Unpacking timeshare and
vacation club sales

Better Business Bureau® study finds high pressure sales,
deceptive exit schemes and impostor scams throw shade
on popular industry



Introduction

hen it comes to vacationing, many people plan their
year around a big trip that often costs thousands
of dollars. Consumers wanting to save money on

big expenses like lodging may find scammers and predatory
companies ready to deal.

Timeshares and vacation clubs often promise pristine
locations, luxurious lodging and investment opportunities.
Instead, some consumers encounter hard-to-book vacations,
undisclosed maintenance fees and a litany of other issues
after paying tens of thousands of dollars for their timeshare.

“During the high-pressure sales presentation, we were told
amazing things about what this timeshare ownership would
be. We were told we could easily travel anywhere. We were
given this picture of traveling the world in the easiest,
cheapest way possible. This timeshare ownership has been
nothing close to this image,” Kevin from Lebanon, Maine told
Better Business Bureau (BBB).

To prevent these types of issues, BBB recommends timeshare
salespeople ensure consumers understand booking
limitations, and all other contract details, before attempting
to close a sale.

Consumers like Kevin often report after signing a contract,
they found the offers were not as advertised. “There are
many hidden fees that were not disclosed to us the day we
signed our contract. Upon doing research, any place we
would like to visit is always booked months or years out,” he
said. “We still have not used our timeshare ownership at all.”

With the advent of home sharing companies like Airbnb and
Vrbo, some long-term timeshare owners have looked to sell
theirs, only to find them virtually worthless.

Corazon in Oxon Hill, Maryland told BBB that years of
previously undisclosed maintenance fees and better vacation
options led her family to want to sell their timeshare.

“We thought we would be able to give it to our children
someday or sell it for extra money for our retirement and
the (timeshare) sales team made us feel like all of this was
possible,” she said. “We would have never purchased this
had we known how much it would really cost.”

Consumer complaints to BBB about timeshare and vacation
club companies increased post-pandemic as consumers
began to venture back out into the world and make vacation
purchases. As the dust settled, many buyers realized that
their timeshares were lifetime expenses unless they could be

About this study

This study is intended to give consumers, businesses, news media,
researchers and regulatory agencies an in-depth understanding of:

e Ethical standards, regulations and enforcement
e How bad business practices can affect industries
* How related scams work

BBB’s overall goal is to educate and build confidence in addressing issues

if they arise.

sold to someone else. This situation could be avoided. BBB
recommends timeshare sellers provide historic data as well as
projected increases for all fees associated with a timeshare.

Owners like Corazon sometimes turn to timeshare exit
companies whom they think can help, but later find empty
promises.

When Justin in Spring, Texas located a timeshare exit
company that looked legitimate, he paid nearly $3,000
upfront. His contract stated that he had a 10-day grace
period to back out of the agreement. After thinking about
it, he started to get nervous about the company. When

he attempted to get his money back, he was given the
runaround.

“The person on the phone confirmed that | was eligible

for a refund, but that refunds were handled by another
department. She said | should look for an email from the
refund department soon,” Justin said. “It has now been over
two months, and I still have yet to receive my refund.”

BBB recommends money-back guarantees for sales, resales
and exits be honored promptly or not offered at all.

Some timeshare-related businesses treat consumers
ethically, resulting in positive experiences for buyers and
owners. This BBB study focuses on negative patterns

of behaviors from companies in the timeshare and exit
industries that concern consumers, industry associations
and regulatory agencies. By calling out and denouncing
substandard marketplace behaviors of businesses and
scammers, this study intends to make consumers smarter
and businesses better.

While BBB has received reports about vacation rentals and
flight purchases made through third-party sites that cause
consumers to lose out on millions, timeshares remain one of
the most complained about vacation businesses.
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Timeshares

Realistic expectations for timeshares and
vacation clubs

simple way to book vacation properties, and the

practice made its way across the Atlantic to the
United States a decade later. Timeshares remain popular.
In 2021, more than 150 resorts responding to a survey by
the American Resort Development Association (ARDA)
reported to have more than 200,000 units designated as
timeshares. That amounted to over 334,000 new sales
totaling $8.1 billion. As consumers continue to vacation
more post-pandemic, timeshares continue to be an option.

Timeshares originated in Europe in the 1960s as a

Discerning between various timeshare or vacation club
structures, useability and total cost can be tricky. Here are
definitions and guidelines to help understand what is in a
timeshare contract, what it takes to sell a timeshare and the
misrepresentations or outright scams that are prevalent in
the industry.

How does timeshare ownership work?

timeshare is pitched to consumers as a way to
Ahave an ownership stake in a property or pay for

continued access to the same vacation home.
Because it is shared with other buyers, many are told that
they can save money and avoid much of the traditional

hassles of ownership.

There are two main types of timeshares:

* Deeded. A deeded timeshare means that the buyer
takes a percentage ownership stake in the property. The
percentage is usually based on the amount of time they
have access to it.

*« Non-deeded. This type of timeshare typically means that
the buyer obtains a “right to use” rather than owning a
stake in the property.

BBB® Tip:

Research a resort and its timeshares before
attending any sales presentations.

The laws vary between states in the U.S. and Canadian
provinces, but many consumers typically have access to a
“cooling down” or right of recision (cancellation) period for
several days after signing a contract. That gives them time
to reconsider their purchase and back out of it within the
allotted period.

Once that has passed, most contracts lock in buyers for
life, an understated and often misunderstood aspect of
timeshare ownership. Weak laws around disclosure and
transparency lead consumers to misunderstand their
contracts.

The timeshare industry in Europe suffered a big blow after
Spain enforced consumer protections in a set of cases.

One such case led to a ruling that the “perpetuity” aspect
of timeshare contracts is illegal. That helped accelerate

a decline in timeshare ownership across the European
Union. A quarter of all timeshares worldwide are owned
by Europeans, showing the industry’s staying power amid
stronger consumer protections.

AVERAGE COST TO ACQUIRE
A TIMESHARE:

$24,140

Source: American Resort
Development Association

How much does a timeshare cost?

size and location. ARDA found that the average

timeshare purchase price in 2021 was $24,140. It is
easiest for consumers to think about that fee as the one-
time cost associated with buying a timeshare, much like
buying a home. Some pay it upfront, but others may finance
the cost. Traditional banks usually won'’t finance these types
of loans, but sellers may offer them. Buyer beware, they
often come with high interest rates.

The costs associated with timeshares vary by property,

The biggest difference from buying a property is that the
purchase price of a timeshare is not like traditional real
estate. Consumers should be wary of thinking of that price
as the value of their unit, because owners are often left to

take on steep losses when reselling their shares.

It is important to note that the Internal Revenue Service
(IRS) typically considers timeshares to be personal

assets and not property, meaning that losses cannot be
deducted come tax season. Simply put, timeshares are not
investments.

And while ownership in a timeshare means that the hassle
of fixing and maintaining the unit is left to the resort, the
timeshare owner must pay maintenance fees each year. The
fees are not set in stone, so they likely will increase over

the years as the cost-of-living increases around the world.
According to ARDA, annual maintenance fees averaged
$1,120 in 2021. Much like the misconception about reselling,
the average buyer’s understanding of maintenance fees can
be cloudy. Anyone considering a timeshare should scour the
contract to find fee details.

How often can you use a timeshare?

Timeshare companies grant owners the right to use the
property for a certain amount of time each year. Buyers
should understand how resorts divvy up these properties
before committing to a contract.

3


https://www.americanbar.org/groups/real_property_trust_estate/publications/probate-property-magazine/2022/may-june/timeshares-history-project-structuring-and-types-plans/
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https://www.investopedia.com/articles/pf/08/timeshare.asp
https://www.investopedia.com/articles/pf/08/timeshare.asp
https://www.naag.org/attorney-general-journal/timeshare-obligations-regulations-and-challenges/#footnote_17_11819

Timeshares

Types of usage:

* Fixed-week. Buyers have access to a specific property
during the same week or two, every year.

e Floating. The property can be used at any time, if it is
available.

e Fractional. These are like fixed-week contracts, but they
typically allow for a longer amount of time such as a month,
three months or a year.

e Points. Consumers purchase “points” used to book a
timeshare. That may give them flexibility and access to
different properties at different times of the year, depending
on the contract.

What is a vacation or travel club?

vacation club is similar to a timeshare. Buyers still
Apay upfront fees and maintenance costs, but they

receive access to a variety of destinations and times
to use their membership. In many cases, vacation clubs are

actually just a group of timeshares bundled together where
the consumer is paying for access.

An important note, however, is that buyers do not own
anything, they are only purchasing a right to use the
property.

Some travel clubs also plan trips for members to travel at the
same time, providing companionship and the opportunity for
group rate discounts.

Potential vacation and travel club buyers should follow

the same advice that applies to timeshares: research the
companies and thoroughly read contracts for as many
details as possible, because these memberships can be hard
to sell.

While legal advice may be expensive, those who can afford
it would likely benefit from having a lawyer read over any
contract before signing.

Numerous consumers tell BBB they received letters

from travel clubs demanding payment for past dues for
memberships they believed were cancelled years ago.
Castaways Vacation Club, Funseekers, Sealand Travel Club,
and Tradewinds Vacations all share the same address — a
P.O. Box in Litchfield, llinois — and have an “F” rating, the
lowest on BBB’s scale. Consumers say they received an
“Overdue Notice” with a large red “Final Notice” stamp,
presumably to coerce people into paying fees they may not
owe.

In most states, debt collectors can attempt to collect debts
after statutes of limitations — legal time limits to start a claim
or lawsuit — expire, but threatening to file a lawsuit against

a consumer after the statute of limitations has expired may
violate the Fair Debt Collection Practices Act. Consider
consulting an attorney before responding to demands to pay
an alleged debt that is several years old.

Source: Complaints to BBB from consumers, 2020 - 2022

Source: Reviews to BBB from consumers, 2020-2022



https://www.bbb.org/article/news-releases/28456-bbb-st-louis-update-complaints-reporting-false-billing-scare-tactics-against-litchfield-based-travel-companies-continue
https://www.bbb.org/article/news-releases/28456-bbb-st-louis-update-complaints-reporting-false-billing-scare-tactics-against-litchfield-based-travel-companies-continue

Timeshares

Misrepresentation in timeshare sales is
common

timeshare and vacation club pitches they attended were
originally presented as low-effort ways to receive benefits
or perks just for learning about the vacation options.

I n reports to BBB, hundreds of consumers said that

Some were offered free dinner and a show. Others were told
they would get tickets for excursions. The biggest offers might
even promise cash or a free weekend stay at a timeshare
location.

“We were told to fill out a form to win a free trip to Disney,”
Veronica from Elizabeth, New Jersey told BBB. “This was the
sales strategy to get us in for a ‘free dinner’ while the sales
representatives presenting this ‘amazing’ travel program.”

It is common for a 30-minute meeting to turn into an hours-
long affair. In some cases, presentations last up to 8 hours.
Many presentations start with attendees completing a
guestionnaire, used to build a relationship with the attendees
and gauge their ability to purchase. The first presenter may
provide flashy information and imagery about the resort to
keep at the forefront of the audience’s minds. They may tell
the audience that their purchase will save them money and be
a great investment.

Timeshare industry complaints by business location

BBB® Tip:

Don’t be pressured into
signing a contract. Insist on
time to read the contract,
terms and conditions.

The sunny coastal states of Florida
and California top the charts with
the most consumer complaints and
timeshare, vacation club and exit
locations.

Missouri stands out with the third
most complaints, but only the seventh
most resorts, mostly located in
Branson. A 2018 BBB report on the
Missouri timeshare industry found

a host of businesses with deceptive
practices.

Source: Consumer complaints to BBB about timeshare sales, vacation club and timeshare exit companies, 2020-2022

South Carolina

North Carolina

Source: ARDA International Foundation, 2022 State of the Vacation Timeshare Industry

Top 10 states with highest number of timeshare properties Top 10 business location states for timeshare industry
complaints to BBB

# of complaints

1,670

1,087

Source: Consumer complaints to BBB about timeshare sales, vacation club and timeshare
exit companies, 2020-2022



https://www.cbsnews.com/losangeles/news/couple-recounts-their-timeshare-nightmare-as-a-warning-to-vacationers/
https://www.cbsnews.com/losangeles/news/couple-recounts-their-timeshare-nightmare-as-a-warning-to-vacationers/
https://www.bbb.org/article/news-releases/18149-dont-fall-for-deception-pressure-and-traps-disguised-as-vacations-a-better-business-bureau-study-of-the-missouri-timeshare-vacation-club-industry
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As the presentation continues, a lot of psychological factors
come into play. Potential buyers become attached to the
destination being pitched and begin to feel like it would be a
waste of time already invested to not sign up.

When that point is reached, sellers often use high-pressure
tactics to close a sale. Consumers report being told that
deals were “for that day only,” even though it is rarely true.

A seller may also claim that cancellation is easy, which is

far from the truth for most contracts. Tired and hungry
attendees who have sat for several hours may cave in at this
point and agree to purchase, believing it is the best way to
end the meeting.

According to BBB complaints, consumers report that some
sellers did not tell the buyer about the cancellation options
and recision windows during the presentation, and the buyer
did not know about these terms until they read the contract
several days after the purchase.

unethical way,” said Christopher Elliott, Chief Advocacy

Officer for Elliott Advocacy, a non-profit that has
helped consumers resolve timeshare issues for decades.
“The way that timeshares are sold should be illegal.”

Timeshares are sold in a very aggressive and borderline

Buyers should beware anytime they are considering a
timeshare, he said. “You have to work deliriously hard to find
someone who is happy with their timeshare.”

Though ARDA has laid out a code of ethics, BBB’s 2018 study
found that many timeshare companies do not follow it.

Some consumers do report being happy with their timeshare,
however, and ARDA representatives said complaints come
from only a small percentage of owners. In an ARDA survey
of timeshare owners, 90% reported being happy with their
timeshare and 84% said they would purchase a timeshare
product again.

ARDA President and CEO Jason Gamel said in an interview
with BBB that the timeshare industry has worked over the
past decade to shed many of the high-pressure practices
traditionally associated with the industry.

According to Gamel, there is a push and pull dynamic
between ethical business rules and a consumer’s
responsibility to understand what they are purchasing, and
potential buyers should do as much research as possible
about a resort before attending meetings.

Veronica did get a free dinner; there was no Disney trip.
Instead, she was persuaded to buy a timeshare. When it
came time to book her stay, she said it was so difficult that
she only made the trip once in two years.

If a consumer sends a complaint to ARDA, a committee
reviews the individual report, as well as patterns of
complaints with a resort.

When BBB asked about sanctions for businesses failing to
follow ARDA’s code of ethics, Gamel said the committee’s
deliberations and results are confidential.

In an ideal world, there are several improvements ARDA
wants to see:

e Sales meetings should be kept as short as possible while
still serving customers’ needs.

¢ A continued shift toward different sales meeting types,
such as online sales.

e Paperwork with clear information about maintenance
fees (including historic data to show how they have
changed).

¢ Clear, upfront rescision policies, booking blackouts and
limitations stated in documents. Gamel called 10 business
days for cancellation the “sweet spot,” though he said
some states have existing laws that make shorter or
longer periods more feasible.

e Alternatives for consumers who want to relinquish
timeshare ownership. “ARDA clearly believes that it is
important for timeshare developers to provide options
to their owners when their timeshare is no longer serving
their vacation needs,” Gamel said.
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Timeshares

If a prospective buyer is unable to
pay the initial costs upfront, some
companies offer short-term loans to
seal the sale.

According to several reports to BBB,
buyers were saddled with double-digit
interest and a poor credit rating.

Roy in Lafayette, Indiana said he was
so overwhelmed by payments due on
his timeshare that he couldn’t make
payments on his home or business,
with the latter eventually closing and
destroying his finances.

And as time goes on, owners may find
that, depending on their timeshare,

it is hard to book a time to go to the
property. There may be blackout
dates or others booked it for the time
they needed, meaning that they can’t
travel there as often as they originally
imagined.

In the news and other
conversations

In HBO’s Last Week Tonight with
John Oliver on March 19, 2023, Oliver
lambasted the timeshare and exit
industries for deceptive practices.
The satirical report contains strong
language.

Timeshare exit companies have

recently faced scrutiny in Arizona after

ABC 15 looked into one woman’s case.

Consumers’ Checkbook published
an article on reports to BBB about
consumers’ experiences with
timeshare exit companies.

CBS laid out tips for consumers
looking to purchase a timeshare soon,
after warning consumers last year
about scam resales.

AARP put out a guide on how exit

schemes work and how to avoid them.

Recommendations for timeshare industry

¢ Create a system for immediate feedback on timeshare presentations
to ensure that no unethical or deceptive practices occur during a pitch

meeting.

e Eliminate multi-hour timeshare pitch meetings.
* Give a 10-year cost estimate of a timeshare and its maintenance fees

based off of historic fee increases.

» Disallow salespeople from telling customers that deals are for a “limited

time only.”

e Reprimand businesses and individual salespeople who promise things
verbally that are not in the contracts they present.

e Stop pressuring consumers to sign contracts immediately. Instead, give
them the chance to leave with a contract and think it over.

*  Provide a phone number, email address and other pertinent contact
information at contract signing for consumers to reach out to if they wish

to sell or give back their timeshare.

* Increase transparency about businesses that repeatedly violate ARDA’s
code of ethics. Expel members if necessary.

« Be more transparent about any lifetime financial commitments with
considerations of disclosures required under the Truth in Lending Act.

told BBB, “When we originally

purchased, we were not told
that we only had one week of usage
every other year. We were told at
the ‘update’ meeting the only way
to fix this was to buy more. We were
told that this would fix the problem
of never being able to make a
reservation. After purchasing more,
we found out that this was not true
either.”

S arah from Claremore, Oklahoma

Maintenance fees total in the
thousands each year. In some cases,
buyers had no idea that they needed
to continue to pay each year.

“We found out after joining them,
six months later,” said Randall
from Morgan City, Louisiana, who
was surprised to see a $750 bill for
maintenance fees. “They were very
manipulative during this process.”

Those fees typically rise each year, a
fact not often disclosed in pitches.

Vacation and travel club presentations
contain many of the same issues.

For some, there are also hidden fees
not discovered until the consumer
arrives at the resort. Others said their
accommodations were different from
the ones they booked.

“l booked a room and (was) promised
a two-queen bedroom with a queen
pull out sofa. On arrival we were told
they had no pullout at all and denied
ever telling me that,” Lenna in Toccoa,
Georgia told BBB.

BBB"® Tip:

Ask for maintenance fee
figures for the past five years
to see if costs have risen.


https://www.creditkarma.com/personal-loans/i/timeshare-refinance
https://www.youtube.com/watch?v=Bd2bbHoVQSM
https://www.youtube.com/watch?v=Bd2bbHoVQSM
https://www.abc15.com/news/let-joe-know/timeshare-exit-company-leaves-valley-woman-dealing-with-a-nightmare
https://www.checkbook.org/national/timeshare-exit-companies-deserve-a-time-out/articles/How-Timeshare-Exit-Companies-Operate-7345
https://www.checkbook.org/national/timeshare-exit-companies-deserve-a-time-out/articles/How-Timeshare-Exit-Companies-Operate-7345
https://www.cbsnews.com/news/what-is-a-timeshare-cbs-news-explains/
https://www.cbsnews.com/chicago/news/offer-to-buy-timeshare-for-over-1-million-turns-out-to-be-elaborate-scam/
https://www.aarp.org/money/scams-fraud/info-2023/timeshare-exit.html

Timeshare exit companies

Can timeshare exit companies be trusted?

felt their experiences with timeshare exit companies
were as deceptive as their experience with their
timeshare salespeople.

D ozens of consumers told BBB in interviews that they

Often, when a buyer decides to sell, they turn to a timeshare
exit company. There are many reasons why a consumer may
want to sell their timeshare. Some consumers find that as
they age, they can no longer travel as they once did.

According to BBB Scam Tracker reports (2020-2022), more
than 40% of travel fraud complaints come from people
older than 55, and prosecutions of timeshare exit companies
indicate that predatory businesses and scammers alike are
likely to target older buyers.

Many buyers told BBB they were originally pitched on the
benefit of passing their timeshare to their heirs. With time,
however, they wanted to sell instead to prevent their children
from being saddled with rising fees and costs.

According to reports to BBB and based on some exit
companies’ advertisements, timeshare exit companies may
take advantage of that fear, telling owners the only way

to get out of their contract is to retain an exit company’s
services.

Timeshare sellers can exacerbate the problem. Some heirs
say they’ve been approached by their parent’s timeshare
companies and told they are required to take on payments. In
most cases, the descendent can choose to refuse that part of
their inheritance to avoid taking on monetary responsibility.

Some consumers told BBB they were glad for the services
timeshare exit companies provided after they spent

months or even years trying to get out of their timeshare
commitment. In an interview with BBB, ARDA representatives
urged owners looking to sell to check whether their resort is
a member of the Coalition for Responsible Exit, an industry
group meant to help owners in good standing get rid of their
timeshare commitment.

BBB® Tip:

Be wary of any timeshare exit company
making big promises about resale prices.

Many owners have turned to Timeshare Users Group, a self-
described “source of consumer-oriented information and
advice.” Despite being owners themselves, the organization
said people should be realistic about reselling their timeshare.

“We hate to be the bearer of bad news but selling a timeshare
is very, very difficult and in some cases almost impossible,”
the website claims. “Some timeshares have depreciated

over 99% and it is more and more common for individuals to
actually list their timeshares for a single dollar in hopes that
someone will take them!”

While many users on the TUG forum benefit from those single
dollar sales to score cheap vacations, some owners have
found relief from maintenance fees by selling their timeshare
on the cheap.

What can you do if you inherit a timeshare?

* In most cases, a company cannot force an heir to inherit a
timeshare. If an heir has inherited a timeshare and doesn’t
want it, they can “disclaim” the property.

e Experts recommend that heirs provide a written statement

to the probate court handling their estate saying they wish to

disclaim.

¢ Heirs should direct the will’s executor to inform the resort
that the parent has passed so the resort can take back the
timeshare.

¢ If you want to inherit the timeshare, it will be much like any
other property passed down in a will. Children will need to
allow time for the probate court to process the transfer.

¢ If the timeshare is “deeded,” it is possible that a case will

need to be opened in the probate court where the property is

located.

* No matter what choice an heir makes, it is recommended
they consult an attorney to ease the process.


https://www.justice.gov/usao-nv/pr/leader-timeshare-resale-fraud-scam-targeting-elderly-victims-sentenced-five-years-prison
https://home.treasury.gov/news/press-releases/jy1315
https://tug2.net/timeshare-survey/2022-timeshare-owner-survey-results.html
https://responsibleexit.com/who-we-are/

Timeshare exit companies

A press release regarding restitution for people who lost money in a timeshare exit scheme. Source: Washington State Attorney General’s office

contract, many predatory exit companies use

attractive and deceptive language. Many timeshare
owners claim the exit companies promise large savings
and quick sales of their property if they use the company’s
services.

M uch like the effort to get buyers to sign a timeshare

It’s no secret that owners are routinely locked into tough-
to-sell commitments. Yet timeshare exit representatives
typically require an upfront fee, which only adds to the cost
the owner will incur as maintenance fees continue to build
up. A 2019 BBB study showed how exit companies thrive in
Missouri.

BBB"® Tip:

Watch out for too-good-to-be true money
back guarantees from exit companies.

Raymond from Chandler, Arizona told BBB that he paid
Reed Hein & Associates LLC (which also previously operated
Timeshare Exit Team) more than $4,000 to help exit from
his timeshare:

“They told us 9 months max they would have us out of our
contract with our timeshare,” he said. “We called and left

Recommendations for timeshare exit industry

*  Stop collecting upfront fees until services are rendered.

e Do not make promises or guarantees that cannot be kept.

*  Quickly honor customers’ money-back guarantee claims.

+ Do not encourage consumers to say they were pressured or
deceived into buying a timeshare, unless true.

* Be transparent with what services are offered during a
timeshare exit, along with limitations.

 Self-regulate by establishing and abiding by ethical

advertising and selling standards.

several messages and emailed them repeatedly since we
were not getting any updates. Eventually we would get an
email response. They never call us and never answer when
we call them.”

Reed Hein & Associates/Timeshare Exit Team were
eventually taken to court by the Washington State Attorney
General for their money-back guarantee and lost. The
Kirkland, Washington based company agreed to pay $2.61
million to the state for restitution and retract its statements
earlier in the case that attempted to discredit the state’s
case.

More than 2,800 Washington residents lost amounts of at
least $3,000 as they hired Reed Hein & Associates to get
out of their timeshare agreements. Even as the case closed,
many residents remained in their contracts.

“Reed Hein deserves its “F” rating from the Better Business
Bureau. Their dishonesty and reckless behavior had grave
financial consequences for its customers,” said Washington
State Attorney General Bob Ferguson.

During BBB’s interview with ARDA, the group compared the
methods of timeshare exit companies to foreclosure rescue
scams, where fraudsters make big promises about helping
consumers escape from underwater mortgages, only to put
them in worse financial shape than when they started.



https://www.bbb.org/article/warnings/20098-timeshare-exit-trap-better-business-bureau-study-of-how-some-of-southwest-missouris-timeshare-relief-operators-victimized-timeshare-owners-across-the-us
https://www.bbb.org/article/warnings/20098-timeshare-exit-trap-better-business-bureau-study-of-how-some-of-southwest-missouris-timeshare-relief-operators-victimized-timeshare-owners-across-the-us
https://www.atg.wa.gov/news/news-releases/ag-ferguson-reed-hein-pay-261-million-resolve-timeshare-exit-scheme-lawsuit
https://www.ftc.gov/media/70960
https://www.ftc.gov/media/70960

Vacation scams

A fraudulent confirmation notice used by scammers as part of a vacation package scam. Source: Consumer reports to BBB

discounted cruises, stays and airfare can fall victim

to a bevy of predatory businesses and scams. BBB
complaints show consumers pay out thousands of dollars,
often after trying to save money through third-party sites or
from cold calls.

Consumers who receive offers for free or substantially

Rental and hotel scams

Scammers will advertise “too good to be true” prices on
hotels or rental home bookings. Often times, these bookings
don’t exist, or they will be completely different from the
pictures and descriptions of the booking page.

Free vacation scams

Consumers may also be tempted by phone calls or emails
promising free vacations or cruises. If the vacation packages
do exist, there are usually hidden fees or unknown costs
associated that aren’t disclosed ahead of time.

Fraudsters will make up deals wholesale, hoping to get the
consumer to pay up before they disappear.

Flight scams

Jayaprakash in Grosse Point Park, Michigan told BBB he
was attempting to contact Delta Airlines to book a flight.
He used a search engine to look for their 800 number,

but he unknowingly found an impersonator. The scammer
convinced him to hand over $5,000 for the tickets before
Jayaprakash realized it was a scam. Luckily, his credit card
company helped him secure a refund.

BBB has seen this type of scam happen online as well, where
fraudsters create realistic looking websites that resemble
third-party booking sites or airline websites.

Vacation experience scams

Even vacation activities are not immune to scammers,
especially vacation curation services that can run hundreds
or even thousands of dollars to book.

Tyla in Newport News, Virginia told BBB that she booked a
luxury yacht experience in Seychelles, Africa with a group
of friends, all who paid $3,200 each. When they arrived,
they found that the boat wasn’t as promised, food wasn’t
provided and the
experience didn’t

match anything that
was described to

them ahead of time.

She felt deceived

by the organizer. “O
stars. O/10 do not
recommend. No one
should work with
this man ever again,
Tyla said.

»

A fraudulent receipt used by scammers as part of a vacation package scam. Source: Consumer reports to BBB
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https://www.bbb.org/article/scams/16913-bbb-tip-5-top-vacation-scams-to-watch-when-making-travel-plans
https://www.bbb.org/all/spot-a-scam/how-to-identify-a-fake-website

Vacation scams

Scammers mimic timeshare companies’

high pressure tactics BBB Scam Tracker"

the timeshare industry, taking advantage of the Victims Median
high-pressure sales tactics and hidden fees used in amount lost

the industry to convince consumers to hand over cash.

Reports from consumers to BBB describe how consumers 327 $1,409 $1,916,433
are misled by scammers who claim they owe fees for old

timeshare/vacation club sales, or they pitch them phony

timeshare exit plans. - $1,083,941

Scammers try to convince the person that they owe

money for missed fees from their timeshare or that they $613 $575,452
failed to come to a second presentation and now owe

money for the gifts they received. The fraudsters follow

the cold call with high-pressure tactics and |ega| threats to Source: BBB Scam Tracker reports for vacation-related scams

get money forwarded to them through tough-to-recover

means like wire transfers or money sharing apps like Zelle
and Venmo.

S cammers have found their way into the cracks of

*Losses reported in 2022 may have been impacted by a system update.

Consumer Sentinel Network different tactic. Because owners of timeshares or

vacation clubs are so desperate to get out of their
contracts, scammers who can get their hands on timeshare
Reports Median loss Total loss ownership rosters can leverage that information to their
advantage. They may call consumers with generous offers to
buy their properties. The catch is that the timeshare owner
5020 95,996 $1,089 $196.6 million must pay a “processing fee” or a “local tax” on the sale.

Timeshare exit scams are more common and take a

“This company contacted us in November and advised they
had an investor that was wanting to acquire timeshares,”

2021 72,035 $1,098 $99.2 million Gary from Conroe, Texas told BBB. “Their representative
advised us that all we would have to pay was a transfer fee
of $3,170, to be wired to an attorney.”

2022 62,445 $1.259 $lOES ilien Gary believed that to be a fair deal for the $46,000 he
would make on the sale, so he sent it. The scammers told
him he needed to pay another $5,072 for taxes and that the
supposed company took 8% commission, another $2,536.

Source: Travel, vacation and timeshare plan reports to the Consumer Sentinel Network, At each step, the fraudsters said he would lose the money
administered by the Federal Trade Commission he had already sent if he did not continue to send more.

Unfortunately, in cases like Gary’s, the money was gone the

FTC data includes deceptive offers for “free” or low-cost vacations, cut-rate student travel moment he sent it. In tota /, he lost more than $7 O, 000.

packages, misleading timeshare offers, etc.

Scammers use official looking language and contracts to fool consumers into believing their fake purchase agreements are real. Source: Consumer reports to BBB


https://www.ag.state.mn.us/consumer/Publications/TimeShareResaleScams.asp

Vacation scams

BBB Scam Tracker reports by victim’s location

Source: BBB Scam Tracker reports for vacation-related scams, 2020-2022

he scam spans
Tborders. Angelia

in Halifax, Nova
Scotia to/ld BBB
that she received an
unsolicited call from
a supposed timeshare
reseller. The scammers
said they had buyers
in Dubai that wanted
to purchase it, as long
as she split the tax bill
from the sale.

After sending $7,000
through a money order
to the fraudsters, they
told Angelia that she
needed to pay another
fee to make sure that
the purchase went
through. At that point,
she knew she had
been scammed, but it
was too late to recover
her cash.

Once a fraudster has stolen money, they will continue to come back for more. This letter, another fake, was sent more than a year after a
scammer convinced a consumer to hand over cash as part of a fraudulent timeshare sale. Source: Consumer reports to BBB
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Regulatory actions

Attorneys General have gotten more aggressive in

recent years in their push to find deceptive practices
within the timeshare industry. That has led to refund checks
totaling in the millions and the shuttering of predatory
companies.

The FTC, Department of Justice (DOJ) and State

These cases have been brought against timeshare
companies, resellers and exit companies.

The DOJ, acting on behalf of the FTC and Wisconsin AG,
took action in 2022 against an exit company that it claimed
made deceptive promises and failed to honor refund
agreements. That action arose, in part, due to the work of
BBB St. Louis.

Arizona bolstered its laws around timeshares in 2019, though
some advocates believed that the original bill as introduced
would have provided some of the strongest protections in
the country. HB 2639 wanted to require the disclosure of
“the estimated annual (and lifetime) assessments fees as well
as other costs; such as taxes, maintenance fees and utilities”

to show buyers what the full cost of the purchase would be
over its lifetime.

Another part of the legislation wanted to give owners the
ability to cancel their contracts after 10 years if the original
fee was paid in full and they were up to date on all recurring
fees.

Both provisions were removed from the bill, much to the
dismay of consumer advocates and legal experts.

W

Prosecutions

rosecutors have taken some legal actions to help return
Pmoney to consumers targeted by timeshare sales and
exit companies, and related scams.
In May 2022, a New Jersey court ordered William Andrews
Burns LLC, and its owner William O’Hanlon, to pay more
than $10 million in penalties after finding the company ran
a telemarketing scheme that sought out elderly timeshare
owners.

Around the same time, authorities in Long Beach, California
arrested four men after they and others were indicted for
their alleged roles in a timeshare scam that bilked elderly
consumers for more than $5 million.

Prosecutors in Missouri obtained a consent judgement
against Vacation Consulting Services and its owner Brian
Jay Scroggs. As a result, Scroggs is barred from operating
timeshare exit companies in the state and has been ordered
to pay $700,000 in restitution.

Americans aren’t the only ones operating scams. The U.S.
Attorneys General Offices in California and Louisiana won
cases against fraudsters operating out of Mexico that
targeted U.S citizens. And almost 20 arrests were made in
Europe in an alleged scam that supposedly stole more than
25 million euro.

13


https://consumer.ftc.gov/consumer-alerts/2022/11/want-get-rid-your-timeshare-read-you-hire-someone-help
https://www.justice.gov/opa/pr/justice-department-ftc-and-state-wisconsin-file-complaint-stop-deceptive-sales-practices
https://www.ftc.gov/news-events/news/press-releases/2022/11/ftc-wisconsin-attorney-general-take-action-against-timeshare-exit-scammers-cheating-consumers-out-90
https://www.azleg.gov/legtext/54leg/1R/bills/HB2639H.pdf
https://www.njoag.gov/acting-attorney-general-platkin-company-and-its-owner-ordered-to-pay-over-10-million-for-defrauding-timeshare-owners/
https://lbpost.com/news/4-arrested-in-timeshare-fraud-case-in-orange-county
https://ago.mo.gov/home/news/2023/01/12/attorney-general-bailey-obtains-consent-judgment-in-timeshare-exit-case
https://www.justice.gov/usao-edca/pr/final-defendant-sentenced-mexican-timeshare-resale-fraud-scheme
https://www.justice.gov/usao-edla/pr/two-more-mexican-nationals-are-sentenced-after-pleading-guilty-international-timeshare
https://www.cps.gov.uk/cps/news/cps-and-south-west-regional-organised-crime-unit-charging-statement-large-scale-timeshare

Recommendations for regulatory changes

most have some protections in the form of a “cooling

down period” where buyers can cancel for any reason.
These typically are short - between three and 14 days. Some
legal experts have called to extend these periods to give
buyers more time to consider their purchase, saying the high-
pressure tactics used to sell timeshares result in many people
reconsidering their decision.

I aws vary widely by state and Canadian province, though

“A timeshare purchase agreement is unigue among
consumer contracts because the contract typically creates

a non-cancellable lifetime obligation,” wrote Grace Ordonez
and Matthew du Mée in an 2020 article for the National
Association of Attorneys General (NAAG). “If consumers
were made aware of the timeshare’s actual life-long financial
obligation and, consequently, the transaction’s high risk,
many would not elect to buy.”

In Canada, if a contract does not state the legal requirement
for the cooling off period, some consumers may be eligible to
cancel their contract for up to a year.

Others have argued that all timeshare purchases, whether
financed or not, should comply with the Truth in Lending
Act (TILA), which requires easy-to-read, transparent terms
for borrowing on purchases like mortgages and auto loans.
These types of standards could be adopted to purchases to
give a more accurate picture of total costs.

Without these types of standards, consumer advocates

say more unscrupulous sellers can conceal certain facts
about the timeshares that they are selling, such as the ever-
increasing fees and the non-cancellable, perpetual nature of
the contracts.

States can follow the lead of places like Arizona which have
tried to implement these types of protections at the state
level.

As the authors of an article published in a NAAG publication
concluded, “...it is clear that many consumers purchasing
timeshares lack sufficient information and protection. We
encourage other states (like Arizona) to propose their own
timeshare legislation and to conduct thorough investigations
of timeshare companies about which consumers have filed

complaints.” Law enforcement, however, should continue to
enforce existing laws around deceptive sales practices to
their fullest extent whenever applicable.

Regulators should strongly encourage industry self-
regulation:

¢ BBB urges timeshare sellers to strengthen self-regulation

by establishing and following ethical advertising and
sales standards. Timeshare sales companies should
cease any high-pressure or misleading sales tactics
at pitch meetings and ease restrictions for lifetime,
non-delinquent customers who wish to cancel their
timeshare.

¢ Timeshare exit companies should establish and follow

ethical advertising and sales standards. They should not
make guarantees they cannot honor and should simplify

the process for refunds when services are not provided.

¢ The industries should create guidelines and publish red
flags about predatory businesses to help consumers
make better choices if they are considering purchasing
or exiting a timeshare.

If such actions are not taken, regulators should enact laws
similar to TILA and enforce current laws.
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https://www.nolo.com/legal-encyclopedia/timeshare-cancellation-rights-special-protections-50-state-chart.html
https://www.naag.org/attorney-general-journal/timeshare-obligations-regulations-and-challenges/
https://ised-isde.canada.ca/site/office-consumer-affairs/en/buying-and-leasing-big-ticket-items/timeshares
https://www.occ.treas.gov/topics/consumers-and-communities/consumer-protection/truth-in-lending/index-truth-in-lending.html
https://www.occ.treas.gov/topics/consumers-and-communities/consumer-protection/truth-in-lending/index-truth-in-lending.html
https://www.azag.gov/press-release/ag-brnovich-applauds-timeshare-reform
https://www.naag.org/attorney-general-journal/timeshare-obligations-regulations-and-challenges/

Tips for consumers

*  Buying a timeshare or vacation club is like any big
purchase. Consumers should extensively research
the company, the property and thoroughly read any
documentation provided.

¢ Read the contract for cancellation period restrictions,
lifetime commitment and obligation for heirs to pay
ongoing costs.

¢ While not always possible, hiring a trusted attorney to

go over a sales contract may help avoid headaches later.

¢ Beware of high-pressure tactics. If you feel someone is

trying to push you into a deal, walk away. Report it to

management, industry trade associations, BBB and state

or federal regulatory agencies.

e Go to BBB.org to check out a business or register a
complaint. Go to BBB Scam Tracker to report a scam
and bbb.org/travel for more travel tips.

e Consult with an attorney if you want to refuse an
inherited timeshare.

¢ To sell a timeshare, contact the resort directly and see if

they have a resale or buyback program.

e Using the services of a timeshare exit company can be
expensive and may not relieve you from your timeshare

commitment. Thoroughly read the contract for refund
conditions and limitations if service is not provided
within the time promised.

How to report

Unsolicited offers to sell your timeshare should raise red
flags, especially if the business is offering a large return.

Avoid resellers claiming your timeshare’s location
is “hot” as this is language often used to make big
promises that are tough to meet.

Claims of modifying or canceling contracts with a resort
should be met with skepticism. Most contracts do not
allow for such changes.

Be realistic about what you can get for your timeshare.
Most of these contracts are not investments and may
garner you less than you paid.

Exchange programs may be a way to avoid selling a
timeshare that you are tired of visiting.

Travel companies don’t use robocalling. Hang up
immediately if you get one offering vacation deals.

If it sounds too good to be true, it is. There are deals to
be found on travel, but scammers know consumers want
to save money and take advantage of that. Read BBB
tips about other vacation-related scams.

The government of Canada offers online tips for
Canadian citizens considering a timeshare purchase

Read FTC tips for buying undeveloped property and
timeshares in a foreign country as well as more on
timeshares, vacation clubs and related scams.

If you suspect you are the subject of fraud or dishonest business practices, there are many avenues to report your case:

* Better Business Bureau (BBB) BBB.org/ScamTracker

* Federal Trade Commission (FTC) - ReportFraud.ftc.gov

e Canadian Anti-Fraud Centre (CAFC) - Online or by phone at 1-888-495-8501

» State Attorneys General can often help. Find your state Attorney General’s website to see if you can file online.

* Canadian federal, provincial and territorial Consumer Affairs offices may be helpful as well. Find them online.

* American Resort Development Association (ARDA), timeshare trade association - email customerservice@arda.com



https://www.bbb.org/search
https://www.bbb.org/file-a-complaint
https://www.bbb.org/file-a-complaint
https://www.bbb.org/scamtracker
https://www.bbb.org/all/travel-leisure
https://www.bbb.org/article/news-releases/18615-bbb-tip-how-to-spot-and-stop-robocalls
https://www.bbb.org/article/scams/16913-bbb-tip-5-top-vacation-scams-to-watch-when-making-summer-travel-plans
https://www.bbb.org/article/scams/16913-bbb-tip-5-top-vacation-scams-to-watch-when-making-summer-travel-plans
https://ised-isde.canada.ca/site/office-consumer-affairs/en/buying-and-leasing-big-ticket-items/timeshares
https://consumer.ftc.gov/articles/timeshares-vacation-clubs-related-scams
http://bbb.org/ScamTracker
http://ReportFraud.ftc.gov
https://www.antifraudcentre-centreantifraude.ca/report-signalez-eng.htm
https://www.naag.org/find-my-ag/
https://ised-isde.canada.ca/site/office-consumer-affairs/en/federal-provincial-and-territorial-consumer-affairs-offices
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Find more information about this study and other BBB scam studies at BBB.org/scamstudies.
BBB’s mission is to be the leader in advancing marketplace trust. We do this by:

e Setting standards for marketplace trust

e Encouraging and supporting best practices by engaging with and educating consumers and businesses
e Celebrating marketplace role models

e Calling out and addressing substandard marketplace behavior

¢ Creating a community of trustworthy businesses and charities
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