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Above: The Beach
Club at Tucker's
Point in Bermuda.
Fractional owners
at this property
automatically
become members of
the Beach Club.

Left: Bachelor Gulch,
a Ritz-Carlton
Private Residence
Club on Beaver
Creek Mountain in
Colorado.
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FRACTI JA

icture yourself returning to your ski-in condo in
Colorado as the snow gently begins to fall, or
shaking the water off your wet suit after scuba

diving in the Caribbean,

You turn to your companion and say, 'If we bought o
house here, we could spend endless amounts of time in
the ploce we love most.” If we had a soundirack, at this
point the background music would screech and jump s
someone turned the power off. The reality of second-

home ownership may net quite live up to the dream

In facl, people with vacation homes average fewer
than five weeks a year of usage, according to Richard
Ragalz, head of Regatz Associates, who specializes
in vacaotion-home research. Yet the responsibilities con-

tinue all year

People who want a special place to vacation with their
family or friends in a highly desirable vacation spot

but do not want the burden of year-round ownership,

BY VERA MARIE BADERTSCHER

have spurred the growth of a new concept - fractional

ownership of luxury vacation residences,

What are fractionals? What should you consider
when purchasing one? We talked to several experts
and owners to find some answers and to bring you ex-
amples from luxurious opartments to trophy mansions,

many with 24-hour pampering by attentive stoff

DEFINITIONS

Fractional Real Estate. Private Residence Clubs. Desti-
nation Clubs. Fractional Estate Ownership Clubs™. For
an industry that is only about 12 years old, fractional

ownership has spawned a lot of terminology.

Basically, fractional ownership covers a deeded por-

tion [commonly 1/12, but ranging from 1/2 to 1/24)
of any type of residence. Owners can use a ceriain
number of doys each year, and in most cases can swap

for other properties developed by the same company
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The infinity pool at
Copella Pedregal

in Cabo San Lucas.
Owners at Capella
Pedregal receive
personalized service
from attentive staff.

Some come with additional features like country club

membership ar a yacht.

The fractional owner can sell or pass on his deed in
his estate. The deed differentiates fractional ownership
from the older concept of timeshares or the luxury Des-
tinatian Clubs, which sell pottions of time rather than
property. In addition to the purchase price, owners pay
an assessment to cover maintenance and nmr:cgemenr

as in any homeowner's associafion,

In the early '90s, developers first planned fractional
soles af the Deer Valley Club in Utch and Franz Klam
mer lodge in Colorado. David Disick and his pariners
opened the ski resort Franz Klammer lodge in Telluride
in 1996, Fairmont Resorts now operates the lodge
Twelve years ago, while working on the project, Disick
coined a phrase fo explain what he was doing: "You
can have the same realistic use you would make of a
comparable quality whole-ownership home for o frac-

tion of the price, plus five-star services and amenities.

As a measure of the concept's success, a report issued
in March 2007 by Ragatz Associates says, "It is esti-

mated that total sales volume in the shared-ownership

resort industry in 2006 was $2.1 billien.” Regatz limited
this report to Narth American, Caribbean, and Mexi
can sales. The report adds, "It is estimated that 40,000
households have purchased shared-ownership resort
real estate. This represents aboul one percent of all
households in the U.S. with incomes aver $200,000
(the assumed income-eligibility at this fime),” It indicates

that the industry will continue to grow.

The developers are responding to an enthusiastic mar-

ket. Ragatz, tounder of the Eugene, Oregon-based re

search company, says that, “In measuring satisfaction
rafio, we have found it to be extremely high - 95 per-

cent in the five mojor Private Residence Clubs.”

Although most Private Residence Clubs make exchang-
es available at other properties in their chain, Jamie
Cheng, afounder of the luxury buyers’ guide Helium Re-
port (www.heliumreport.com| says, "The fundamental
difference is you make that decision [to buy a fractional]
because you love thot [specific] place and you want to

travel there most olten.”

Allon Hurwitz, reached at his vacation home in Aspen

Highlands, personifies Cheng's definition. He describes

Conlinued on poge 104
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A passionate skier, for 30 years he
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COMPARING THE VACATION OPTIONS

Private Residence Clubs
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This page: The Franz
Klammer Lodge,
opened in 1996 in
Telluride, Colorado,
was one of the first
fractional offerings.
The Lodge's Himmel
Spa Suite (below left)
and the Club Room
(below right) are
pictured here.

Opposite top: The
Ritz-Carlton Club,
Aspen Highlands.

Opposite bottom:
The Ritz-Carlton Golf
Club & Spa, Jupiter in
Flarida.
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Photos cauriny of The Ritz-Carlton Club

OWNER SALES |

Speaking of his luxury Fractionals Guide Web site |
[www.lfguide.com], Sherman Potvin says, “We get an
average of 8,000 new people to our Web site every
month, and 67 percent of those, the first button they

push is the private home button.” Overwhelmed by the “ " " £ dmi Moy

[=} fo
inquires on the Web, he wrote o book, Fractionalize to AND NG

Maximize: Dividing Your Vacation Home Into Profit

LATBEAGH RESORT, 51¢ LUGIA

He says, "All the data shows that 81 percent of the va
cofion-home owners use their homes only three weeks
a year, The rest of the fime they Iry to rent it or it sits

there and it drives them crazy.” Additionally, when the

markel is soff, this enables people to make maney from

their investment.

DESTINATION CLUBS

Destination Clubs ask for o deposit, starling around
$30,000, plus yearly fivefigure annual dues of several
thousond dollars. You get no deed, and anly the devel-
oper can resell the property. Generally, you are prom-
ised an B0 percent to 90 percent retund it you want 1o

leave, but in most cases, not until three new members

sign on. All provide luxurious residences and services
and multiple locations,

From the secluded, luxurious, and
Helium Report lists 25 Destination Clubs, four in the spacious hillside villas with private

ultra-luxury category, with deposits of $550,000 sea-view terraces and plunge pools
io $3 million. Of the luxury category ($200,000 to tothe beach frofit activities. the
$500,000), Exclusive Resorts is the largest, with 300 S EICOEBRIREICy

homes in 35 locations amenities and services of this
exceptional St. Lucia resort will make

Partofino, a slightly smaller organization, was one of the your getaway truly memorable.
first to ofter Destination Club vacations. They offer what
President Rance Rogers describes as 31 second homes I-ay on the beach, p!ay d game of
instead of one, withou! the burden of maintenance. like tennis, take pleasure in a spa

most Destination Clubs, Porfofino maokes ovailable a treatment or dine in five-star styie,
variety of places such as New York City, Scotfsdale, Céiiahicreo rejuvenate your <ol
london, Venlce, Flarence, Flarida, Mexico, or Hawaii, i

with only o handtul of hemes in each. “For every seven

full members, we buy anather property.” 1 ‘800'345"03 56

The 2007 Ragatz report says, “Approximately 5,000

members are in the 21 |Destination) elubs.”

www.windjammer-landing.com




The Tucker's Point
Golf Club House in
Bermuda. Owners at
Tucker's Point gain
membership at the
Golf Club, Beach
Club, and Tennis
Club.
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oftering, in San Francis

Maost of their reside 000 square

teet with two-three bedrooms. The majority of the Ritz

Carlton properties are 1/12 interest, but the number of
days may vary depending on location from 21 days
to 28 days. For instance, an owner at Aspen of a 28

day share gets seven days in the summer, 14 days in

the winter, or vice versa. These days are pre-scheduled
and the weeks availoble shift by ane week each year

so that all owners get a chance af the highly desirable

weeks. Plus member/owners can use seven "shoulder”
days any time there is space avallable at any of the Ritz

Carlton clubs In the world

Owner Hurwitz says, “last year, when we left here, we
went to St. Thomas and we loved it. We could not get
pack in this year. .., And somelimes, the fimes are ust lost

haven't used it all

Since owners poy o hefty annual homeowner's fee for
maintenance, many like to rent out their extro days

using an oulside agency, in order to recoup some of

their cc

Tueker's Point in Bermuda demonstrates another model

of PRC. Although il is a stand-alone club, it cllies itself

to others through The Elite Alliance, on agency that links

tractionals so that men 1 have reciprocol
rights in others. For Jason Bruhl, an American living in

Great Britain, that

icing on the cake. He

/ visit the offerings in Florence or ot @ ski resort in

future, but tor now his family enjoys the activities in

Bermuda. The more than 50 residents of Tucker's Point

homes automatically become members of the
Club, Tennis Club, and the Beach Club.

At the top of the market David Disick's first

Sec

v lwww.chateaux ety.com| oftering in Vail

i~
G

orado, offers Chateau Faucon, a frophy home of
7128 square feet, He soys that owners will soon be

‘chateau hopping fo St. Andrews in Scolland, Lake To-

noe, Howaii, and other top locations, where they will

own part of $6-8 million estates
Timeshares

Although the laws that regulate developers are sfill the

old timeshare lows, tractionals are not timeshares, which

tend to aftract mid-market rather than high-end buyers
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Because of the increased level of service, some people

refer fo them as "fimeshares on steroids.”

When confronted with the question, "Aren't they all just
timeshares2” Disick says, "A Quality Inn is a hotel. A
Ritz-Carlion is a hotel. The tact they are both hotels is
irrelevant. The question is, what is the qualitative level of
the physical facility and the service?” Fractional real es-
tate may tall under the legal term “timeshare,” but there

remains a world of difference
Destination Clubs
Fractionals also ditfer from Destination Clubs, [see

sidebar] which provide an arrangement maore like a

country club and the ablility 1o visit multiple destina-

tions around the world. Membership in a Destination

in MONTANA,

DREAMS
ﬂlh@tﬂ.

' Fall Color.
There's no better place to
experience Fall in Montana
than at historic
Lone Mountain Ranch:
° Fl}' FiShiﬂg Club, however, does nol come with o deed. A sludy
L Rldil'lg by PricewaterhouseCoopers, done for Ritz-Carlton
. ijj.llg |
* Canoeing |
* Mountain biking
» Relaxing in cozy cabins |
* Dining in our lodge
» Experiencing Yellowstone
Plus Summer Family Ranch &
Winter Ski packages to make

taund that, of the high income people they surveyed,
‘Only seven percent prefer to travel 1o the same
destination, while one in five prefer to travel to new
destinations for their vacation experience.” Those va
cationers with itchy feet may be better suited to the

Destination Club.

Helium Report's Cheng cautions thai all definitions are

“your vacation dreams come -
| true—in any season!

Left: Florida’s Ritz-

dicey. "By ond large, in our belief, Destination Clubs
Carlton Golf Club &

are a membership-based program,” he says. "They
are targeting consumers who want multiple bedrooms
in multiple destinations, whereas o Privaie Residence
Club focuses on & single destination and generally of
ters smaller units. It Is much more of o fractional own-
ership, or real eslate transaction” He admits that con-
sumers may get confused because there are no fixed
parameters in this business, Rather than "getting hung

up on definitions, pick what fits you," Cheng advises.

Spa, Jupiter, boasts
a Jack Nicklaus
Signature Course.

Right: Club Homes at
the Jupiter fractional
offering include
amenities such as
lanais with private
whirlpools and
summer kitchens.



Photes courtesy of The Ritz-Corltor

Fractional ownership
is an increasingly
popular real

estate option, and
more offerings

are appearing in
desirable locations.
For instance, the
Ritz-Carlton Club
hos properties in the
continental United
Stotes, including
Colorado’s Bachelor
Gulch (left), as well
as in the Caribbean
(in 5t. Thomas,
pictured at right)
and Hawaii.

Cheng does not see the two forms of vacationing os
competitive, because some people opt for the best of
both worlds, he says. "Guite often our readers belong
ta o Destination Club and then own a fraction ot a Pri

vate Residence Club.”
Independent Fractionals

Although most traclionals are part of Private Residerice
Clubs, some stond Independently and come with al
the services, like Capella Pedregal in Cabo Son Lucas,

Tucker's Point in Bermuda, and myriad others

Rogatz Associates divides the pie differently, calling
anything selling for less than $1,000 per square fool
"fractional interest” and those selling for more than

$1,000 per square toot “Private Residence Clubs.”

San Francisco aftorney Andy Sirkin represents fraction-

al interest properties around the globe. He says, "The
most valuable benefits of 0‘..""'-er‘.!'1|;‘1 are .f:gh' to use and
right to earn rental income.” Sirkin does not stress servic-
es because his properties, although many are luxurious
and located In spectacular locations, are self-goverred
i::y the owners, and ciC not come with a promise of exira
service, The ac dvantages to owners, Sirkin feels, include
cost and contral. His model costs less for acquisition
and continuing costs, and the owners have complefe
confrol over management, as opposed to handing it

aver to the developer

LOCATIONS

The fractional -_':w.rlf?rshlp concep! has roats in Cola
rado, which is still a hotbed of fractional development
and conversion. For instance; Hyaft and St. Regis and
the Little Nell Hotel are all developing PRCs in down

fown Asrjc n r"c “th |'|rlfr-'l< f‘:"m phOva e oull r*r s areachve

COACHSHARE

Luxury Coach Owxyership

Pmctzona,l Ownersth
Program
Exclusive Luxuries
Personal Monogrammed
Bed Linens and Towels
oRc
Concierge Service
Carefree Luxury Coach

Ownership

CZ0

For CoachShare program details:

858-751-5821

www.CoachShare.com

Visit our coach showcase at:
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Photo courtesy of The Ritz Carlton Clubi

Fractional ownership
offers a solution to
those who want the

luxury and relaxation

of o vacation

home without

the headoches

of maintaining o
secondary residence.

in the Caribbean. Cheng says that the Dominican Re-
public Is getting @ lot of attention, and the Robb Report
says, "Tucker's Point Club brings on unparalleled stan-
dard of luxury fo Bermuda " Owner Jason Bruhl picked
Bermuda for eose of travel from England as well os the
United States,

Helium Report lists over 250 Privote Residence Clubs
around the world that they cansider four- or five-star fo-
cllities, and Cheng believes the list is fast opproaching
300. They list a few fractionals each in Great Britoin,
Italy, and Portugal

Limited to North American sales olone, the March
2007 Ragetz report says, “Some 254 fractional infer-
es! projecis and private residence clubs were identified

in the survey, along with 21 destination clubs.”

Disick says, "Hawaii is at the outset of the growth curve.”
He also believes that St. Andrews in Scotland and loca-
fions in France will begin fo draw otfention. His com-
pany and many others are moving to urban locations,

looking at London, New York, and San Francisco

Potvin points to an enarmous number of fractionals un-
der development in South Africa. His other predicfions
for hot spots include Casta Rica and Panama. “Panama
is up and coming. Costa Rica has been for about five
years. Americans historically don't like to put fheir mon-

ey into other countries,” he says, but developers have

found o way to make them more comfortable. "Now
they have the opportunity to buy o peach of a house
with everything taken care of in an LLC that they are
familiar with. So It is @ way to own real estate - have

their cake and eat it too.”

GUIDE FOR BUYING

Polvin says, ‘I sell it the concept of fractionals] os @
lifestyle investmen, not as an investment fo moke mon-
ey, even though historically they do well. They have in-
creased, | think, 5.5 percent a year.

“Pecple should really do their due diligence,” Potvin
says. "There are fractionals selling from $50,000 to $2
million. In New York City, the S, Regis goes for $2.5 mil-
fion. It is a question of where you want fo be and what

you con afford”
His three rules:

» Moke sure the developer has the wherewithal fo
build what he is premising.

* Buy close to home. Ideally, you could purchase a
fractional in your very favorite place near your pri-
mary home so that you could drive to it and take ad-
vantage of space available and of all the amenities
that go clong with these properties.

s look af the use plon. Be sure it is something you can
live with, that it complements your lifestyle.

Ragatz spells out pricing decisions. “In Private Resi-

dence Clubs, 50 percent of the sales value goes into

land; infrastructure, construction, furnishings, financing;

20 percent into marketing and sales. The mark-up on

total shares sold over purchase is between 1.5 and 2

limes. Divide the sales price by the number of shares to

get equitable share price.”
Sirkin has a few more suggestions:

» Add up the annual costs and divide by the number of
days you get for per-night cos!

* find out if you have any control over increasing
costs

* Are you free 1o rent out the home and control what
rent is charged?

* How easy is it fo get o vacation somewhere else (os

in reciprocal agreements]?

Get lips from Sirkin's and Potvin's Web sites, www.an-
dysirkin.com and www.ﬂguide.com. For complete lists,
reviews, and additional praducts like private jets and

yachts, www.heliumrepart.cam
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