. 
here in several months a 
has committed several v 
lations of state fecurites 
and real vstate law and fed­
eral labor u'w. • .V

Complaints against" fie 
company are being invcsti

two others closing next 
week.

Whitman said each of 
Swe°twater’s 14 sales offic­
es. involving 20 resort prop­
erties in th t U.S. 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
gated by California and US. with Mission West Proper- 
authorities, but no c h a r t s  • ^ es-

ng
in
it
le
id
o-

have been filed. S 
Paul Allen, a former em­

ployee who was with Sweet­
w ater selling tim eshare 
condominiums at Capri-bv- 
the-Sea in Pacific Beach fob 
three months ending in nid j 
November, said the compai 
ny owes him approximately .

Whitman 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

$2,800 in commissions. Allen - those sales. L etters, he 
also alleges the company added, were also sent in 
has sold o u t-o f-s ta t ij  ear*y November to all af- 
timeshare condominium:/ fectod buyers offering them 
that have not been d ea re ik 1 the 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 h a s t f  Generally, buyers in such 
also sold interests in limited*' cases are allowed to keep 
partnerships, (which are! their properties even if the 
classified as securities,' goverm ent takes action 
without clearance from the against the seller.
California Department of ■ Whitman called the esti-
Corporations. t mated eight illegal sales

The company’s president • "isolated instances," which 
in Salt Lake City, Robert he said would happen
Whitman, does not deny the 
allegation;:.

He said com m issions 
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-

no
more." He said the sales 
were made to people who 
had a lread y  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

tions with Mission West to ‘she was solicited not from 
conclude soon, enabling San Diego but directly from
Sweetwater to pay its sales­
people.

A spokesman for Mission 
West Properties said a con­
clusion of negotia tions 
is"very close." An escrow 
on one of the second floor 
units may close today, with

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

his case, actually signing a 
sales contract. He also al­
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 saies 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’s 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

commissions, say the com­
pany encouraged them to 
act as sales agents. * ,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 relaying 
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 
often conveniently be out of ’ 
town when that day arrived, 
they claimed. , .V 

Nelson expressed disap- 
a ,

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 salesm an, 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 
closing instead of going 
through Salt Lake City, like
the others.

• • .
Excluding himself, the 

assistant sales managers 
and Wright, Nelson said the 
company owes a total of 
about $17,000 to employees. 

'He said he is owed more 
than Wright’s $25,000. ..

. - * / . .: J t.'  ̂ t i ^

T i m e s h a r e  g r o w in g  i n  p o p u l a r i t y
v i 1 j c  *,j. ' * '.-• i*■>. ■. ■

By R icha rd Spauld ing
Tribune Financial Write/

Timeshare is a relatively new concept 
in real estate, combining property own­
ership and vacations, that is making 
headway despite a rocky start. 1 •

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 Springs.

Certainly its potential for profits is 
amazing.

For instance, Sweetwater agreed to 
purchase 48 condominium units on the 
first 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

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 $411,000. > -  ■
' But problems, as in any real estate 
deal, do exist. - -• ***$, • .

Robert Whitman, president of Sweet­
water, fcaid the sales agreement with 
Mission counted on esclnting prices with 
each floor. -JJilt, 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 a t 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.

VI 1



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 

wh1r,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 mor e  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 the m  are 1n a quandary as to 

whether they ore operating under real estate law, securities law or no
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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 S ky Law Reporter (CCH), ^71,294 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. C JN N A R *

R e g u l a t i o n  of R e s o r t  T i m e - S h a r i n g

S IN C E  the end of W orld  W a r II  a  rapid grow th  of resort facilities 
has occurred in many areas throughout the world, encouraged by 

the  increasing num ber of m iddk „nd upper class families with the tim e, 
money, and  inclination to  patronize such resorts. A lthough individual 
and corporate investors have financed reso rt construction in some 
heavily-patronized areas, the m ajority  of these developments have been 
financed by the ultim ate user, generally th rough  the purchase of con­
dominiums. O regon’s resort housing inventory, for exam ple, has in­
creased by more than 5,000 units, over 859& of which are condom in­
ium s.1

A m ajo r lim itation 011 second-hom e condom inium sales is the neces­
sity for the  buyers to commit them selves to a  repetitive vacation pa t­
tern . T h is com mitment is reinforced by the substantial financial obliga­
tion incurred in the r trchasc and m aintenance of the unit. T he financial 
obligation, coupled with the repetitive vacation pattern  and the proba­
bility of limited personal use, initially restricted  the potential m arket to 
tw o groups: those whose income and w ealth was such tha t the $40,000 
to $250,000 in’- ’.stment was com paratively insignificant, and those w ho 
speculated on the rapid appreciation of the un it’s value. T o  broaden the 
m arket by reducing the continuing financial obligation, developers 
turned to condom inium securities, offerings which coupled condom in­
ium s w ith organized rental program s.

•Member, Oregon State Ear. Th.B. (1916), University of Chicago; J.D. 
(1950), Willamette University. The author registered four of the first eight con­
dominium 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 011 the Rcgulaticr: 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, 
so that readers may evaluate the.r opinions accordingly. Douglas, L a w  Reviewers 
and Fu ll Disclosure, 40 W ash  L. Rev. 227 (1965).

1 This 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.
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T hen in th e  1960s reso rt developers in E urope identified a  large 
market w hich, while unw illing to purchase a condominium unit, w ould 
buy a repetitive right to  use housing at a  favored resort for a specified 
period of tim e if it was offered a t a  substantial discount.2 U nder the 
pressure of a  declining economy in 1972-74, developers in the U n ited  
States tu rn ed  to this concept to sell tim e-segm ents of occupancy in th e ir 
condom inium inventories. N ow, w ith  the economy improving, tim e­
sharing p rogram s a re  providing ^ new segm ent of resort housing, v i th  
projects being specially designed to  a ttrac t buyers to  tim e segments.

T he original concept has been refined substantiauy in this country’. 
To reduce the  repetitiveness of vacations, developers frequently offer 
exchange program s, often through independently operated exchange 
networks.3 A s offered now, tim e-sharing program s generally provide 
substantially discounted, repetitive vacation lodging combined w ith  the 
ability to exchange such lodging for discounted lodging elsewhere.

T he rap id  grow th  in the num ber and size of such oifcrings has a t ­
tracted the a tten tion  of not only the public,'1 but also federal and sta te  
regulatory agencies. Because these regulators have not been able to 
classify these offerings unequivocably as real estate, securities, o r 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 T*'l of the other Eurotel hotels." Ellsworth, Condominiums A re  
Securities?, 2 R ea l Est. L.J. 694, 694 (1974).

3 While a number of exchange networks have been started, the major one is 
Resort Condominiums International (R C I) 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] R ecrea tio n al Dev. Today (CU D ) 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] R ecreational I)ev. 
Today (C IID ) 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, W ith 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 approximately 70% of the 
industry and included, in addition, the editor's personal knowledge of a dozen 
other major projects.

6 As 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. T his often results in conflicting and irreconcilable requirem ents.8
T he purpose of this A rticle is th reefo ld : first, to  review the p resen t 

confused s ta te  of regulation, tracing its conceptual and legal back ­
ground ; second, to consider the conceptual applicability of the various 
regulatory schem es; and th ird , to suggest a  legislative solution w hich 
will regulate tim e-sharing offerings realistically.

• •' ..- - ■: *•;>/! h y .  ■■■ :  •;.«

■ . ' •>.

ry: •'ej sr'-Tr-.~ :,<

I

F orm s  of T im e - S h a r in g  O f fe r in g s

T im e-sharing offerings have assum ed th ree  different legal form s. 
T he . .s t is th e  vacation license.7 U nder th is program , the buyer ac ­
quires a righ t to  occupy an un d es ig rrtcd  unit at a certain resort d u rin g  
a  specified tim e  each year for a  spec ':d num ber of years. This type  of 
offering gives the developer flexibility but requires it to subordinate 
any m ortgage financing to the rights of the licensees.8

T he second type of offering is the tim e-share ow nership ( T S O ) .  
This method gives the purchaser an  undivided in te rest in th r- fe e , 
coi)[)led~withia1i.cxclusivc right of occupancy duri.i)g.dcsignatc<l-time 
periods.® T h e  units arc  declared to be condom inium s initially, and th e  
T S O  covenants are  superim posed upon the condominium regim e. 
W hile this p rogram  offers the  buyer the incentive of appreciation in th e  
unit's value, it also creates title, security, and o ther problems.10 A n ­
other form of T S O  is in terval ow nership. T h is  mcthoc. of tim e-sharing 
also involves a  fee simple conveyance. I t is ajrcvolviqjp seLQfjcnartcies 
for years divided into weekly or longer periods coupled with a rem ain ­
der in tenancy in common to  all the tim e-share ow ners at the end of th e  
useful life of th e  buildings. T he  gran tee of the tim e period, through th e  
interval w arran ty  deed, receives the  sam e recurring  time period each 
year. The rem ainder is jo ined with the tenancies for years to p reven t 
the application of the Rule A gainst P erpetu ities under local law. T h e

cations at the same place or prearranged group of places. Often, though not always, 
they arc part of the financing program of the resort or the entity offering the plan.

6 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 bankruptcy Chap­

ter proceeding and the Caribbean International Corporation was forced to sus­
pend its offerings, the mortgage lenders agreed to honor the rights of the existing 
licensees.

®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.

10 Particular problems arise in the financing of these interests by the purchaser. 
Title insurance policies, for example, frequently except the interest of the T reas­
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.

"•t-i
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rem ainder in terest fu rther assures th a t the interval method of convey­
ance is not construed as passing a  leasehold in terest.11

T he th ird  variation is the vacation lease, U nder this plan, th e  buyer 
purchases a  righ t to  occupy a specific accom modation for a  specified 
time period over a specified num ber of years. M ortgage subordination 
to  the lessees is also highly desirable. A ll th ree  plans are  used th ro u g h ­
out the U nited  States.

T he use of these program s as a  source of financing for resort facility 
development has altered the natu re  of the developers’ business; they 
have come to  realize tha t they are no longer selling real estate ow ner­
ship or investm ent. Instead  they are  in the vacation business. A s a re ­
sult, some have started  packaging the ir tim e-sharing program s first 
with O T C  and now w ith A B C  air ch arte rs1* to reduce further the costs 
of the vacations they are offering. A s the non-real estate, vacation 
orientation of the m arket is becoming better understood, olTerors are 
concentrating on the vacation license or vacation lease offerings ra ther 
than the fee title  T S O .13

.....
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T h e  R egulatory  R e s io n s e

Since the ir introduction in this country, tim e-sharing program s have 
attracted the attention of various sta te  and federal regulators. B ut these 
regulators faced a m ajor problem in defining what these offerings w e re : 
real estate, securities, o r som ething else. T h is  confusion in definition 
has created a corresponding confusion in regulation.

T o understand the legal background of this dilemma, it is necessary 
to  exam ine the  history of the regulation of resort housing in general 
and resort condom inium s in particular. T h is  digression is required be­
cause regulators have approached tim e-sharing  program s from  their

11T. Davis & M. L anger, Structuring tiie  I nterval, P roject—F rom Con­
ception to Marketing 19-1 (1975).

12 One-Stop Tour Cliarter (O TC) 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 booking of a mini­
mum number of fares for which the tour operator is responsible. Both have been 
used to bring prospective buyers to time-sharing projects. They arc now becom­
ing part of the package of time-sharing programs,

13 Indicative of the growing interest in time-sharing programs among hotel 
executives is the fact that, while only a few attended the Resort Time Sharing 
Conference in 1976, this group made up 20-23% of the attendees in 1977. [1977] 
R ecreational Dev. Today (C IIB ) 264. Recently, Innisfrce Corporation an­
nounced a joint venture with Holiday Inns to offer a vacation license type pro­
gram covering 1,000 rooms at 15 Holiday Inns throughout the country. [1977] 
R ecreational Dev. Today (C IIB ) 267,
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experience in re g u b 'in g  reso rt housing. R egulators have treated  tim e­
sharing  plans as a variant of the sale of resort housing.

R esort housing sales w ere largely unregulated until the mid-1960s, 
a t which tim e tw o independent regulatory m ethods w ere created. T hese 
tw o  approaches have since developed separately.

O ne approach was to regulate the sale of reso rt housing as real es­
tate. A t the state level, the offerings were brought under subdivision 
control laws. T h is occurred in O regon in 1969.14 A t the federal level, 
regulation w as begun w ith the passage of the In te rs ta te  Land Sales 
F u ll D isclosure A ct of 1969.15 T h is act focused prim arily  on the sale of 
recreational lots. T he N ational Association of H om e B uilders was able 
to  obtain provisions which effectively exem pted m ost recreational hous­
ing  offerings from registration  requirem ents.10 T h e  federal act, in ad ­
dition to m ost state legislation, is s tructured  so mechanically and is so 
oriented tow ard  real estate tha t factors necessary for the consum er’s 
analysis of second-home rental housing were covered only cursorily if 
a t all. F o r exam ple, the federal registration  form s require disclosure 
of the distance to the nearest school and shopping area  but not the num ­
ber of tou rists visiting the  area, the seasonality of tourism , o r an inven­
to ry  of com peting reso rt accom m odations.11 F urtherm ore, federal as 
well as some m ajor sta tes ' regulation has been directed a t suppressing 
as m any offerings as possible. T h u s even the most conscientious devel­
opers deliberately have structured  their offerings to avoid regulation 
by the Federal Office of In te rsta te  L and Sales R egistration  (O IL S R )  
and by state agencies regulating out-of-state subdivisions.

In  1965 the Securities and E xchange Commission (S E C ) entered 
the  field.18 I t  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).

16 15 U.S.C. §§ 1701-1720 (1970). The Act gave the Department of Mousing 
and Urban Development jurisdiction over particular condominium sales. See Note, 
S . 275—The Interstate Land Sales F u ll Disclosure A ct, 21 R utgers L. Rev. 714 
(1967).

10 The 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).
1HFor discussions of the securities laws as applied to condominiums, sec Clur- 

man, Condominiums as Securities: A  Current Look, 19 N.Y.L.F. 457 (1974) ; 
Rohan, The Securities L a w  Implications 0/  Condominium Marketing Program s 
W hich Feature a Rental Agency or Rental Pool, 2 Co? .v. L. Rev. 1 (1969); 
Rosenbaum, The Resort Condominium and the Federal Securities La w s—A  Case 
Study in Governmental Inflexibility, 60 Va. L. Rev. 785 (1974); Note, Federal 
Securities Regulation 0/  Condominiums: A  Purchaser's Perspective, 62 Geo. L.J. 
1403 (1974).

Resort Time Shoring 35
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of existing  law. In S E C  v. C .M . Joiner Leasing Corp.10 and S E C  v. 
I V J .  H o w e y  Co."0 the U nited  States Suprem e C ourt defined the term  
‘^investment contract” contained in the definition of a  security in the 
Securities A ct of 1933.21 In  IJoivcy  the C ourt held tha t an  investm ent 
contract is "a  contract, transaction or scheme w hereby a person invests 
his money in a common enterprise and is led to  expect profits solely 
from  the efforts of the prom oter or a  th ira  party  . . . T he  S E C  
construed th is definition so that an offering of a  resort condom inium  
tha t included an organized rental program  was an “ investm ent con­
tra c t” w ithin the m eaning of both the Securities Act of 1933"5 and the 
Securities Exchange A ct of 1934.2<

A fter a  few successful enforcem ent actions,"5 which were settled at 
th e  inquiry letter and negotiation stage, the S E C  relied upon voluntary 
com pliance without a m ote com prehensive definition until 1972.-° In 
M ay of tha t year, Commission C hairm an W illiam  Casey appointed a 
R eal E state Securities A dvisory Comm ittee, headed hy Raym ond R.

lu 320 U.S. 344 (1943).
=»328 U.S. 293 (19-16).
=i Securities Act of 1933, § 2, 15 U.S.C. § 771.(1) (1970).
== 328 U.S. at 298-99,
=o Securities Act of 1933, §2, 15 U.S.C. § 771.(1) (1970).
=< Securities Exchange Act of 193-', §§ 1-10,15 U.S.C. §§ 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. 
Ilale 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).

=5 Other 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. 1 office 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 
rccission offering in connection with its townho'Jse project.

Ronniey & Petty, Resort Condominiums: H istory, Securities Aspects, R egistra­
tion Requirements, reprinted in How to  Register and M arket Condominium 
O fferings 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-Workshop 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 T he  Dickey Comm ittee reported  in October*8 and on January  
4, 1973, the Commission issued Release No. 5347.-° T h is release de­
fined for the first time w hen a condominium is a  security.30 As soon as 
the release had been prom ulgated, the SE C  was deluged w ith requests 
for no-action letters. T he Com m ission’s responses resulted in a  n a r­
row ing of the release’s definition.31

A t the state  level, security regulators followed the lead of the SE C . 
O regon was the first state to impose securities regulations on condo­
m inium securities.32 O ther states soon followed.33 W hen tlie S E C  
prom ulgated Release No. 5347, many states incorporated the release’s 
definition, a t least informally, into the ir 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 o rk ); 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, R eport of tiie R eal E state Advisory Comm., [1973-1973 Transfer 
Binder] F ed. S ec. L. Rfj\  (CC1I) li 79,265 (1972).

28 SEC Securities Act Release No. 53-17, [1972-1973 Transfer Binder] F fj>. 
S ec. L. Rep. (CC II) 1i 79,163 (Jan. 4, 1973).

30The Release indicated that the offering of condominium units in conjunction 
with any 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 rental pool 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 II 82,539-40; see Note, supra note 
18, at 1410-11.

31 See, e.g., SEC No-Action Letter, Brickell Place Condominium (Aug. 25, 
1977); SEC No-Action Letter, Kauhalc Makai, 384 Sec. Reo. & L. Kim. (BN A ) 
C-2 (Dec. 11, 1976); SEC No-Action Letter, Sunriver Properties, Inc., [1973- 
1974 Transfer Binder] Fed. Sec. L. Rep. (CC11) 1! 79,691 (Jan. 10, 1974); SEC 
No-Action Letter, Tahoe Donncr Ski Bowl Condominium, [1973 Transfer Binder] 
Fed. Sec. L. Rep. (CCII) 11 79,440 (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. Comni'n 
Order No. 4587 (June 27. 1967).

33 For example, while California, Michigan, Wisconsin, and New York have 
adopted the SEC position, Washington, Colorado, and other states have not. Gen­
erally, until SEC Release 5317, state positions were informal and unrecorded. A 
lawyer working in the area made appropriate inquiry or simply ignored the prob­
lem.

31 See, e.g., Ch. A d. R ules ch. 815, § 30-056(1) (formally adopted at a later 
date).
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regulations tha t tim e-sharing program s developed.
. Ltnong the no-action letters spaw ned by Release N o. 5347 was a ne 

to  the Innisfree C orporation which held tha t the com pany’s T S O  offer­
ing at B rockw ay S prings on  L ake T ahoe was not a  security.33 O ther 
no-action letters on various tim e-sharing plans followed. T hen  in A pril, 
1?74, the Comm ission changed its  position. I t  neither held tha t tim e- 
sl iring program s w ere securities nor w ithdrew  its previous no-action 
li tters. Instead, the Comm ission said it would not issue further no- 
r ction le tters,30 and it w arned the recipients of previous letters not to 
rely  on them  for fu tu re  projects.37

W hat prom pted this change in the S E C  position rem ains unclear. 
T w o m onths before the change, however, at tlie m eeting of the M id­
west Security  Com m issioners Association (M S C A )38 a lively discus­
sion occurred over a letter from  the O regon C orporation Comm ission­
e r  to tlie s ta te ’s securities bar.30 In  tha t letter and the accom panying 
m em orandum ,4,1 Com inisisoncr Ilca ly  adopted the position that a cime-

35 SEC No-Action Letter, In  re Tlie Innisfree Corp., [1973 Transfer Hinder] 
Fed. Sec. L. Ret. (C C II) H 79,393 (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, 
Federal Security Regulation of Condominium Offerings, 19 N.Y.L.F. 473, 478 
(1974).

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 -l (May 6, 1974).

37 SEC No-Action Letter, In  re The Innisfree Corp., (19/4-1975 Transfer 
Hinder] Ffj>. Sec, L. Rep. (C C II) 11 79,935 (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.

3l) Letter from Frank J. Ilealy, Oregon Corporation Commissioner, to Oregon 
securities bar (Dec. 18, 1973) (copy on file with Oregon Law Review).

40 H i.u k  Sky L. Rep. (C C II) H 40,705. See also commentary of Ronald Shapiro, 
Maryland Securities Commissioner, B lue Sky L. Rep. (C C II) 1! 23,631.
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sharing  lease w as a security  under O regon securities law. In  reaching 
th is conclusion, the com m issioner relied upon the “risk  capita l” theory  
previously advanced by O regon’s courts.41 W hile m any M SC A  states 
em ploy the risk  capital theory, the SE C  has not. W hether the federal 
courts will accept this definition rem ains an open question.42

A t least one senior S E C  staff member a t the M SC A  m eeting felt the 
risk  capital concept was unnecessary because the lease o r license for 
which the purchaser paid in advance was an  “evidence of indebted­
ness"43 which is defined as a security under the Securities A ct of 
1933.44 T he  evidence of indebtedness theory, coupled w ith  serious 
doubts as to the proper function of the S E C  in relation to resort securi­
ties,45 apparently  caused sufficient concern at tlie Commission tha t it 
resulted in the peculiar “ we arc not going to say" position taken in 
A pril. Because exem ption from O IL S R  regulation was available, the

111 See 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' approach 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 reasoning 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, § 2, 15 U.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. 
W ith all its responsibilities, there appears to be a reluctance on the part of the
SEC staff to pursue regulation of resort housing 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 property 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 ?iiU do diiect the prospect to tha rental 
office, often operated by the developer or a subsidiary, 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 tim e-sharing offer­
ings to  the states.10

T he  reaction of the states has been varied. In  California, for exam ­
ple, the D epartm ent of Real E state  has asserted jurisd iction  under the 
sta te 's subdivision law .17 Inform ally, the  C alifornia Com m issioner of 
C orporations has recognized a  vacation lease to be a security but has 
not asserted jurisd iction as yet.18 Sim ilarly, in N evada, real estate ju r ­
isdiction has been asserted over vacation licenses, but a  lower court has 
rejected the s ta te ’s claim to  subdivision law  jurisd iction .10 In a well- 
reasoned declaratory  ruling, the D irector of the M ichigan C orporation 
and Securities B ureau held a  vacation license offering to  be a security  
and issued a cease and desist o rder.50 O klahom a, N evada, A laska, and 
W isconsin have also taken this position on the sam e offering.51 W ash ­
ington 's Securities A dm inistrato r has held tim e-sharing offerings to 
be securities except in T S O  plans which, because they offer a fee in te r­
est, are regulated under the sta te’s subdivision law .5- T exas 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. & P rof. Code §§ 11003, 11003.1, 11004.5 (W est 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 .rsity of Oregon
Law Review). In the 1977 legislative session, New Ha, .. enacted a second
generation condominium statute. N.II. Rev. S ta t.  A nn. § 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 days a year for more than five years and which 
must be registered under the icjpeclive acts. N .II. Rev. S ta t. Ann. § 336-A 
(1977).

50 B lue Sky L. Rep. (C C II) T 71,287. The decision adheres to the test in State 
ex rel. Comm'r of Sec. v. Hawaii Mkt. Center, Inc., 52 Ilaw. 642, 485 P.2d 105 
(1971). The Hawaii Supreme Court molded together the Htnvey test as modi­
fied in respect to "solely" by SEC v. Glenn Turner Enterprises, Inc., 474 I7.2d 
476 (9th Cir. 1973), and in respect to “profits" by Silver Hills Country Club v. 
Sobicski, 55 Cal. 2d 811, 361 P.2d 906, 1.3 Cal. Rptr. 186 (1961), and the risk 
capital theory.

Oklahoma: B lue Sky L. Rep. (C C II) * 39,721; Nevada: B lu e  Sky L. Rep. 
(C C II) li 71,200; Alaska: B lue Sky L. Rep. (C C II) 1 71,294. Wisconsin: Opin­
ion Letter No. P-206 (Feb. 23, 1976).

52 Sec note 48 supra.

. - •• V  »
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rado securities regulators have not determ ined how they will trea t 
tim e-sharing  offerings.53

In  F lorida, the Division of Securities early in 1976 recognized vaca­
tion licenses and leases to he securities.54 In  July, 1976, however, the 
A ttorney G eneral of F lorida, finding an em ergency to exist because of 
the proliferation of these offerings,55 issued stringent em ergency reg u ­
lations under his consum er protection powers. A fter public hearings, 
the F lorida Cabinet issued final regulations.50 T hese regulations con­
tain strong substantive control over offerings in Florida. N ew  Y o rk ’s 
A ttorney  G eneral already had sim ilar pow er under tha t state 's condo­
m inium s statu tes.57

In  H aw aii, which has the highest num ber of tim e-sharing offerings,58 
condom inium regulation historically has been handled by the Real E s ­
tate Commission. C onsequently, its proposed tim e-sharing sta tu te  
g ran ts regulatory pow er to that body.59

T he  em erging state pattern  is thus one dictated by who “ got there  the 
fustcst w ith '.ne m ostcst.” T o  sell a tiinc-sharing resort offering, a de­
veloper m ust register the offering as a  security w ith the corporation or 
securities departm en t in O regon, W ashington, Alaska, Nevada, O kla­
hom a, M ichigan, W isconsin, M innesota, and  Illinois; as real estate 
w ith the real estate departm ent in California, H aw aii, T exas, and 
C olorado; and under the consum er protection laws with the attorney

** ld~
o< Id.
65 The survey by Recreational Development Today, supra 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 
probably do not exceed §15,000,000 a year. Interview with Carl Burlingame, Editor 
and Publisher of Recreational Development Today, in Eugene, Or. (Sept. 30, 
1977).

co 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.

117 N.Y. Gen. Bus. Law § 352-c (McKinney Supp. 1977).
M See note 55 supra.
a'> The first time-sharing legislation in Hawaii was introduced in the 1974 

session. I-I.B. 2197-74. This bill passed both legislative houses but was vetoed by 
Governor Ariyoshi at the urging of hotel interests on June 3, 1974. A committee 
appointed thereafter hy the Real Estate Commissioner and chaired hy Hiroshi 
Sakai of Honolulu drafted legislation placing 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 N ew  Y ork, N ew  Jersey, and Florida. In  some states, such 
as California, dual registration may be required.

A t the federal level a  change may be coming. O n A pril 12, 1976, the 
S E C  issued a no-action letter concerning an offering of club m em ber­
ships.00 T he  offering allowed resale only to  the club, and m em bers ac­
quired  no property  in terest.01 T h is letter, however, did not change 
the previous S E C  position of not issuing such letters on tim e-sharing 
vacation licenses o r sim ilar offerings.02 T h is is a  narrow  distinction, 
but one which some developers’ counsel m ay find sufficient to  avoid 
securities regulation.

E arly  in 1976 the Federal T rade  Commission announced a study of 
tim e-sharing plans.03 D uring  recent years, the  F T C  has aggressively 
asserted its consum er protection authority . In  the land sales area, the 
F T C  has proceeded hy filing actions and obtaining consent judgm ents, 
T hese judgm ents create a  body of substantive regulation which the 
Commission treats as established case law. Violation of these regula­
tions is viewed as an unfair trad e  practice.04 It is probable that the F T C  
will proceed in the sam e m anner to regulate tim e-sharing offerings.05

00 SEC No-AcCor. Letter, St. Croix Ilavcn Club, 424 Sec. Rec. & L. Rep. 
(BN A ) 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).

1)1 In 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 Lcvcnthol, Special Counsel to the SEC Director of the 
Division of Corporation Finance, at the meeting of the MSCA in Seattle (July 
18, 1977).

63 [1975] R ecreational Dev. T oday (C IIIl) 135.
fi* 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 basis 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 M ort­
gage Investors (I'M I) over time shares sold by Caribbean International Corp. at 
Florida and Caribbean rcsorn. The gravamen of the case is that FM I 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 ?3,000,000 fund that 
would help assure licensees their promised occupancies over the 40-60 year terms 
of their licenses. [1977] Recreational Dev. T oday (C IIB ) 251. FMI and its 
lenders have been honoring the licenses already sold, some 7,000 in all.
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T lie present state of regulation of tim e-sharing offerings thus is one 
of confusion and uncertainty. T he lack of a clear federal policy has left 
regulation of these plans to  the states. T h e  states have responded to 
this situation by adopting a num ber of regulatory schemes. T he  lack of 
consistency has resulted in uncertain ty  am ong developers and the ir 
counsel.

I l l
T h e  N e e d  fo r  C o n s u m e r  P r o t e c t io n

T he O regon C orporation Com m issioner has correctly perceived the 
need for consum er protection in tim e-sharing program s, and lie co r­
rectly distinguished right-to-use offerings from T S O  offerings.00 T he 
Comm issioner reasoned that because T S O  condom inium s tvcr c ,s d i r _  
governing reaT~cst at <TI uild uigiTsimi 1 ar to any nourcntal condominium, 
tlie 'benefits of T Sd~ w ere not dependen tupon  the eftp.rts.oLthc-promo-. 
te r  o r a th ird  party . T he H ow ey  definition of a  security, as modified in 
O regotpn7~nicretore did not apply. F urtherm ore, regulation of condo­
minium s sold solely for ow ner use clearly fell w ithin the subdivision 
control law adm inistered hy the Real E state D ivision.00 T herefore, as 
long as rcutal jiicom e-w as not a  significant inducement in a T S O  p u r­
chase, T S O  offerings arc  exem pt from securities regulation in O re­
gon.011

N evertheless, the Com m issioner perceived real problem s in the sale, 
for exam ple, of an offering of tw o weeks’ right-to-use of a  condom in­
ium  in H aw aii for forty years. W hat if the issuer w ent bankrupt, o r 
m erely dissolved and disappeared? W hat if there w ere no maid or 
laundry service? W hat recourse did the right-to-use purchaser have 
in these and sim ilar events? T he Comm issioner corrcc th  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

011 Ix'llcr from Frank J. Hcaly, Corporation Cominisioncr, State of Oregon, 
to l'cter M. Gunnar (Oct. 3, 1977) (copy on file with the Oregon Law Review).

07 It is our conclusion that the H o w ty  test should he modified so that the 
requirements are (1) an investment of money (or money's worth), (2) 
iu a common enterprise, (3) with the expectations of a profit, (4) to he 
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.

P r a t t  v .  K r o s s ,  2 76  O r .  4 8 3 , 4 9 7 , SSS P .2 d  765 , 773  ( 1 9 7 6 ) .

«»OKS 92.305(4) (1975).
08 Letter from Frank J. Hcaly, note 66 supra.



Resort Time Sharing 43

■• **{$}% *. ' 
•.:.?•■!.•>.•:•••.•   ..

... .t. • ■

Tlie present state of regulation of tim e-sharing offerings thus is one 
of confusion and uncertainty . T he  lack of a clear federal policy has left 
regulation of these plans to the states. T he states have responded to  
this situation by adopting a num ber of regulatory schemes. T he lack of 
consistency has resulted in uncertain ty  am ong developers and the ir 
counsel.

I l l
T h e  N e e d  f o r  C o n s u m e r  P r o t e c t io n

T he O regon C orporation Com m issioner has correctly perceived the 
need for consum er protection in tim e-sharing program s, and he cor­
rectly distinguished right-to-use offerings from T S O  offerings.®0 T he  
Commissioner reasoned tha t because T S O  condom iniums \ycrg_£glfz_ 
governing rcaTcstauThoklines sim ilar to any nonrcntal condom inium, 
tfie benefits of T S O  were not dependent noon tlie 'cfforts of them rom o- 
tc r  or a  th ird  party. H ie iToivcy  definition of a  security, as modified in 
O fcgoif,® therefore  did not apply. F urtherm ore, regulation of condo­
m inium s sold solely for ow ner use clearly fell w ithin the subdivision 
control law adm inistered by the Real E state D ivision.0* Therefore, as 
long as rcutaljncom c-w as not a  significant inducement in a T S O  p u r­
chase, 1  SO  offerings arc exem pt from  securities regulation iu O re ­
gon.011

N evertheless, the Com m issioner perceived real problems in the sale, 
for exam ple, of an  offering of two weeks’ right-to-use of a  condom in­
ium  in H aw aii for forty years. W hat if the issuer went bankrupt, o r 
m erely dissolved and  disappeared? W hat if there w ere no maid or 
laundry service? W h a t recourse did the right-to-use purchaser have 
in these and sim ilar events? T he  Com m issioner correctly saw  a  need 
both to enforce full and com plete disclosure and, when necessary, to  
invoke his substantive control to ensure that the offering was fair, ju st, 
and equitable. In most cases legal authority  to regulate was provided

" L e tte r  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. I5y 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.

P ratt v. Kross, 276 Or. 483, 497, 5SS P.2d 765, 773 (1976).
08 ORS 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 ex ist to ­
day in the tim e-sharing field. O ne set of p roper regulations can protect 
the  public effectively.

T lie present confused, duplicative, and often conflicting regulations 
a rc  self-defeating. T hey  result either in legal avoidance of salu tary  
regulations or a  lack of enforcem ent.75 In  addition, the excessive costs 
of complying w ith a m ultitude of regulations arc passed on to the p u r­
chaser. T h u s neither the public nor the industry  is benefited by the 
present situation.

• 4 ,• . . y i .. •„ • •• .
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T h e  S oi.u t io n

In  large m easure the history of resort-housing regulation is a  series 
of attem pts to treat such housing as som ething it really is not by d is­
to rting  existing  concepts and statu tes to  accom modate the need for 
regulation to protect the consum er. T he results of this distortion  of the 
regulatory process has been duplicate and triplicate regulation and  the 
im position of artificial requirem ents which do not contribute to public 
protection. T h is distorted fram ew ork has been further stra ined  in a t­
tem pting to make it cover the new tim e-sharing program s.70

O ne possible solution to  this regulatory dilem m a is to treat tim e-shar­
ing offerings as securities. T h is approach offers a  num ber of potential 
advantages. T he securities law conception of fraud, for exam ple, is far 
broader and offers g reater public protection. It also offers better, b toad- 
c r  civil remedies. A t the state level, the securities regulator has au th o r­
ity to regulate substantively, w hile real esta te  laws generally provide 
only for full disclosure. M ost im portantly, however, a t both th e  state 
and federal levels the regulatory approach em ployed hy securities and 
real estate regulators is clearly different. T he S1£C and most slate secu­
rities adm inistrators view it to lie their responsibility to encourage an 
orderly, honest, and active m arket in securities. O n the o ther hand, the 
Office of In tersta te  Land Sales R egistration under its first adm inis­
tra to r appeared to view its function to be tiiat of an antagonist of the 
industry  it was regulating. W hile 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 Penwcll, of Bozeman, Montana, proposes to present ils draft to the 
Commissioners on Uniform State Laws.

75 See note 45 supra.
7a This area of the law is in evolution, as is much of the real estate securities 

law. Compare SEC Securities Act Release No. 53*47, [1972-1973 Transfer Binder) 
Fed. Sec. L. Rep. (CC II) H 79,163 (Jan. 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 fo r a 
healthy m arket. In  addition, the m a jo r draw back of securities regula­
tion— the requirem ent of b ro k er/d ea le r qualification in the sale of re ­
sort-housing  securities— is gradually  disappearing.77

I t  would be poss:ble to create a  jingle, perhaps hybrid, schem e of 
regulation w ith w hich the reso rt-h o js in g  industry  could live; perhaps 
reg istration  as securities w ith  regulation of sales personnel under the  
real estate laws. The basic problem  w ith  this approach is th a t it ignores 
reality  and s tra .n s the fundam ental concepts of the laws being used to 
protect the pul ic. Each sta tu to ry  scheme carries w ith it a  regulatory 
patte rn  which i ; hard, if not im possible, '  j r  regulators to apply to u n re ­
lated situations A  classic exam ple of ‘ nis tendency for inappropriate 
provisions to be extended beyond their original scope is the  imposition 
of the  m arketing requirem ents of the Securities E xchange A ct of 1934 
and sim ilar state laws to the sale of condom inium  securities registered 
under the Securities A ct of 1933. T h e  1934 A ct’s concepts of suitability 
and portfolio balance78 (supposedly applicable to the stockbroker who 
is assum ed to  I k  the custom er’s investm ent counselor) arc inapplicable 
to a salesperson greeting  a prospect as he en ters the model unit to get 
a  tou r and sales pitch, and the prospect does not expect such advice a t 
this time. Despite the recom m endations of the Dickey Com m ittee and 
the argum ents of industry  representatives, the SE C  has refused to fol­
low the lead of m ore realistic state adm inistra tors and exem pt licensed 
real estate sales personnel from b roker/dealer qualification, bonding, 
reporting, net capital, and Securities Investor Protection C orporation 
(S I P C )  requirem ents.70

Because of this tendency for inappropriate requirem ents 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" TT S.C. § 78b (1970),
7? 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 by statu*e—have exempted licensed real estate 
brokers from broker/dealer registration in the sale of condominiums securities. 
Cau Aimtir. Code tit. 10, §§ 260.204.1(e), .3; Ott. An, R ui.es ch. 815, § 30-005; 
V a. Code 54-730 to 7.M (Michic 1974); W ash. Rev. Code A nn. § 21.20.040 
(1976). The Reai Estate Securities and Syndication Institute (R E S S I), 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 (N A SD ). 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 legislature. 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
m inium  securities as real estate to be regulated only by the real estate 
regulator. T h is trend started  w ith  tlie first second-generation condo­
m inium  sta tu te  enacted in V irg in ia80 and is now appearing in O regon 
legislation.81 If such legislation follows the V irg in ia  sta tu te  and adopts 
the antifraud concepts and rem edies of securities law, the legislature 
will have fashioned the conceptually m ost appropriate regulatory 
scheme for condominium securities.

A  commendable federal approach is found in the Condominium Con­
sum er Protection  A ct of 1975 sponsored by Senator W illiam  P ro x - 
m ire.82 T h e  P roxm ire  bill would have established federal standards for 
state regulation of condom iniums. T he bill included a securities fraud 
definition. If  a  state 's regulatory scheme meets the bill’s standards, fed­
eral control of condom inium offerings would be preem pted by the 
sta te ’s regulations. If the sta te  did not meet the  standards, federal reg­
istration w ith the D epartm ent of H ousing and U rban  D evelopm ent 
w ould be required. T h is bill recognized the essentially local character 
of condom inium  offerings as real estate, while providing for the neces­
sary  disclosure and o ther requirem ents deemed to be in die national 
public interest. T h is trend tow ard realistic condom inium  regulation 
points the way to the proper regulatory scheme for tim e-sharing offer­
ings.

I t is im portant to recognize tha t T S O  program s are conceptually and 
factually d ifferent from o ther types of tim e-sharing plans. T S O  is a 
form  of tenancy in common in a condominium. W hile T S Q -covcnants 
overlaying tiie-condoniiiiium-regiine_fprm alize occupancy, voting, an d 
o ther condom inium  ow nership rights, they do not alter the f u n d a m e n ta l

so Va. Code §§ 55-79.39 to .103 (Michic Supp. 1977).
81 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, just, and equitable. While the bill did 
adopt the securities fraud definitions of Rule 10b—5, 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 ro t 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 bill should he adopted by the next 
Legislature to cure the defects in the legislation as it was finally adopted.

b-S . 2273, 94th Cong., 1st Sess. (1975).
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tenancy—in-com m on. T herefore, T S O  program s should be regulated 
under the same regulatory scheme applicable to  the sale of whole con­
dom inium  units.

T h is  is not the case w ith the right-to-use program s, vacation leases 
and licenses. Ju s t as the tren d  in condom inium  regulation is to base 
the regulation on w hat the buyer conceives he is buying, tha t is, real 
estate, the proper regulation of right-to-use program s should be based 
on w hat the  custom er perceives he is purchasing. I t has become increas­
ingly obvious to observers tha t the custom er sees himself as buying a 
long-term  prepaid vacation.83 A lthough such vacations can be viewed 
as ''evidences oflnBeliVe'dness" o r  as providing the “ risk capital” for the 
construction of vacation housing, custom ers do not see themselves as 
purchasing securities. T hey would not go to a security b roker/dealer to 
make such purchases. A lthough a long-term  prepaid vacation can be 
viewed as a  leasehold in terest in real estate,84 custom ers do not per­
ceive themselves to be purchasing real estate and would not retu rn  to 
the real estate broker who sold them  their houses to make such p u r­
chases. A ttem pts to force tim e-sharing program s into either of these 
patterns docs violence to both the actual situation and the buyer’s per­
ception.

F urtherm ore, it is unlikely that purchasers of right-to-use offerings 
would com pare such purchases with investm ents in A T& T  or U.S. 
Steel, that is, consider them to  be part of the ir investm ent portfolio. 
T hey  are  far more likely to  com pare such purchases with purchases of 
cabin cruisers, fur coats, o r foreign sports cars. These purchasers a rc  
likely to have rejected the purchase of second-home real estate in favor 
of prepaid vacations because tim e-sharing plans will entail none of the 
responsibilities of real estate ow nership. If prospective purchasers seek 
the advice of any of their advisors, they arc m ore likely to tu rn  to their 
travel agents.

If tim e-sharing program s are  not securities or real estate, but need to 
lie regulated to protect the  consum er, then the one regulatory scheme 
which is appropriate already exists under state consum er p ro ­
tection laws and the regulations of the Federal T rade  Commission. T he 
only satisfactory alternative is the creation of an entirely new bureau­
cratic  scheme. N either the dim ensions of the problem  nor the public 
need justify  a new bureaucracy.

Federal and state consum er protection procedures are particularly  
suited to regulation of the wide variety of program s which are  found in 
right-to-use types of tim e sharing. W hether o r not further statu tory  
au thority  is necessary depends upon the particular statu te involved.

h:‘ [1977| Rkckkationai. L)t:v. T oday (CIID ) 250.
84 These rights 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. A fter appropriate public hearings, the regulator should adopt 
regulations defining unfair practices. T hese regulations should outline 
required disclosures to  be made before sale. E ither by statu te or regula­
tion, the offeror should be prohibited from failing to state m aterial facts 
o r  failing to state facts which under the circum stances tend to make the 
facts stated misleading—the standard  securities fraud definition con­
tained in Rule 10L>—5.H3 T he regulations should also contain substantive 
requirem ents on m ortgage subordination or, in the alternative, fund 
escrowing.86 W hile the regulator should be given the power to seek 
in junctive relief, the principal deterren ts should be civil rem edies such 
as double o r treble dam ages, contract cancellation, and attorney fees. 
A lthough a notice of offering might be required, no com plex registra­
tion process, with its attendant increase in governm ent costs, should be 
included. Rather, the burden of establishing compliance should- be 
placed on the developer— caveat vendor. F inally, the aider, abettor, and 
underw riter liability concepts 1)1 securities law should apply to  legal, 
accounting, and sales personnel involved in the offering. Such a regula­
tory fram ew ork would olfer full protection to the purchasers of tim e­
sharings offerings.87

T his 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 o r real estate laws. T he sales personnel 
would not have to be securities b rokers/dealers when neither the seller 
nor the buyer perceives that he is dealing in securities; no r 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. N one of the 
restrain ts properly imposed on the sale of securities and real estate 
would be im|)oscd artificially 011 the sale of long-term  prepaid vacations. 
Instead, in addition to the developer’s sales personnel, travel agents 
who arc trained and qualified to com pare vacation opportunities could 
engage in m arketing these prepaid vacations.

■ v ' ' a ;-:;- .• ; ... •'

C o n c l u sio n

O ver the past decade, securities and real estate laws have been d is­

88 17 C.F.R. § 240.101*—5 (1977).
8n 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.

81 With the exception of double or treble damages (punitive damages are pro­
vided), aider ami abettor provisions, and ]>ossibly 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).

.-r.  ««
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torted to accommodate the protection of buyers of various types of re ­
sort housing. M ore recently, these sam e law s have again been strained 
to provide such protection to the purchasers of tim e-sharing olTcrings. 
R egulators providing this protection are now having second thoughts 
as to the validity and prio rity  of this protection in light of the basic 
functions for which their agencies w ere creatcd.s8 A fter ten years, leg­
islatures and regulators are  retu rn ir g to the basics. T hey are recogniz­
ing that condominiums, w hether heretofore treated  as securities o r not, 
should be regulated as the buyers perceive th e m : as real estate. A s part 
of this process, the broader antifraud and civil rem edies of securities 
law, which originally justified securities regulation of resort housing, 
arc being brought into real estate regulation.

A  sim ilar re tu rn  to basic theory and public perception should be the 
foundation of tim e-sharing regulation. W here the buyer acquires a  real 
estate interest in a condom inium, as in T S O  program s, regulation 
should be part of the general condom inium regulation process. O n the 
o ther hand, tim e-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
sum er protection laws as w hat they a r e : luxuries iu the form of prepaid 
vacations.

ncte 45 sufira.
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Real Estate: Alpert Corporation

Attorney General Duane Woodard reports 
that a major legal victory was made possible 
by a recent decision of the s la te 's  Court of 
Appeals. The decision held that the Colorado 
Consumer Protection Act applies to trans­
actions involving the advertism ent and s, e 
of real property. The opinion reversed an 
Arapahoe District Court ruling of November 
2, 1981, that dismissed the s ta te '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 tha t 
the Consumer Protection Act does not apply 
to real e sta te  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 specific language of the Consumer
Protection Act rend together with its broad 
protective  purpose indicates nn intent by the 
legislature to include real esta te  transactions 
under the Act. Writing the opinion for the 
Court of Appeals, Judge Kirshbaum stated:

. . .  We conclude that the
general assembly has d e te r­
mined tha t false or misleading 
s ta tem en ts  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

C6nsumer Protection Report

timeshare units in Ocean City apartments. 
The indictments against Kenneth F. Puckett*, 
the former president of Seatim e Associates, 
and Warren J . Rowe, Sr., the sec re ta ry -  
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 tha t pur­
ported to transfer t i t le  to  six timeshare 
intervals a t  Seatim e, and Peggy J .  Kelly, a 
former Seatim e employee, is accused of 
filing the bogus deeds in the  office of the 
Clerk of the Worcester County Circuit 
Court.

General Sachs also announced that Worcester 
County C ircuit Court Judge Cathell has 
approved a final plan designed to resolve the 
outstanding claims of some 200 consumers 
who purchased vacation tim eshare intervals 
from Seatim e 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 E sta te  
Commission nnd the Attorney General's 
Consumer Protection nnd Criminal Investiga­
tions Divisions a f te r  information surfaced of 
irregularities in the promotion and sale of 
timeshare intervals in the Seatim e 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 con tac t Assistant 
A ttorney General Gary Jordan at (301) 576- 
6389.

Telephone Solicitations: Casino Enterprises

General La Follette  announced tha t his 
Office of Consumer Protection has 
completed the third of seven lawsuits s ta r ted  
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 restitu tion to 
Wisconsin consumers who filed complaints 
with the office.

April 19a*
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‘ For further information con tac t Senior 
Assistant Attorney General Herschel Elkins 
a t (213) 736-2097.

P y r a m i d  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 th ree-year legal ba ttle  tha t  
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 tha t the scheme was legal when 
in fac t  it constituted an illegal lottery. 
Residents complained to the Consumer 
Protection Division in 1979 th a t  Woolbright 
and his partner Thomas Walsh induced them 
to participate by saying tha t 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 s ta te ,  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, ra ther than using the mails.

For further information contac t Mr. Sezer at 
(217)782-9020.

Telephone Solicitations; Business Supplies

General La Folle tte  announced the filing cr 
three lawsuits as the first part of a compre­
hensive program to combat frauds against 
Wisconsin businesses. General u u f o l i c t t e  
explained tha t there has been a dramatic 
increase in the number of Wisconsin 
businesses victimized by fraudulent out-of- 
s ta te  operations. "These so-called 'WATS-

line Hustlers' prey on legitim ate  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 A ttorney 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 
A ttorney General David Gilles a t (608) 266- 
1792.

i Timesharing: S e a t i m e  Associates, Inc.
I

As a result of a suit filed against Seafirne 
A ssoc ia tes , Inc., Maryland Attorney General 
Stephen Sachs' Consumer Protection Division 
and the S ta te  Real E sta te  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, Seatim e 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 ti t le  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 ti t le  for 
their i n t e r v a l s t h e  lire*:



Consumer Protection Report O c t o b e r  1982

The suit s ta tes  tha t 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, a t 
prices ranging from $2000 to  $8000 per 
interval, depending on the period of the 
year. Now tha t 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 a f te r  other purchasers 
were sold the same periods.

For further information con tac t Assistant 
Attorneys General Francis X. Puge or Martin 
Kandel a t  (301) 659-6220.

L E G I S L A T I O N

California

General Deukmejian announced that his 
s tate '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 esta te  
brokers involved in soliciting or servicing 
real es ta te  sales contracts and/or promissory 
notes. It will also provide the S ta te  Real 
E sta te  Commissioner with additional authori­
ty to pro tec t investor assets in the real 
e s ta te  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 tha t 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

defense programs such as judo or karate, to 
include racquet ball courts, tennis and golf 
clubs, platform tennis clubs, gymasiums, and 
organizations teaching m artia l arts . The law 
as amended now requires each facility  to 
obtain a license from the S ta te  Department 
of Consumer Protection even though its main 
office already holds a license.

S T A T E  A C T I V I T I E S  

Massachusetts

General Bellotti recommended a sharp reduc­
tion in the automobile insurance ra tes  th a t  
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 s ta te 's  Insurance Commission.

Research by General Bellotti's office of 
insurance claims handling practices on 
several companies suggests tha t the industry 
as a whole may have overstated its losses in 
this year's ra te  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 tha t were paid due to com­
pany error as justification for the industry's 
ra te  increase request.

A l a b a m a

Alabama Attorney General Charles A. Grad- 
dick issued a warning to businesses in the 
s ta te  concerning misrepresentations made by 
ou t-o f-s ta te  supply companies. "Paper 
piracy" is rampant in the s ta te ,  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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MEMORANDUM v n i c e  o r  t h e  A f f o r n e v  
C o i i s n m  *r !' • : .L-r;: - )

T O
v«ui oiiiTJ ,T* . • *... \

A s s i s t a n t  A t t o r n e y s  G e n e r a l  
f o r  C o n s u m e r  P r o t e c t i o n

FROM R o b e r t  J .  H u g h e s  ; ■ < | \
F e d e r a l - S t a t e  a n d  C o n s u m e r  R e l a t i o n s  
O f f i c e  o f  t h e  G e n e r a l  C o u n s e l

S U B J E C T :  T i m e s h a r i n g  P l a n s

A t t a c h e d  f o r  y o u r  i n f o r m a t i o n  a n d  s u c h  u s e  a s  m a y  b e  
a p p r o p r i a t e  i n  m a t t e r s  i n v o l v i n g  p o s s i b l e  u n f a i r  a n d  d e c e p t i v e  
a c t s  a n d  p r a c t i c e s  i n  c o n n e c b i o n  w i t h  t h e  a d v e r t i s i n g  a n d  s a l e  
o f  t i m e s h a r i n g  p l a n s  a r e  c o p i e s  o f  t h e  §  2 0 5  s y n o p s i s  
c o v e r i n g  v a c a t i o n  c e r t i f i c a t e s  a n d  a  b r o c h u r e  p r e p a r e d  b y  
F T C  s t a f f  o f f e r i n g  a d v i c e  t o  c o n s u m e r s  c o n s i d e r i n g  t h e  
p u r c h a s e  o f  a  t i m e s h a r i n g  p l a n .  T h e  b r o c h u r e  c o n t a i n s  t h e  
s a m e  s u g g e s t i o n s  a s  t h e  F T C  F a c t s h e e t ,  a  c o p y  o f  w h i c h  i s  
a l s o  a t t a c h e d .

I f  y o u  h a v e  a n y  q u e s t i o n s ,  p l e a s e  f e e l  f r e e  t o  c a l l  
A l a n  S c h l a i f e r  o n  ( 2 0 2 )  5 2 3 - 3 8 6 1 ,  t h e  a t t o r n e y  i n  o u r  
B u r e a u  o f  C o n s u m e r  P r o t e c t i o n  m o s t  k n o w l e d g a b l e  a b o u t  s u c h  
m a t t e r s ,  o r  t h i s  o f f i c e  o n  ( 2 0 2 )  5 2 3 - 3 6 3 0 .

A t t a c h m e n t s



S Y N O P S I S  O F  F E D E R A L  T R A D E  C O M M I S S I O N  D E C I S I O N S  
R E L E V A N T  T O  V A C A T I O N  F  E M O T I O N

T h e  F e d e r a l  T r a d e  C o m m i s s i o n  h a s  d e t e r m i n e d  t h a t  t h e  f o l l o w i n g  
a c t s  a n d  p r a c t i c e s  a r e  u n f a i r  o r  d e c e p t i v e  a n d  a r e  u n l a w f u l  u n d e r  
S e c t i o n  5 ( a ) ( 1 )  o f  t h e  F e d e r a l  T r a d e  C o m m i s s i o n  A c t ,  1 5  U . S . C .
§  4 5 ( a ) ( 1 ) .

1 .  I t  i s  u n f a i r  a n d  d e c e p t i v e  t o  u s e  a  f i c t i t i o u s  p r o m o t i o n a l  
p l a n  o r  i l l u s o r y  c o n t e s t  a s  a  d e v i c e  t o  o b t a i n  l e a d s  t o  a  p r o s p e c t i v e  
p u r c h a s e r .  *•

2 .  I t  i s  u n f a i r  a n d  d e c e p t i v e  t o  r e p r e s e n t  t h a t  p r o s p e c t i v e  
c u s t o m e r s  a r e  s p e c i a l l y  s e l e c t e d  r e c i p i e n t s  o f  o f f e r s  f o r  v a c a t i o n s ,  
g o o d s  o r  s e r v i c e s ,  w h e n  s u c h  i s  n o t  t h e  c a s e . 3

3 .  I t  i s  u n f a i r  a n d  d e c e p t i v e  t o  r e p r e s e n t  t h a t  a  p a r t i c u l a r  
p r o d u c t  o r  s e r v i c e  i s  b e i n g  g i v e n "  a w a y  a t  n o  c h a r g e  o r  t h a t
a  b o n a  f i d e  c o n t e s t  i s  b e i n g  c o n d u c t e d  w h e n  s u c h  i s  n o t  t h e  
c a s e . - 3

-  M a r k e t  D e v e l o p m e n t  C o r p o r a t i o n ,  e t  a l . ,  D o c k e t  N u m b e r
9 0 6 7  ( 1 9 8 0 ) ;  H o u s e h o l d  S e w i n g  M a c h i n e  C o m p a n y , 7 5  F . T . C .
2 0 7  ( 1 9 6 9 ) ;  T w e n t i e t h  C e n t u r y  B u s i n e s s  3 u i l d e r s ,  I n c . ,
2 3  F . T . C .  i 3 jlI  ( 1 9 3 9  ) .

2  M a r k e t  D e v e l o p m e n t  C o r p o r a t i o n ,  e t  a l . ,  D o c k e t  H u m b e r  
9 0 6 7  ( 1 9 8 0 ) ;  A r t h u r  M u r r a y  S t u d i o  o f  W a s h i n g t o n ,  I n c . ,  
e t  a l . ,  7 8  F . T . C .  4 0 1  ( 1 9 7 1  ) ,  a f f  ' d ,  4 5 8  F . 2 d  6 2 2  ( 5 t h
C i r .  1 9 7 2 ) ;  A m e r i c a n  M u s i c  G u i l d ,  I n c . ,  6 8  F . T . C .  1 3  ( 1 9 6 5 ) ;  
B a s i c  B o o k s ,  5 6  F . T . C .  6 9  ( 1 9 5 6 ) ,  a  £ f 1 d ,  2 7 6  F . 2 d  7 1 8  ( 7  t h  
C i r .  1 9 6 0 ) ;  K a l w a j t y s  v .  F . T . C . ,  5 2  F . T . C .  7 2 1  ( 1 9 5 6 ) ,  
a f f ' d ,  2 2 7  F . 2 d  6 5 4  ( 7 t h  C i r .  1 9 5 6 ) ,  c e r t ,  d e n i e d ,  3 5 2  
U . S .  1 0 2 5  ( 1 9 5 7 ) ;  F . T . C .  v .  S t a n d a r d  E d u c a t i o n  S o c i e t y ,
1 6  F . T . C .  1  ( 1 9 3 1 ) ,  r e v ' d ,  8 6  F . 2 d  6 9 2  ( 2 d  C i r .  1 9 3 6  ) ,  
r e v ' d ,  a f f ' g  C o m m i s s i o n  o p i n i o n ,  3 0 2  U . S .  1 1 2  ( 1 9 3 7 ) .

3  . M a r k e t  D e v e l o p m e n t  C o r p o r a t i o n ,  e t  a l . ,  D o c k e t  N u m b e r
9 0 6 7  ( 1 9 8 0 ) ;  A r t h u r  M u r r a y  S t u d i o  o f  W a s h i n g t o n ,  I n c . ,  e t  
a l . ,  7 8  F . T . C .  4 0 1  ( 1 9 7 1 ) ,  a f f  4 5 8  F . 2 d  6 2 2  ( 5 t h  C i r .
1 9 7 2 ) ;  K a l w a j t v s  v .  F . T . C . , 5 2  F . T . C .  7 2 1  ( 1 9 5 6 ) ,  a f f ' d ,
2 3 7  F . 2 d  6 5 4  ( 7 t h  C i r .  1 9 5 6 ) ,  c e r t ,  d e n i e d ,  3 5 2  U . S .  1 0 2 5  
( 1 9 5 7  ) ;  M o y e  P h o t o o r  a o ' n e - s ,  5 0  F . T . C .  9 2 6  ( ?  9 5 4  ) ;  C h a m p i o n  
B a t t e r y  C o . ,  3 4  F . T . C .  4 3 3  ( 1 9 4 1 ) ;  F . T . C .  v .  b t a n a a r o  E d u c a t i o n  
S o c i e t y ,  1 6  F . T . C .  1  ( 1 9 3 1 ) ,  r e v ' d ,  8 6  F . 2 d  5 9 2  ( 2 d  C i r .
1 9  3  6  ) ,  r e v ' d ,  a f f ' g  C o m m i s s i o n  o p i n i o n , 3 0 2  U . S .  1 1 2  ( 1 9 3 7 ) .



4 .  I t  i s  u n f a i r  a n d  d e c e p t i v e  t o  f a i l  t o  a f f i r m a t i v e l y  
d i s c l o s e  m a t e r i a l  f a c t s ,  s u c h  a s  t h e  r e q u i r e m e n t  t h a t  a  p a r t i c i p a n t  
a t t e n d  a  l a n d  s a l e s  p r e s e n t a t i o n  o r  p a y  a  s e r v i c e  c h a r g e ,  w h i c h  
w o u l d  a f f e c t  a  c o n s u m e r ' s  d e c i s i o n  t o  m a k e  a  p u r c h a s e  o f  a  v a c a t i o n ,  
g o o d s  o r  s e r v i c e s . 4

5 .  I t  i s  u n f a i r  a n d  d e c e p t i v e  t o  f a l s e l y  r e p r e s e n t  t h a t  
r e f u n d s  a r e  a v a i l a b l e  o r  w i l l  b e  m a d e  w h e r e  t h e r e  i s  a  f a i l u r e  
o r  r e f u s a l  t o  p r o v i d e  r e f u n d s . 5

6 .  I t  i s  u n f a i r  a n d  d e c e p t i v e  t o  f a l s e l y  r e p r e s e n t  t h e  
t r u e  n a t u r e ,  c h a r a c t e r  a n d  a c t i v i t i e s  o f  a  b u s i n e s s  i n  o r d e r  
t o  i n d u c e  t h e  p u r c h a s e  o f  g o o d s  o r  s e r v i c e s . 5

7 .  I t  i s  u n f a i r  a n d  d e c e p t i v e  t o  f a l s e l y  r e p r e s e n t  t h e  
e x i s t e n c e  o f  a  r e l a t i o n s h i p  w i t h ,  o r  c o n n e c t i o n  t o ,  a n y  c o m p a n y ,  
f i r m ,  o r  i n d i v i d u a l ,  i n c l u d i n g  a r r a n g e m e n t s  f o r  c o - s p o n s o r s h i p  
o r  a u t h o r i t y  t o  a c t  a s  a  r e p r e s e n t a t i v e  i n  o r d e r  t o  i n d u c e  t h e  
a c c e o t a n c e  o f  a n  o f f e r  o f  a  v a c a t i o n ,  g o o d s  o r  s e r v i c e s . ^

4 M a r k e t  D e v e l o o m e n t  C o r o o r a t i o n ,  e t  a l . ,  D o c k e t  N u m b e r  9 0 6 7
( 1 9 8 0 ) ;  P f i z e r ,  I n c . ,  8 1  F . T . C .  2 3  ( 1 9 7 2 ) ;  A l l - S t a t e  I n d u s t r i e s

o f  N o r t h  C a r o l i n a ,  I n c . ,  7 5  F . T . C .  4 6 5  ( 1 9 6 9 ) ,  a f f ' d ,  4 2 3
F . 2 d  4 2 3  ( 4 t n  C i r .  1 9 7 0  ) ,  c e r t ,  d e n i e d ,  4 0 0  U . S .  3 2 8  ( 1 9 7 0 ) ;  
T a s h o f  v .  F . T . C . ,  7 4  F . T . C .  1 3 6 1  ( 1 9 6 8 ) ,  a f f ' d ,  4 3 7  F . 2 d  
7 0 7  ( D . C .  C i r .  1 9 7 0 ) .

5  J a v  N o r r i s  C o r o . ,  9 1  F . T . C .  7 5 1  ( 1 9 7 3 ) ,  a f f ' d ,  5 9 8  F . 2 d
1 2 4 4  ( 2 d  C i r .  1 9 7 9  ) ;  C - o o d m a n  v .  F . T . C .  ,  5 2  F . T . C .  9 8 2  ( 1 9 5 6  ) ,
a f f ' d ,  2 4 4  F . 2 d  . 5 3 4  ( 9 t h  C i r .  1 9 5 7 ) ;  N a t i o n a l  O p t i c a l  S t o r e s  
C o . ,  4 6  F . T . C .  6 9 4  ( 1 9 5 0 ) ;  C o o k w a r e  A s s o c i a t e s ,  4 0  F . T . C .
6 5 4  ( 1 9 4 5 ) .

6  P r o d u c t  T e s t i n g  C o . ,  6 4  F . T . C .  8 5 7  ( 1 9 6 4 ) ,  a f f ' d , 3 3 9
F . 2 d  6 0 3  ( 3 r d  C i r .  1 9  6 4 ) ;  N i r e s k  I n d u s t r i e s ,  I n c  ,  5 5  F . T . C .  
1 8 8 9  ( 1 9 5 9  ) ,  a f f ' d , 2 7 8  F . 2 d  3 3 7  ( 7 t h  C i r .  I 9 6 0  ) , '  c e r t .  
d e n i e d ,  3 6 4  U . S .  8 8 3  ( 1 9 6 0 ) ;  F . T . C .  v .  R o y a l  M i l l i n g  C o . ,
1 5  F . T . C .  3 3  ( 1 9 3 1 ) ,  r e v ' d , 5 8  ? . 2 d  5 8 1  ( 6 t h  C i r .  1 9 3 2 ) ,  
r e v ' d ,  a f f ' g  C o m m i s s i o n  o p i n i o n ,  2 8 8  U . S .  2 1 2  ( 1 9 3 3 ) .

7  M a r k e t  D e v e l o p m e n t  C o r o o r a t i o n ,  i t  a l . , D o c k e t  N u m b e r
9 0  6  7  ( 1 9  8 0  ) ;  S t e r l i n g  D r u g , I n c . , 4 7  F . T . C .  2 0 3  ( 1 9 5 0 ) ;
T h e  R i c h m o n d  B r o t h e r s  C o . ,  3 6  F . T . C .  4 8 2  ( 1 9 4 3 ) ;  C h a m p i o n  
B a t t e r y  C o .  ,  3 4  F . T . C .  4 3 3  ( 1 9 4 1  ) .
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8 .  I t  i s  u n f a i r  a n d  d e c e p t i v e  t o  r e p r e s e n t  t h a t  t h e r e  
i s  a n y  l i m i t e d  t i m e  i n  w h i c h  t o  a c c e p t  t h e  t e r m s  o f  a n  o f f e r  
o f  a  v a c a t i o n ,  g o o d s  o r  s e r v i c e s ,  w h e n  s u c h  i s  n o t  t h e  c a s e . 8

9 .  I t  i s  u n f a i r  a n d  d e c e p t i v e  t o  f a l s e l y  r e p r e s e n t  t h e  
a v a i l a b i l i t y  o r  q u a l i t y  o f  p r i z e s  o r  a w a r d s ,  i n c l u d i n g  h o t e l / m o t e l  
l o c a t i o n s  a n d  a c c o m m o d a t i o n s . 8

1 0 .  I t  i s  u n f a i r  a n d  d e c e p t i v e  t o  f a l s e l y  r e p r e s e n t  t h e  
t r u e  c o s t ,  v a l u e  o r  w o r t h  o f  t h e  v a c a t i o n ,  g o o d s  o r  s e r v i c e s ,  
b e i n g  o f f e r e d .

1 1 .  I t  i s  u n f a i r  a n d  d e c e p t i v e  t o  f a i l  t o  a f f i r m a t i v e l y  
d i s c l o s e  t h a t  a n  o f f e r  o f  a  v a c a t i o n ,  g o o d s  o r  s e r v i c e s ,  i s  c o n n e c t  
t o  t h e  s a l e  o r  j ^ o m o t i o n  o f  a n y  o t h e r  g o o d s  . o r  s e r v i c e s ,  w h e n
s u c h  i s  t h e  c a s e .

A p p r o v e d :  D e c e m b e r  1 6 ,  1 9 8 0
R e s o l u t i o n :  A p p r o v e d  D e c e m b e r  1 6 ,  1 9 8 0  i n  F i l e  8 1 2  3 0 4 2 ,

U n n a m e d  V a c a t i o n  A w a r d  P r o m o t e r s

M a r k e t  D e v e l o o m e n t  C o r p o r a t i o n ,  e t  a l . ,  D o c k e t  N u m b e r  
• 9 0 6 7  ( 1 9  S 0 )  ; B a s i c  B o o k s ,  5 5  F . T . C .  6 9  ( 1 9 5 6  ) ,  a f f  ' d ,  2 7 6  
F . 2 d  7 1 8  ( 7 t h  C i r .  1 9 6 0 ) ;  N a t i o n a l  O p t i c a l  S t o r e s  C o . ,
4 6  F . T . C .  6 9 4  ( 1 9 5 0  ) .

M a r k e t  D e v e l o o m e n t  C o r o o r a t i o n ,  e t  a l . ,  D o c k e t  N u m b e r  
9 0 6 7 . ( 1 9 3 0 ) ;  A m e r i c a n  M u s i c  G u i l d ,  I n c .  ,  6 8  F . T . C .  1 3  ( 1 9 6 5 ) .

G r o l i e r ,  I n c . ,  9 1  F . T . C .  3 1 5  ( 1 9 7 3 ) ;  S s t e e  S l e e p  S h o o s ,
I n c . ,  6 5  F . T . C .  2 7 4  ( 1 9 5 4  ) ;  G i a n t  F o o a ,  I n c . ,  6 1  F . T . C .
3 2 6  ( 1 9 6 2 ) ,  a f f ' d , 3 2 2  F . 2 d  9 7 7  ( D . C .  C i r .  1 9 6 3 ) ,  c e r t ,  
d e n i e d , 3 7 5  U . S .  9 6 7  ( 1 9 6 4 ) ;  G e o r g e ' s  R a d i o  a n d  T e l e v i s i o n  
C o . ,  6 0  F . T . C .  1 7 9  ( 1 9 6 2 ) ;  N i r e s k  I n d u s t r i e s ,  I n c . ,  5 5  
F . T . C .  1 3 8 9  ( 1 9 5 9 ) ,  a f f ' d ,  2 7 3  F . 2 d  3 3 7  ( 7 t h  C i r .  1 9 6 0 ) ,  
c e r t ,  d e n i e d ,  3 6 4  U . S .  S S 3  ( 1 9 6 0 ) ;  K a l w a j t v s  v .  F . T . C . ,
5 2  F . T . C .  7 2 1  ( 1 9 5 6 ) ,  a f f ' d , 2 3 7  F . 2 d  6 5 4  ( 7 t n  C i r .  1 9 5 6 ) ,  
c e r t ,  d e n i e d ,  3 5 2  U . S .  1 0 2 5  ( 1 9 5 7 ) ;  T h o m a s  v .  F . T . C . ,  3 0  
F . T . C .  5 1 0  ( 1 9 4 0  ) ,  a f f ' d ,  1 1 6  F . 2 d  3 4 7  ( 1 0 t h  C i r .  1 9 4 0  ) ;  
F . T . C .  v .  S t a n d a r d  E d u c a t i o n  S o c i e t y , 3 0 2  U . S .  1 1 2  ( 1 9 3 7 ) ,  
r e v ' d ,  8 6  F . 2 d  6 9 2  ( 2 d  C i r .  1 9 3 6 ) ;  r e v ' d ,  a f f ' g  C o m m i s s i o n  
o p i n i o n , 1 6  F . T . C .  1  ( 1 9 3 1 ) .

l\a r k a t  D e v e l o o m e n t  C o r o o r a t i o n ,  e t  a l . , D o c k e t  N u m b e r  
9 0 6 7  ( 1 9 3 0 ) ;  P f i z e r ,  I n c . ,  3 1  F . T . C .  2 3  ( 1 9 7 2 ) ;  A l l - S t a t e  
I n d u s t r i e s  o f  N o r t h  C a r o l i n a ,  I n c . ,  7 5  F . T . C .  4 6 5  ( 1 9 6 9 ) ,  
a f f ' d ,  4 2 3  F . 2 d  4 2 3  ( 4 t h  C i r .  1 9 7 0 ) ,  c e r t ,  d e n i e d ,  4 0 0 ’
U . S .  8 2 3  ( 1 9 7 0 ) ;  T a s h o f  v .  F . T . C . ,  7 4  F . T . C .  1 3 6 1  ( 1 9 5 3 ) ,  
a f f ' d ,  4 3 7  F . 2 d  7 0 7  ( D . C .  C i r .  1 9 7 0 ) .

e d

tn '

3



TEN TIMESHARE TIPS

P l a n n i n g  y o u r  n e x t  v a c a t i o n ?  Y o u  m a y  h a v e  c o n s i d e r e d  " v a c a t i o n  
t i m e s h a r i n g , "  t h a  u s e  o f  a  v a c a t i o n  h o m e  f o r  a  l i m i t e d ,  p r e - p l a n n e d  
t i m e .  I t ' s  a n  i n c r e a s i n g l y  p o p u l a r  w a y  t o  t a k e  v a c a t i o n s .  I n  f a c t ,  
t i m e s h a r e  s a l e s  h a v e  n e a r l y  d o u b l e d  e v e r y  y e a r  s i n c e  1 9 7 5 ,  w i t h  s a l e s  
i n  1 9 8 0  e x c e e d i n g  $ 1  b i l l i o n .  B u t  b u y i n g  a  g e t a w a y  t o  p a r a d i s e  c a n  
h a v e  p r o b l e m s .  Y o u  s h o u l d  c a r e f u l l y  c o n s i d e r  t h e  r i s k s  a s  w e l l  a s  t h e  
b e n e f i t s  b e f o r e  s i g n i n g  a  c o n t r a c t  o r  c h e c k .

T h e r e  a r e  t w o  m a i n  k i n d s  o f  t i m e s h a r i n g  p l a n s .  W i t h  t h e  d e e d e d  
t y p e ,  y o u  o w n  a n  i n t e r e s t  i n  a  p i e c e  o f  r e a l  e s t a t e .  I n  t h e  n o n d e e d e d  
p l a n ,  y o u  b u y  a  l e a s e ,  l i c e n s e ,  o r  c l u b  m e m b e r s h i p  w h i c h  l e t s  y o u  u s e  
t h e  p r o p e r t y  f o r  a  s p e c i f i c  a m o u n t  o f  t i m e  e a c h  y e a r  f o r  a  s t a t e d  n u m b e r  
o f  y e a r s .  W i t h  b o t h  t y p e s ,  t h e  c o s t  i s  p r o p o r t i o n a l  t o  t h e  l e n g t h  
o f  t i m e  p e r  y e a r  y o u  w a n t  t o  b u y .

A s  w i t h  a n y  p u r c h a s e  w h i c h  c o s t s  t h o u s a n d s  o f  d o l l a r s ,  b e  s u r e  
y o u  u n d e r s t a n d  w h a t  y o u ' r e  g e t t i n g  BEFORE y o u  s i g n  a n y  p a p e r s  o r  p a y  
f e e s .  We s u g g e s t  y o u  c o n s i d e r  t h e  f o l l o w i n g  p o i n t s  b e f o r e  y o u  p u r c h a s e  
a n y  t y p e  o f  t i m e s h a r e .  T h i s  i n f o r m a t i o n  i s  i n t e n d e d  o n l y  t o  a s s i s t  
y o u r  d e c i s i o n ,  a n d  s h o u l d  b e  u s e d  w i t h  c a r e f u l  a n a l y s i s  a n d  p r o f e s s i o n a l  
a d v i c e  c o n c e r n i n g  a l l  a s p e c t s  o f  a  t i m e s h a r e  p u r c h a s e .

1 .  C o n s i d e r  t h e  v a l u e  o f  " g i f t s "  a n d  " a w a r d s "  o f t e n  u s e d  t o  p r o m o t e
t i m e s h a r e  s a l e s .  M a n y  s a i l e r s  o f f e r  p r i z e s  t o  i n t e r e s t  c o n s u m e r s  i n
l i s t e n i n g  t o  s a l e s  t a l k s .  H o w e v e r ,  y o u  m u s t  s i t  t h r o u g h  t h e  s a l e s  
p r e s e n t a t i o n  i n  o r d e r  t o  r e c e i v e  t h e  g i f t s ,  w h i c h  a r e  u s u a l l y  i n e x p e n s i v e  
i t e m s .  C o m m o n  p r o m o t i o n a l  g i v e a w a y s  i n c l u d e  g e m s  w i t h  l i t t l e  o r  n o  
v a l u e  a s  j e w e l s ,  " s o l i d - g o l d "  i n g o t s  w i t h  m i n i m a l  g o l d  c o n t e n t  a n d  w o r t h  
n o  m o r e  t h a n  a  f e w  d o l l a r s ,  o r  " v a c a t i o n  a w a r d s "  w h i c h  d o n ' t  o o v e r  m a j o r  
c o s t s  s u c h  a s  t r a v e l  a n d  f o o d .

2 .  A m a j o r  r e a s o n  p e o p l e  b u y  t i m e s h a r e s  i s  f o r  t h e  c o n v e n i e n c e
o f  h a v i n g  p r e - a r r a n g e d  v a c a t i o n  f a c i l i t i e s .  H o w e v p r ,  i f  y o u r  v a c a t i o n
p l a n s  a r e  s u b j e c t  t o  l a s t  m i n u t e  c h a n g e s ,  i f  t h e y  v a r y  g r e a t l y  i n  l e n g t h  
a n d  s e a s o n  f r o m  y e a r  t o  y e a r ,  o r  i f  i t  i s  p o s s i b l e  t h a t  y o u ' l l  m o v e
a  l o n g  d i s t a n c e  t o  a  n e w  c i t y ,  y o u  s h o u l d  c o n s i d e r  w h e t h e r  y o u ' l l  r e g u l a r l y  
u s e  a  t i m e s h a r e  f a c i l i t y .



I f  y o u  j o i n  a  c l u b  o r  o t h e r  t i m e s h a r e  p l a n  w i t h  u n i t s  i n  m o r e  
t h a n  o n e  p l a c e ,  f i n d  o u t  a s  m u c h  a s  y o u  c a n  a b o u t  t h e  f a c i l i t i e s  i n  
e a c h  l o c a t i o n  a n d  t h e  f r e q u e n c y  w i t h  w h i c h  y o u  c a n  t r a v e l  t o  e a c h  p l a c e .
I n  o t h e r  w o r d s ,  w i l l  y o u  b e  a b l e  t o  g o  t o  a  b e a c h  r e s o r t  y o u  l i k e  e v e r y
y e a r  o r ,  f o r  e x a m p l e ,  o n l y  o n e  y e a r  i n  f o u r ?

3 .  E v a l u a t e  a n y  i n v e s t m e n t  c l a i m s  m a d e  b y  t h e  s e l l e r .  T h e  f u t u r e  
v a l u e  o f  a  t i m e s h a r e  d e p e n d s  o n  m a n y  f a c t o r s . .  R e s a l e  o f  t h e  t i m e s h a r e  
m a y  b e  d i f f i c u l t .  T h e  s e l l e r ' s  p r i c e s ,  e v e n  i f  t h e y  i n c r e a s e ,  m a y  b e  
h i g h e r  t h a n  y o u  c o u l d  g e t  i f  y o u  r e s e l l .  Y o u  m a y  f a c e  c o m p e t i t i o n  f r o m  
t h e  f i r m  t h a t  s o l d  y o u  t h e  t i m e s h a r e ,  o r  l o c a l  r e a l  e s t a t e  b r o k e r s  m a y  
n o t  w a n t  t o  i n d u c e  t h e  t i m e s h a r e  i n  t h e i r  l i s t i n g s .  C l o s i n g  c o s t s ,  
b r o k e r  c o m m i s s i o n s ,  a n d  a r r a n g i n g  f i n a n c i n g  s h o u l d  a l s o  b e  c o n s i d e r e d .
A n d  e v e n  i f  a  b u i l d i n g  i n c r e a s e s  i n  v a l u e ,  a  o n e - w e e k  d e e d e d  t i m e s h a r e ,
f o r  e x a m p l e ,  w i l l  giv*>'  y o u  a  r e t u r n  o n  o n l y  2% o f  a  s i n g l e  u n i t  i n
a  b u i l d i n g .

4 .  C a l c u l a t e  w h a t  t h e  t o t a l  c o s t  o f  y o u r  t i m e s h a r e  w i l l  b e  b y  
p l a n n i n g  f o r  a d d e d  e x p e n s e s  s u c h  a s  f i n a n c e  c h a r g e s ,  t r a v e l  c o s t s  a n d  
a n n u a l  f e e s .  B e  a w a r e  t h a t  a n n u a l  m a i n t e n a n c e  c o s t s  m a y  w e l l  r i s e  a t  
r a t e s  w h i c h  e q u a l  o r  e x c e e d  t h e  i n f l a t i o n  r a t e .  F i n d  o u t  i f  t h e r e  a r e  
l i m i t s  t o  c o s t  i n c r e a s e s  a t  y o u r  p r o j e c t .  C o m p a r e  e s t i m a t e s  o f  w h a t  
y o u r  t i m e s h a r e  w o u l d  c o s t  o n  a  w e e k l y  b a s i s  w i t h  t h e  r a t e s  o f  s i m i l a r  
a c c  * i n o d a t i o n s  y o u  c o u l d  r e n t  i , \  t h e  s a m e  l o c a t i o n .

5 .  R e v i e w  a l l  d o c u m e n t s  a n d  d o n ' t  a c t  o n  i m p u l s e  o r  u n d e r  p r e s s u r e .  
C o m p a r i s o n  s h o p ,  a n d  h a v e  a n  a t t o r n e y  f a m i l i a r  w i t h  t i m e s h a r i n g  r e v i e w  
a l l  p a p e r s  b e f o r e  y o u  m a k e  a  p u r c h a s e .  F i n d  o u t  i f  t h e  c o n t r a c t ,  p r o v i d e s  
a  " c o o l i n g - o f f "  p e r i o d  d u r i n g  w h i c h  y o u  c a n  c a n c e l  t h e  c o n t r a c t  a n d  g e t
a  r e f u n d .  I f  t h e r e  i s  a  p r o v i s i o n  l i k e  t h i s ,  u s e  t h a t  t i m e  t o  c a r e f u l l y  
i n v e s t i g a t e  a n d  c o n s i d e r  y o u r  d e c i s i o n .  I f  t h e r e  i s  n o  c o o l i n g - o f f  
p e r i o d ,  b e  a b s o l u t e l y  s u r e  y o u  u n d e r s t a n d  a l l  a s p e c t s  o f  t h e  p u r c h a s e  
a n d  r e v i e w  a l l  m a t e r i a l s  b e f o r e  y o u  s i g n .

6 .  M a k e  s u r e  e v e r y t h i n g  p r o m i s e d  o r a l l y  b y  t h e  s a l e s p e r s o n  i s  
i n c l u d e d  i n  t h e  w r i t t e n  c o n t r a c t .  B e  e s p e c i a l l y  c a u t i o u s  i f  v e r b a l  
c l a i m s  c o n t r a d i c t  t h e  c o n t r a c t .

7 .  R e m e m b e r  t h a t  e x c h a n g e  p r o g r a m s ,  w h i c h  o l f e r  t h e  o p p o r t u n i t y  
t o  a r r a n g e  s w a p s  w i t h  o t h e r  r e s o r t s  i n  d i f f e r e n t  l o c a t i o n s ,  u s u a l l y  
c a n ' t  b e  g u a r a n t e e d .  A r e  y o u  b u y i n g  a  t i m e s h a r e  o n l y  o r  m a i n l y  f o r  
t h e  e x c h a n g e  p r i v i l e g e s ?  T h e r e  m a y  b e  s o m e  l i m i t s  o n  t h e  e x c h a n g e  
o p p o r t u n i t i e s .  F o r  e x a m p l e ,  y o u  m a y  n e e d  t o  r e q u e s t  u s e  o f  t h e  f a c i l i t y  
f a r  i n  a d v a n c e .  T r a v e l  c o s t s  m a y  b e  p r o h i b i t i v e ,  o r  y o u  m a y  n o t  b e  
a b l e  t o  " t r a d e  u p "  t o  a  b i g g e r  u n i t  o r  a  m o r e  p o p u l a r  t i m e  o f  y e a r .
O f  c ' u r s e ,  y o u r  u n i t  m u s t  b e  b u i l t  a n d  o p e r a t i n g  p r o p e r l y ,  c r  y o u  m a y  
n o t  si a b l e  t o  e x c h a n g e  a t  a l l .



8 .  Y o u r  r e s o r t  m a y  b e  a  g o o d  p l a c e  t o  v a c a t i o n  o n l y  i f  i t  i s  r u n  p r o p e r l y  
i n  t h e  f u t u r e .  T h e r e f o r e ,  r e s e a r c h  t h e  " t r a c k  r e c o r d "  o f  t h e  s e l l e r ,  d e v e l o p e r ,  
a n d  m a n a g e m e n t  c o m p a n y .  V i s i t  t h e  f a c i l i t i e s  a n d ,  i f  p o s s i b l e ,  t a l k  t o  o t h e r  u s e r s .  
T r y  t o  o b t a i n  i n f o r m a t i o n  f r o m  l o c a l  r e a l  e s t a t e  a g e n t s ,  B e t t e r  B u s i n e s s  B u r e a u s ,  
a n d  c o n s u m e r  p r o t e c t i o n  o f f i c e s .  L e a r n  a b o u t  w h a t  w i l l  b e  d o n e  t o  m a n a g e  a n d  r e p a i r  
t h e  p r o p e r t y ,  r e p l a c e  f u r n i s h i n g s  a s  n e e d e d ,  a n d  g i v e  y o u  p r o m i s e d  s e r v i c e s .  W i l l  
t h e s e  a r r a n g e m e n t s  b e  a d e q u a t e ?  I f  s o ,  f o r  a  l o n g  p e r i o d  o f  t i m e ,  o r  j u s t  f o r  t h e  
n e a r  f u t u r e ?

9 .  I f  y o u ' r e  b u y i n g  a  t i m e s h a r e  i n  a  p r o p e r t y  w h e r e  t h e  f a c i l i t i e s  
h a v e n ' t  b e e n  c o m p l e t e d ,  g e t  a  w r i t t e n  c o m m i t m e n t  f r c m  t h e  s e l l e r  t h a t  t h e y  
w i l l  b e  f i n i s h e d  a s  p r o m i s e d .  O n e  w a y  t o  p r o t e c t  y o u r  f i n a n c i a l  i n t e r e s t  
d u r i n g  t h i s  w a i t i n g  p e r i o d  i s  t o  a s k  t h a t  e n o u g h  o f  y o u r  m o n e y  b e  h e l d  i n  
e s c r o w  t o  e n s u r e  t h a t  t h e  f a c i l i t i e s  w i l l  b e  o o m p l e t e d  a n d  f r e e  o f  c l a i m s  
a g a i n s t  t h e  d e v e l o p e r .

1 0 .  F i n d  o u t  w h a t  y o u r  r i g h t s  a r e  i f  t h e  b u i l d i n g  o r  m a n a g e m e n t  
c o m p a n y  h a s  f i n a n c i a l  p r o b l e m s  o r  i n  s a n e  w a y  d e f a u l t s .  S e e  i f  y o u r  
c o n t r a c t  i n c l u d e s  t w o  c l a u s e s  c o n c e r n i n g  " n o n - d i s t u r b a n c e "  a n d  " n o n ­
p e r f o r m a n c e . "  T h e  n o n - d i s t u r b a n c e  p r o v i s i o n  w i l l  p r o t e c t  y o u  L r c m  
c l a i m s  b y  a  t h i r d  p a r t y  a g a i n s t  t h e  d e v e l o p e r  o r  m a n a g e m e n t  f i r m  w h i c h  
c o u l d  p r e v e n t  y o u  f r o m  u s i n g  y o u r  u n i t .  T h e  n o n - p e r f o r m a n c e  p r o t e c t i o n  
c l a u s e  w i l l  a l l o w  y o u  t o  k e e p  a l l  y o u r  r i g h t s ,  e v e n  i f  a  t h i r d  p a r t y ,  
s u c h  a s  a  b a n k ,  n e e d s  t o  b u y  o u t  y o u r  c o n t r a c t .  S e e  a n  a t t o r n e y  f o r  
m o r e  i n f o r m a t i o n  a b o u t  t h e s e  p r o v i s i o n s .
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M W jh v O i.t'i  i i l l i t i t a
E n c l o s e d  y o u  w i l l  f i n d  t h e  l a t e s t  q u a r t e r l y  " I n v e s t o r  A l e r t "  p r e p a r e d  b y  t h e  
N o r t h  A m e r i c a n  S e c u r i t i e s  A d m i n i s t r a t o r s  A s s o c i a t i o n  (N AS A A)  a n d  t h e  C o u n c i l  o f  
B e t t e r  B u s i n e s s  B u r e a u s  ( C B B B ) . T h i s  A l e r t ,  w h i c h  i s  o f  i n t e r e s t  t o  b o t h  U . S .  a n d  
C a n a d i a n  c i t i z e n s ,  w a r n s  i n v e s t o r s  a b o u t  p r o b l e m s  t h a t  c a n  b e  e n c o u n t e r e d  w h e n  
i n v e s t i n g  i n  t h e  b u r g e o n i n g  v a c a t i o n  t i m e s h a r e  i n d u s t r y .  I t  n o t  o n l y  d e s c r i b e s  
p o s s i b l e  p r o b l e m s  i n v e s t o r s  c a n  e n c o u n t e r  w h e n  b u y i n g  t i m e s h a r e s ,  b u t  a l s o  
e x p l a i n s  h o w  t i m e s h a r i n g  w o r k s  a n d  g i v e s  e i g h t  t i p s  f o r  p o t e n t i a l  i n v e s t o r s .

A s  h a s  b e e n  o u r  p r a c t i c e ,  w e  h a v e  i n c l u d e d  w i t h  c o p i e s  o f  t h e  A l e r t  a  m o d e l  p r e s s  
r e l e a s e  t h a t  y o u  m a y  f e e l  f r e e  t o  u s e  i n  w h o l e  o r  i n  p a r t  t o  h e l p  d i s s e m i n a t e  t h e  
i m p o r t a n t  i n f o r m a t i o n  p r e s e n t e d  b y  t h i s  p r o g r a m .  I t  g e n e r a l l y  f o l l o w s  t h e  
n a t i o n a l  p r e s s  r e l e a s e  i s s u e d  b y  NASAA a n d  C B B B .  S p a c e  i s  p r o v i d e d  f o r  i n s e r t i o n  
o f  n a m e s  o f  a p p r o p r i a t e  s t a t e  o r  l o c a l  s e c u r i t i e s  a d m i n i s t r a t o r s .

T h i s  i s  t h e  f i r s t  a n n i v e r s a r y  i s s u e  o f  I n v e s t o r  A l e r t ,  t h e  j o i n t  N A S A A / C B B 3  
p r o g r a m .  B o t h  o r g a n i z a t i o n s  h a v e  b e e n  e n t h u s i a s t i c  o v e r  i t  a n d  f e e l  n a t i o n a l  
i n t e r e s t  a n d  r e s p o n s e  h a s  g r o w n  a s  t h e  p r o g r a m  h a s  p r o g r e s s e d .  T h e r e  h a s  b e e n  
e x c e l l e n t  c o v e r a g e  o f  t h e  A l e r t s  i n  b o t h  n a t i o n a l  a n d  l o c a l  m e d i a ,  i n c l u d i n g  
n a t i o n a l  m a g a z i n e s  a n d  n e t w o r k  t e l e v i s i o n .

We a g a i n  e n c o u r a g e  a s  w i d e  a s  p o s s i b l e  d i s t r i b u t i o n  o f  t h e  i n f o r m a t i o n  c o n t a i n e d  
i n  t h e  A l e r t .  F e e l  f r e e ,  i f  y o u  w i s h ,  t o  c r e a t e  o r  u s e  y o u r  o w n  l o g o  f o r  l o c a l  o r  
s t a t e  d i s t r i b u t i o n  o r  t o  s i m p l y  r e p r o d u c e  t h e  A l e r t  b e a r i n g  t h e  p r o g r a m  l o g o .

R e g a r d l e s s  o f  t h e  m a n n e r  i n  w h i c h  y o u  c h o o s e  t o  d i s t r i b u t e  t h e  A l e r t ,  w e  
e n c o u r a g e  t h e  i n s e r t i o n  o f  t h e  n a m e s ,  t i t l e s  a n d  a d d r e s s e s  o f  y o u r  BBB o r  
s e c u r i t y  a d m i n i s t r a t o r ' s  o f f i c e  a t  t h e  e n d  o f  t h e  d o c u m e n t  a s  a  m e s s a g e  t o  m e d i a  
t h a t  y o u  a r e  a v a i l a b l e  f o r  q u e s t i o n s  a n d  i n t e r v i e w s  o n  t h e  s u b j e c t .  We a g a i n  u r g e  
a s  w i d e  a s  p o s s i b l e  d i s t r i b u t i o n  o f  t h i s  r e l e a s e  t h r o u g h  y o u r  o w n  l o c a l  m a i l i n g  
l i s t s  o f  n e w s p a p e r s ,  r a d i o  a n i  t e l e v i s i o n  s t a t i o n s  a n d  c o o p e r a t i o n  w i t h  y o u r  
l o c a l  B B B s  o r  s e c u r i t i e s  a d m i n i s t r a t i o n  c o u n t e r p a r t s .

B e s t  r e g a r d s ,

4^— a.

' W I L L I A M  H .  T A N K E R SL E Y ,  P r e s i d e n t  
C o u n c i l  o f  B e t t e r  B u s i n e s s  B u r e a u s

MICH AEL  U NG EP/, P r e s i d / n t  

N o r t h  A m e r i c a n  S e c u r i > f e s  
A d m i n i s t r a t o r s  A s s o c i a t i o n
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D E P A R T M E N T  O F  LA W
OFFICE OF ATTORNEY GENERAL 

CONSUMER PROTECTION SECTION

BILL SHEFFIELD, COVEkNOR

REPLY TO

A p r i l  9 ,  1 9 8 4  ____

I0J1 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

S S  PULLER BLDG 
4m & HARR'S. SUITE 214 
POUCHK
JUNEAU. ALASKA 99811 
PHONE 1907) 465-3692

STATE COURTHOUSE ROOM 26 
PO BOX 671 
VALGEZ. ALASKA 99686 
PHONE (9071 835-2462

H o n o r a b l e  R i c h a r d  I .  E l i a s o n  
A t t e n t i o n :  S h e i l a  P e t e r s o n  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V  ( I I S 3 1 0 0 )
J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  S e n a t o r  E l i a s o n :

R e :  S e n a t e  B i l l  4 9 4  r e l a t i n g  
t o  t h e  s a l e  o f  t i m e s h a r e s

E n c l o s e d  a r e  s o m e  a d d i t i o n a l  m a t e r i a l s  w h i c h  m i g h t  b e  
h e l p f u l  i n  c o n s i d e r a t i o n  o f  t h e  a b o v e - m e n t i o n e d  b i l l .

I  a m  l o o k i n g  f o r w a r d  t o  t e s t i f y i n g  b e f o r e  t h i s  S e n a t e  
L a b o r  a n d  C o m m e r c e  C o m m i t t e e  o n  T h u r s d a y ,  A p r i l  1 2 ,  1 9 8 4 ,  a t  
1 1 : 3 0  a . m .  i n  R o o m  2 1 1  o f  t h e  C a p i t o l  B u i l d i n g .  P l e a s e  n o t i f y  m e  
i f  t h e r e  a r e  a n y  c h a n g e s  i n  t h e  s c h e d u l e .

T h a n k  y o u  v e r y  m u c h  f o r  y o u r  i n t e r e s t  i n  t h i s  
l e g i s l a t i o n .

Y o u r s  v e r y  t r u l y ,

N O R M A N  C .  G O R S U C H  
A T T O R N E Y  G E N E R A L

B y: V J f  • fr fe H tS M U V x O
M n d a  11.  O ' B a n n o n  
A s s i s t a n t  A t t o r n e y  G e n e r a l  
C o n s u m e r  P r o t e c t i o n  S e c t i o n

/ a w

E n c l o s u r e s
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S w a i m  b a r r e d  
a t  M a s s a n u t t e n

Bv Lisa Frenette
CONTRIBUTING INRJTLR

The legal and financial catastrophe 
which befell Honda devclc>prr ]ohn R. 
Swaim has put timeshanng resorts in 
New York and Virginia at tlie brink ol a 
bank auction.

• Lake Placid Resort Club in Lake 
Placid. N.Y.. sold some 1.190 siurcs in 35 
units before tlie state attorney general 
ordered a halt to sales Dec. 9 1982. Four 
months later. Apnl 21. 1983. tl»c Key 
hank ol Northern New York lorcdosed 
on the protest, .ind a arnrt upheld the 
foreclose in (Ycrmtier 1983. Now the 
hank plans to auction the rrsort hy April 
1984.

• Massanutten Village near Har­
risonburg. Va.. was lacing problems at 
the same time tlie attomry itmcril 
dampesi down on Like Placid. At the 
Virginia rrsort. comtniction «>( Phase 30

(a five-unit building) was stopped in 
November 1982 when the rrsort failed to 
make payments to the contractors. The 
Washington Post detailed the predica­
ment of 120 owners i*l the incomplete 
units of Phase 30 in a Nov. 5, 1983 story, 
and as many as 500 additional owners in 
Phases 31 through 35 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 
parent company. First Federal Corpora­
tion. filed a Chapter XI reorganization 
petition in U.S. Bankruptcy Court in Har- 
nsonburg on Dec. 16, 1°83.

All tlie while, lohn R. Swaim. 52. was 
free on S10.CXX) bond after his March 7. 
1983 arrest in St. Petersburg. FI., where 
lie was charged with grand theft for 
"using property of another in excess of 
$300.000' for fils own purposes. Al a

'VlhlltUVlS ;Tf» usual’
S w eetw ater on  course, 
final p lans clue M arch  1

By Frrd Gebhart
C ONTRJBITTINC WRITER

PARK CITY. UTAH -  Sweetwater. 
Inc.. of Salt lake City and five associated 
comfunics hied lor reorganization under 
the protection ol Chapter XI of tlse U.S. 
Bankruptcy Code four months ago. 
While the Sept. 23, 1983 filing has kqU 
company oilioals and creditors alike busy 
trying to come to terms, owners at Park 
City. Utah. Sweetwater’s flagship 
timeshare development, seem unaffected 
hy the corporation’s financial difiiculties 

“As far as I can see." Park Cilv 
marugrr Cathy Oblan said in miii- 
January, “there hasn’t lecn any change. 
Thr owners 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 
Systems also fili\i lor protection under 
Chapter XI but, said Sweetwater 
pibUast Heidi Sivinlon only as a 
technicality to protest tlie owner- 

Resort Systems civ-MgnnJ a Sweet- 
water note large enough to banknipt tin-

management comjwnv if it wnc forml to 
pay (lie parent corporation's debt, which 
may be as much as $22 million. Oblan 
called the co-signing an "indcsaetion."

Income from owner maintenance fees 
has been steady and, as always, sullicicnt 
to provide Ic I lie routine upkeep and 
maintenance of tlie property. “The 
owners.” she added, "are not wring 
anything 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, upkeep, 
or maid «rvice from pnor viv.ts to the 
92-un:l development.

We were notified hy mail." said a San 
Dirgo woman who visits Park City 
regularly. "We've kept tip with our 
nuitnmance lees and cant tell any dil 
frrrncz in our unit or in the way the place 
is being run from the last lime we were 

( <»n/i«if«ril i'ij payr I I

Massivmlleii Village is protected under Cluipter XI of U.S. 
BnnLruplcy Code while n solution is sonyhl for us 11111111/ us 000 inteivnl 
owners of unbuilt units.
preirial hcai.ng, Jan. 16, 1984. Swaim 
pleaded "no contest" to third-degree 
grand theft and was placed on 18 months' 
probation and ordered to pay $11,515 
although adjudication of guilt was 
svithheld.

And in the wake of the Lake Placid 
ami Mauanuttrn forrcltmiro, a kmk in 
Minnesota and a savings and leun in 
Mississippi have succumlKxl. Tlie Federal 
Dqnnit lnsurana Corp. (FDIC) took 
control of the Minnesota lawsuit against 
Swaim, and tlie Federal Savings and Loan 
Insurance Corp. (FSL1C) puned a 
Mississippi S U L and charged him with 
‘illegal conspiracy" in attempting a 
takeover of tlie Mississippi thrift which 
made a $32.5-millu>n commitment to 
Swaim.

On Ian. 6. 1984, Judge H. Clyde Pear­
son of the federal lunkruptoy court bar­
red Swaim from Massanutten Village ex­
cept lo prepare the reorganization plan. 
The judge's order read:

“lohn R. Swaim dull not. directly or 
indirectly, interfere or participate in any 
way in the operation and management of 
business conducted at Massanutten 
Village."

Swaim also was prohibited from gel­
ling paid or having any access to funds 
held by First Federal Corp. I he corpora­
tion, now directed by Ronald Pete her. lias 
payroll and operating costs of $317,000 a 
month. The judge ordered Petchfr to be 
bonded for S]00.l\K> and required hun lo 
file weekly f irunc ial reports, which wit! be 
sent to creditors More than $3 million is 
owed, and there are 2n major unsecured 
creditors.

Me anw hile. Swaim is still operating a 
timesharing resori at French I ick Spnngs, 
Ind
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If this knotted spool of thread seems 
difficult to untangle, judges and attorney!, 
are overwhelmed by it as well. Whim 
mechanics liens of $126,000 were filed alG v t t in n e d  cn pu$t 1.1

Bv Deborah Sline
CONTKilllXnNG WRITER

MONTPELIER, V r -  The influx of 
timeshanng resorts in this tourist haven 
has resulted recently in an unusual 
crackdown by the state attorney grneral 
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 per­
manently alter questionable sales techni­
que’s. 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 General lohn 
Liston said Mouiit.miMtlr was singled 
out Irom a hail-dozen nw»|or timesharing 
companies located in Vermont txxause 
its lac Iks resembled bullying

CiHihHiifii i'u pu\‘f 11

INSIDE LOOK
Line ol the crucial elements ol a 

siiccrsstul limeslurc' proud is an ac­
curate budget lor the homeowners 
asMxiation VVIh’h done properly, a 
j’roiesMonal budget lend* cmlihlilv to 
ll«‘ resort Susjn Kelley of SKF 
Managrmrni lo« IK iw is Aw cu- 
lion I >»visi»»n rspl.uns some iiiipvtinl 
lumLiMH'ni.'Is ol tlx- l«u*fgvi 
P,u*e Is Iff
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V e r m o n t  r e f u n d  o r d e r  

b a s e d  u p o n  r e s e a r c h  

o f  ' i n v e s t m e n t '  b u y e r s

"Our point is, under the 
consumer fraud law, 
something can be literal!}/ 
truthful and still be deceptive 
to violate it."

—  John Easton, 
Vermont Attorney General

Weil K m  looking .it everybody.' 
Easton slid. It lust so happened that 
Mountainside turned out lo have the big­
gest sales volume and the worst sales 
practices.

Under the agreement reached in 
October 1°82 and made public a year 
later. Mountainside rctunded nearly 
SKO OCO in initial purchase payments 
made by 110 Vermonters and 30 out-ol- 
i.ate residents lor one-week rights to 
condominiums in the resort.

The rrtunds were doled out based on 
buyers' responses to an independent 
survey, and only about 15 percent ol 
those who bought shares in the complex 
were reimbursed. Some buyers left out ol 
the settlement were unhappy, but tl*o 
repayment ceiling contained in the agree­
ment made it impossible lo reimburse 
evr ryonc.

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
bursement plan was in the bcsl interest of 
the state and Mountainside. Easton said, 
since a lawsuit might have forced the 
company out of business.

\Ve wanted to protect consumers, 
but wedont want to protect consumrrx 
at the expense ot those who have already 
purchased.' Easton said. It's a rial 
problem lor us "

Resort Dmks Violations
M ountainside strongly and 

categorically denied any violation ol 
stale 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 marketing techniques. and 
promises! to clear all new sales materials 
with the Attorney (General's Ollue in the 
future.

Tin* unfair and deceptive" practices 
which Mountainside allegedly used rang­
ed twin deceptive protit protections to 
hlgh'prcsMii* sales methiHls. I'oienti.il 
Kiycts were t ilicctf to tin* resort With ol- 
fro o» lice gilts then required to stt 
through lengthy sale* presentation* U'fntr 
receiving them Huyen were urged to 
make a deposit on a unit tlut day or lose 
the oppormnity to buy at a 'discount' or 
lo receive lin.uuing Irom Mountainside "

1 hr Attorney General said the resort 
used the threat ol internally-generated 
price iru leases and tailed lo inform 
buyer* thal there was no proven resale 
market lor ux timeshares. "misleading 
purchasers lo Mirvc that iliey Could sell 
tlu-ir unit tor a substantial profit."

The Attorney General said some pur- 
♦ lusris were told that Easton, who lives 
in Stowe, l .ul jH'fftonally approved ol 
ihe fimrshares or bought one himxell.

"I've tried ni»l to appear anti* 
timesharing.' Easton siiil noting a visii 
he inatir lo Mountainside during Us 
development may have lent a ' kernel of 
truth' lo such claims.

"Our point is under the consumer 
fraud law some hmg can In* literally 
truthful and xtill In- ileirptive to violate 
it he sani

The lot ol allegations against Mono- 
tjinsidc is lengthy in thr 17-page agnv- 
rnent reached with the state, Buyers wen- 
told. lor example, that 11mediate units 
could easily be traileii with ones 
throughout North America and Europe

through an exchange program known as 
Resort Condominiums International, but 
they were not advised about risks and in­
flationary 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.COO. 
e rpeAding on the si/e of the unit and the 
week reserved.

Despite such techniques. Mountain­
side sold one-week timeshares in its 33 
condominiums to nearly 1.000 buyers 
prior to the agreement according to 
Edwin Hobson, an assistant attorney 
general assigned to the case.

The state tracked down buyers 
allegedly defrauded by the resort with 
the aid of Bcckcr Research, a Boston 
survey firm, which was directed to I ind 
people who bought the units chiefly as 
an investment. So that buyer response’s 
would no* be aUected before ihe survey 
was finished, a Vermont court seated 
Mountainsides agreement with the stale.

Easton only made ihe case public last

November, alter buyers had been iden­
tified and repaid.

The publicity prompted 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 (he S5.000 he still 
owes 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 S 11.000 two-bedroom con­
dominium. He said Mountainsides 
"high-prrssurcd sales pitch" convinced 
him the purchase was a good investment 
and. although 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. As a result, he 
said, those people are being resurveyed 
ami some could receive refunds from left­
over portions of Mountainside's original

S5CO.CWO allocation.
Theres a small amount for the peo­

ple we wercn I able lo identity and who 
had a nghl lo be* surveyed.' Hobson 
said.

Easton also stressed that remaining 
Mountainside owners could sue the 
resort thcmselvrs if they feel they were 
deceived. 'Our settlement with Moun­
tainside left open the nght of any in­
dividual to bring his or her action," ho 
Mid.

Excellent Cooperation
Stale oiliaals took pains lo nuke it 

dear, however, that Mountainside has 
cooperated fully. 'The management real­
ly attempted to address the problem and 
did stop all the practtcrs we objected to." 
Hobson said. "They really have cleaned 
un thctr act."

Thai "clean-up' included a .tfrirs of 
elaborate promises Mountainside made

Conlmunl o., pit̂ t Iff
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Like Phuid Clnh Resort sold 1,190 inteivals he/ore stales attorney general halted 
sales Dee, 9. I9S2. Rank foret Insure followed in four months.

L a k e  P l a c i d ,  M a s s a n u t t e n  r e e l i n g
L oan  defaults 
b y  developer 
create  havoc
la ir  Placid in March |483, Swaim* at­
torney rem.iuid It t«*ok me V) hours 
wist li» trvuiv tb*s matrn.il St.it**
Supreme I oum home VYtlli.im 5 I  ranch* 
responded I »ii not sure how long 1 can 
remember .ill Ihi*

Swaim had xrxM.uiil ir dreams tor the 
p»ih old-l.i'hiomd mount.un hotel .it 
lake Plaod whrn hr K w hi ii lor $10 8 
million in November W.iO At j  Ian I I 
l°8l unvrtan* hr ilncnlnl .i SlhO 
million. 14-vrtr grand plan to reiuvrnatf 
thr r.imhliP ', l.cV>5anr complex. I In 
plan included renovation ol tlie 2.Wrnom 
hotel and construction o| r*S timesharing 
condominiums i ll  buildings with five 
UlUh each) Sal** l«ryan in May I'M I.

Seven building* (35 iimisl were com­
pleted and thnr tiilier buildings wen 
't.wtid I j l r  I'laud Resort Club ofletrd a 
Emmons product lor $8,000 in $10,000 a 
work.

Its like living in u furnuuie 
showroom, remarked one lake Placid 
Club limrsharr owner And any gadget 
you can possibly think ol w in the kitchen 
— you name u, u * there.

11k* live units in rjth  building were 
staggered In achieve privacy on the out­
door daks Thick carpeting and l.wtrlul 
hirvuturr add comfort to tin* comer 
fireplace with Mono stacked to the crib 
ing. -  1 each unit Isusts a private 
whirl|»ool and sauna Two Ituphhiw 
upstairs ard a den downstair* affords 
plenty of guol spate

Swaim fueled thr Like Placid pur­
chase and rlrvclopmenf wills a 
513.5 million wrap-around mortgage 
from North Mississippi Savings and Loan 
Association nl Oxford. Mis*.

Hut die dream began fuming into a 
nightman* on Dec. *a, 1982 wl*en At* 
tomey General Robert Abrams H New 
York stopped sale* *vf lake Placid 
timesharing units Itcause of consumer 
complaints about sale* lactic* by DEL 
Marketing.

Investigation by the Attorney 
General* Utlice centeral on thnr arras 
alleged deception in mailings lo prmpv- 
tive customers, unregistered salespeople, 
and ine1 rrmoval or masking of a paw in 
the sales contract concerning ll»e seven- 
day nglit «>t cancellation. One set of mail­
ings promised a home computer, accord­
ing to Nathan Redly of the Attorney 
General* Oilier, and the pn/e was ac­
tually a small, electronic device program­
med lo translate English into Russian lor 
visitor* to the 1*380 Winter Olympics 

lake Hand Club Lodge* Inc.. the 
Swaim subsidiary which owns the 
timesharing units, tailed to submit an ot­
tering plan tfuit was acceptable to the At­
torney Generals Office. Thus, vales were 
never mumcd Jt lake P*and.

Swaim s original company Mavsanui- 
ten Village. Inc.. became involved in the 
J. 150-acrr Virginia resort in l°80 
although timesharing hail h rn  udd there 
since the mid-l**-0s Ti**- ruuic tvuuiv • •»
Mjssanutten Mountain and the* resorts 
ski taulittis volt •imii'j* and rtk-risoni 
hotel had a'ir.wt'sl more than r .hV 
tumdiJrr t* ive >

Ma%vinui|'n V..»•*• Inc vvaschanred 
to  i usi h s ie r . i l  < *’rr> O n e  ol *nvaim*
Miiouliaru*. n r  I » d'-ral M o r t g a g e  I or:'

• >l *>» Pete* r  tc* soil'd seil mortgages 
irom time* ,»an* • x to vaoous fvrcsei*

P ,  |.m the >tali' Itank el
lkimumiDuiu.il Mmn». which h-HMo

million in such mortgages sued Swaim 
for wrong!id conversion of luiuls. breach 
of contract, and fraud Swaim had s*d*l 
some 4iX) morlgagr* to llarmun in August 
1982. Swaim then was supposed locolla t 
the payments, subtract a one |«ern'nt 
servicing fee. and lot ward the money Its 
die Minnesota tunic

Swaim mwsrtl (hr August and 
Sept end »er 1982 paymenis: wl*m lUinum 
was paid (Xt. II, 1982, the dusk* tor 
£110.951 were returned twice lor imulh* 
nent tuiuU. I le finally nude ihe payment* 
by Nov 2n. 1982. two weeks later. vil«n 
were balled at lake Placid

Then on let* 9. 1983. tlx* Stale Hank 
»»l Hartuim was oidrtrd closed t*y tlie 
Mlr.nrsota funking commissioner. who 
«haord * grow r»iisnunagement. an*l ihe 
FDIC l*caine m  river »d tlx* tunk. and 
trimbursed it* dr|toxtinrv

Tile I I)IC look over the lawsuit iisiti.s- 
tod by the bank tieforv it dosed. Ihe suit 
claimed Swaim owed at least 5294.589 in

"lohn R. Siwiini sliull mil. 
ilirttllu o> niilliullu, inlerfere or 
imrhmile in uni/ wav in Ihe ni’ern- 
lion am i ninmi\riii(iil ol busines* 
ioinliuleit ol XlihtitHitlleii Vilhijie
back pjvmcnls and interest, and it asked 
lor $3 million, which included 52 million 
lor damages

The* bank colla|»M*set in motion the ar­
rest o| Swaim in IWUaslonniv I fi*rkI.i 
<n March 7 hM3 f!. was ,i*(UmsI of 

tlivertmg the barnum notiev into • 
I ionda a* * ounl topav I irst Inkfiil Mom 

nrji o |*  n*4s, .u» atiuiavu * hargwl 
Il then ik*vei'*iH**t that lake Plan*I 

C otnpanv tf••* S'v.um Mit'sniiarv wP.»n 
ow n .nl el ft"' New 3oik resort ester* 
:**e nnu-sitaring units had deiauih-d o*» .1 
fll.a-rniHion mortgage with North 
Mississippi Savings and loan Ire

federal Home I cun Hank Ik cud took 
over the lailaf Mississippi thrill Apnl II. 
1983 llw* Mississippi loan includ'd $8 2 
million in May 1982 lor Like Placid Clull 
Resort const met mn plus 5t Vi million lo 
the l.iimrn National Hank, wlucft enabl­
ed Swaim lo |Hircluve tlie iev»rf In 
Novnnb-r 1980

Thr Mississippi SAl. had given Swaim 
a letter ol rommilinrnt in Apnl 1982 for 
up lo $12 5 million In ,oe arran>Tnirnt. 
Swaim svas sup|H»vsl to make mortgage 
payments lor the over all loan. Tlie 
Mississippi S8i I. would ifirn nuke 
luyinrnts lo Lev Hank of Non hem New 
York (formerly Earmers Nanonal)
I loweVff. both Swann and the Mississip­
pi S&l. del.siillal on |«ayinrnt*, cpumiig 
more 'awsuits and adding lo the cimlu- 
smn.

Swann w.Si a«.o«sl Aug g4. 1981 t»v 
the New Notlh Miwiwppi Savings and 
Loan and bv the ESI IC of tllrga vn* 
spiracy, alleging that Sw-uni met wills a 
bank oflicer and a louistana physician 
who was in the process ol au|uinng ihe 
SAl. 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.

Swaim contended, in a strongly word- 
al, billion-dollar counlersuil be tilal in 
May 1983against 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 Key 
Hank w ant King paid hy North 
Mississippi until Key HarJ announced on 
Apnl 21. 1983 that it was lota losing on 
the rrsort.

Also in Augml 1983. lodge Thomas 
Meroire ol the New York State Supreme 
Court dismissed all «»l Swaim s 
counterclaims except one. which involved 
a breach o! contract related to the rsiate 
ol G. Alan Cruickshank. a plainer ol 
lake Placid Club Resort v no was 
m urdered in K'ovrmtier |082 
Cniitkshank s estate li!»sl merhatucs liens 
ol $42t>.lU) against the resort in March 
1483

laying the blame lor most of hsslin.in- 
ci.il Itoublrs on North Mississippi Savings 
and I mn Swaim argum tlc.it ihe mens* 
dclaults "t his SMnous l's»n*> area result of 
North Mississippi reneging n tt* 
5'2 5 million • •'Oitnuuu *'*

Stock holders ol the lar-e i -icitl Rcs»i** 
i lufi had tin ir 'tin k. cshicn to«t r lK  .'

share in »e»ur»- > n*
Isiaiise Msaim d*t.u:.tgti ••** -i - :*.t
loan irom Kev Hank flew.is mm i»v*,»,e 
st ar.v p.ivmrrf i»*r ..'vears ti e ti--t p is • 
ment was made in l.muarv l°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.w Mini Swaim lor S28S.U23 plus 
interest lor paymrnl of tla* st»x k Hu* suit 
was tiled against Massamittrn Village 
Inc . and lirst Eoleial Cnrp i4 Virginia

Il was the latter < nrpnration llc.u saves.' 
Swaim from the |«*\s ot an 18 u*om tn-ivr 
situated on twis a im  at lake Placid In 
April 1481 the Internal Rrvn -ue Snvue 
sn.al tlx* house attrr lilmg las lirrw toe 
5227 8t.S and $3ln. I9.'» against vanou* 
Swaim (orporattntis. The saond lien sva* 
lor failure to pay Ia*« Ssvaim IumI 
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* • i i'i|M'falion* l«i«i
I a  let al ol Virginia and Ecsl Itsfcral d  
I Vlaware

The New 3oik Attorney Oneralsllf- 
lice lor now is making sure that lake 
Hand limrsharr owners will get tl»e 
amenities promised to them As reienily 
as DecrmKr 1983. iim'*duir osvnrr* or- 
nvrd lor thru weeks and lound shoveled 
sidewalk*, nenwountry ski trails, frrvh 
linens, gaib’ge removal, am. v» hulh at 
thnr concJominiiims.

In Virginia, ownetx at Massanutten 
Village may not K wi fortunate, lams 
and judgments ol motv than Si 20.000 
have bren hied against First Enleral 
C«»q» Swaim s parent company which 
sought Chapter XI, a.id as many as 600 
timcslure owners arr wailing lor their 
tenvnhouse units to h t constructed. Hu* 
FDIC is holding some 25 cl the mortgages 
a. Massanutten through tlie tailed Min­
nesota baiX

A Masunutten Circnip Action Com­
mitter, consisting of some 120 t.urnlies 
who purchased units m Phase .V). was 
formed altrr the 120 ilcrd-holilrrs wrrr 
named along with Swann and the EPIC m 
a mnham;*s lim Mav 9. 1983. Ihe con­
tractor Edward I. Hull man vwghi to 
have toe building (Phase 30f sold ott 
that he could raovrr a S25.4til hmti 
pulgment he won against First ledrrjl 
Cufp.

Now the Allonsry ( x-nerals Oilier »n 
Virginia has prtilu*ned the LVS. 
iktnkruplcv Court lo allow the state to 
bait ^nes •*' iime*n.»m »l M.»ss.mwtten 
 ̂iliave I be st lie < '.tints that biivers were 

mi*Usl »sr.»n j1 i'v csere toltl ihe tii*vel»*|M'r 
"'•tuti pu w it ip u? •* insurance provuir 
genera cs.orar's* *t»ss-s i '*• the ibsslt on 
■r'i • *.t i o*i'**ietr it'^stntrtii'n witnin a 

vear * •min.*. •:»<■ sue* cor.trat t.
Ton: rtorf.vk .<» the .V*:omev 

iivnir.i.x v'flrtt* -.iivl • v the p’e.ltting 
conn-ncs t'nat th*'̂ * assurances were un­
true deceptive ard misleading. ■



**•>.« u tr protestor of law al ihr FrankJm 
l‘tm r Law Center in Concent mav help 
qxrd up thr process. Hum has negotiated 
with thr attorney lor ihe city ol Laconia 
in onlcr lo bring ihe »»ue lo Irui Accord­
ing In Hum. As a practical nutter. Ihe 
only way 10 mcrra**- the probability ol 
prompt action was »o get the ciiv lo join 
in requesting a sprcilic cate

Hum Irit tlx* only way to do this was 
h»r both sides lo agnv to a complete ex­
change* ol information. including propos­
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 been 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 w for all 
records." Hum frrh providing ihe city 
with a tabular list ot sales, repurchases, 
etc., 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 
basis

Hum has requested that the resorts

Miller plans 

L o n d o n  s h o w
NEW YORK -  Miller Marketing Net­

work will presmt its second American 
Keal Estate Show at tin* American Club in 
London, England. May 2*3-31. The show 
will bring together American rridenlial 
mvestment properties and qualified In- 
•rrslon.

Krnneth Miller, prrsiilent ol the New 
York-based international real rstatr 
marketing lirm. said there will te  more 
tlun $2 mtlluHt in pnnx* property Ixing 
ottered.

Exhibit sjxur is $5 OCO fxr bnPlh, or 
S4.CVX) U Miller Marketing Network 
receive* one |enn it ol vtlrs nude at llx* 
show ■

Q m l m u n l  from 11

  r .. trxurwxiy. 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 
VVinnepesaukcr — had units not 
times hand whxh were physically iden­
tical tt> t.‘ii*se units ivhi**e valuation is 
King contested

Hum in turn stipulates that the main 
osue at duke is how to evaluate tuneshare 
units in a tair manner In a detailed letter 
m *1 last Gi IoKt to tlie board ol Tax and 
I d Apfx-alv Hum ou! lined lour speciiic
res 5ts, and in a November letter, the 
uf / agreed to thi**** requests as lot lows 

hrst. the city will not conduct an up- 
prjisal on the resorts pnor to the hearing.

Second, all thnr appeals will be con­
solidated lor a single hearing.

Third the city will set aside a lull day 
or the equivalent lor the presentation ol 
the appellant s ca<e. with additional time 
allocated as flic city mts ht lor the presen­
tation ol their case

Lastly, the city .igrnd to per the par­
ties at least a month 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 lx*anng will Ix* field 

Thr same tax problem is striking', .it the 
Kart »*l several ttnwdure resort* in other 
New England slain as well Tlx: Kiltie 
lines have been drawn between ihe 
drvriopment community anil the 
municipal association in the stale ol 
Maine, according to Harry McCoy, K 
Fox, Edward & (lardincr. who rrprrsrnis 
the Samosrl Resort on Maine* coast. 
Tlx-v intend to go ahead with plans lo lile 
an appeal ol tlx- asv-wmcnts levies! 
against Samoset and litigate the issue 

Suits have also Ixrrn filed in Vermont 
and Florida.

This remains tlx- industrys maior 
issue, one which strike* at the very iieart 
ol ihe economic Viability ot tlx* limeslur- 
Ing concept. ■

• T H E  S A L E S  P R E S E N T A T I O N  T H A T  S O L D  
O V E R  35 0  M I L L I O N  D O L L A R S  I N  LESS T H A N  , 

T W O  Y E A R S ! "

C o n t e n t s

w» • »

' l u t l i r  ••IS* l V»r VO-* **•r,*+III.

I hahi* : it., («i«um.wx« • «.

TIME SHARIIiii«rnK> * i hAm ** »• ' oanmi:I . J . . -  Ik, 1,0)11-* I—. **•■••
' '

'•« * -* i turn*«

V erm o n t enacts re fu n d
to resolve tlx* matter amicably." It 

agreed not to imply timeshares air a 
gcxxl investment or in any way making 
nietrncr to a poutblc investment value 
of tlx: property without lutnidiing 
satisfactory prnol lo the Attorney 
General* CXI ice llx* tesorl no longer 
can make amxtloi.il reference* to anv 
Incident, true or Itcilliini*. trganiing the 
profitability ol owning liinrsh.iirs 
unless it applies »pr< if ic ally lo Mountain 
•ide unit*

The resort also cannot *uggr*i 
Vlmrxlwtre* ate wane without pitxil. nor 
can it imply that buyers will profit Irom 
revile or rrnlal ol the units Mountain 
side agreed to give all lulurr buyers live 
day* to pull out ol their pure haw* ton- 
liatts. anti it pioimsttl lo sus|x'nd high 
prrssurr sales melhtxN and only give 
away pri/r* on ihr spot wilhoul 
qualification

Mountainside, which paid tlx* slate ol 
Vermont $10,010 It*cover llx* tost ol the

Pn* ;se |innt < > M e



D K H A R T M E N T  O F  l U S T I C l K  

C O N J M O N W F . M . T i !  O F  P K N N S M  A ' A N I A
C O N T A C T

Bureau of CnnsiimRr Protection

Terry W. Lazin

( 7 1 7 )  7 8 7 - 9 7 0 7

OR IMMEDIATE RELEASE SEP 2 1980
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 C o r p o r a t i o n s , Masthope 

Rapids, Inc., Falling Waters at Masthope, Inc., and American Landmark 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 one 

jr two weeks per year for up to twenty-five years. Management details are supposed to

be handled by the developers or an 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 w on 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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charqe 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" wh i c h  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 in other similar time-sharinq facilities is difficult if not impossible.

The Complaints go on to charqe 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 m isrepresented that Resorts C o n d o­

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 ma d e  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.

M a s t h o p e  -2
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Further, the Complaints aver that the sales persons regularly refused p r o s p ective 

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 to signing.

The Complaints also allege that f~e defendants employed the use of a "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 wh i c h  

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 p r e s e n­

tation and that they may revisit the facility and have the time-sharing program r e­

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 is 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 i. 'intain records in 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 is disclosed in writing as part of the contract signed by the purchaser. In
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addition, the developers are not to m a k e  representations about the investment potential 

of purchasing a time-sharing membership unless they possess material that co n s t i t u t e s  

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 w i t h o u t  c l e a r l y  

disclosing the total number of prizes to be awarded, the exact nature of the prizes 

includinq their approximate retail value, and all of the terms and conditions which 

individuals will be asked to -omply wi t h  in order to obtain prizes and the odds of 

winning each prize.

The Consent Petition also calls for the developers not to m i s r e p r e s e n t  that the 

number of participants in any contest has been limited or to misre p r e s e n t  that the 

prizes have been purchased unless they have actually been purchased before the s w e e p­

stakes or contesc. Individuals who request the names of winners of all prizes having 

a retail value cf Sl00 or more a>-e to be furnished with such a list. Signing of the 

Consent Petit ion by Masthone Rapics, railing Waters at Masthope and A m e r i c a n  Landmark 

Corporation dees not represent an admission of wrongdoing.

In its Complaint agsir.st Ronk, the Bureau is asking that the Court o r d e r  the 

marketers to :?.y Civil Penalties of $100,00C for willful violations of the Consumer 

Protection Law. In addition, the Bureau is askinq that the Ronks and th e i r  Co r p o r a t i o n  

be enjoined from continuing their unlawful practices in connection with the m a r k e t i n g  

and sale of time-sharinq plans.

The leqal actions were filed in Commonwealth Court of Pennsylvania by Deputy 

Attorney General B. Chistooher Lee of the Bureau's Lehigh Valley office.

M a s t h o p e  -4
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C o m m o n w e a l t h  o f  P e n n s y l v a n i a

O f f i c e  o f  A t t o r n e y  G e n e r a l

*  • H a r r i s b u r g

/
I6TH n o o n

L e R o y  S .  Z i m m e r m a n  s t r a w b e r r y  s o u a r e

A T T O R N E Y  G E N E R A L  H A R R I S B U R G .  P A .  1 7 1 2 0

F o r  I m m e d i a t e  R e l e a s e  C o n t a c t :  R o b e r t  R .  G e n t z e l

A s s i s t a n t  P r e s s  S e c r e t a r y  
F r i d a y ,  M a y  2 1 ,  1 9 8 2  7 1 7 - 7 8 7 - 3 3 9 1

H AR R IS B U R G  —  T h i s  w e e k ’ s  m a s s  m a i l i n g  f r o m  " U n i t e d  P a r c e l  C l a i m s  

S e r v i c e "  —  w h i c h  w a s  d e s i g n e d  t o  d r a w  b u s i n e s s  f o r  P o c o n o  r e s o r t s  b u t  

w h i c h  m i s l e d  t h o u s a n d s  o f  c o n s u m e r s  —  h a s  c o s t  t h e  p r o m o t e r s  a  $ 1 0 , 0 0 0  

c i v i l  p e n a l t y ,  A t t o r n e y  G e n e r a l  L e R o y  S .  Z i m m e r m a n  a n n o u n c e d  t o d a y .

T h e  - . n a i l i n g ,  i n  t h e  f o r m  o f  2 5 , 0 0 0  t o  3 0 , 0 0 0  p o s t c a r d s ,  p u r p o r t e d  

t o  b e  a  " f i n a l  n o t i c e "  f r o m  " U n i t e d  P a r c e l  C l a i m s  S e r v i c e  . . .  r e g a r d i n g  

m e r c h a n d i s e  U P C S  h a s  f c r  y o u . "

T h e  m a i l i n g  w a s  t a r g e t e d  m o s t  h e a v i l y  a t  t h e  H a r r i s b u r g  a r e a ,  b u t

m a n y  c a r d s  w e r e  s e n t  t o  t h e  L e h i g h  V a l l e y  a n d  P h i l a d e l p h i a  a r e a s ,  a n d .
«

s o m e  w e n t  t o  r e s i d e n t s  o f  t h e  N o r t h e a s t .

I n  t h e  c a r d s ,  m o s t  o f  w h i c h  w e r e  d e l i v e r e d  o n  M o n d a y ,  r e c i p i e n t s  

w e r e  d i r e c t e d  t o  c a l l  " t h e  c l a i m s  d e p a r t m e n t "  a t  a  t o l l - f r e e  n u m b e r .

P e r s o n s  c a l l i n g  t h e  n u m b e r  r e c e i v e d  a  s a l e s  p i t c h  t o  v i s i t  a  P o c o n o  

r e s o r t  a n d  g e t  a  g i f t  —  t h e  " m e i c h a n d i s e "  a l l u d e d  t o  o n  t h e  c a r d ,  

Z i m m e r m a n  s a i d .

" M o s t ,  i f  n o t  a l l ,  o f  t h e  c i t i z e n s  w h o  r e c e i v e d  t h e  c a r d s  t h o u g h t  

t h e y  w e r e  a  w a r n i n g  f r o m  U n i t e d  P a r c e l  S e r v i c e ,  a n d  f o r  g o o d  r e a s o n , "  

s a i d  Z i m m e r m a n .  " T h e  c a r d s  w e r e  b l a t a n t l y  d e s i g n e d  t o  m i s l e a d . "

" A s  a  c o n s e q u e n c e ,  a n  e s t i m a t e d  9 0  p e r c e n t  o f  t h o s e  r e c e i v i n g  c a r d s  

t r i e d  t o  c a l l  t h e  t o l l - f r e e  n u m b e r ,  j a m m i n g  t h e  p h o n e  b a n k  w h i c h  

p r o m o t e r s  s e t  u p  i n  a n t i c i p a t i o n  o f  a  t y p i c a l  2  p e r c e n t  r e s p o n s e . "

— m o r e —
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W h e n  t h e y  c o u l d n ’ t  g e t  t h r o u g h ,  r e c i p i e n t s  c a l l e d  U n i t e d  P a r c e l  

S e r v i c e ,  o n l y  t o  l e a r n  i t  h a d  n o t h i n g  t o  d o  w i t h  t h e  c a r d s ,  a n d  h u n d r e d s  

t h e n  c a l l e d  r e g i o n a l  B u r e a u  o f  C o n s u m e r  P r o t e c t i o n  o f f i c e s .

T h e  b u r e a u ,  w h i c h  i s  p a r t  o f  Z i m m e r m a n ’ s  o f f i c e ,  w o n  v e r b a l  

a g r e e m e n t  f r o m  t h e  p r o m o t e r s  o n  M o n d a y  t o  c a n c e l  p l a n s  f o r  a d d i t i o n a l  

m a i l i n g s .

O n  T h u r s d a y ,  d e p u t y  a t t o r n e y  g e n e r a l  T h o m a s  G .  S a y l o r  J r . ,  d i r e c t o r  

o f  t h e  b u r e a u ,  n o t i f i e d  t h e  p r o m o t e r s  t h e y  w o u l d  b e  s u e d  u n l e s s  t h e y  

i m m e d i a t e l y  a g r e e d  t o  a  s e t t l e m e n t  w h i c h  i n c l u d e d  a  " s u b s t a n t i a l ”  

f i n a n c i a l  p e n a l t y .

R e p r e s e n t a t i v e s  o f  t h e  i n v o l v e d  c o m p a n i e s  f l e w  t o  H a r r i s b u r g ,  a n d  

l a t e  y e s t e r d a y  a g r e e d  t o  Z i m m e r m a n ’ s  t e r m s .  T h e  a g r e e m e n t  w a s  f i l e d  w i t h  

C o m m o n w e a l t h  C o u r t  t h i s  m o r n i n g  ( F r i d a y ,  M a y  2 1 ) .  ___

T h e  s e t t l e m e n t  i s  i n  t h e  f o r m  o f  a n  " a s s u r a n c e  o f  v o l u n t a r y

%

c o m p l i a n c e , "  a  b i n d i n g  l e g a l  d o c u m e n t  s i g n e d  b y  S a y l o r  o n  Z i m m e r m a n ’ s  

b e h a l f  a n d  b y  t h e s e  r e p r e s e n t a t i v e s  o f  t h e  t h r e e  f i r m s  d i r e c t l y  

i n v o l v e d  i n  t h e  p r o m o t i o n :

—  D a v i d  F .  C o r s o n ,  v i c e  p r e s i d e n t  o f  C o n t i n e n t a l  M a r k e t i n g  a n d  

F i n a n c e  L t d .  o f  P o c o n o  S u m m i t ,  M o n r o e  C o u n t y ,  w h i c h  o r g a n i z e d  t h e  

p r o m o t i o n .

—  T h o m a s  J .  F i n n e r t y ,  v i c e  p r e s i d e n t  o f  M a r k d a t a  I n c .  o f  K i n g s t o n ,  

L u z e r n e  C o u n t y ,  w h i c h  p r o v i d e d  t h e  m a i l i n g  f a c i l i t i e s .

—  J o e  C a r d o n i ,  v i c e  p r e s i d e n t  o f  R o t h c h i l d  & C o .  L t d .  o f  P i t t s t o n ,  

L u z e r n e  C o u n t y ,  w h i c h  r e g i s t e r e d  U n i t e d  P a r c e l  C l a i m s  S e r v i c e  a s  a  

f i c t i t i o u s  n a m e  i n  L u z e r n e  C o u n t y  C o u r t .  C a r d o n i  a l s o  i s  v i c e  p r e s i d e n t  

i n  c h a r g e  o f  m a r k e t i n g  f o r  M a r k d a t a  I n c .

— more—
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I n  t h e  d o c u m e n t ,  t h e  t h r e e  f i r m s  a c k n o w l e d g e  t h a t  t h e  m a i l i n g  

v i o l a t e d  t h e  s t a t e  U n f a i r  T r a d e  P r a c t i c e s  a n d  C o n s u m e r  P r o t e c t i o n  L a w ,  

w h i c h  b a v i s  m i s l e a d i n g  a d v e r t i s i n g .

T h e y  f o r m a l l y  p r o m i s e  n o t  t o  " e p e a t  t h e  U n i t e d  P a r c e l  C l a i m s  

S e r v i c e  m a i l i n g  o r  a n y  s i m i l a r l y  m i s l e a d i n g  a d v e r t i s i n g  c a m p a i g n .

A n d  t h e y  a g r e e  t o  a  $ 1 0 , 0 0 0  c i v i l  p e n a l t y ,  w h i c h  Z i m m e r m a n  s a i d  

a l r e a d y  h a s  b e e n  p a i d .

T h e  $ 1 0 , 0 0 0  c h e c k ,  p a y a b l e  t o  t h e  C o m m o n w e a l t h  o f  P e n n s y l v a n i a ,  w a s  

h a n d e d  t o  S a y l o r  a t  y e s t e r d a y ' s  m e e t i n g .

A n y  f u t u r e  v i o l a t i o n s  c o u l d  p l a c e  t h e  d e f e n d a n t s  i n  c o n t e m p t  o f  

c o u r t  a n d  s u b j e c t  t h e m  t o  a d d i t i o n a l  p e n a l t i e s ,  Z i m m e r m a n  n o t e d .

S a y l o r  s a i d  C o n t i n e n t a l  o r g a n i z e d  t h e  p r o m o t i o n  t o  a t t r a c t  

c u s t o m e r s  t o  v i s i t  P o c o n o  t i m e - s h a r i n g  r e s o r t s ,  i n c l u d i n g  t w o  o w n e d  b y  

V a c a t i o n  C h a r t e r s  L t d . :  S p l i t  R o c k  L o d g e  a t  L a k e  H a r m o n y  a n d  C a r r i a g e  

H o u s e  a t  P o c o n o  M a n o r .

%

T i m e - s h a r i n g  i s  a  s y s t e m  i n  w h i c h  t h e  r e s o r t s  s e l l  g u a r a n t e e d  

a n n u a l  b l o c k s  o f  v a c a t i o n  t i m e ,  t y p i c a l l y  o n e  w e e k  a  y e a r  f o r  2 0  y e a r s ,  

h e  e x p l a i n e d .

— 3 0 —
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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.

S e n a t e



A L A S K A ' S  E F F O R T S  T O  E N S U R E  C O M M E R C I A L  V E H I C L E  S A F E T Y  H A V E  B E E N  
S P O R A D I C '  A N D  I N C O N S I S T E N T

U n d e r  A S  4 2 . 0 7  a n d  A S  4 2 . 1 0 ,  t h e  A l a s k a  T r a n s p o r t a t i o n  
C o m m i s s i o n  h a s  t h e  r e s p o n s i b i l i t y  t o  d e v e l o p  a n d  a d m i n i s t e r  a  
c o m m e r c i a l  v e h i c l e  s a f e t y  p r o g r a m .  T h e  o b j e c t i v e  o f  a  
c o m m e r c i a l  v e h i c l e  s a f e t y  p r o g r a m  i s  t o  p r o t e c t  t h e  p u b l i c ,  t h e  
d r i v e r ,  a n d  t h e  c a r g o .

S i n c e  s t a t e h o o d ,  t h e  A T C  h a s  h a d  r e s p o n s i b i l i t y  f o r  a  c o m m e r c i a l  
v e h i c l e  s a f e t y  p r o g r a m ;  h o w e v e r ,  A l a s k a ' s  e f f o r t s  t o  e n s u r e  
c o m m e r c i a l  v e h i c l e  s a f e t y  h a v e  b e e n  s p o r a d i c  a n d  i n c o n s i s t e n t  i n  
p a s t  y e a r s .  F r o m  1 9 7 6  t o  1 9 8 2 ,  t h e  A l a s k a  S t a t e  T r o o p e r s  
o p e r a t e d  t h e  s c a l e  h o u s e s  a n d  p e r f o r m e d  s a f e t y  i n s p e c t i o n s .  B y  
1 9 8 0 ,  t h e  A S T  h a d  d e v e l o p e d  a  c o m m e r c i a l  v e h i c l e  s a f e t y  p r o g r a m .  
T h i s  p r o g r a m  w a s  c a l l e d  t h e  F e d e r a l  W e i g h i n g  a n d  I n s p e c t i o n  
D e m o n s t r a t i o n  P r o j e c t  a n d  i t  w a s  p a r t i a l l y  f u n d e d  b y  t h e  F e d e r a l  
H i g h w a y  A d m i n i s t r a t i o n .

T h e  D e m o n s t r a t i o n  p r o j e c t  w a s  f u n d e d  a s  a  t h r e e - y e a r  p r o g r a m ,  
b e g i n n i n g  i n  M a r c h  1 9 8 0  a n d  e n d i n g  i n  M a r c h  1 9 8 3 .  T h e r e  w e r e  
a p p r o x i m a t e l y  1 5  t r o o p e r s  a n d  2 3  c i v i l i a n s  w h o  w e r e  f u n d e d  u n d e r  
t h i s  p r o g r a m .  T h e  u n i f o r m e d  t r o o p e r s  p r o v i d e d  r o a d  e n f o r c e m e n t  
w h i l e  t h e  c i v i l i a n  e m p l o y e e s  o p e r a t e d  t h e  s c a l e  h o u s e s  a n d  
c o n d u c t e d  v e h i c l e  i n s p e c t i o n s .  T h e  A l a s k a  S t a t e  T r o o p e r s  h a d  
r e s p o n s i b i l i t y  f o r  e n f o r c i n g  a l l  w e i g h i n g ,  i n s p e c t i o n ,  a n d  o t h e r  
s a f e t y  s t a n d a r d s  a n d  r e g u l a t i o n s .

I n  1 9 8 2 ,  t h e  r e s p o n s i b i l i t y  f o r  e n f o r c e m e n t  o f  t h e  w e i g h i n g  a n d  
o t h e r  m e a s u r e m e n t  s t a n d a r d s  w a s  t r a n s f e r r e d  b a c k  t o  t h e  D i v i s i o n  
o f  M e a s u r e m e n t  S t a n d a r d s .  T h e  2 3  c i v i l i a n s  w e r e  t r a n s f e r r e d  t o  
t h e  D i v i s i o n  b u t  t h e  1 5  T r o o p e r s  r e m a i n e d  i n  t h e  D e p a r t m e n t  o f  
P u b l i c  S a f e t y .  T h u s ,  f r o m  J u n e  1 9 8 2  t o  M a r c h  1 9 8 3 ,  t h e  
r e s p o n s i b i l i t y  f o r  t h e  c o m m e r c i a l  v e h i c l e  s a f e t y  p r o g r a m  w a s  
s h a r e d  b e t w e e n  t h e  D e p a r t m e n t  o f  P u b l i c  S a f e t y  a n d  t h e  
D e p a r t m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t ,  D i v i s i o n  o f  
M e a s u r e m e n t  S t a n d a r d s .

I n  M a r c h  1 9 8 3 ,  t h e  r e s p o n s i b i l i t y  f o r  c o m m e r c i a l  v e h i c l e  
i n s p e c t i o n s  w a s  r e t u r n e d  f r o m  t h e  D i v i s i o n  o f  M e a s u r e m e n t  
S t a n d a r d s  t o  t h e  A T C .  C u r r e n t l y ,  t h e  D i v i s i o n  i s  r e s p o n s i b l e  
f o r  e n f o r c e m e n t  o f  w e i g h i n g  a n d  l o a d  r e g u l a t i o n s ;  t h e  A T C  i s  
r e s p o n s i b l e  f o r  e n f o r c e m e n t  o f  o t h e r  c o m m e r c i a l  v e h i c l e  s a f e t y  
r e g u l a t i o n s ;  a n d  t h e  T r o o p e r s  e n f o r c e  c o m m e r c i a l  s a f e t y  v e h i c l e s  
r e g u l a t i o n s  o n  h i g h w a y s .



T H E R E  I S  N O  C O M P R E H E N S I V E  C O M M E R C I A L  V E H I C L E  S A F E T Y  P R O G R A M  I N  
A L A S K A

S i n c e  M a r c h  1 9 8 3 ,  A T C  h a s  h a d  s t a t u t o r y  r e s p o n s i b i l i t y  t o  
e s t a b l i s h  a n d  e n f o r c e  c o m m e r c i a l  v e h i c l e  s a f e t y .  T h e  A T C  h a s  
n o t  d e v e l o p e d  a  c o m p r e h e n s i v e  s a f e t y  p r o g r a m ,  p r i m a r i l y  d u e  t o  
s t a f f i n g  a n d  f u n d i n g  l i m i t a t i o n s .

T H E  S T A T E  S H O U L D  C O M M I T  T O  A  P O L I C Y  O F  A G G R E S S I V E  C O M M E R C I A L  
V E H I C L E  S A F E T Y  E N F O R C E M E N T

T h e  t r a n s f e r  o f  p r o g r a m  r e s p o n s i b i l i t i e s  a n d  f u n c t i o n s  f r o m  
a g e n c y  t o  a g e n c y  w i t h  i n a d e q u a t e  f u n d i n g  o r  d e f i n i t i o n  o f  
r e s p o n s i b i l i t i e s  h a s  r e s u l t e d  i n  a  f r a g m e n t e d  a n d  i n e f f e c t i v e  
a p p r o a c h  t o  c o m m e r c i a l  v e h i c l e  s a f e t y .  I t  d e m o n s t r a t e s  a  l a c k  
o f  p l a n n i n g  o r  c o m m i t m e n t  t u t h e  p r o g r a m .

I t  h a s  b e e n  s u g g e s t e d  t h a t  s a f e t y  p r o g r a m  r e s p o n s i b i l i t i e s  w e r e  
t r a n s f e r r e d  f r o m  t h e  D e p a r t m e n t  o f  P u b l i c  S a f e t y  t o  t h e  D i v i s i o n  
o f  M e a s u r e m e n t  S t a n d a r d s  i n  1 9 8 2  b e c a u s e  t h e  T r o o p e r s  w e r e  t o o  
a g g r e s s i v e  i n  t h e i r  e n f o r c e m e n t  o f  t h e  c o m m e r c i a l  v e h i c l e  
s a f e t y .  C o m p l a i n t s  a n d  l o b b y i n g  e f f o r t s  b y  t h e  t r u c k i n g  a n d  
r e l a t e d  i n d u s t r i e s  l e d  t o  t h e  t r a n s f e r  o f  t h o s e  e n f o r c e m e n t  
f u n c t i o n s  w i t h o u t  a d e q u a t e  f u n d i n g .  C o n s e q u e n t l y ,  e n f o r c e m e n t  
o f  c o m m e r c i a l  v e h i c l e  r e g u l a t i o n s  w a s  r e l a x e d .

B e f o r e  t h e  S t a t e  d e c i d e s  o n  a  b e t t e r  m e t h o d  t o  e n f o r c e  
c o m m e r c i a l  v e h i c l e  s a f e t y ,  i t  m u s t  c o m m i t  t o  a  p o l i c y  o f  
a g g r e s s i v e  s a f e t y  e n f o r c e m e n t .  O n c e  t h i s  c o m m i t m e n t  h a s  b e e n  
m a d e ,  e f f o r t s  t o  c o r r e c t  t h e  c o m p l a i n t s  o r  t h e  p r o b l e m s  
e x p e r i e n c e d  i n  p a s t  c o m m e r c i a l  v e h i c l e  s a f e t y  e f f o r t s  c a n  b e  
a d d r e s s e d .

C o n c l u s i o n

T h e  a g e n c y  r e s p o n s i b l e  f o r  p l a n n i n g  a n d  i m p l e m e n t i n g  a  
c o m m e r c i a l  v e h i c l e  s a f e t y  p r o g r a m  m u s t  r e c e i v e  c o n s i s t e n t  a n d  
u n i f o r m  p o l i c y  d i r e c t i o n  f r o m  t h e  A d m i n i s t r a t i o n  a n d  
L e g i s l a t u r e .  W i t h o u t  t h i s  c o m m i t m e n t  a n d  d i r e c t i o n ,  c o n s i s t e n t  
e n f o r c e m e n t  a n d  p u b l i c  p r o t e c t i o n  w i l l  b e  j e o p a r d i z e d .



I N C O N S I S T E N T  S A F E T Y  E N F O R C E M E N T  H A S  R E S U L T E D  I N  D U P L I C A T I O N  O F  
E F F O R T  A ND  A  L O W E R  Q U A L I T Y  O F  S E R V I C E

T h r e e  e n t i t i e s  a r e  r e s p o n s i b l e  f o r  e n f o r c i n g  d i f f e r e n t  b u t  
o v e r l a p p i n g  s a f e t y  f u n c t i o n s  c o n c e r n i n g  t h e  s a m e  v e h i c l e s  a n d  
e s s e n t i a l l y  t h e  s a m e  t e r r i t o r y .  B e c a u s e  f u n c t i o n a l  e n f o r c e m e n t  
r e s p o n s i b i l i t i e s  f o r  t h e  a g e n c i e s  o v e r l a p ,  e n f o r c e m e n t  i s  
s o m e t i m e s  u n c o o r d i n a t e d  a n d  c o n f u s i n g .

F o r  i n s t a n c e ,  b o t h  t h e  A l a s k a  S t a t e  T r o o p e r s  a n d  t h e  A T C  f i e l d  
a g e n t s  i s s u e  c i t a t i o n s  f o r  s a f e t y  v i o l a t i o n s .  T h e r e  i s  
c u r r e n t l y  l i t t l e  o r  n o  c o m m u n i c a t i o n  b e t w e e n  t h e  t w o  a g e n c i e s  
r e g a r d i n g  w h a t  c i t a t i o n s  h a v e  b e e n  i s s u e d  a n d  t o  w h o m .  T h e  A T C  
a n d  A S T  o f f i c e r s  d o  n o t  h a v e  a c c e s s  t o  e a c h  o t h e r ' s  c i t a t i o n  
r e c o r d s  t h r o u g h  a n  i n t e g r a t e d  c o m m u n i c a t i o n s  n e t w o r k .  W h e n  
a s k e d  a b o u t  t h e  p o s s i b l e  d u p l i c a t i o n  o f  e f f o r t s  a n d  t h e  
c o n f u s i o n  i t  c o u l d  c a u s e  ( i f  e a c h  c i t e d  t h e  s a m e  v i o l a t i o n ) , a n
A T C  o f f i c i a l  s t a t e d  t h a t  t h e  A T C  o f f i c e r s  r e l i e d  u p o n  t h e
d r i v e r s  t o  i n f o r m  t h e  t r o o p e r s  o r  t h e  A T C  o f f i c e r s  t h a t  
c i t a t i o n s  h a d  a l r e a d y  b e e n  i s s u e d .

T h e  s i t u a t i o n  i s  f u r t h e r  c o m p l i c a t e d  b e c a u s e  d i f f e r e n t  j u d i c i a l  
p r o c e s s e s  a r e  e m p l o y e d  b y  t h e  t w o  a g e n c i e s  f o r  c i t a t i o n s  o f  t h e  
s a m e  t y p e .  I f  a  d r i v e r  i s  c i t e d  b y  a n  A T C  o f f i c i a l  f o r  f a u l t y  
b r a k e s ,  t h e  c i t a t i o n  w i l l  b e  p r o c e s s e d  t h r o u g h  t h e  
q u a s i - j u d i c i a l  h e a r i n g  p r o c e s s  e m p l o y e d  b y  t h e  A T C .  I f  a  d r i v e r  
i s  c i t e d  b y  a  S t a t e  T r o o p e r  f o r  f a u l t y  b r a k e s ,  t h e  c i t a t i o n  w i l l  
b e  p r o c e s s e d  t h r o u g h  t h e  c o u r t s .  I f  t h e  d r i v e r  h a s  q u e s t i o n s  
a b o u t  t h e  c i t a t i o n  o r  a  p r e p a r a t i o n  f o r  d e f e n s e ,  i t  c a n  b e
c o n f u s i n g  t o  d e t e r m i n e  w h i c h  a g e n c y  a n d  j u d i c i a l  p r o c e e d i n g  w i l l
b e  e m p l o y e d .

C o n c l u s i o n

C o n d u c t i n g  t w o  t y p e s  o f  j u d i c i a l  p r o c e e d i n g s  f o r  t h e  s a m e  
i n f r a c t i o n  m i s l e a d s  a n d  c o n f u s e s  t h e  p u b l i c .  F r o m  a  f i s c a l  
s t a n d p o i n t ,  i t  i s  n o t  c o s t  e f f e c t i v e  f o r  t h e  S t a t e  t o  a d m i n i s t e r  
t w o  j u d i c i a l  p r o c e s s e s  a n d  t o  h a v e  t w o  a g e n c j e s  p e r f o r m  t h e  s a m e  
f u n c t i o n ,  w h e r e  o n e  p r o c e s s  a n d  o n e  a g e n c y  w o u l d  b e  s u f f i c i e n t .



L A C K  OF AN  A D E Q U A T E  I N F O R M A T I O N  SYSTEM, L A C K  OF A D E Q U A T E
T R A I N I N G  AN D  L A C K  O F  E N F O R C E M E N T  S T A N D A R D S  AND P R O C E D U R E S  MAY 
R E S U L T  I N  AN U N N E C E S S A R Y  P U B L I C  R I S K

T h e  a b s e n c e  o f  a  c o m p r e h e n s i v e  c o m m e r c i a l  v e h i c l e  s a f e t y  p r o g r a m  
m a y  i n a d e q u a t e l y  p r o t e c t  t h e  p u b l i c .  I n a d e q u a t e  t r a i n i n g * ,  
i n e f f e c t i v e  s t a n d a r d s  a n d  p r o c e d u r e s ,  a n d  a n  i n a d e q u a t e  
m a n a g e m e n t  i n f o r m a t i o n  s y s t e m  m a y  e x p o s e  t h e  p u b l i c  t o  
u n n c e s s a r y  r i s k .

L a c k  o f  M a n a g e m e n t  I n f o r m a t i o n  S y s t e m

T h e r e  i s  c u r r e n t l y  n o  m a n a g e m e n t  i n f o r m a t i o n  s y s t e m  w h i c h  
p r o v i d e s  s t a t i s t i c a l  d a t a  t o  m e a s u r e  o r  e n h a n c e  t h e  
e f f e c t i v e n e s s  o f  c o m m e r c i a l  v e h i c l e  s a f e t y .  T h e r e  i s  n o  c e n t r a l  
d a t a  b a s e  w h e r e  i n s p e c t i o n  a n d  c i t a t i o n  d a t a  c a n  b e  a n a l y z e d  a n d  
m a n i p u l a t e d  t o  s h o w  p r o b l e m s  w i t h  c a r r i e r s  a n d  v e h i c l e s  o r  
i n c r e a s e s  i n  v i o l a t i o n s .

A l t h o u g h  t h e  A T C  k e e p s  r e c o r d s  o n  t h e  n u m b e r s  a n d  t y p e s  o f  
c i t a t i o n s  i s s u e d ,  i t  d o e s  n o t  d e v e l o p  s t a t i s t i c a l  i n f o r m a t i o n  
d e t a i l i n g  t r e n d s  o r  s p e c i f i c  p r o b l e m s .  F u r t h e r m o r e ,  c i t a t i o n  
i n f o r m a t i o n  c o n c e r n i n g  c o m m e r c i a l  v e h i c l e  s a f e t y  i n f r a c t i o n s  
r e c o r d e d  b y  t h e  A l a s k a  S t a t e  T r o o p e r s  i s  n o t  i n c l u d e d  i n  a n y  o f  
A T C 1 s  r e c o r d s .

W i t h o u t  c o m p r e h e n s i v e  i n f o r m a t i o n  a n d  a d e q u a t e  a n a l y s i s ,  a  
c o m m e r c i a l  v e h i c l e  s a f e t y  p r o g r a m  c a n n o t  b e  a f f e c t i v e l y  p l a n n e d  
a n d  i m p l e m e n t e d .

T h e r e  i s  n o  w a y  t o  e v a l u a t e  c u r r a n t  e n f o r c e m e n t  e f f o r t s  b e c a u s e :

T h e  f u n c t i o n s  a r e  u n d e f i n e d  f r o m  a g e n c y  t o  a g e n c y .  
T h e r e f o r e ,  a c c o u n t a b i l i t y  f o r  f u n c t i o n a l  
r e s p o n s i b i l i t i e s  i n  u n c l e a r .

S t a t i s t i c s  a r e  n o t  m a i n t a i n e d  r e g a r d i n g  r e d u c t i o n  i n  
a c c i d e n t s ,  o r  r e d u c t i o n s  o r  i n c r e a s e s  i n  t r u c k i n g  
v i o l a t i o n s .

L a c k  o f  A d e q u a t e  T r a i n i n g  P r o g r a m

C o m m e r c i a l  v e h i c l e  s a f e t y  e n f o r c e m e n t  i s  a  c o m p l e x  a n d  t e c h n i c a l  
s u b j e c t .  F i e l d  E n f o r c e m e n t  o f f i c e r s  s h o u l d  h a v e  k n o w l e d g e  o f  
b o t h  s . - f e t y  r e g u l a t i o n s  a n d  s a f e t y  i n s p e c t i o n s .  O f f i c e r s  s h o u l d  
h a v e  t h e  a b i l i t y  t o  p r o v i d e  a n s w e r s  t o  f i e l d  i n q u i r i e s  o n  
t e c h n i c a l  m a t t e r s  w h i c h  m i g h t  h a v e  t a k e n  a  v e h i c l e  o u t  o f  
s e r v i c e  f o r  h o u r s  o r  d a y s .  K n o w l e d g e  o f  l a w  e n f o r c e m e n t  
p r o c e d u r e s  n e c e s s a r y  t o  e n s u r e  c o m p e t e n t  a n d  c o m p l e t e  c i t a t i o n  
p r o c e s s i n g  i s  a l s o  i m p o r t a n t .  E v e n  t h o u g h  t h e s e  c r i t e r i a  e x i s t ,  
t h e  A T C  d o e s  n o t  h a v e  a  t r a i n i n g  p r o g r a m  f o r  t h e  f i e l d  
e n f o r c m e n t  o f f i c e r s  c h a r g e d  w i t h  e n f o r c i n g  t e c h n i c a l  r e g u l a t i o n s  
a n d  i n s p e c t i o n s .



A T C  o f f i c e r s  a r e  n o t  r e q u i r e d  t o  r e c e i v e  t h e  a p p r o p r i a t e  s p e c i a l
t r a i n i n g  t o  e n s u r e  t e c h n i c a l  c o m p e t e n c y .  I n  s o m e  c a s e s ,  t h e  A T C
f i e l d  e n f o r c e m e n t  o f f i c e r s  h a v e  l i t t l e  o r  n o  t r a i n i n g  i n  c n e  o r
m o r e  o f  t h e s e  a r e a s  w h e n  t h e y  a r e  h i r e d .  A  b r i e f  p e r i o d  o f
o n - t h e - j o b  t r a i n i n g  i s  p r o v i d e d  b e f o r e  o f f i c e r s  e n f o r c e  t h e s e  
r e g u l a t i o n s .  S u c h  a  p r a c t i c e  d o e s  n o t  e n s u r e  t h a t  t e c h n i c a l  
s a f e t y  r e g u l a t i o n s  a r e  u n i f o r m e r l v  o r  a d e q u a t e l y  e n f o r c e d .  
I n a d e q u a t e  t r a i n i n g  c a n  r e s u l t  i n  i n a d e q u a t e  e n f o r c e m e n t  a n d  
p e r h a p s  m o r e  r i s k  t o  t h e  p u b l i c .

L a c k  o f  E n f o r c e m e n t  S t a n d a r d s  a n d  P r o c e d u r e s

T h e r e  a r e  n o  d o c u m e n t e d  e n f o r c e m e n t  s t a n d a r d s  a n d  p r o c e d u r e s  f o r  
A T C  e n f o r c e m e n t  o f f i c e r s  t o  u s e .  T h e  A T C  h a s  p u b l i s h e d  a  s a f e t y  
m a n u a l  w h i c h  o u t l i n e s  r e g u l a t i o n s  t o  b e  f o l l o w e d  b y  c o m m e r c i a l  
v e h i c l e  o p e r a t o r s ;  h o w e v e r ,  t h e  A T C  h a s  n o t  d e v e l o p e d  s t a n d a r d s  
a n d  p r o c e d u r e s  t o  b e  u s e d  w h e n  c o m m e r c i a l  v e h i c l e s  a r e  
i n s p e c t e d .

F u r t h e r m o r e ,  t h e r e  i s  n c  s y s t e m  t o  e n s u r e  t h a t  a l l  c o m m e r c i a l  
v e h i c l e s  a r e  p e r i o d i c a l l y  i n s p e c t e d  f o r  s a f e t y  c o m p l i a n c e .  
C u r r e n t l y ,  f i e l d  e n f o r c e m e n t  o f f i c e r s  p e r i o d i c a l l y  v i s i t  h i g h w a y  
s c a l e  h o u s e s  a n d  r a n d o m l y  i n s p e c t  l o a d e d  t r u c k s .  H o w e v e r ,  t h e  
t r u c k i n g  i n d u s t r y  o b j e c t e d  t o  t h i s  p r a c t i c e  b e c a u s e  i t  d e l a y s  
l o a d e d  v e h i c l e s .  T r u c k e r s  w o u l d  p r e f e r  t h a t  i n s p e c t i o n s  t a k e  
p l a c e  w h e n  t r u c k s  a r e  n o t  i n  u s e .

T h e  r a n d o m  i n s p e c t i o n s  a t  t h e  s c a l e  h o u s e s  a n d  a t  r o a d s i d e  
l o c a t i o n s  a r e  n o t  a d e q u a t e  t o  e n s u r e  c o m p r e h e n s i v e  c o m m e r c i a l  
v e h i c l e  s a f e t y .  T h e  m e t h o d  c f  i n s p e c t i n g  v e h i c l e s  d o e s  n o t  
e n s u r e  t h a t  a l l  c o m m e r c i a l  v e h i c l e s  w i l l  b e  i n s p e c t e d  u n i f o r m l y  
a n d  c o n s i s t e n t l y  d u r i n g  a  g i v e n  p e r i o d  o r  t i m e .

C o n c l u s i o n

T h e  p u b l i c  m a y  n o t  b e  a d e q u a t e l y  p r o t e c t e d  b y  t h e  S t a t e ' s  
c u r r e n t  c o m m e r c i a l  v e h i c l e  s a f e t y  p r o g r a m .  I n a d e q u a t e  t r a i r i n g  
h a s  r e s u l t e d  i n  a  s y s t e m  w h i c h  d o n s  n o t  e n s u r e  t h a t  e n f o r c e m e n t  
o f f i c e r s  a r e  t e c h n i c a l l y  c o m p e t e n t . .  I n a d e q u a t e  s t a n d a r d s  a n d  
p r o c e d u r e s  h a v e  r e s u l t e d  i n  i n c o n s i s t e n t  t r e a t m e r t  t o w a r d s  t h e  
t r u c k i n g  i n d u s t r y .

T h e  l a c k  o f  a n  e f f e c t i v e  m a n a g e m e n t  i n f o r m a t i o n  s y s t e m  i n h i b i t s  
p l a n n i n g  f o r  a  s a f e t y  p r o g r a m .  T h e  S t a t e  c a n n o t  p l a n  a n  
a d e q u a t e ,  c o m p r e h e n s i v e  c o m m e r c i a l  v e h i c l e  s a f e t y  e n f o r c e m e n t  
p r o g r a m  w i t h o u t  i n f o r m a t i o n  a v a i l a b l e  f r o m  s u c h  a  s y s t e m .



T H E  C U R R E N T  A T C  S A F E T Y  E N F O R C E M E N T  F U N C T I O N  IS U N D E R S T A F F E D

T h e  c o m m e r c i a l  v e h i c l e  s a f e t y  p r o g r a m ,  a s  a d m i n i s t e r e d  b y  t h e  
D e p a r t m e n t  o f  P u b l i c  S a f e t y  f r o m  1 9 7 8 - 8 2 ,  e m p l o y e d  a p p r o x i m a t e l y  
3 8  e m p l o y e e s  w h o  e n f o r c e d  a l l  c o m m e r c i a l  v e h i c l e  s a f e t y  
r e g u l a t i o n s .  T h e  c u r r e n t  A T C  e n f o r c e m e n t  s t a f f  c o n s i s t s  o f  j u s t  
s e v e n  e m p l o y e e s .

I n  a d d i t i o n  t o  e n f o r c i n g  s a f e t y  r e g u l a t i o n s  f o r  c o m m e r c i a l  
v e h i c l e s ,  t h e s e  s e v e n  e n f o r c e m e n t  o f f i c e r s  a r e  c h a r g e d  w i t h  
e n f o r c i n g  e c o n o m i c  r e g u l a t i o n s .  A l l  d u t i e s  a s s o c i a t e d  w i t h  t h a t  
f u n c t i o n ,  i n c l u d i n g  t h e  i s s u a n c e  o f  c i t a t i o n s ,  p r e p a r a t i o n  o f  
c a s e s ,  a n d  a p p e a r a n c e s  a t  h e a r i n g s ,  a r e  t h e  r e s p o n s i b i l i t y  o f  
e n f o r c e m e n t  o f f i c e r s .  T h e  A T C  e s t i m a t e d  t h a t  a p p r o x i m a t e l y  4 0 %  
o f  a l l  e n f o r c e m e n t  d u t i e s  p e r t a i n  t o  t h e  e n f o r c e m e n t  o f  e c o n o m i c  
r e g u l a t i o n s ,  ' " h u s ,  t h e  s t a f f  o f  s e v e n  e n f o r c e m e n t  o f f i c e r s  c a n  
s p e n d  n o  m o r e  t h a n  6 0 %  o f  t h e i r  t i m e  o n  s a f e t y  e n f o r c e m e n t .

I n  Q M B ' s  o p i n i o n ,  t h e  A T C  c a n n o t  d e v e l o p ,  a d m i n i s t e r ,  o r  e n f o r c e  
a n  e f f e c t i v e  c o m m e r c i a l  v e h i c l e  s a f e t y  p r o g r a m  w i t h  i t s  c u r r e n t  
s t a f f .  T h e  p r e s e n t  s t a f f  d o e s  n o t  e v e n  a d e q u a t e l y  e n s u r e  t h a t  a  
c o m m e r c i a l  v e h i c l e  i n s p e c t i o n  p r o g r a m  i s  p r o p e r l y  d e v e l o p e d  a n d  
a d m i n i s t e r e d .

C o n c l u s i o n

T h e  c u r r e n t  e n f o r c e m e n t  o f f i c e r  s t a f f i n g  l e v e l  i n  t h e  A T C  i s  
i n a d e q u a t e ,  g i v e n  i t s  c u r r e n t  s t a t u t o r y  r e s p o n s i b i l i t y  t o  
d e v e l o p  a n d  e n f o r c e  a  c o m m e r c i a l  v e h i c l e  s a f e t y  p r o g r a m .

I f  t h e  A d m i n i s t r a t i o n  a n d  L e g i s l a t u r e  s u p p o r t  O M B ' s  
r e c o m m e n d a t i o n  t o  e c o n o m i c a l l y  d e r e g u l a t e  t h e  a i r  a n d  m o t o r  
c a r r i e r  i n d u s t r i e s ,  t h e  e n f o r c e m e n t  o f f i c e r s  w i l l  h a v e  
s i g n i f i c a n t l y  m o r e  t i m e  t o  d e v o t e  t o  t h e  e x c l u s i v e  e n f o r c e m e n t  
( > a f e t y  r e g u l a t i o n s .  H o w e v e r ,  e v e n  w i t h  e c o n o m i c  
<. _ a g u l a t i o n ,  t h e  e n f o r c e m e n t  s t a f f  w i l l  n e e d  t o  b e  i n c r e a s e d  i f  
t h e  A T C  i s  t o  d e v e l o p  a  c o m p r e h e n s i v e  v e h i c l e  s a f e t y  p r o g r a m .



RECOMMENDATIONS

R e c o m m e n d a t i o n  1 .  T h e  S t a t e  o f  A l a s k a  s h o u l d  c o m b i n e  t h e  
c o m m e r c i a l  v e h i c l e  s a f e t y  e n f o r c e m e n t  f u n c t i o n s  c u r r e n t l y  
p e r f o r m e d  b y  t h e  D e p a r t m e n t  o f  P u b l i c  S a f e t y ,  t h e  D i v i s i o n  o f  
M e a s u r e m e n t  S t a n d a r d s ,  a n d  t h e  A T C .  T h e  f u n c t i o n s  s h o u l d  b e  
c o n s o l i d a t e d  u n d e r  o n e  a g e n c y  c h a r g e d  w i t h  d e v e l o p i n g ,  
a d m i n i s t e r i n g ,  a n d  e n f o r c i n g  a  c o m p r e h e n s i v e  c o m m e r c i a l  v e h i c l e  
s a f e t y  p r o g r a m .

I n  O M B ' s  o p i n i o n ,  t h e  c u r r e n t  d u p l i c a t e d  e f f o r t s  b e t w e e n  t h e  
e n t i t i e s  w o u l d  b e  e l i m i n a t e d  b y  i m p l e m e n t i n g  t h i s  
r e c o m m e n d a t i o n .

R e c o m m e n d a t i o n  2 . A  c i v i l i a n  a g e n c y  i n  t h e  D e p a r t m e n t  o f  P u b l i c  
S a f e t y  c o u l d  a s s u m e  r e s p o n s i b i l i t y  f o r  t h e  c o m m e r c i a l  v e h i c l e  
s a f e t y  p r o g r a m  a n d  a l l  f u n c t i o n s  p e r t a i n i n g  t o  t h a t  p r o g r a m  
c o u l d  b e  t r a n s f e r r e d  t o  t h a t  a g e n c y .  T h e  C o m m a n d e r  o f  t h e  
A l a s k a  S t a t e  T r o o p e r s ,  D e p a r t m e n t  o f  P u b l i c  S a f e t y ,  i s  f a m i l i a r  
w i t h  r e q u i r e m e n t s  a n d  h a s  d e v e l o p e d  a  p r o g r a m  ( t h e  F e d e r a l  
W e i g h i n g  a n d  D e m o n s t r a t i o n  P r o j e c t  f o r  t h e  A S T  i n  1 9 7 9 ) .

I n  0 M 3 1 s  o p i n i o n ,  t h a t  p r o j e c t  r e p r e s e n t e d  t h e  S t a t e ' s  o n l y  
s u c c e s s f u l  a t t e m p t :  t o  d e v e l o p  a  c o m p r e h e n s i v e  c o m m e r c i a l  v e h i c l e  
s a f e t y  p r o g r a m .  W i t h  d i r e c t i o n  r c m  t h e  D e p a r t m e n t  o f  P u b l i c  
S a f e t y ,  t h e  p r o g r a m  c o u l d  o n c e  a g a i n  b e c o m e  e f f e c t i v e  a n d  
e f f i c i e n t .  T h e  C o m m i s s i o n e r  o f  P u b l i c  S a f e t y  a g r e e s .

T h e  A l a s k a  S t a t e  T r o o p e r s  a r e  c h a r g e d  w i t h  e n f o r c e m e n t  o f  a l l  
h i g h w a y  s a f e t y .  T h e  A T C  a n d  t h e  D i v i s i o n  o f  M e a s u r e m e n t  
S t a n d a r d s  d u p l i c a t e  t h a t  e f f o r t  b y  e n f o r c i n g  s e g m e n t s  o f  h i g h w a y  
s a f e t y — t h o s e  w h i c h  a p p l y  t o  c o m m e r c i a l  v e h i c l e  s a f e t y .  M o r e  
c o s t  e f f i c i e n t  e c o n o m i e s  o f  s c a l e  c o u l d  b e  a c c o m p l i s h e d  b y  
c o m b i n i n g  a l l  h i g h w a y  s a f e t y  e n f o r c e m e n t  f u n c t i o n s  u n d e r  o n e  
d e p a r t m e n t .

I n  O M B ' s  o p i n i o n ,  P u b l i c  S a f e t y  i s  t h e  l o g i c a l  a g e n c y  t o  a s s u m e  
c o m m e r c i a l  v e h i c l e  s a f e t y  r e s p o n s i b i l i t i e s .  T h e r e  a r e  c u r r e n t l y  
s e v e r a l  S t a t e  T r o o p e r s  t r a i n e d  i n  c o m m e r c i a l  v e h i c l e  s a f e t y  
e n f o r c e m e n t s  u n d e r  t h e  f e d e r a l l y - s p o n s o r e d  p r o g r a m .

R e c o m m e n d a t i o n  3 . OMB r e c o m m e n d s  t h a t  a  T r a n s p o r a t i o n  S a f e t y  
T a s ; c  F o r c e  b e  e s t a b l i s h e d  t o  d e v e l o p  a  c o m p r e h e n s i v e  c o m m e r c i a l  
v e h i c l e  s a f e t y  p r o g r a m .  T h e  t a s k  f o r c e  s h o u l d  a l s o  i n c l u d e  A T C  
m a n a g e m e n t ;  r e p r e s e n t a t i v e s  f r o m  t h e  t r a n s p o r t a t i o n  i n d u s t r y ;  
p e r s o n n e l  f r o m  D i v i s i o n  o f  M e a s u r e m e n t  S t a n d a r d s ,  D e p a r t m e n t  o f  
T r a n s p o r t a t i o n  a n d  P u b l i c  F a c i l i t i e s  a n d  D e p a r t m e n t  o f  P u b l i c  
S a f e t y ;  r e p r e s e n t a t i v e s  o f  l o c a l  a n d  m u n i c i p a l  a g e n c i e s  i n v o l v e d  
i n  c o m m e r c i a l  v e h i c l e  s a f e t y  e n f o r c e m e n t ,  a n d  G o v e r n o r ' s  o f f i c e  
r e p r e s e n t a t i v e s .

T h e  p l a n  s h o u l d  i n c l u d e  t h e  f o l l o w i n g :



A .  G o a l s ,  o b j e c t i v e s ,  s t a n d a r d s  a n d  p r o c e d u r e s  s o  t h a t  a  
c l e a r ,  c o n c i s e  d e f i n i t i o n  a n d  i m p l e m e n t a t i o n  o f  
c o m m e r c i a l  v e h i c l e  s a f e t y  c a n  b e  a c c o m p l i s h e d .

3 .  A  m a n d a t o r y  ( s t i c k e r )  i n s p e c t i o n  p r o g r a m  s h o u l d  b e  
d e v e l o p e d  a s  p a r t  o f  t h e  c o m m e r c i a l  v e h i c l e  s a f e t y  
p r o g r a m .  M a n d a t o r y  i n s p e c t i o n s  w o u l d  e n s u r e  t h a t ' a l l  
c o m m e r c i a l  v e h i c l e s  a r e  p e r i o d i c a l l y  i n s p e c t e d .

O MB  b e l i e v e s  t h a t  a  m a n d a t o r y  p r o g r a m  c o u l d  a l s o  b e  a n  
e f f i c i e n t  p r o g r a m ,  o n e  w h i c h  w o u l d  e n h a n c e  p u b l i c  
p r o t e c t i o n .  B y  c h a r g i n g  f o r  t h e  i n s p e c t i o n s  t h e  s t a t e  
c o u l d  r e c o v e r  t h e  c o s t s  a s s o c i a t e d  w i t h  t h e  p r o g r a m .  
T h e  p r o g r a m  m i g h t  e v e n t u a l l y  b e n e f i t  t h e  t r u c k i n g  
i n d u s t r y  b y  r e d u c i n g  r i s k s  a n d  t h e r e f o r e  r e d u c i n g  
i n s u r a n c e  p r e m i u m s .

0 M 3  s u g g e s t s  t h a t  t h e  f o l l o w i n g  p *  t_ g  i  a n .  g u i d e l i n e s  b e  
c o n s i d e r e d  w h e n  t h e  s t r u c t u r e  o f  t h e  m a n d a t o r y  s t i c k e r  
p r o g r a m  i s  b e i n g  d e v e l o p e d :

1 .  I n s p e c t i o n s  s h o u l d  b e  p e r f o r m e d  o n  a l l  
c o m m e r c i a l  v e h i c l e s  e v e r y  s i x  m o n t h s .

2 .  A  c o s t  s t u d y  s h o u l d  b e  p e r f o r m e d  t o  
d e t e r m i n e  t h e  p r o g r a m  c o s t s .  T h i s  d a t a  w i l l  
b e  u s e d  t o  e s t a b l i s h  t h e  f e e  c h a r g e d  f o r  t h e  
i n s p e c t i o n s ;  t h e  f e e  o f  t h e  i n s p e c t i o n  c o u l d  
b e  a  p r o r a t e d  p r o g r a m  c o s t  o r  m o r e .

C .  A  c o n s u m e r  a f f a i r s  f u n c t i o n  s h o u l d  b e  e s t a b l i s h e d  a s  
p a r t  o f  t h e  c o m m e r c i a l  v e h i c l e  s a f e t y  p r o g r a m .  T h i s  
f u n c t i o n  w o u l d  p l a n  m e c n a n i s m s  t o  d e a l  w i t h  t h e  
p u b l i c .

D .  A  t r a n s p o r t a t i o n  l i a i s o n  f u n c t i o n  s h o u l d  b e  
e s t a b l i s h e d  a s  p a r t  o f  t h e  c o m m e r c i a l  v e h i c l e  p r o g r a m .  
I t  i s  i m p o r t a n t  t h a t  c o m m e r c i a l  v e h i c l e  s a f e t y  i s s u e s  
i n c l u d e  p a r t i c i p a t i o n  b y  t h e  t r a n s p o r t a t i o n  i n d u s t r y .  
C o o p e r a t i o n  b e t w e e n  t h e  i n d u s t r y  a n d  t h e  S t a t e  w i l l  
m a k e  t h e  p r o g r a m  m o r e  s u c c e s s f u l  a n d  e f f e c t i v e .

E .  A  l i a i s o n  f u n c t i o n  f o r  m u n i c i p a l ,  l o c a l ,  a n d  f e d e r a l  
p a r t i c i p a t i o n  s h o u l d  b e  e s t a b l i s h e d  s i n c e  t h o s e  
a g e n c i e s  a l s o  p a r t i c i p a t e  i n  l o c a l  s a f e t y  e n f o r c e m e n t .

R e c o m m e n d a t i o n  4 .  F o l l o w i n g  t h e  d e v e l o p m e n t  o f  a  c o m p r e h e n s i v e  
c o m m e r c i a l  v e n i c l e  s a f e t y  p l a n ,  O MB  r e c o m m e n d s  t h a t  t h e  t a s k  
f o r c e  i d e n t i f y  m a n p o w e r  r e q u i r e m e n t s ,  e s t i m a t e d  p r o g r a m  c o s t s  
a n d  t h e  f u n d i n g  s o u r c e s  f o r  i m p l e m e n t i n g  t h e  p r o p o s e d  p r o g r a m .  
T h i s  a n a l y s i s  s h o u l d  i n c l u d e  t h e  p o s s i b l e  t r a n s f e r r e d  f u n c t i o n s  
a n d  f u n d s  f r o m  o t h e r  a g e n c i e s .



R e c o m m e n d a t i o n  5 .  T h e  c o m m e r c i a l  v e h i c l e  s a f e t y  p l a n ,  i n c l u d i n g  
m a n p o w e r  a n d  f u n d i n g  r e q u i r e m e n t s ,  s h o u l d  b e  s u b m i t t e d  t o  t h e  
A d m i n i s t r a t i o n  a n d  L e g i s l a t u r e  t h i s  y e a r .

R e c o m m e n d a t i o n  6 . F o l l o w i n g  t h e  d e v e l o p m e n t  o f  a  c o m p r e h e n s i v e  
c o m m e r c i a l  v e h i c l e  s a f e t y  p l a n ,  O MB  r e c o m m e n d s  t h a t  t h e  t a s k  
f o r c e  p r o p o s e  r e v i s e d  l e g i s l a t i o n  a n d  r e g u l a t i o n s  f o r  t h e  
A d m i n i s t r a t i o n  a n d  L e g i s l a t u r e  t o  c o n s i d e r .
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. e s / u u v e - c u u L  , if  L  4 -  C  a d d e d  i s  i n
\ ] e B Y  T H E  L A B O R  A N D  

0  C ( J    * C O M M E R C E  C O M M I T T E E» I N  T H E  S E N A T E

2 C S  F O R  S E N A T E  B I L L  N O .  4 9 6  ( L & C )

3  I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

4 T H I R T E E N T H  L E G I S L A T U R E  -  S E C O N D  S E S S I O N

5 A  B I L L

6 F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  t o  c o m m e r c i a l  f i s h i n g  l o a n s ;  a n d

7 p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

8 B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

9 *  S e c t i o n  1 .  A S  1 6 . 1 0 . 3 1 0 ( a )  i s  a m e n d e d  t o  r e a d :

( a )  T h e  d e p a r t m e n t  m a y

11 ( 1 )  m a k e  l o a n s  t o

2 ( A )  i n d i v i d u a l  c o m m e r c i a l  f i s h e r m e n  w h o  h a v e  b e e n

s t a t e  r e s i d e n t s  f o r  a  c o n t i n u o u s  p e r i o d  o f  t w o  y e a r s  i m m e d i a t e l y  

p r e c e d i n g  t h e  d a t e  o f  a p p l i c a t i o n  f o r  a  l o a n  u n d e r  A S  1 6 . 1 0 . 3 0 0  -
i*

1 6 . 1 0 . 3 7 0  a n d  h a v e  h a d  a  c r e w m e m b e r  o r  c o m m e r c i a l  f i s h i n g  l i c e n s e  

u n d e r  A S  1 6 . 0 5 . ABO o r  a  p e r m i t  u n d e r  A S  1 6 . 4 3  f o r  t h e  y e a r  i m m e ­

d i a t e l y  p r e c e d i n g  t h e  d a t e  o f  a p p l i c a t i o n  a n d  a n y  o t h e r  t w o  o f  

t h e  p a s t  f i v e  y e a r s ,  a n d  w h o  a c t i v e l y  p a r t i c i p a t e d  i n  t h e  f i s h e r y  

d u r i n g  t h o s e  p e r i o d s ,  f o r  t h e  p u r c h a s e  o f  e n t r y  p e r m i t s ;

( B )  a n  i n d i v i d u a l  w h o  h a s  b e e n  a  s t a t e  r e s i d e n t  f o r  a  

c o n t i n u o u s  p e r i o d  o f  t w o  y e a r s  i m m e d i a t e l y  p r e c e d i n g  t h e  d a t e  o f  

a p p l i c a t i o n  f o r  a  l o a n  u n d e r  A S  1 6 . 1 0 . 3 0 0  -  1 6 . 1 0 . 3 7 0 ,  w h o  ( i )  

b e c a u s e  o f  l a c k  o f  t r a i n i n g  o r  l a c k  o f  e m p l o y m e n t  o p p o r t u n i t i e s  

i n  t h e  a r e a  o f  r e s i d e n c e  d o e s  n o t  h a v e  o c c u p a t i o n a l  o p p o r t u n i t i e s  

a v a i l a b l e  o t h e r  t h a n  c o m m e r c i a l  f i s h i n g ;  o r  ( i i )  i s  e c o n o m i c a l l y  

d e p e n d e n t  o n  c o m m e r c i a l  f i s h i n g  f o r  a  l i v e l i h o o d  a n d  f o r  w h o m  

c o m m e r c i a l  f i s h i n g  h a s  b e e n  a  t r a d i t i o n a l  w a y  o t  l i f e  f o r  t h e  

i n d i v i d u a l  i n  A l a s k a ^  [ , ]  f o r  t h e  r e p a i r ,  r e s t o r a t i o n  o r  u p g r a d ­

i n g  o f  e x i s t i n g  v e s s e l s  a n d  g e a r ,  f o r  t h e  p u r c h a s e  o f  e n t r y

- 1 -  C S S B  4 9 6 ( L & C )


