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FACT SHEET

THE WORLDWIDE VACATION OWNERSHIP INDUSTRY IS THE FASTEST
GROWING SEGMENT OF THE TRAVEL AND TOURISM INDUSTRY
GLOBAL SALES VOLUME IN 1997 WAS 36 BILLION

THERE ARE OVER 1,200 RESORTS IN THE USA REPRESENTING 64,300
UNITS AND CLOSE TO 5,000 RESORTS WORLDWIDE

THE AVERAGE VACATION OWNERSHEP UNIT SELLS FOR $10,500 AND
FEATURES TWO BEDROOMS

TIMESHARE’S CONTRIBUTION TO THE U.S. ANNUAL ECONOMY:
$18 BILLION

TIMESHARE VACATIONERS EXCHANGING INTO WISCONSIN CONTRIBUTED

. APPROXIMATELY $13.7. BILLION TO: THE WISCONSIN RESORT

COMMUNITIES IN- 1996, SINCE THEN, THIS FIGURE CONTINUES TO GROW.
38,874 TIMESHARE OWNERS RESIDE IN WISCONSIN

APPRGmiATELY 20, 090 INDEVIDUALS OWN TIMESHARE WEEKS IN
WISCONSIN

IN 1996 APPROXIMATELY 12,105 FAMILIES EXCHANGED INTO WISCONSIN

TIMESHARE OWNERS EXCHANGING INTO WISCONSIN SPEND
APPROXIMATELY $1,130 PER WEEK IN THE LOCAL AREA AT RESTAURANTS
AND BARS, RENTAL CARS AND GASOLINE, GROCERIES, ENTERTAINMENT
AND SPORTS, SHOPPING, ADMISSIONS TO MUSEUMS, MOVIES, TOURS,
STATE PARKS, ETC.

THE TIMESHARE INDUSTRY IS A THREE BILLION DOLLAR A YEAR
BUSINESS IN THE UNITED STATES. WISCONSIN IS A FACTOR IN
CONTRIBUTING TO THIS SUCCESS



FACT SHEET

THE TIMESHARE INDUSTRY SERVES A IMPORTANT SEGMENT OF
THE VACATION INDUSTRY BY OFFERING A VACATION EXPERIENCE
TO THOSE WHO WANT TO BUY WEEKS WHICH THEY INTEND TO
USE, AS OPPOSED TO SOMEONE WHO CAN AFFORD TO BUY A
WHOLE OWNERSHIP CONDOMINIUM OR VACATION PROPERTY.

TIMESHARE WEEKS ARE DEFINED IN THE WISCONSIN STATUTES BY
THE WISCONSIN LEGISLATURE AS REAL ESTATE (707.03)

TIMESHARE INTREST IS WHERE A SPECIFIC WEEK IS DEEDED TO
AN INDIVIDUAL. THIS IS NO DIFFERENT THAN A CONDOMINIUM.
ALL IT 1S, IS A CONDOMINIUM DIVIDED INTO A SMALLER

FRACTION. JUST LIKE CONDOMINIUM OWNERS SHARE COMMON

e AREAS ‘IN THE B{}ILDING AND REAL ESTATE: OUTSIDE THE

" BUILDING, SO TIMESHARE OWNERS SHARE TIMESHARE BUILDINGS

SALES TAX ON TIMESHARE WEEKS IS DOUBLE TAXATION.
WISCONSIN STATUTES CLEARLY DEFINES TIMESHARE AS REAL
ESTATE. THEREFORE, IT CANNOT BE SUBJECT TO SALES TAX AS
PERSONAL PROPERTY.

THE FEDERAL GOVERNMENT HAS DEFINED TIMESHARE INTRESTS
AS REAL PROPERTY. FOR TAX PURPOSES TIMESHARE IS
RECOGNIZED AS THE EQUIVALENT OF ALL OTHER VACATION OR
SECOND HOME PROPERTIES UNDER THE FEDERAL TAX LAWS. IRS.
REGULATION 24 CFR 1.163-10T(P)(6).
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By STEVEN WALTERS
Sentinal Madison Bureau
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Madlson -~ Tourlsm was &
£5.58 bitllon Wlsconsin industry
Iu 1993, with §1 of every §5
spent In Milweukee County, ac-
cording to a study Gov. Tommy
G. Thompson was (o release Maon-
day.

Statewlde, Wisconsin tourism
grew by 2,8% last year, despite
Misstssippl River {looding that
scaked the economles of live
couniles along the river, the re-
port sald.

Five ficoded counties zlong the
Atssissippt River — Crawlodd,
Plerce, 5t Crofx, Trempeslean
ang Bufialo ~ jost tourist spend-
ing. Tourlsm gains io La Cromse
snd Grant counliss were tess than
the statewlda average. -

Sute Fourlgm Directer Rich-
ard Speros said jood {ail weather

‘helped mavy communities “re-
-pound from hesv

spring raing
snd early summer [looding.”

‘the report aaid tourlsm sup-
ported 147,383 full-time Wiscon-
sin jobs last year, 2 1% decline
Howaver; the $2.94 billon those
workers were pald was up about
219,
© A the $5.48 billien, spending
at hotels, matels and resorts to-
tabed $2.91 nilllen. About 55% of
rodrists &l those sites were lrom
Wisconsin: 43% Hved cutside the
state.

The peak summper months -
June, July apd Auguyt — Tre-
roained the most popular lor tour-
{sm, foliowed by Szntember
through December.

Of the 35.58 billion, 4% was
tpent o the three summer
months.

_Overadl, Thompson sald the re-

rt proved that the state’s {our-
i fndustry s 2 woridwide al-
waction,

“The {riendiiness, hospitallty,
hard work and guafity of our
tourism industty his made Wis
consin the Midwest's premier va-
cation destination,” the governor
vald,

“We're aiso luring more and
mate peopie from around the na-
tion and werld.”

Thompson was to 1elesse the
fatest study on lourism In a State
Caplio} ceremony Monday, the
start of Natlonal Tourism Week,

The study was compifed by a
Maine consulting [, Devidson.
Prierson- Atsociates, hased on

sm br

‘Fconomic impact of tourism

A
\\.{

1397 Incoms fiom

and numbaer al full-tima suivalan
jobs ereated hy lougsm.
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on into state

port called the drop in the num:
ber of campground sites “seri-
ous.”

Other conclusions of the repost
were:

B Tourists paid Y6206 m n
in stare taxes. snd local govern:
ments collected §119.3 milijon,
tneluding local ssles taxes and
jocal property Laxes paid by tour-
i businesses.

# Hotels. molely and resorty
had an average oteupaacy rate of
539, lust year, charged a0 aver.
3ge of §57.37 tor & double room,
end hosted partles that sveraged
1.8 vistiors who stayed two days.

About 1% of those vishilng
these {acilities were on business
trips. 199 were on perschal va.
catlons and 17T9% were 1t mzet-
Ings or conventions

B Gwnery of tourlst cahlos,
cottages and gondominivms re-
ported s average pcocupaney rale
of 529 last year, charged an
average ¢of S7TLID per unit, and
saw pariles that sveraged 3%
people wha stayed 4.5 davs

A majority of visitors to tour-
fsmne cabins, ontlages and condg.
miniums Hived outside Wisconsin,
and 95% of them were on per-
sonal vacations,

B Owoers o campgrounds
were 299 filled an average last
ytar, charged an average of
$11.57 per camp site. taw partles
that averaged 3.3 people who
stayed 1.6 days,

Twirout af every three visitors
o Wisconsin campgrounds iast
year Hved In the state, the repore
added.

statewlde surveys and telephone
fmterviews with business spera-
{ors, :
The 1993 raport also estimatsd
tourism spending’ by counly,
Oversll, 56 counties saw gaing
last yerr, whils wougism spending
dropped in the 16 other countles.

But only 10 countits got 51%
of all tourlsm spending statewlde,
the report said.

These 10 ¢ounties, whar the
report zald tourists spent in 1983
snd the one-year change, were:

Milwaukee, §1.1-billion, 2.2%: .
CDanel AT 4 wilon: AN Wany

k#sha, $117.5 mitllon, 3.1%;
Brown, $208.1 miliion. 2.6'%)
Sauk. $207.93 million, 1.5%: Door, -
$159.5 milllon, cfq-2.4%: Ous

“gamis, $150.2 miltlon, 11.6%;-

Walworth, §145.9 milllon.
~—0.4%: Columbia. $1313.1 mil- .
ften, —0.3%: Rock. $3131.9 mik
ton. 4.3%. B
Fond du Lac County led the
state In incrzased towrism spends
fug, with a 28,97, ont-yeay jump,
the Teport sald. The report gave
no explanation tor the change, -

Tourists spent $100.8 million”
in Fond du Lac County fn 19930

Tourism spending . in another

Bansow g aidre

county In the same reglon, She-
boygam. {ell the most i & yesr:
8.4%%,, to 5944 militon. Ho expla-

< matlon was given for the drop

Figures in the report say camp-
ground owners may have beea
huet the most by record Missis-
sippi River Hoods last year.

For example, tofal campground
shies available fell by 2% fast
“year, from 9.1 mifilon nights to
8.7 million.

When polléd, campground
owaners listed poeor weather,
Hoods and publicly ibout bad

Cweather as reasons lor the drop

fBut, st another point. the re-

¥

* Bobby Yot

fchode
1 begties
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This brochure has been prepared to help consumers
understand the various vacarion ownership {timeshar-
ing) products and their benefits, what to expect during
a sales presentation, and how to make an informed
purchase decision. It has been created by the

, American Resort Development Association (ARDAY),
the professional trade association which represents over
850 members of the resort and vacation ownership
industry from around the world.

THE GROWTH OF AN
INDUSTRY

From its beginnings in the French Alps in the late
1960s, vacation ownership has become the fastest-
growing segment of the U.S. travel and tourism
industry, increasing in popularity at the rate of nearly
16 percent each year since 1993

Today, more than three mittion households own
vacation intervals at nearly 4,500 resorts located in 81
countries. Vacationers around the world are turning to
vacarion ownership resorts as their preferred travel
destination, with timeshare owners hailing from 174
countries. North America remains the global leader
with nearly half of all the resorts and approximately
two million owners. Europe is the second most domi-
nant region for vacation ownership, with approximately
22 percent of owners worldwide and more than 1,000
resorts. Timeshare resorts are found across the globe in
popular vacation areas near beaches, rivers and lakes,
mountains and even major cities.

which offer the

By locking in the purchase price of accommodations,
vacation ownership helps to assure future vacarions at
roday’s prices at luxurious resorts with amenities, service
and ambiance that rival any of the world's top-rated
vacation destinations. Through vacation exchange
programs, timeshare owners can travel to other popular
destinations e
around the world.
With unparalleled
flexibility and
fully-equipped
accommodations

best in holiday
luxury, vacation
ownership puts
consumers in the
driver's seat,
allowing vacation-
ers to plan and
enjuy vacations
which suir their
lifestyle.

Timeshare resort developers today include many of the
world's leading hoteliers, publicly held corporations
and independent companies. Properties that combine
vacation ownership resorts with hortels, the increasingly
popular urban vacation ownership resort in major
citles, adventure resorts, and gaming resorts are among
the emerging timeshare trends.

The reasons for purchasing most frequently cited by cur-
rent timeshare owners are the high standards of quality
accommodations and service at the resorts at which




they own and exchange, followed by the flexibility
offered through the vacation exchange opportunities
and the cost effectiveness of vacarion ownership.

Nearly one-third of vacation owners purchase addition-
al intervals after experiencing ownership. This trend is
even stronger among long-time oWners; 41.2 percent of
those whio have owned eight years or longer have
purchased wdditional intervals within that time.

WHAT IS VACATION
OWNERSHIP?

Vacation ownership offers consumers the opportunity
ro puschase fully-furnished vacation accommodations
LR sold ina
variety of
“forms, such as
L weekly inter-
vals and
points-based

_systems, for
only a percent-
| age of the cost
" of full owner-
ship. Fora
one-fime
| purchase price
and payment
of a yearly
maingenance
fee, purchasers
own their
vacation either
in perpetuity or for a predetermin&d number of years.
Owners share both the use and the costs of upkeep of
their unic and the common grounds of the resort property:

Vacation ownership purchases are rypically financed by
consumer loans of five to ten years, with terms depen-
dent upon the purchase price and the amount of the

buyer's down payment.

+

o VACAT RO
YW MNERSHIY WO RKS:

Each condominium, oOf unit, of a vacation ownership

resort is divided into intervals, either by the week or

points equivalent, which are sold separately. The

condominiums are priced according to a variety of

factors, including size of the unit, resort amenities,

lacation, and season.

Wich rimeshare, owning your vacation is considered

a major benefit. Once a majority of other pre-set
percentage is sold to vacation owners, the management
of the resort'is usually tumed over to a Resort Property
Owners Association (POA) or Homeownets h
Assaciation {(HOA). The vacation owners in turn
elect officers and take control of expenses, upkeep and
the future of their resort property, including the
selection of a management company:




WHAT ARE MAINTENANCE FEES?

Yearly maintenance fees are fees paid each yearto a
HOA for the maintenance of the resort. Just like
taking care of a home, resort maintenance fees help
maintain the quality and future value of the resort
property. In a vacation ownership resort, maintenance
costs are shared by all owners. They pay for on-site
management, unit upkeep and refurbishing, utilities
and mainte nance’ of she TesOrL’'s common areas and
o amenities, such as
' pools, tennis courts and
golf courses. Just like
“residential condomini-
Cum owners, after man-
i agement has been
“turned over to vacation
owners, they determine
" the fees through their
HOA Board Gf D:rectors. Thf: amount of the yearly
maintenance fee typically depends on the size, location,
and amenities of the resort ‘Mainténance fees are
assessed and paid annually by each vacation owner.

CHOOSE FROM A WIDE
VARIETY OF VACATION
OWNERSHIP PRODUCTS
AND USES

Today, there are several types of timeshare programs
from which to choose, enabling consumers to purchase
the type of vacation ownership that best matches their

lifestyle.

Timesharing or vacation ownership is a term which
describes a method of use and ownership. It denotes
exclusive use of accommodations for a particular num-
ber of days each year. Usually sold by the week, it is
also called interval or vacation ownership.

Thz, pun_hase of a timeshare mtervai can :ake various
legal forms. Under a fixed-unit, fixed-week deeded
agreement, the purchaser receives a deed allowing the
use of a specific condominium at a particular time
every year forever — just like buying a house. Benefits
may include the tax advantages of ownership, plus a
voice in the management of the resort. Under this

agreement, the owner may rent, sell, exchange, or

“hequeath the vacation interval. |

Under a right-to-use plan, ownership of the resort
remains with the developer. The purchaser reserves the
right to use one or more resort accommodations for a
specified number of years, ranging generaily from 10 to
50 years, after which all use rights return to the
developer. These plans come in a variety of forms,
most commonly as club membership.

Vacarion intervals are sold as either fixed or floating
time. With fixed time, the unit, or unit type, is pur-
chased for a specific week during the year. That week
is reserved for the owner every year, subject to cancella-
tion if the vacation owner does not plan to use it in a
given year. Floating time refers to the use of vacation
accommodations usually within a certain season of the
year, often within a three- to four-month period such as



spring or summer. The owner must reserve his or her
desired vacation time in advance, with reservation con-
firmation typically provided on a first-come, first-served
basis. The purchaser may also receive a deed under a
floating time arrangement. According to a recent
national study, approximately 70 percent of timeshare
condominiums in the United States are sold as floating
time. Some price differences are based on demand
within each season,

Vacation clubs or points-based programs provide the
flexible use of accommodations in multiple resort
focations. With these products, club members purchase

points which represent either a travel and use member-
ship or a deeded real estate product. These points are
then used like currency to access the various size
accommodations, season and number of days at the
participating resort. The number of points needed to
access the resort accommodations will vary by the
members’ demand for unit size, season, resort location,
and amenities. A vacation club may have a specific
term of ownership or be deeded in perpetuity.

LPO N

Fractional ownership enables consumers to purchase a
larger share of a vacation ownership unit — usually
from five to 26 weeks. This type of ownership is
popular in ski, beach and island resort areas.

“Lockoff” or “lockout” units atlow vacation owners
to occupy a portion of the unit and offer the remaining
space for rental or exchange. These unirs typically
consist of two bedrooms and two baths, or three
bedrooms and three baths.

Split weeks are popular with consumers who prefer
shorter vacations, as the owner may split use of the
interval into two separate visits to the resort, such as one
three-night and one four-night stay ae two different
tirnes of the year. Reservations are usually granted on a
first-come, first-served basis and are based on availability.

Biennial ownership, or alternate year ownership,
allows use of a resort ownership product every other
year and costs less than annual ownership at
comparable resorts.

THE ADVANTAGES OF
VACATION OWNERSHIP

Unlike a hotel room or rental cottage, which require
payment for each use with rates that usually increase
each year, ownership at a timeshare property enables
vacationers to enjoy a resort, year after year, for the
lifetime of their ownership with only a one-time
purchase price and payment of yearly maintenance fees.
Timeshare ownership offers vacationers an opportunity
to save on the escalating cost of vacation accommoda-
tions over the long rerm while enjoying all the
comforts of home in a resort setting.

l“



Truly a home away from home, vacation ownership
provides the space and flexibility to suit the needs of
any size family or group. While most vacation owner-
ship condominiums have two bedrooms and ewo baths,
unit sizes range from studios to three or more bedrooms.
Unlike hotel rooms, there are no charges for additional
guests. Also, unlike hotels, most unirts include a tully-
equipped kitchen with dining area, washer and dryer,
linens, stereo, televisions, VCRs and more.

Timeshare

" resort ameni-
 ties rival those
of other top-
rated resort
properties and
may include
swimming
pools, tennis,
Jacuzzi, golf,

+ bicycles and

ties. Others
feature boat-
ing, ski lifts,
restaurants
Most timeshare resorts offer a

and equestrian facilities.
full schedule of on-site or nearby sporting, recreational
and social activities for adults and children. The
resorts are statted with well-trained hospitality profes-
stonals, with many resores offering concierge services

tor assistance with visiting area ateractions.

-

TRAVEL THE WORLD
THROUGH EXCHANGE
VACATIONS

Vacation ownership offers unparalleled flexibility and
the opportunity for affordable worldwide travel through
vacation ownership exchange. Through the interna-
tienal vacation exchange networks, owners can trade
their timeshare interval for vacation time at compara-
ble resorts around the world,

How vacation exchange works: Most resorts are
affiliated with an exchange company that administers
the exchange service for its members. Typically, the
exchange company will directly solicit annual member-
ship. Owners individually elect to become members of
the affiliated exchange company. To exchange, the
owner places his or her interval into the exchange
company'’s pool of resorts and weeks available for
exchange and, in turn, chooses an avaiiable'rcs_orl;' and
week from that pool.
The exchange compa-
nies charge an
exchange fee, in addi-
tion to an annual
membership fee, to
complete an exchange.
Exchange companies
and resorts frequently
offer their members
the additional benefit
of saving or banking
vacation time in a
reserve program for use
in a different year.




those which: best suit your needs. In addition to visiting

IMPORTANT VACATION
PURCHASING TIPS

A vacation ownership purchase is a significant commit-
ment, not only financially, but also in terms of future
vacations. You should be sure that the resort or club in
which you purchase an interest will provide many
pleasant vacations for years to come and can evolve
with your lifestyle. Here are some important tips to
consider when making a purchase:

Buy to use. Buy because you plan to use the vacation
ownership product in the future. Consider your vacation
ownership purchase as an investment in future vacarions,
not in terms of an investment for financial profit.

Choose a vacation that fits your lifestyle. Think care-
fully about what you. value most in a vacation and travel
experience, then explore the wide variety of vacation
ownership products and options available and choose

a resort and taikang to industry profess;onais a friend or
relative who owns a timeshare may be a great resource as
you gather information about the timeshare experience.

Visit a timeshare resort on your next vacation. Take
a tour of a local resort. While there, talk to existing
owners about their ownership experiences at the resort.
Many resorts offer mini-vacations which provide
opportunities to experience the resort firsc-hand.

Read all documents carefully and understand what
type of product you are being offered. :
Is it a fee simple or right-to-use plan, fixed or floating
time or a vacarion club, etc.?

Ask if the resort is an ARDA member. Members of
ARDA agree to follow the ARDA Code of Standards
& Ethics and are expected t adhere to the highest
standards of quality and service,

Look for signs of good management, such as
well-maintained facilities and resort amenities, good
housekeeping, and friendly service.

If you are purchasing primarily to take advantage of
the exchange benefit, buy the largest unit in the most
popular season, or largest points package you can

afford, as this will provide greater exchange potential.

How is the resort managed? Does Ehe developer
manage the resort R
ot has a manage-
ment company
been hired? Does .
the homeowners
association make
management
decisions? How
often Jdo they
meet! Is the
association
budger adequate
to maintain the
resort and its
amenities!  Ask
to see recent
resort anid HOA
newstetters to learn more,

Verify the resort’s affiliation with an exchange
company and learn about the resort’s exchange policies
and member benefits.



HOW TO BUY A VACATION

The vacation ownership industry uses a variety of
methods to reach out t potential owners. In many
vacation destinations, off-property booths are locared in
areas highly populated by tourists and visicors.
Representatives at these booths invire visitors to tour a
resort, usually offering a gift as an incentive to take the
tour. Direct mail programs are also utilized by many
developers. Invitations are usually sent offering a brief
vacation at the resort property with a reduction in price
when the visitor tours the resort. Many resorts also offer
incentive programs for referrals from existing owners.

Most resorts are sold on the resort property, or on-site.
Orhers are sold from a sales center in a different loca-
tion from the resort, or off-site. Vacation ownership
sales presentations usually require one and a half hours,
or more. During this time, the product and exchange
system is explained, as well as derails concerning the
type of vacation ownership that is being sold and how
it can be used. If the sales presentation occurs on-site,
you will usually be given a tour of the resort and its
facilities. The consumer is under no obligation to pur-
chase after the presentation.

After a purchase has been completed, there is normally
a period of time, mandated by the state, in which new
owners may consider their purchase. Although regula-
tions vary from state to stare, this grace period general-
ly ranges from three to fourteen days. Your purchase
agreement should clearly state the duration of the
refund period.

Cupyright € 1996 by the American Resort Development Association. Al
rights reserved. Mo part of this publication may be reproduced, stored ina
retricval system, or transmicted, in any form or by any means electronic,
mechanical, photocopying, recording or otherwise, without prios written
permission of the publisher. Inguiries should be addressed o ARDAL

1220 L Streer. NW. Suite 300, Washington, D.C. 20005

The American Resort Development Association
(ARDA) is a nor-for-profit professional trade associa-
tion representing the vacation ownership and resort
development industries. Established in 1969 and based
in Washington, DC, ARDA is the only international
trade association representing all facets of the vacation
ownership resort industry. The association now serves
maore than 850 member companies from around the
world representing more than 4,000 resorts,

ARDA and its members subscribe to the highést_ stan-
dards of professionalism and ethics in resort development.
The Association has adopted a Code of Standards &
Ethics, which is strictly enforced among all members and
is the most comprehensive code in the hospitality and
real estate industries. In addition to providing education
forums for its members, ARDA has played a major role in
fostering responsible state and federal consumer protec-
tion laws, ARDA members represent the highest quality
vacation ownership resorts in the world.
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THE AMERICAN RESORT DEVELOPMENT ASSOCIATION

The American Resort Development Association (ARDA) is a not-for-profit trade association representing
the segment of the leisure industry that deals with ownership of resort and vacation products. Based in
Washington, D.C., ARDA is the only international trade association representing all facets of the resort
industry. ARDA serves approximately 1,000 member companies from around the world and represents
more than 4,000 resorts, including timeshare and second-home resorts, community development
properties, vacation ownership resorts and fractional interests.

ARDA Mission Statement. It is the mission of ARDA to foster and promote the growth of the industry
and to serve its members through:

Ethics Enforcement

Education

Legislative Advocacy

Membership Development

Public Relations

ARDA Code of Standards & Ethics. ARDA and its members are committed to the highest standards
and ethics in resort, vacation, recreational, residential, and community development for the benefit of the
public. As an example of that commitment, ARDA adopted a Code of Standards & Ethics and strictly
enforces it amongst its membership. The strongest of any found in the bousing or hospitality industries,
ARDA’s Code outlines detailed professional guidelines for all facets of industry practices, from real estate
development to marketing to hospitality management. It consists of general requirements, solicitation
requirements and sales requirements.

ARDA Resort Owners Coalition (ARDA-ROC), Established in 1989, the Resort Owners Coalition
directly represents the needs and concerns of vacation owners. ARDA-ROC is funded through the
voluntary contributions of individual owners and, while affiliated with ARDA, is a separate legal entity.
Through legislative and regulatory advocacy and research, ARDA-ROC serves the unique role of placing
the concerns of owners at the top of the vacation ownership industry agenda.

The ARDA Education Institute (AEI). The ARDA Education Institute (AEI) creates learning and
professional advancement opportunities for professionals currently working in the vacation ownership
industry, and professionals who seek to enter it. AEI offers educational sessions, management seminars,
publications, and tests that assess an individual’s knowledge of industry standards and practices.
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Once industry professionals have passed the AEI Qualification Test, ARDA offers them the opportunity to
earn the certification of Associate Resort Professional (ARP) and Registered Resort Professional (RRP).
The ARP and RRP certifications are awarded to individual members of ARDA who have earned the
requisite AEI Credits and who have demonstrated long-term professionalism and a commitment to
excellence and ethics in the vacation ownership industry. Through AEI’s Seal of Achievement program for
company designation and the individual resort professional designations, ARDA awards the dedication of
its membership to the highest standards of resort development and hospitality management.

Legislative Advecacy. Established in 1969 as the American Land Development Association, ARDA
began as a lobbying organization and has continued throughout its history to emphasize government
relations. ARDA continues to voice industry concerns at the Federal and state levels through an integrated
program of proactive and reactive legislative initiatives. ARDA’s national network of representatives
speak for developers and vacation owners across the country on such diverse issues as tax policy, labor and
employment law, and land use policy. Central elements of ARDA’s legislative advocacy are its efforts to
protect the ownership rights of industry consumers and enhance the growth of the vacation ownership
industry.

Communications. Communicating the many aspects of the vacation ownership industry is a core function
of ARDA. Through annual studies of industry performance and consumer satisfaction with the vacation
ownership experience, ARDA provides up-to-date information to consumers, the media, financiers,
legislators, regulators and others.

Meetings and Membership. ARDA plays an integral role in fostering interaction between resort
developers and industry professionals. Through its three annual meetings and symposia, ARDA brings
together leaders and young professionals in-the vacation ownership industry to share information and
experiences. Through these meetings, both veterans of and newcomers to the industry learn of the many
elements that contribute to success in the vacation ownership industry. ~ ' '

At the core of each ARDA meeting is its volunteer leadership. In addition to the extensive public
workshops, roundtables and informal discussions, ARDA’s leaders participate on more than twenty
specialized committees which address common issues among the membership. From education and
legislation to sales and marketing to ethics, ARDA’s leaders work together to build the industry and to
provide consumers enjoyable experiences, quality products, and good value.
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STUDIES AVAILABLE ON THE VACATION OWNERSHIP INDUSTRY

The data on vacation awnersh:p presented herem was com;med and aaaiyzed in the smdles hsted below
that are available from the American Resort Deveiopment Association. The studies are based on surveys
of tmshare resnrts and tuncshare owner househoids alcng with extenswe éata supphed by the world 8

(RCI).

The studies were conducted by the follﬂwmg research orgamzatmns KPMG Peat Mafmck LLP Steven
Miner Research & Appraisal, Ragatz ‘Associates (now RCI Consultmg, Inc), and thf: Umversny of
Southern Cahforma s Schooi {)f Urban Plannmg and Eevelopment

The Unzred Szates T zmeshare Industry J 997 0vervzew and Economzc Analyszs _

Fmarzc;al Pe;famance ngesz‘ 1997: A Survey of T zmesizare ana’ Vacation Mersth Resorr Deveiopers
The Nevada il'zmeskare Indusﬂy An fndumy Overvzew and Ecmzomzc Impacz Analysis, (1 99 7)

The Fi lorzda T zmesizare Indmtry xin Induszry Overvzew and Economic Impact Analysis, (1997)

Hawaii's I}meshare Irzdusrry An Indusﬂy Overvzew and Economic Impact Analysis, (1997)

Financial Perfomance I 996 A Suwey of T zmes}zare and Vacatzon 0wnersth Re:sorz Developers
Timeshare Purchasers %a ’Ehey Are, Wy T}’zey Buy, 1995 Edzrzon

The 1995 Worldmde Resort T imeshare Indusny S

Timeshare Ovmersth Benefits: Results from a Nafronmde Survey of szeshare 0wners ! 995

The 1995 Amencan Recreazzanal Property Surve:p ) .

(Ali studzes @ by the Amancan Rescm: Develepment Assoclataon)
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RECREATIONAL PROPERTY IN THE UNITED STATES

American interest in ownership of recreational

p ) ional property is on the rise. According to a February,
Char,’:,ziig; Dl;r::;s;r;gge;;e;:na 1995 telephone survey of 1,000 U.S. households not
100% owning recreational property, 60.3% of Americans
Certain believe they have a chance of purchasing recreational

property of some type during the next ten years.

The survey results revealed that over one-third
(34.6%) of Americans rate their chances of
purchasing during the next ten years as “about 50-50
or better,” compared to 25.5% in 1993 and 15.5% in
1990. Among those optimistic respondents, the
strongest interest was found among residents of the
West region, where 40% responded their chances
were high during the next 10 years, as compared to -
33.7% in the South region, 33.7% in the North
Central region, and 31.4% in the Northeast region.

Age is Strongest Factor of Estimated Chance of Purchasing

Age is the most significant factor in establishing rates of optimism regarding the possible purchase of
recreational property during the next 10 years. Survey respondents under age 40 were by far the most
likely to believe they will purchase, with 47.4% of positive responses. Interest drops in the 40-to-54-age
bracket to 41.8%, and declines still further in the 55-and-over bracket to 13.3%.

Household income ranks second as a factor. For example, 48.6% of households with incomes of $75,000
or more believe they have at least a 50-50 chance of purchasing recreational property within the next 10
years.
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Marital status and gender represent the final demographic variables that affect optimistic attitudes toward
purchasing recreational property. Single males voiced the strongest belief in their purchasing ability, with
43.1% of those surveyed responding they had a 50-50 or better chance of such a purchase. By contrast,
this indicator was lowest among single fernales, at only 24.5%. It is 34.6% among married couples. Itis
much higher among all (married and single) male respondents than among all female respondents, at 45.2%
and 28.9%, respectively.

Florida and Beaches Rank First
as Preferred Site and Location

Preferred Type of Location

Americans cite Florida (15.4%), more than any other state
or foreign country, as the location of choice for a
recreational property purchase. The next five most
: ~ frequently cited locations are: California, at 8.5%;

8 301%  Colorado, at 5.5%; North Carolina, at 4.9%; Texas, at
4 2%; and Arizona, at 3.4%. Florida and California ranked
first and second in similar phone surveys conducted in 1993
and 1990. A total of 5.6% of survey participants cited a
_ foreign location, with the Caribbean ranking first among
§ 93% them at 2.6%.

30.8%

56% The beach is the most preferred type of location for
recreational property, selected by almost one-third (30.8%)
of respondents. It narrowly edges out lake locations
(30.1%) and mountain areas (26.2%). These top three are

: far preferred over other options, such as the tropics (9.3%);
4.7% golf courses (5.6%), attraction areas (5.4%), ski areas
(4.7%), or the desert (1.5%). Each type of location tends
to be most popular where it is available: beach areas are
most popular among Americans who live in the West or
Northeast; lakes among those who live in the North Central
region; and mountains among those who Live in the West.

i 5.4%

8.6%

Demographics also have an impact on preferred locations for recreational property ownership. Beach
areas tend to be most popular among married couples, younger persons, and the more affluent. Mountains
and ski areas tend to attract those who are younger. Golf locations are most attractive to the more
affiuent.

Two-bedroom Unit Outranks Others as Preference by Two-to-One

Americans interested in purchasing recreational property prefer the standard two-bedroom unit, sleeping
six, over any other single unit size by more than a two-to-one margin (45.7%). Other preferences break
out as follows: one-bedroom with 22.6%; three-bedroom with 15.5%; studio or efficiency with 8.9%; and
7.3% for more than three bedrooms.
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Married couples and more affluent Americans are more interested than their counterparts in the largest
units, particularly units with three or more bedrooms. Over one-third (35.8%) of respondents with
incomes over $20,000 would prefer a studio or one-bedroom unit as compared to only 21.1% of those
with incomes over $75,000. These proportions were 64.2% and 79%, respectively, for two-bedroom or
larger units. Among respondents over 55 years of age, 41.6% would prefer a studio or one-bedroom unit
as compared to only 28.2% of those under 40. These proportions are 58.4% and 71.7%, respectively, for
two-bedroom or larger units.

An American Dream: The Single-family Vacation Home or Cabin

A single-family vacation home or cabin is the dream of more Americans than any other type of recreational
property. Well over half (61.7%) of responding households expressed some level of interest in this option,
including 23.1% who were “very interested.” Ranking second in popularity was a2 vacant parcel of land for
construction of a second horue, cited by 48.9%, with 18% “very interested.” Third in popularity were
resort condominiums, which were cited by 34.7% of survey participants, with 5% “very interested.”

The majority of Americans (51.7%) believe that an attractive and realistic price for recreational property is
in the $25,000 to $100,000 range. The median desired price is about $48,000. Recreational properties are
certainly available in this price range, however they tend not to be the most popular options, such as a
cabin or detached vacation home. More often, they are homesites, older or smaller condominiums,
timeshares, or camping facilities.

##HE
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IMPORTANT FACTS ABOUT VACATION OWNERSHIP

During 1996, the US timeshare industry sold a total of 218,000 intervals at an average price of $10,000
.per week. The result was a total sales volume of $2.18 billion.

A total of 1,767,000 households own timeshares in'the US. The number of tirneshare intervals owned
by consumers in the US is growing at a compounded rate of 9% per year.

Over four million households worldwide now own a vacation interval, with owners residing in 190
countries. S

With a 1997 sales volume of $817 million, Florida leads the country in timeshare sales, followed by the
Pacific region, with $307 million, the Central region, with $303 million, the Mountain region, with
$239 million, the Northeast, with $138 million, and the Southeast, with $176 million.

- As an aggregate profile, the typical vacation owner is an upper-middle-income, middle-aged, well-
’ -_*educated couple: 77% have incomes over $50, 000; 69.2% are 45 years of age or older; and.64% have
at least a bachelor’s degree. The median income of US timeshare owners is $77,000.

A 1997 survey of US vacation owners revealed that 85.2% are satisfied with their timeshare purchase.
Of those, 55.1% report they are “very satisfied.”

California leads the nation in number of owners by state, with 270,531 owners, representing 15.3% of
owners nationwide. By region, the largest percentage of owners reside in the Northeast, which
accounts for 38% of all owners.

Over two million exchanges were confirmed in 1997 by the two leading timeshare exchange companies,
Resorts Condominiums International (RCI) and Interval International (IT). Over 97% of all exchange

requests made to the exchange companies are confirmed. To date, over ten million exchanges have
been confirmed worldwide.

As of 1995, 60.3% of US households feel they have a chance of purchasing recreational property
within the next 10 years.

Florida is the single-most preferred state by Americans for a recreational property purchase. The next
five most preferred states are California, Colorado, North Carolina, Texas and Arizona, in that order.
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VACATION PURCHASING TIPS FOR CONSUMERS

A vacation ownership purchase is a significant commitment, not only financially, but also in terms of
future vacations. You should be sure that the resort or club in which you purchase an interest will provide
many pleasant vacations for years to come and can evolve with your lifestyle. Here are some important
tips to consider when making a purchase:

Buy to use. Buy because you plan to use the vacation ownership product in the future. Consider your
vacation ownership purchase as an investment in future vacations, not in terms of an investment for
financial profit.

Choose a vacation that fits your lifestyle. Think carefully about what you value most in a vacation and
travel experience, then explore the wide variety of vacation ownership products and options available and
choose those which best suit your needs. In addition to visiting a resort and talking to industry
professionals, a friend or relative who owns a timeshare may be a great resource as you gather
information about the timeshare experience.

Visit a timeshare resort on your next vacation. Take a tour ofa local resort. While there, talk to
existing owners about their ownership experiences at the resort. Many resorts offer mini-vacations that
provide opportunities to experience the resort first-hand.

Read all documents carefully and understand what type of product you are being offered. Isit a fee
simple or right-to-use plan, fixed or floating time, or a vacation club, etc.? '

Ask if the resort is an ARDA member. Members of ARDA agree to follow the ARDA Code of
Standards & Ethics and are expected to adhere to the highest standards of quality and service.

Look for signs of good management, such as well-maintained facilities and resort amenities, good
housekeeping, and friendly service.

If you are purchasing primarily to take advantage of the exchange benefit, buy the largest unit in the
most popular season, or the largest points package you can afford, as this will provide greater exchange
potential.
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How is the resort managed? Does the developer manage the resort or has a management company been
hired? Does the homeowners association make management decisions? How often do they meet? Isthe
association budget adequate to maintain the resort and its amenities? Ask to see recent resort and HOA

newsletters to learn more.

Verify the resort’s affiliation with an exchange company and learn about the resort’s exchange policies
and member benefits.

###

Source: A Consumer Guide to Vacation Ownership
© 1996 by the American Resort Development Association
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VACATION OWNERSHIP: A SIGNIFICANT ECONOMIC IMPACT

The timeshare industry directly contributes $8 billion to the US economy. It directly employs 50,086
personnel. When indirect and induced impacts are factored in, the total national annual impact for the
industry reaches $18 bilhon, Wxth the generation of 27(} 000 jobs.

The industry has expenenced growth wider reccgmtaon, mcreased diversity of product, and broader
involverment. Thus, the impacts are not only larger today, but they are increasingly more diverse ona
sector and a weegraphlc basis. Although the more obvious sectors of the economy, such as service and
retail, experience the largest impact, mdustnes such as manufacturing; finance, insurance, real estate,
transportation, and public utilities reap large benefits from the industry in terms of employment and dollars.

Contributions to Local Economies

On the local level, the economic benefits which vacation ownership resorts accrue are significant and
surpass those offered by more traditional types of resorts. For instance, vacation ownership resorts bring
- more Visitors to the rescrt area on 4 per-unit baszs than- the typlcal Tesort hotel. ‘Vacation owners also”
spend a considerable sum both in reaching the resort area and during their stay. In addition, the return
visitation patterns of vacation owners are high, and their lengths of stay are longer.

Vacations owners also contribute to the commmunity through sales taxes and real estates taxes—dollars that
help support the local schools, hospitals, roads, libraries, fire and police departments, and a variety of other
municipal services that the vacation owners themselves use little if at all.

Larger Party Size, Longer Visits

According to a 1997 survey of 2,650 US owners, the average timeshare party is comprised of 3.8 persons.
Of this party, 2.9 are adults, and 0.9 are children under 18 years or younger. The average length of stay
for US timeshare vacations is seven days in the household’s own timeshare. Including all other options,
the average stay in the resort area is 8.6 nights, with 81% of the time spent in the household’s own
timeshare. The remaining 19% of time is most often spent in a hotel, motel, condominium, or another
timeshare unit that is not owned by the household.
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The average size of the timeshare visitor parties and length of stay varies significantly by region. Florida
shows the largest average party size, at 4.1 persons. Florida visitor parties also reported the most children,
at an average of 1.1 per party. Timeshare vacations to the Pacific show the longest average length of stay,
at 7.4 days. Florida reports the next highest average, at 7.2 days.

Considerable Consumer Expenditures

While in the local resort area, the average timeshare visitor party spends considerably more than the
traditional traveler, averaging expenditures of $1,181 during the course of the entire stay, not including an
additional $387 per party for airfares. Their local expenditures translate to an average of approximately
$137 per night per party, or $36 per person per night. .

According to US vacation owners surveyed in 1997, an average of $369 per party is spent on airfares
between the residence and the timeshare resort area. The survey revealed that over half of timeshare

. owners travel to the resort via other means, as only 39.6% of respondents cited airfare as an expenditure.
Owners also spend an additional $18 on other airfares, such as to nearby resort areas. (This average is
small due to only four percent of vacationing parties reporting such expenditures.)

Timesharing also brings more business to area hoteliers and other operations: 25.2% of owners surveyed
cited expenditures for other lodging. An average of $64 was spent for lodging in the resort area before or
after the owner’s timeshare interval

The largest single category of expenditure while in the

Average US Timeshare resort area is for food and drink consumed in restaurants,
Vacation Expendltm'es bars, and other hospitality establishments, at an average of
Food & beverage 8475 $475 per party. Entertainment, including sperts activities,
Airfarev 387 sightseeing, tours, and admissions to attractions,
E“‘mme“" 245 museums, movies, and rides, is the second largest
Shopping . ' 217 expenditure in the local area, at an average of $245 per
gf;ﬂspf rt(:iat?on 122 party. Shopping for clothing, souvenirs, art, and similar
er Lodgig . items represents $217. An average of $148 per party is
Other expenses & services 32 spent on transportation costs in the region.

Timeshare Resorts Build a Loyal Visitor Base

The significant and positive economic impact which vacation ownership has on the surrounding area is
underscored by the change in travel patterns in the resort area by vacation owners after their purchase of 2
vacation interval. Timesharing builds loyalty to the vacation area. U.S. owners surveyed in 1997 report
having taken 2.5 vacations in the resort area where their first timeshare purchase is located during the five
years prior to purchasing, By contrast, as current timeshare owners, they plan to take an average of 3.7
vacations in the resort area over the next five years.
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The region in which this trend is most pronounced is the Central region. In the five years prior to
purchasing an interval interest, owners reported an average of only 1.6 vacations to the area. After
purchasing a timeshare, the number of vacations planned to the area over the next five years increased by

1.8 to an average of 3.4 vacations.

#HH

Source: The United States Timeshare Industry 1997: Overview and Economic Analysis
© 1997 by the American Resort Development Association

Timeshare Purchasers: Whoe They Are, Why They Buy, 1995 Edition
© 1995 by the American Resort Development Association
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VACATION OWNERSHIP: FINANCIAL PERFORMANCE OF THE US INDUSTRY

During 1696, the US timeshare industry sold a total of 218,000 intervals at an average price of $10,000 per
week. The result was a total sales volume of $2.18 billion. This reflects a substantial increase from 1992,
when sales were reported at $1.3 billion based on 168,840 intervals sold at $7,000 per interval. The
number of timeshare intervals owned by consumers is growing at an annual compounded rate of 9%. The
industry’s rapid expansion, high profitability, and phenomenal growth potential position it as a solid
investment Opportunity.

. The US continues to dominate the world vacation
Smr‘:;fam“ of Resorts ownership market. According to a 1997 survey of US
16.5% Northeast timeshare developers, Florida continues to lead the US
in the number of resorts, with 284, or 23.6%, of resorts.

With a 1997 sales volume of $817 million, Florida also

 leads the country in timeshare sales, followed by the
Pacific region, with $507 million, the Central region,
with $303 million, the Mountain region, with $239
million, the Northeast, with $138 million, and the
Southeast, with $176 million.

Over 60% of US timeshare resorts are almost or
completely sold out. The average percentage of unit-
weeks sold per resort is 76%. The average number of
interval weeks existing and under construction is 3,787
weeks, and the median number is 2,550 weeks.

The average planned size for a resort is approximately
100 units, indicating a larger average size for the new
resorts than those historically built.

in Active Sades
84.5%
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Timeshare Sales 1996
Region Intervals Sold Average Price by Region | Sales Volume (millions)
State {millicns) ($
Florida 81,700 $10,000 817
Northeast 15,800 $8,750 138
Connecticut <100 <}
Massachusetts 2,200 19
Maine 1,100 16
New Hampshire 1,800 16
New Jersey 3,400 30
New York 400 4
Penusyivapia 5,300 46
Rhode Island 1,000 ]
Vermont 600 5
Southeast 18,500 $9,500 176
Delaware <100 <i
Georgia 100 1
Maryland <100 <1
North Carolina 3,200 30
South Carolina 6,300 60
Virginia 8,900 83
West Virginia <100 <1
Central 33,700 §9,000 303
Alabama 2006 2
Arkansas 13,200 119
Lllinois 2,600 23
Indiana 400 4
Jowa 400 4
Louigiana 1,900 17
Michigan 200 2
Minznesota - 1,000 9
Mississippd 100 1 <1
Missouri 3,900 35
Chio 100 <1
South Dakota <100 <]
Tennessee 4,800 43
Texas 4,200 . 38
Wisconsin 700 §
Mountain 24,400 $9,750 239
Arizona 7,100 75
Colorado 4,700 46
Idaho 100 1
Moatana 400 4
New Mexico 200 . 2
Nevada 9,200 90
Utah 2,100 21
Wyoming <100 <1
Pacific 43,800 $11.500 507
California 17,200 189
Hawaii 12,900 181
Oregon 200 2
Washington 13,500 135
Total 218.00 $10,000 $2,180
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100% - Percent of Resorts in Active Sales
90% -
BOSL
700/:: -
80% -
50% - 38.3%

29.5% 27.7%
20.4%

so%{  249%

US Qversll Florida Northeast Southeast Central Mountain Pagific

The largest percentage of resorts reported net dollar sales between $1 million and $5 million in 1996. The
average net sales figure was $6.6 million. The largest percentage of resorts (27.1%) report that the cost of
product is between 15% and 20% of net sales, having increased from 1995. Over 23% of resorts now
report that the cost of product now exceeds 30% of revenue. The cost of product for the majority (53.7%)
of resorts averaged between $50,000 and $100,000. Almost 20% now report costs exceeding $150,000
per unit. This is partially due to the introduction of more high-end products in the luxury niche.

Average Net Selling Price by Unit Type
{per unit-week) $12.630

$14,000 -
$12,000 -
$10,000 -
$80004 35,558
0004 [T
$4,000 +
520004 B
B e N e e
Rooms, Studios or  Crie-Bedreom Two-Bedroom  Three-Bedroom or
Efficiencies Larger
Resorts are experiencing higher closing percentages than in recent years. The average net closing
percentage for 1996 was 12.3%. This reflects an increase from the 1995 net closing percentage of 11%.
Approximately 30% of resorts report recission (i.e., new buyers who reconsider their purchase) rates
between 15% and 19.9%.

£11955
31956
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Developers Explore New Financial Opportunities

Financing has become increasingly easier for timeshare developers to obtain in recent years. Close to 90%
of developers obtained construction loans, compared with just over 70% in 1994. Only 32% developers
surveyed were required by lenders to put equity into projects of more than 20%. The percentage of
developers obtaining acquisition loans decreased from 68% in 1994 to 47% in 1995.

T &~
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Developers are exploring new opportunities for positioning their timeshare products and strengthening
their companies, including brand-name affiliation, consolidation, IPOs, acquisitions, and mergers. Ina
1997 survey of US developers, 25% reported having considered merging their timeshare company with
another regional timeshare company, 22% considered taking the company public, 19% have contemplated
conducting a securitization of some type, and 17% have thought about selling the company or inventory to
an established timeshare company.

Consumer Financing

Almost 80% of timeshare developers report 2 minimum down payment requirement of 10% for financed
sales, exclusive of special financing packages. Over 75% of developers have required this minimum for the
past five years. Despite this minimum down payment, 92% of consumers make down payments that
exceed 10%. This is a significant increase from 1995, when approximately 75% of consumers reported
making down payments of 10% or less.

Approximately three-quarters (77.3%) of developers report their consumer receivables portfolio is
extended on a fixed basis rather than a variable basis. This has dropped considerably from the 96%
reported in 1995. The majority of developers (53%) charge an interest rate between 13.1% and 15%.

This represents an increase from 1995, when only 37% charged interest rates in this range. The industry is
witnessing 2 substantial increase in longer financing terms: the majority (63.6%) of developers report the
average terms of their receivables is greater than 6 years, compared to only 40% in 1995.

Only 36% of developers report selling any portion of their 1996 contracts to a lender. There has been a
dramatic mcrease in the proportion of developers who have not hypothecated any of their contracts, from
0% in 1995 to 28.9% in 1996.  This sharply underscores the developers’ focus on the portfolio profitability
and secondarily indicates liquidity in the developers” operations. Almost half (45.2%) of developers report
a weighted average floating interest rate of 200 to 250 basis points above the prime rate. Developers
report that they consider more than 85% of their receivables to be current. A little more than half (51.3%)
of the respondents report an average actual bad debt expense between 3.1% to 6% of net sales for 1996.

#H#

Source: The United States Timeshare Industry 1997: Overview and Economic Analysis
© 1997 by the American Resort Development Association

Financial Performance Digest 1997: A Survey of Timeshare and Vacation Ownership
Resort Developers ©1997 by the American Resort Development Association

Financial Performance 1996, A Survey of Timeshare and Vacation Ownership Resort
Developers ©1996 by the American Resort Development Association



z E
N
No;w‘ﬁ
BACKGROUNDER CONTACT Chris Larsen Elien Yui
ARDA YUI+COMPANY
202/371-0200 301/585-0298

Visit the web site at http://www.arda.org

THE VACATION OWNERSHIP INDUSTRY IN THE US

The US timeshare industry includes 1,204 timeshare resorts and an estimated 64,300 timeshare units.
Three hundred, or 25%, of all US timeshare resorts are in active sales. In 1996, the number of weeks sold
was 218,000 at an average price of $10,000 per week, resulting in a total doliar sales volume of $2.18
billion. The industry has seen an average increase in timeshare sales volume of approximately 13.8% per
year. The average occupancy rate for US timeshare resorts is 87.3%.

The industry’s impressive and consistent growth is a result of a variety of factors, including higher
standards of accommodation, quality and service, flexibility, the involvement of well-recognized hotel
companies, increased availability of financing, and the industry’s improved overall image. Consumer
demand is driving timeshare product differentxatloﬁ and quality, as consumers require more choices i in
destinations, time of use, and lengths of stay. In addition, developers are increasingly using price
segmentation and branding as a competitive tool to position their products to targeted consumer segments.

af 1997, a total of 1,767,000 households own timeshares in the United States. The number of US
tmeshare intervals-owned by consumers is growmﬂr ata compounded rate of 9% per year. Asan.
aggregate profile, the typical vacation owner is an upper-middle-income, middle-aged, weH—educated
couple: 77% have incomes over $50,000; 69.2% are 45 years of age or older; and 64% have at least a
bachelor’s degree. The home region of purchasers has become increasingly diverse, with demand not
concentrated in any particular region, but rather spread throughout the country.

The industry directly employs 50,086 people. Including indirect and direct employees, timesharing
generated close to 270,000 jobs. It contributed $18 billion to the U.S. economy through employment,
consumer and business expenditures, and taxes. Timeshare has a positive economic impact on a variety of
industries, including: service and retail, manufacturing; finance; insurance and real estate; and
transportation and public utilities.

Regional Overview of US Timeshare Industry
The major vacation ownership markets in the US are primarily located in established resort destinations.
Except for Florida, they are evenly distributed in major resort areas around the country. Timeshare resort

characteristics vary from region to region. Due to seasonality, resort area activities, and location
characteristics, resorts in different regions offer different amenities, unit types, and ownership options.
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Eocation of US Timeshare Resorts

Region Number of Resorts Percent of Fotal US Resorts
State {%}

Florida 284 23.6
Northeast 145 12.0
Ceonnecticut i 0.1
Maine 13 13
Massachusetts 39 3.2
New Hampshire 27 2.2
New Jersey 9 0.8
New York 10 0.8
Pennsylvania 24 2.0
Rhode Island 11 0.9
Vermont g G.8
Southeast 155 16.5
Delaware 2 0.2
CGeorgia 14 1.2
Maryiand 19 1.6
North Carolina 51 4.2
South Carolina 85 7.1
Virginia 26 12
West Virginia 2 0.2
Central 197 164
Alabama 10 0.8
Arkansas 16 13
Hlinois 1 0.1
Indiana 2 0.2
Iowa 3 0.3
Kentucky 3 0.3
Louisiana 17 1.4
Michigan 9 0.8
Minnesota 13 1.1
Mississippi 4 0.3
Missouri 27 2.2
QOhio 3 0.3
South Dakota 1 0.1
Tennessee 20 1.7
Texas 46 3.8
Wisconsin 22 1.8
Mountain 187 155
Arizona 23 1.9
Colorade 67 5.6
Idahko 9 0.8
Montana 14 1.2
Nevada 33 27
New Mexico 14 1.2
Uk 23 1.9
Wyoming 4 0.3
Pacific 192 16.0
California &8 7.3
Hawaii 61 5.1
Oregon 19 1.6
Waghington 24 20
Total 1,204 106.0%
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Total 1996 Sales
Us Florida | Northeast | Southeast | Central | Mountain | Pacific
Overall
Total Dollar
Sales Volume $2,180 $817 $138 $176 $303 $239 $507
(in millions)
Weeks Sold $218,000 | 81,700 15,800 18,500 33,700 | 24,400 43,800
Average Price
Per Week $10,000 | $10,000 | $8,750 $9,500 $9,000 | 89,750 $11,500
Note: (1) Average prices by region rounded to nearest $150
(2) Sales volumes rounded to nearest $1 million

Florida. With 23.6% of total US timeshare resorts, Florida remains the most significant and developed
market in the US. Florida led in sales in 1996, with 81,700 intervals sold and a sales volume of 3817
million. Florida has the second highest average price per timeshare interval, at $10,000. Orlando is the
world’s largest vacation ownership destination. With 1996 sales of $549 million and 54,900 interval weeks
sold, the Orlando region alone represented approximately 25% of total US vacation ownership sales.

Pacific. (AK, CA, HI, OR, WA) The Pacific region is the fastest-growing timeshare market in the US. In
1996, resorts in the region sold 43,800 intervals, resulting in sales of $507 million. Average prices for
timeshare intervals are highest in the Pacific region, at $11,500. New resorts have opened, are under
development, or are being planned for every state in this region, particularly in the popular resort
destinations in this region, such as Hawaii, Southern California, and Lake Tahoe.

Northeast. (CT, ME, MA, NH, NJ, NY, PA, RJ, VT) In 1996, 15,800 intervals were sold at resorts in
the region, resulting in sales of $138 million. Northeast tirneshare resorts include locations in mountain
and beach areas. Many of the. owners.at these resorts reside in the. region. W:th an average. price of -
$8,750, intervalsin the Northeast are the least expensive in the country.

Southeast. (DE, DC, GA, MD, NC, SC, VA, WV) In 1996, timeshare resorts in the Southeast reported
18,500 intervals sold and $176 million in sales. Like the Northeast, resorts in this region include locations
in mountain and beach areas, and resorts attract owners residing in the region. The average price per
interval at resorts in the region is $9,500.

Central. (AL, AR, IL, IN, IA, KS, KY, LA, MI, MN, MS, MO, NE, ND, OH, OK, SD, TN, TX, WI)
The Central region is the smallest of all the regions in terms of number of resorts and total sales volume.
However, growth potential in this region is high, as the number of resorts currently in active sales are
above the national average, In 1996, resorts in the region sold 33,700 intervals, producing sales of $303
milion. The average price of an interval in the region is $9,000.

Mountain. (AZ, CO, ID, MT, NV, NM, UT, WY) The Mountain region is also a growing timeshare
market. In 1996, 24,400 intervals were sold in the region, resulting in $239 million in sales. Resorts in this
region are concentrated in the mountain ski areas of Colorado and Utah and in the desert region of Arizona
and Las Vegas. They have the third highest average price per interval in the country, at $9,750.

#44
The United States Timeshare Industry 1997: Overview and Economic Analysis © 1997 by
the American Resort Development Association

Source:
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VACATION OWNERSHIP: FLEXIBILITY, QUALITY, AND VALUE

As the fastest-growing segment of the global travel and tourism industry, vacation ownership is
redefining consumer travel by setting higher standards in hospitality, revitalizing trave! and leisure
through new products and services, and elevating consurner expectations of the vacation experience. A
1997 survey of US owners demonstrated that consumers are looking to vacation ownership to receive
more value for their vacation dollar.

When asked why they purchased timeshare, US owners cited the flexibility, quality, and value offered by
vacation ownership as their primary motivating factors. The opportunity to exchange into other US
resorts is considered the most important single motivation for purchasing. The “assurance of good
accommodations” and “liked the timeshare unit, resort amenities, or resort features” were also cited as
very important motivations. Ranked next was the “good value compared to other options,” and that
vacation ownership would help to “save money over the long run.”

Commonly referred to as vacation ownership, timeshares, interval ownership, and vacation clubs, today’s
vacation ownership product equals, and in many cases surpasses, accommodations at tradxtaonai luxury
resorts and puts consumers in the driver’s seat when they vacation.

Type of Interests Available

s One -Week Interests or Points Offerings. The majority of US timeshare resorts (93.7%) provide
interval interests sold either in increments of one week of use each year or as points offerings.
However, many resorts also offer other options. Florida has the highest percentage of resorts which
offer one-week interests or points programs, at 99%. The Mountain region reports the lowest
percentage, at 84.6%.

« Biennial Intervals. In recent years, there has been substantial growth in biennial intervals, which
provide the buyer with a week of use every second year. Biennials are now the next most-common
type of interest after single weeks and points programs. The highest proportion of biennial interests by
region is in the Pacific, due to the high interval prices and the high cost of travel to this region.

o Fractional Interests. Only 8% of US timeshare resorts currently sell fractional interests, or interests in
multi-week packages. Fractional interests continue to represent a niche market, appealing to
households wanting several weeks of annual use without the expense or other complications of whole-
ownership. These types of interests are most prevalent in the Mountain region and the Southeast.
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e Undivided Interests. With the undivided interest, shares are sold on a ratio of multiple members per
unit. This interval format currently is available at only 6.7% of US timeshare resorts. By far, the
largest market providing undivided interests is the Mountain region, with 21.5% of resorts reporting
the presence of this type of interval.

Types of Ownership

o Deeded Week. The standard type of timeshare ownership is the deeded week, offered by 89.8% of US
timeshare resorts, Florida shows the highest percentage of deeded week intervals offered. For many
years, the deeded week intervals were one of the only products offered.

+ Right-to-Use. Currently, 10.1% of US timeshare resorts offer right-to-use interests, up from 4% mn
1993. Right-to-use programs are most common in the Pacific region. This increase in a more flexible
type of membership interest offered is in keeping with the trend of consumers dernanding more
alternatives in their vacation ownership purchases.

Total 1996 US Sales by Type of Plan (%)
US Florida | Northeast | Southeast | Central | Mountain | Pacific
Overall
Fixed 60.8 80.5 72.3 75.0 68.5 50.5 22.7
Float
within season | 21.1 154 17.0 17.3 21.3 28.4 27.7
Float
year round 20.3 10.1 11.7 9.6 17.6 23.2 447
Points 5.9 10.7 0.0 6.7 4.6 3.2 7.1
Other 8.8 6.0 13.8 8.7 5.6 7.4 12.1

Timeshare Use Plans

The variety of timeshare use plans offers consumers the flexibility of tailoring the product to meet their
lifestyle. :

o Fixed Time. The majority of US timeshare resorts include some weeks on a fixed-week system where
the consumer uses the same one-week period each year. This system was the norm among new
developments until the mid-1980s. Given its mature market, Florida has the highest percentage of
resorts using a fixed time in their plans. However, unlike historical patterns, fixed time is generally
now limited to special events or holidays rather than throughout the year.

o Floating Time within Seasons. The second most widely utilized plan is floating time within seasons
where consumers may book any time they choose within a given seasonal time frame (and usually
within 2 given unit type) at their resort, subject to availability. This type of plan is most common mn
both the Mountain and Pacific regions.
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e Floating Time Year-Round. This access arrangement allows CONSUMETSs to rESErve time in their
resort without seasonal restrictions. The percentage of resorts offering this type of plan has increased
from 12.7% in 1993 to 20.3% in 1997. This type of use plan is more popular in the Pacific region,
especially Hawail.

e Points. Points programs have gained in popularity in recent years. Under a points-based access plan,
the consumer obtains a type of vacation credit redeemable each year for a varying number of
accommodation nights depending upon the season, day of week, size of unit, and resort location
chosen. Because points programs have entered general use only in reécent years, only 5.9% of resorts
currently offer them, bowever they are rapidly becoming more common. Points programs are most
widespread in Florida, followed by the Pacific, where the concept originated.

« Vacation Club. A travel and use product, the vacation club offers members great flexibility. The
buyer receives a single ownership interest (deeded or right-to-use) which entitles the member the right
to use accommodations at all resorts in the club’s system. Membership may include priority reservation
right to the member’s home resort. Other typical attributes may include: finite term of membership;
common use of “points” to get accommodations or other benefits; benefits other than lodging, such as
travel services, hotel discounts, golf packages, health and city club memberships; and different types of

lodging, such as condominiums, timeshares, hotels, campgrounds or cruise ships.

« Split Weeks. Floating time and points programs make it theoretically possible for consumers to split
their total time for the vear into multiple increments which are less than seven nights in duration,
referred to as split weeks. This plan option has become more widely available, offered by 23. 1% of
resorts today, up fromonly 9.7% in 1993. Split weeks are most prevalent at resorts in the Mountain
and Pacific regions, and are the least common in the Northeast and Florida. Many urban timeshares
allow use-bythenightﬁ_"""" P ' RERE

Spacious and Luxurious Accommodations

The unique value of the vacation ownership product

U.S. Timeshare Unit Size lies in the combination of quality accommodations,
o the spaciousness, comfort and luxury features of
1-Bedroom suites, full-service resort amenities, and unparalleled

35.5% flexibility available to consumers in one resort.

» Bedroom Most vacation ownership units have two bedrooms
50.5% and two full baths, and can sleep up to six people.
One-bedroom units are furnished to sleep up to four
people. A recent development is the “lockoff” or
“ackout” unit. Such units may consist of two
bedrooms and two bathrooms, or three bedrooms
and three bathrooms. They are designed so the

Roearm. Studio,
or Efficiency
7.6%

3-Bedroom or .
Larger owner can occupy the living room and one or two
5.5% bedrooms, and offer the remaining space for rental.
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Units usually include full kitchens outfitted with a variety of amenities, including large refrigerators,
dishwashers, microwave ovens, blenders, juicers and informal breakfast nooks or counters. Many also
have washers and dryers in the units. Many units include a variety of luxury features, including:

o double-volume ceilings s sumptuous master bathrooms

s terraces o home entertainment centers with large-screen
s balcomes TV sets

¢ wood-burning fireplaces s VCRs

s hot tubs *  stereos

» whirlpool baths s premium cable TV service

@ saunas

A Variety of Resort Amenities

The amenities offered at vacation ownership resorts rival those of many of the top-rated traditional resort
properties in the world, and they include:

boats and marina facilities

shuttle to off-site attractions

bicycles and paths on property
equestrian facilities

o fully-equipped exercise facilities .

¢ indoor and outdoor swirmming pools o fishing piers and tackle
s private beach access e on-site shopping centers
« golf courses s gourmet dining

» tennis and racquetball courts s theaters

e sk lifts e nightciubs

[ ]
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The Exchange Opportunity

One of the most popular features of vacation ownership is the flexibility offered through the exchange
opportunity. Exchange allows the purchaser of a vacation interest at one vacation ownership resort to
exchange it for another week owned by someone else at another time or place. Resorts are affiliated with
an exchange company, which administers the exchange service for owners at the resort. Owners
individually elect to become members of the exchange service company. At many resorts, the developer
pays for each new owner’s first-year membership in the exchange company; thereafter, the exchange
company directly solicits renewals of its memberships.

R 19 0 Loy
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The Owners’ Association

A henefit of vacation ownership is that those who buy into a recreational environment also purchase the
privilege of ownership of that environment. Specifically, the owners of vacation weeks sold on a fee-
simple condominium basis or as shares in a not-for-profit corporation become members of their resort’s
owners association, often called the Condominium Owners’ Association (COA) or Homeowners’
Association (HOA), When a stipulated percentage of the unit-weeks in the resort—usually about 75%—
has been sold, control of the association passes to the owners who elect a board of directors to oversee the
resort’s operations. The owners’ association of a vacation ownership resort operates in exactly the same
manner as any typical whole ownership residential condominium association.

BE#
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Financial Performance 1996, A Survey of Timeshare and Vacation Ownership Resort Developers
€ 1996 by the American Resort Development Association
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VACATION OWNERSHIP: 85% SATISFACTION RATINGS BY OWNERS

With over 1.7 million resort vacation owners in the US and approxirately 120,000 new buyers each year,
the vacation ownership industry is enjoying skyrocketing approval ratings from its owners and achieving
levels of satisfaction unequaled in the hospitality industry.

Owner Satisfaction Ratings

Satisfaction ratings by vacation owners continue to climb.

e S e A 1997 survey of 2,653 US vacation owners revealed that
85.2% are satisfied with their timeshare purchase. Of

6% Dis. those, 55.1% report they are “very satisfied.” This

satisfiedt represents an increase from 1993, when 75.3% of owners

0% reported satisfaction with ownership, with 39% reporting
Satisfied they were “very satisfied.”

The vast majority of US owners (76.6%) report that their expectations of vacation ownership at the time of
purchase have been matched or exceeded. -Three quarters (75:4%) of US owners say they recommend
vacation ownership to others. Owners rate the following characteristics very high (over 80%):

s services and activities in area near resort(s) » amenities and facilities at resort(s)
e cleanliness and upkeep of unit(s) e hospitality shown by staff
e construction quality e management responsiveness

Why They Buy: Flexibility, Quality, and Value

When asked to rate the importance of their reasons for purchasing timeshare, US owners cited the
following as the primary motivating factors: ‘

e Flexibility. The opportunity to exchange into other US resorts is considered the most important
motivation for purchasing. '

e Quality. The quality and desirability of the facilities is a key factor in deciding to purchase a
timeshare.

¢ Value. Households are looking to vacation ownership to receive more value for their vacation dollar.
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Top 10 Motivating Factors for Purchase
Ranked in Order of Importance by US Timeshare Owners

Scale: 1= “not important” to § = “very important”

1.. Exchange to other US resorts 4.3
2. Assurance of good accomrmodations 42
3. Good value compared to other options 4.0
4. Like unit, amenities, or resort features 4.0
5. Exchange to non-US resorts 39
6. Save money over long run ' 38
7. Confidence in timeshare company 3.7
8. Treated well during sales presentation ‘ 3.6
9. Wanted to own in that resort area 3.5
10. Affordable vacation home 3.5

Owners Report Positive Experience with Sales Process

When asked about the sales process, three out of four (73.8%) US timeshare owners rate it as “very
positive” or “somewhat positive” and give the “personality, manners, knowledge of sales personnel”
particularly high marks. This overwhelmingly positive report is a strong indication that high-pressure
selling is no longer a major issue among timeshare purchasers.

More Owners Purchase Additional Time
Of the vacation.owners surveyed, 34.9% had purchased additional time beyond that which they obtained

through their original purchase. This proportion jumps to 44.7% among long-time owners, or those who
first purchased at least eight years ago.

28%
Purchased
all at-once

tater

Most Multi-Week Owners Purchased Number of Intervals Owned
Additional Time After Experiencing Increases with Length of Ownership
Vacation Ownership w 25
799 T 29
Purchased = g 1.5 1
more Yime gé 1
E

BUnder5 5107 Ei8or more]

Years Since Purchased First Interval

Overall, 17.1% of current US owners are interested in purchasing more time in a resort where they
presently own a timeshare. The highest percentage is in Florida, at 21%. Of all US owners, 24.1% are
interested in purchasing more time at a resort other than their own. Overall, 11.9% of US owners express
some degree of interest in purchasing time in a resort outside the US.
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75% of Owners Claim Timeshare Ownership Improves Quality of Life

The positive timeshare satisfaction ratings are mirrored by positive quality of life ratings. Of US timeshare
owners, 75.6% say their lives have been affected “very positively” (35%) or “somewhat positively” (41%).
Owners in the Pacific have the highest percentage reporting positive effects of vacation ownership on their
lives, at 82.2%. '

There is also a strong correlation between believing that timesharing has had a positive impact on the lives
of the household and increased length of ownership. Long-standing owners are more likely to report a
positive impact: of owners who purchased before 1990, 76.7% report a positive impact; 74% who
purchased between 1990-94; and 61.1% who purchased between 1995-97.

The 1997 survey results also indicate that the longer a household has owned the timeshare, the more
opportunities it has had to take advantage of exchange opportunities and to realize the savings from using
the interval interest in vacation travel. The percentage of owners stating that their timeshare purchase has
saved them money on vacations increases with number of years of ownership: 53.7% of owners who
purchased before 1990 report having saved money on vacations; 36.4% of owners who purchased
between 1090-94; and 18.1% of owners who purchased between 1995-97. By comparison, over balf
(53.2%) of those who purchased between 1995-97 report the highest expectation of realizing economic

benefits over time.,

¥
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Source: The United States Timeshare Industry: 1997 Overview and Economic Analysis
: © 1997 by the American Resort Development Association

Timeshare Ownership Benefits: Results from a Nationwide Survey of Timeshare Owners
© 1995 by the American Resort Development Association
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VACATION OWNERSHIP: A DEMOGRAPHIC PROFILE OF US OWNERS

Household Income ca_f U.S. Owners

>$100,000
(24%)

>$50,000
>$75,000 (32%)
{21%)
Age of Household Head

Under 40
40 to 49
(30%)

' 50 to 59
(26%)
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A total of 1,767,000 households own timeshares in the
United States, and the number of timeshare intervals
owned by consumers is growing at a compounded rate of
9% per year, acccrdmg to a 1997 study of the US
timeshare industry.

Compared to all households in the United States,

vacation owners have higher incomes, are older, and have
higher levels of formal education than those of the
average American consumer. As an aggregate profile,
the typical vacation owner is an upper-middle-income,
middle-aged, well-educated couple. Increasingly
important segments of the market include high-income
households, singles, older consumers, and thosc wrth
hxgher edacanenal attammﬁnt =

The consumer profile of US timeshare owners continues
to move up the socio-economic ladder. Of US vacation
owners, 77% have incomes over $50,000, compared to
the 69.5% reported in 1993; 69.2% are 45 years of age
or older, compared to 67.5% in 1993; and 64% have at
least a bachelor’s degree, compared to 55.7% in 1993.

Some 86.5% of all vacation owners are couples, and
11.2% are single individuals. The percentage of singles
has increased from only 7.4% in 1978. Only 35.3% of
owners have children under 18 years of age living at
home, down from 44.2% in 1993.
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Percent In this Category

Household Characteristics by Groups

Married Couples  Household Head  Children at Home
' Age 4516 54
Years

BUS Population
WA US Timeshare Owners

Al i.eas!za fncome_df
Bachelors Degree $50,000 to
$74,999

Average US Timeshare Household Characteristics

Median Income of US Owners on the Rise

Median Income of Owners

358,900

1978

1982

1489

1983

1997

As of 1997, the median household income of vacation
owners is $71,000 annually, having risen dramatically
from $63,000 in 1993 and $23,000 in 1978. By
comparison, the median income of US households is
$33,000 per year. The range of incomes among
timeshare owners is also quite wide: 10.6% of owners
have household incomes under $40,000, while 16.8%
have incomes over $100,000.

The increasingly broad spectrum of household incomes
stems in part from the wide variety of types and prices of
timeshare intervals available for purchase today. This
trend is expected to continue as price segmentation and
product differentiation are increasingly employed as
competitive tools by developers targeting specific
segments of the consurmer population,
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Vacation Owners

By State
Vacation-Owning % of all US
State Households Owners
Alabama 14,136 0.8
Alaska 3,534 0.2
Arizona 54,777 3.1
Arkansas 7,068 0.4
California 270,351 153
Colorado 49,476 2.8
Connecticut 35,340 2.0
Delaware 1,767 18]
Florida 95,418 54
Georgia 47,709 2.7
Hawaii 3,534 0.2
Idaho 12,369 0.7
Iliinois 51,243 2.9
Indiana 31,806 1.8
Iowa 14,136 0.8
Kansas 10,602 0.6
Kentucky 17,670 1.0
Louisiana 12,369 0.7
Maine 33,573 1.9
Maryland 33,874 2.2
Massachusetts 65,379 37
Michigan 42,408 24
Minnesota 35,340 1 2.0
Mississippi 5,301 0.3
Missouri 26,505 1.5
Montapa 7,068 0.4
{-Nebraska 8,835 0.5,

Nevada 19437 | 1.1
New Hampshire 12,369 | 0.7
New Jersey 65,379 3.7
New Mexico 12,365 0.7
New York 9] 884 5.2
North Carolina 49.476 2.8
North Dakota 1] 0.0
Ohio 54,777 3.1
- Oklahoma 12,369 0.7
Cregon 15,903 0.9
Pennsyivania 93,651 53
Rhode Kkland 10,602 0.6
Scuth Carolina 2297 1.3
South Dakota 3,534 0.2
Tennessee 33,573 19
Texas 58,311 33
Utah 14,136 0.8
Vermont 5,301 03
Virginia 79,515 4.5
Washington 53,010 3.0
West Virginia 12,369 6.7
Wisconsin 38,874 2.2
Wyoming 1,767 0.1
District of Columbia 8,835 0.5
Total 1,767,600 100%

—r0Te—




Vacation Ownership Attracts Consumers From Across the Country

Vacation owners reside in all 50 states and the District of Columbia. Twelve
states have more than 50,000 timeshare owners in their population. The ten
states with the highest population of owners, listed at right, represent 53% of

Top 10 States
Where Owners Live

Lo California
owners nationwide. Florida
With 270,351 owners, representing 15.3% of owners nationwide, California P;‘msyéj’ anﬁa
dramatically leads the nation in number of owners. By region, the largest :,‘.v ror
percentage of owners resides in the Northeast, which accounts for 38% of all irginia

New Jersey

OWners.

Massachusetts
Owners of timeshares located in the Northeast and Central regions are most ”ig;{as
likely to live in their region of purchase. By contrast, only 13.9% of owners of Arizm
Florida timeshares reside in the state, Owners from the Northeast and Central ona
region account for 67.1% of timeshares in Florida.

Where US Timeshare Owners Own
Region U.S. Northeast | Southeast Florida Central | Mountain | Pacific
S (%) (%) (%) (%) (%) (%) (o)
Northeast 234 86.5 185 | 310 4.4 6.2 7.12
Southeast 14.8 3.6 542 13.0 9.0 1.7 321
Florida 54 4.4 4.8 13.9 4.4 3.4 0.92
Central 27.1 35 18.2 36.0 75.7 25.5 12.0
Mountain 9.7 1.0 2.5 2.5 3.1 41.2 5.6
Pacific 19.6 1.0 1.8 3.6 34 23.0 71.2
H##

Source: The United States Timeshare Industry 1997: Overview and Economic Analysis

© 1997 by the American Resort Development Association

Timeshare Purchasers: Who They Are, Why They Buy, 1995 Edition

© 1995 by the American Resort Development Association
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VACATION OWNERSHIP: THE EXCHANGE OPPORTUNITY

One of the major benefits of vacation ownership is that use is flexible: the time may be used personally,
given away to friends or relatives, rented out, or exchanged for time in other resorts. In 1997, 42% of
intervals owned in the US were exchanged, representing the largest type of use associated with timeshare
intervals. By comparison, 39% of intervals were used by the owning household.

Vacation exchange allows the purchaser of a vacation interest at one resort to exchange it for another
week owned by someone else at another time or place. Vacation ownership resorts are affiliated with an
exchange company, which administers the exchange service for owners at the resort. Over 99% of US
resorts are affiliated with an exchange company.

2,500,000 Confirmed Vacation Exchanges Worldwide
2,000,000 -
1,500,000 4
1,000,000

ol

2,103,434

1,492,751

702

1885 1989 1993 1997

Dominating the vacation exchange business are two major companies: Interval International (II), based in
Miami, Florida, and Resort Condominiurmns International (RCI), based in Indianapolis, Indiana. Worldwide,
II and RCI together have 4,650 affiliated resorts and more than three million consumer members. Over
97% of all exchange requests made to RCI and II are confirmed. Over two million exchanges were
confirmed in 1997 alone. To date, more than ten million exchanges have been confirmed worldwide.

Vacation Exchange Company Members Worldwide

3,000,000
2,215,203
1,440,935

1933 1987

Timeshare owners individually elect to become members of the exchange company affiliated with their
resort. At many resorts, the developer pays for each new owner’s first-year membership in the exchange
company; thereafter, the exchange company directly solicits renewals of its consumer memberships.
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Exchange Company Resort Affiliations Worldwide

5,000 4,650

3.801

1985 _ 1889 1883 1987

How the vacation exchange works, The vacation owner places his/her unit into the exchange company’s
pool of weeks available for exchange, and in turn takes another week from that pool. The exchange
companies charge a small transaction fee, in addition to an annual membership fee, for performing a
computer search to complete an exchange.

Two types of exchanges exist: internal and external. An internal exchange takes place when an owner
exchanges a week at his/her home resort for another at the same resort, or at a different resort developed
and/or managed by the same company. An external exchange occurs when an owner trades up his/her
week at the home resort in return for a week at a different resort with which the owner has no connection.
External exchanges make up the vast majority of the millions of exchanges which occur each year
worldwide.

Both RCI and I have US and overseas offices and sophisticated computer systems with databases that
store information and match members’ desires with available exchange weeks. Each exchange company
publishes an annual printed and CD-Rom directory of resorts complete with full-color illustrations. from
which members can make exchange selections.

Number of Exchange Vacations ~ Steady Rise in Use of Vacation Exchange -
Taken by U.S. Owners’
The average vacation owner has made 5.2 exchange
(&%) (25%) requests and has taken four exchange vacations.

According to a recent survey, over three quarters (81%)
of all current US timeshare owners have taken an
exchange vacation, up from 50% in 1989 and 45% in
1982.

Of the more than 2,000 US vacation owners surveyed,
74% responded that they have belonged to an exchange
company since their purchase and that they plan to
maintain their membership.

Of US vacation owners, 25% have taken six or more
exchange vacations. Approximately 32% of US owners
have taken five or more exchange vacations.
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Vacation Patterns

According to a 1997 survey of US owners, the type of timeshare use differs slightly by the region in which
the resort is located:

Florida: Owners with timeshares in Florida report the highest use by the household itself (44%).
Northeast: The Northeast has the highest percentage of owners renting out their units (10%).
Southeast: Only 2% of owners with timeshares in the Southeast report renting out their units.
Owners from this region also have one of the lowest percentages of owners who have exchanged their
intervals (37%).

e Central: In contrast to Florida, the Central region reports the lowest percentage of timeshare use by
the owning household. Only 32% of households who own intervals in this region actually used that
timeshare, but instead chose other options, such as exchanging.

» Mountain: Owners of timeshares in the Mountain region have the highest percentage of exchanging
for time in other timeshare resorts (47%). |

o Pacific: The Pacific area has the second highest use by the household itself, at 43%.

#i#

Source: The United States Timeshare Industry 1997: Overview and Economic Analysis
© 1997 by the American Resort Development Association

Timeshare Purchasers: Who They Are, Why They Buy, 1995 Edition,
© 1995 by the American Resort Development Association
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VACATION OWNERSHIP: A GLOSSARY OF TERMS

Biennial Interval. A type of interest which provides the buyer with a week of use every second year. In
recent years, there has been substantial growth in biennial intervals. They are now one of the most
common types of interest, ranking after single weeks and points programs in poplularity.

Camping Site. A space designated and promoted for the purpose of locating a trailer, tent, pop-up
camper or other similar device used for camping.

Condominium. A common interest subdivision project in which individual owners get fee title to the air

space located within the walls of their individual units as well as 2 percentage ownership interest in the

balance of the project which may include recreational facilities. Many timeshare projects are developed as

part of condominiums. Condominiums may be either fee interest or leasehold. In the fee interest

condominium, an owner has absolute title in perpetuity to his’her unit and undivided interest in the

common area facilities. In a leasehold condominium, the ownership interests end when the leasehold is
terminated, often for a term of 40 to 58 years.

Contract for Deed or Real Estate Purchase Agreement, A purchase contract by which the seller agrees
at some future point in time, when the purchaser has paid the full price of the real estate, to convey title to
the purchaser. Contracts for deed or real estate purchase agreements may be coupled with escrow
arrangements where title is held by an escrow agent to assure conveyance to the purchaser at the end of the
term, notwithstanding the status of the original seller. Escrow arrangements are especially recommended
in long-term purchase agreements.

Deed. The instrument used to convey interest in real property. The three types of common deeds in use
today are general warranty or grant deed, special warranty deed, and quitclaim deed.

Deeded Week. The standard type of timeshare ownership is the deeded week, offered by 89.8% of Us
timeshare resorts. Florida has the highest percentage of deeded week intervals offered. For many years,
the deeded week intervals were one of the only products offered.

Fee Simple. Ownership is tied to a particular unit and is owned in perpetuity or until sold by the owner.
Owner receives 2 fee-simple deed with title insurance. Close to 70% of US timeshare resorts currently sell

on a fee-simple basis.
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Fee Simple Camp Resort. Purchaser receives a deed to a specific campground complex and has the
exclusive right to use this campsite at any time. Most fee simple projects include such common area
amenities as swimming pools, showers and recreational centers that are managed by an owners’
association.

Fee Title. A common law term used to describe the status of absolute title as opposed to leasehold or
other interest less than a full ownership interest in real estate. It is commonly used in reference to “fee
simple title” or “fee simple absolute.”

Fixed Week Shared Interest or Fixed Time. A type of fractional ownership in which the owner knows
the specific weeks within a given year that he/she will have access to the accommodations year after year.
The majority of US timeshare resorts include some weeks on a fixed-week system. It was the norm among
new developments until the mid-1980s. Given its mature market, Florida has the highest percentage of
resorts using a fixed time in their plans. However, fixed time is generally now limited to special events or
holidays rather than throughout the year.

Floating Time within Seasons. The second most widely utilized plan, where consumers may book any
time they choose within a given seasonal time frame (and usually within a given unit type) at their resort,
subject to availability. This type of plan is most common in both the Mountain and Pacific regions.

Floating Time Year-Round. This access arrangement allows consumers to reserve time in their resort
without seasonal restrictions. The percentage of resorts offering this type of plan has increased from
12.7% in 1993 to 20.3% in 1997. This type of use plan is more popular in the Pacific region, especially
Hawaii.

' Fractional Interest. Intervals longer than 2 traditional timeshare unit-week. Typically one-quarter, one-
eighth, or one-tenth share in the accornmodation. Generally, fee title ownership is conveyed. Only 8% of
US timeshare resorts currently sell fractional interests, or interests in multi-week packages.

Leasehold Product. All ownership rights in the real property are assigned for a specified number of years.

Membership Camp Resort. The type of camp resort in which owners have rights of use based on
membership certificates that are generally effective as long as the member pays the dues and assessments
required. The developer retains ownership of the real property and improvements.

One —Week Interest or Points Offering. The majority of US timeshare resorts (93.7%) provide interval
interests sold either in increments of one week of use each year or as points offerings. Florida has the
highest percentage of resorts which offer one-week interests or points programs, at 99%. The Mountain
region reports the lowest percentage, at 84.6%,

Owners’ Association (OA). A body of owners created by statute or by filing of articles of non-profit
corporation that administers the rules and regulations of a project. Membership in the owners’ association
is generally mandatory in projects where multiple interests are involved. Such associations are also
sometimes known as a Homeowners ' Association (HOA), a Condominiums Association (COA), a
Property Owners " Association (POA), or a Common Interest Realty Association (CIRA).
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Points. Under a points-based access plan, the consumer obtains a type of vacation credit redeemable each
year for a varying number of accommodation nights depending upon the season, day of week, size of unit,
and resort location chosen. Because points programs have entered general use only in recent years, only

5.9% of resorts currently offer them, however they are rapidly becoming more common. Points programs
are most widespread in Florida, followed by the Pacific, where the concept originated.

Private Camp Resort. A camp resort which typically provides a broader range of amenities and activities
for campers, more stringent security measures, and a more wholesome, family-oriented environment than
public campgrounds. Many of these camp resorts offer on-site camping trailers and/or cabins.

Property Report. The legal disclosure docuinent, issued by the state in which a project is located or sold,
which provides information to the buyer regarding the purchase as required by state law. It is also known
as the Public Offering Statement or Publzc Report, depending upon the jurisdiction. The information
contained in the report has been decreed by the legislature of the particular state to be important for a
purchaser to know before making a decision to participate in a resort development. Such a report
generally sets forth the rights of purchaser with respect to rescission and information regarding the
background experience of the developer as well as detailed information regarding the project itself.

Rescission. The period of time guaranteed under federal or state law during which a purchaser can cancel
the purchase contract without penalty and receive a complete and full refund.

Right to Use or Timeshare Use. A license or contractual or membership right of occupancy in a
timeshare or other common interest subdivision which confers no ownership of the underlying real estate.
This form gives buyers access to.the property for a specified amount of time. Currently, 10. 1% of US-
timeshare resorts offer right-to-use interests, up from 4% in 1993. Right-to-use programs are most
common in the Pacific region.

Split time. Allows owners to split their weeks, generally into three-night weekends and four-night
weekdays. This plan option has become more widely available, offered by 23.1% of resorts today, up from
only 9.7% in 1993. Split weeks are most prevalent at resorts in the Mountain and Pacific regions, and are
the least common in the Northeast and Florida. Many urban timeshares allow use by the mght.

Three-Day Cooling-Off Rule. A Federal Trade Commission ruling that applies to non-fee timesharing
(right-to-use) and camping membership sales made at a place other than the “place of business of the
seller.” In these instances, the sales contract must include a three-day right of rescission, and the seller
must furnish the buyer with duplicate copies of the “Notice of Cancellation™ with the appropriate
information correctly filled in on the form. This rule does not apply to sales made at the seller’s place of
business, made totally by mail or phone, or the sale of real estate, insurance or securities. Nor does the
rule apply to fee timesharing and other sales of interests in real estate.

Timesharing. Used to describe a method of use and ownership of real estate where purchasers get title to
specific periods of time in units of real property in common interest subdivisions.
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Timeshare Estate and Timeshare Interval. A real property concept that allows an owner of real
property to convey intervals of time in a specific real estate project.

Timeshare Project. A project in which a purchaser receives the right in perpetuity for life or for a term of
years to the recurrent exclusive use or occupancy of a lot, parcel unit or segment of real property, annually
or on some other periodic basis. Such a timeshare project covers a specified period of time allotted from
the use or occupancy periods into which the project has been divided.

Truth-in-Lending. Used to describe federal and state programs that require sellers in a consumer credit
transaction to reveal to purchasers the total cost of credit.

Undivided Interest. With the undivided interest, shares are sold on a ratio of multiple members per unit.
This interval format currently is available at only 6.7% of timeshare resorts. By far, the largest market
providing undivided interests is the Mountain region, with 21.5% of resorts reporting the presence of this
type of interval.

Vacation Club. A travel and use product which offers members great flexibility. The buyer receives a
single ownership interest (deeded or right-to-use) which entitles the member the right to use
accommodations at all resorts in the club’s system. Membership may include priority reservation right to
the member’s home resort. Other typical attributes may include: finite term of membership; common use
of “points” to get accommodations or other benefits; benefits other than lodging, such as travel services,
hotel discounts, golf packages, health and city club memberships; and different types of lodging, such as
condominiums, timeshares, hotels, campgrounds or cruise ships.

Vacanon Ownership. Used to describe all forms of vacation property ownership, including resort
timesharing, second homes, timeshares, fractional interests, membership camping interests, and recreational
subdivision lots.
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