SHOULD I BUY A TIME-SHARE OR “VACATION CLUB”?
Key points:

Highly questionable value at retail

What’s the cheapest way to buy.

Where’s the “equity”?  Impossible to value.

Make sure you can use it!

Table of contents

	
	

	Should I buy?
	


	Points comparison
	


	The presentation
	


	Yearly costs
	


	Other costs
	


	Benefits talked about
	

	Risks
	

	Disadvantages
	

	# of points used for something
	

	Flexibility of reservations
	

	Exchange with RCI or II
	

	Banked points
	

	Bonus vacations
	

	Cash value return
	

	Cost per year
	

	Factors involving full utilization
	

	Our own personal risk of not using
	

	Our particular presentation and “incentives”
	

	Resales
	


Should I Buy A Time-Share Or “Vacation Club”?

Possibly.   But the question is where and how.
But look at the cost trade-offs.  There are a huge amount of commissions, promotion costs, and probably profits built in.  They give you a lot of prizes and discounted accommodations to come hear their presentations, maintain their own offices, have lots of materials printed, etc. and etc.  
You have a right to a “week” in a specific property or groups of properties and those can be “traded” for other vacations, based on a trading system based on “points”.  Points are like a “currency” that you use to purchase time and quality of location.  A week can cost 2,000 points or 5,000 points depending on season and/or location.

You actually own real estate (a piece or pieces owned with other fellow members) and you could get some appreciation or not.  However, your original “equity” value is not known, as the profit and other costs involved in the original transaction are not known, but can reasonably be assumed to be very, very high.  It may cost you double of what the actually equity value is or even more.  Then there are the servicing costs and we don’t know what is built into those costs (usually described more as “maintenance costs”) though we aren’t sure how much actually goes into maintenance. 

Your property(ies) are “traded” in a sense for points in one big exchange system so that you need not vacation in your time share but can now vacation in other properties.  A huge number of nice properties are included in the RCI and/or the Interval International systems, for which you receive an updated directory every year.  

For one vacation club:

Offered in sales presentation:

	Points per year
	Total cost
	$ per point


	12000
	$43,000
	3.58


	
	
	



	Points per year
	Total cost
	$ per point


	6650
	$5,950
	.895


	2025
	3050
	1.51


	1750
	1950
	1.11


	7,000
	$6500  
	0.93


	
	
	



THE PRESENTATION:
Lots of references to:

You’d like a vacation that cost nothing wouldn’t you?

You’d like a vacation that only cost $79, wouldn’t you?

Luxury vacations…
Know what quality of accommodations getting ahead of time.

Save lots of money compared to a regular vacation.

Ownership, so protected against inflation.

Hotels will go up, your costs won’t…
Hard to get concrete answers out of people, so some of the data could be off. 
They are very, very friendly and upbeat.  In selling to most people, befriending them is a key in this type of nonanalytical presentation.  Be careful, they are not really your friends!

See notes, near the end, on our personal presentation and the incentives offered as we hesitated.
YEARLY COSTS

Homeowners and club dues are only $127/yr.

Then, after a time they brought up the maintenance, services, etc. came out at $2,000, for 12,000 points, which they originally said was about 4 weeks but it didn’t quite work out to that.
	
	


	Costs in a comparable hotel, per night, assume studio trade-off:  
	$250


	Cost per week:  
	$1,750


	Cost for four weeks:    
	$7,000



See costs for the vacation club, below.

OTHER COSTS:

Housekeeping costs    ?

BENEFITS TALKED ABOUT
30% spa discount

20% ofF a San Francisco restaurant.

Kitchen, so cut eating out costs, plus convenience
Laundry in the unit, so not have to take as many clothes

RISKS
None specified, but it appears that there are encumbrances (loans) against the yachts (and/or properties) but no values and sources of cash flow are listed or revealed at all.

The property and its tradability for other points could, then, logically, drop to a zero value. 

DISADVANTAGES:

May be difficult to schedule vacations where you want to tour (like to stay for one night) and not stay in one place and/or where you want to have guided vacations. 

# OF POINTS USED FOR SOMETHING:

Flashed some “points used per week”, but apparently some places used a lot more points per week.

	What appeared to be true from stuff flashed, and seemed to be Hawaii:

	Studio
	1 Bedroom


	
	1st 
	Actual range
	1st 
	Actual range


	Red
	2500
	2400-3950 (to 5150)
	3500
	3150-4750


	White
	1500
	1900
	2500
	3500-4200


	Blue
	1000
	
	2000
	



Harbor Vacations Club

                                                   1 Br

     Week:  Platinum, summer    4900

                 Gold                          4250

Could “rent” a point if needed, but not further explained…
FLEXIBILITY OF RESERVATIONS:

Some may not allow one night.  
EXCHANGE WITH RCI OR II:

Transaction additional cost:   $19 (1 night) to $79 (week)

BANKED POINTS:

If not use some in one year, MUST notify 4 months before end of this year and must use before end of the next year..

BONUS VACATIONS:

When they can’t seem to use some units, rather than leaving empty, they off them as “bonus” vacations, where you need not use points and can get them from $79 for the week to $199 per week.  

Availability:  Not discussed that some things might not be available.  

Had to ask:
CASH VALUE RETURN

Cash value – trade 1350 pts for $250 per salesperson.  Not verified in writing.
Therefore, cash value for 12,000 points would be $2,222.  (= almost the equivalent of the costs.) 

COST PER YEAR: 
On the 12,000 point package as offered:  (see below for alternatives

	Type of cost
	$/yr
	


	Cost of maintenance and services, dues                                 
	2,000
	Increases over time


	Cost of financing or loss of use of money, 7% x $43,000      
	3010             
	


	Amortization of investment                                                     
	762
	


	     Total computed cost
	5772
	



FACTORS INVOLVING FULL UTILIZATION
	
	
	
	
	


	More weeks to use (4) 
	
	
	
	


	Older so use fewer weeks probably
	
	
	
	


	Bad back problems 
	
	
	
	


	Penchant to want to stay at home
	
	
	
	


	Increased cost of airfare discourage travel
	
	
	
	


	
	
	
	
	



OUR OWN, PERSONAL RISK OF NOT USING:

High end loss:       last 10 years only do one, lose 3 weeks
                              First 10 year only do two, lose 2 weeks         Net:  lost ½ of value

Low end loss:        last 10 years do 3, lose 1 week
                               First 10 years do 4                                         Net: loss 1/10 of value

OUR PRESENTATION

What happened when we hesitated:

Brought out alternate plan that was cheaper but lasted only 42 years (therefore, had no chance of appreciating).  

Cost dropped from: $42,000 to $32,000 for the same number of “points”.  

If actual worth of the forever units was 25,000 and it appreciated by 2% per year and the $10,000 difference had a financial cost of say $800 per year, then the forever units would be worth in 42 years.        Computed future value of the $25,000 = 57,000
                                          Minus extra financial cost 800/yr a 5% = 85,854

                                          Value of 42 year one at end = 0

RESALES

You can save thousands of dollars buying your timeshare on the resale market vs. buying direct from a resort. In many cases you can save 50%! There are many good companies selling timeshares that will provide a full range of services from financing to closing. 

I liked www.timesharesaz.com, where it appeared they didn’t play any funny games.

Beware that “points” in each club vary dramatically in their buying power, so you need to convert them to “equivalent” points, such as by comparing a similar week and property to another one to see the points in the different clubs.  
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