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(House, No. 5311 of 1981)

Ordered,
That the Legislative Research Council be directed to un-

dertake an investigation and study relative to the practice of “time
sharing” whereby for an initial investment and annual maintenance fee
individual persons or firms purchase a limited interest in resort and
recreational real property. Said Council shall report the results of its
study by filinga copy thereof with the Clerk of the House of Represent-
atives on or before the last Wednesday of January in the year nineteen
hundred and eighty-two.

A dopted:
By the House of Representatives, February 5, 1981.
By the Senate, in concurrence, February 9, 1981.

Ordered, That the General Court be authorized to accept a report of
the Legislative Research Council (under the provisions of House order
No. 5311 of 1981) relative to “time sharing” concerning limited invest-
ments of persons or firms in resort and recreational property, which
was due January 27 in the current year.
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ORDER AUTHORIZING STUDY

Adopted:
By the House ofRepresentatives, October 6. 1982.
By the Senate, in concurrence, October 7, 1982.
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To the Honorable Senate and House of Representatives:

LADIES AND GENTLEMEN: Under the provisions of House,
No. 531 I of 1981, the Legislative Research Council submitted a report
prepared by the Legislative Research Bureau relative to the “Time
Sharing” concept of limited investments by persons or firms in resorts
or recreational property.

The Legislative Research Bureau is restricted by statute to “statisti-
cal research and fact finding.” Hence, this report contains only factual
material without recommendations or legislative proposals by the
Bureau. It does not necessarily reflect the opinions of the undersigned
members of the Legislative Research Council.

Respectfully submitted.

Sen. ANNA P. BUCKLEY of Plymouth, Chairperson
Rep. MICHAEL J. LOMBARDI of Cambridge, House Chairman
Sen. JOSEPH B. WALSH of Suffolk
Sen. JOHN F. PARKER of Bristol
Sen. ROBERT A. HALL of Worcester
Rep. WILLIAM J. FLYNN of Hanover
Rep. WILLIAM P. NAGLE, Jr. of Northampton
Rep. ROBERT D. McNEIL of Leicester
Rep. IRIS K. HOLLAND of Longmeadow
Rep. SHERMAN W. SAI.TMARSH, Jr. of Winchester
Rep. BRUCE N, FREEMAN of Chelmsford
Rep. CHARLES N. DECAS of Wareham
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To the Members of the Legislative Research Council:

LADIES AND GENTLEMEN: House No. 5311 of 1981, reprinted
on the inside of the front cover, directed the Legislative Research
Council to investigate and study the concept of “time sharing,”a recent
innovation in the acquisition, ownership and use of resort and recrea-
tional property for vacation purposes.

The Legislative Research Bureau submits herewith such a report. Its
scope and content have been determined by statutory provisions which
limit Bureau output to factual reports without recommendations. The
preparation of this report was the primary responsibility of Anthony
L. Ventresca of the Bureau staff.

Respectfully submitted.

DANIEL M. O’SULLIVAN, Director,
Legislative Research Bureau

LETTER OF TRANSMITTAL TO THE
LEGISLATIVE RESEARCH COUNCIL
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“Time sharing” is an industry phrase used to describe a real estate
concept borrowed from Europe. Under the concept, as many as 50
owners can hold title to one apartment. In an average time sharing
development (50 apartments), the number of title holders can reach
2,500. The complexity of the time sharing phenomenon is further
illustrated by the many variations of European time sharing which are
in vogue today. One example is the “condominium” concept, in which
the buyer purchases a fee ownership for a specific time period, such as
the 25th and 26th weeks of the year. The timeshare owner can mortgage
it, transfer the title by a will, insure the interest or sell it at a profit or
loss. Another approach is the “right to use” concept. No deed is given
here, but the buyer has the right to use the space for a specific number
of years, after which all rights cease. Under these particular concepts,
the buyer/user also pays an annual maintenance fee for upkeep.

In the United States, time sharing is a booming market, with sales of
$1.5 billion expected for 1982, up from $1.3 billion in 1981. More than
300,000 American families now own, lease or rent time share units.
According to industry sources, there are three main reasons for the
boom in time sharing activity: (1) the explosion of interest rates
accompanied by a shrinkage of mortgage money for traditional vaca-
tion property; (2) the increased cost for rooms, food, and recreation
not provided by a hotel or motel; and (3) the desire by many “vacation”
customers for a better life style.

Time Share Consumer Profile. According to a recent industry-
sponsored study on time share purchasers, the average vacationer
spent a total of $507 per stay at a resort. The survey reported that
67.6% of the 10,000 people polled financed their purchases with a
15.7% down payment with a payback period of six years. The study
suggests that the average purchaser is more affluent and better educat-
ed than the population as a whole. The median income of those
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surveyed was $33,500, compared to the U.S. median household in-
come, in 1980, of $16,000. The average age of the head of household in
time share families was 45.4 years and 89.4% are married. Of all those
surveyed, 86.3% said they were satisfied with their purchase and about
40% said they would consider purchasing additional time.

Marketing Time Sharing. The basic marketing approach to time
sharing is to meet the needs and desires of vacationers in relation to
cost and life style.

Another major feature and, according to the time sharing industry, a
marketing tool which broadens the appeal to time sharing is the
addition of “trading networks.” Trading networks are systems by
which an owner of a time share unit is matched up with other owners at
different resorts who desire to temporarily visit areas other than those
in which their units are located.

Sales Abuses. Although the time share industry paints a rosy pic-
ture of happy buyers who are above the national average in almost
every category including intelligence, there are some developers who
attempt to relieve the purchaser of his money with little regard for
moral or ethical considerations.

In one such situation, a Federal Trade Commission inspector dis-
covered that prospects who visited a project in hopes of making a
purchase were told that they couldn’t consult an attorney before
signing a sales contract. Moreover, they were promised a free week if
they purchased immediately and that they would be reimbursed for the
first trip to the resort. None of these statements was true.

Investigations have also revealed the use of high pressure sales
tactics, among them the use of several salesmen or staffers to confront
the prospective purchaser at the same time.

To protect the purchaser against deceptive advertising and selling
methods, the Resort Time Sharing Council has published a listing of
specific guidelines.

Generally, financing for the construction or development of time
share facilities and the individual purchase of time share units is not
promising because of high interest rates and the scarcity of mortgage
money. Beyond these factors, Massachusetts bankers have two main

Time Sharing in Massachusetts
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concerns which cause them to be reluctant in lending mortgage money
for time share purchases of estates or leases. The first concern is that
time sharing is not specifically defined by Massachusetts statutes.
Loaning money in circumstances where no statute or regulations exist
which allow for the recovery of such money by way of a lien on assets,
in this case real property in the form of time share units, could create
very difficult legal circumstances for lending agencies. Personal loans
for time share unit purchases may be recovered because the loan is
made to the individual through a personal security agreement rather
than for an undefined real property estate. A loan officer of the state's
largest commercial bank estimates that his institution has advanced
about $4 million in personal loans for time share purchasers, particu-
larly for units in out-of-state facilities.

The second concern is that some time shares in Massachusetts are
not clearly structured. Some time share units are within a building
which is licensed as a hotel/motel and, as such, are subject to different
statutes than are real property estates. For example, a time share unit
purchased with funds from one bank may be located in a motel on
which another bank holds a mortgage. If the bank which holds the
original mortgage forecloses on the property, questions arise as to the
other bank's investment in the mortgage to the owner of the time share
unit and which bank is entitled to lien and then dispose of the time
share unit in order to recover the investment.

While the Commonwealth does not specifically regulate time shar-
ing as such, the Board of Registration of Real Estate Brokers and
Salesmen oversees the activities of both in-state and out-of-state vend-
ors of time sharing. Board officials maintain that the board's general
statutory power to regulate sales of interests in real property in the
state is sufficient to extend its jurisdiction to time share facilities
located in the Commonwealth. In respect to time share units in other
states, the board relies on its specific power granted by statute to
regulate the promotional sale of out-of-state property. According to
the industry’s national directory, there are approximately 143 time
share units, either operating or under construction, at four main
resorts in the Commonwealth. Many more time share units do exist,
but they are generally located within motels, guest houses and small
hotels which market time shares as well as traditional motel/hotel
rental plans.
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To date, approximately 150 out-of-state time sharing companies
have registered with the board for the promotional sale of time share
units. So far no complaints concerning deceptive sales practices or
other irregularities have been lodged by time share purchasers with
regard to out-of-state sales. However, several complaints concerning
in-state time share sales are currently being investigated by the board's
staff.

Since time sharing was introduced in the continental United States
in the late I%o’s, state government officials have tried to define
whether they are real estate transactions, securities or something else.
In light of those difficulties, attempts are being made to provide some
uniformity in state laws with regard to timesharing. Although a model
law suggested by the National Conference of Commissioners on Uni-
form State Laws in 1980 has not been accepted in any state, a Model
Time Share Ownership Act proposed by the American Land Develop-
ment Association has been adopted, at least in part, by a handful of
states.

Currently, only one or two states at best regulate the sale of time
shares through their Securities statutes (“Blue Sky” laws) on the basis
that the time sharing purchase agreement is an “investment contract.”
Another large block, mostly mid-westernstates, have opted for control
through existing real property statutes such as Land Sales Full Disclo-
sure Acts and Subdivision Acts. Lastly, some jurisdictions apply con-
dominium law provisions to timesharing and a small number of states
regulate such activity through business regulation statutes.

Other States ’ Regulation
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