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Owners allege timeshare exchange group was
‘profit skimming’
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British holidaymakers have brought the first High Court case against a timeshare exchange
company, alleging they were victims of an operation that kept them in the dark and rented out their
properties for the company’s profit and as staff incentives.

Four people are seeking compensation from RCI Europe, which operates a worldwide timeshare
exchange club. Afurther 483 timeshare owners are part of the legal case and the more than 9,000
members of a UK timeshare action group will be affected by the judgment.

No value has been put on the lawsuit but compensation could be as
much as £5,000 per person.

Timeshare owners typically buy a contract from developers of a tourist resort giving them the right
to stay in a holiday property for a certain number of weeks each year.
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Although RCI, which is a subsidiary of US hospitality company Wyndham Worldwide, does not sell
timeshare contracts, it runs an exchange system allowing timeshare owners to swap their rights to
use one property for a similar holiday home in another location — an apartment in Spain for
example for a holiday home in Mexico.

Members say they were told in glossy brochures that there were 4,000 properties to choose from.

However, they allege that RCI’s exchange system is “opaque” and that the company made
“unauthorised use” of the timeshares to generate profits.

Lynn Cole, an events organiser from Wiltshire, said she became “frustrated” by an “inability to book
exchanges of our choice” through the scheme. By 2013, she was so “utterly frustrated” that she gave
up trying to exchange her weeks with RCI and instead took holidays in the UK outside the scheme.

“My experience, which was almost always one of frustration, was that you would go down your list of
choices and you would be a long way down before you could find anything. Indeed sometimes there
was absolutely nothing available,” she said in her witness statement which has been put in evidence
at the trial.

Jennifer Kravitz, another claimant, who wanted to book a warm and “hopefully exotic” exchange to
Thailand or South Africa over Christmas 2004, was told nothing was available at that time but there
was availability in Mexico in January 2005.

She says she asked about exchanges to France, Italy and other European destinations “but my
questions about availability were always met with a negative answer. I was told that there was no
availability,” she testified in a witness statement to the High Court. She says she ended up privately
booking a holiday to Lanzarote.

“The claimants repeatedly encountered formidable and often insurmountable difficulties in getting
suitable or reasonable exchanges,” the timeshare owners said in their written legal arguments
submitted to the High Court.

They claim that RCI started removing timeshares from the exchange pool and using them for its
own purposes to make a profit.

They also allege that members’ timeshares were routinely rented out and used as staff incentives.

“RCI wrongfully used members’ timeshares in the exchange pool for purposes other than
exchanging them with other weeks members,” they claimed.

“Such profitmaking came to light only at a late stage in 2015. Even now, the way in which RCI
operates, or manipulates, the open system remains opaque and enmeshed in a great complexity,”
they claimed in written arguments.

Robert Deacon, the lawyer appearing for the timeshare owners, has told the court that the members

were entitled to compensation because of the flawed exchange system and undisclosed profit RCI
enjoyed from unauthorised use of the timeshares.
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Gordon Gurnik, RCI executive president, took to the witness stand at the High Court on Monday to
defend the company.

Charles Graham QC, representing RCI, told the judge at the start of the trial that the “skimming
allegation is completely unfounded, given the advantages of the open exchange system for
members”.

In written arguments, RCI said it was entitled to use members’ timeshares as it saw fit because of a
clause in its contract with members referred to as the “permitted use” clause.

RCI argues in its written case that its exchange system and the sophisticated algorithm’s underlying
it has made RCI successful with 3.8m members globally.

“If RCI’s system was unfair, and it was not giving members a reasonable opportunity to exchange
into the timeshare rights they want, its members would ‘vote with their feet’ and its business would
not survive,” the company said.

The case continues.
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Lloyds Banking Group has made an additional £120m available in overdrafts to farmers following a
delay in their annual EU subsidy payments from the government, and continues to receive further
requests on a daily basis. Each year around... See more

Printed from: http://www.ft.com/cms/s/0/319¢5804-1b7d-11e6-a7bc-ee846770ec15.html

Print a single copy of this article for personal use. Contact us if you wish to print more to distribute to others.

© THE FINANCIAL TIMES LTD 2016 FT and ‘Financial Times’ are trademarks of The Financial Times Ltd.

http://www.ft.com/cms/s/0/319¢5804- 1b7d- 11e6-a7bc-ee846770ec15.html#axzz48IM 1k SEt

3/3


http://www.ft.com/servicestools/help/contactus
http://www.ft.com/topics/themes/Business_of_Luxury
http://clippings.ft.com/clipthis/?url=http://www.ft.com/cms/s/0/319c5804-1b7d-11e6-a7bc-ee846770ec15.html&title=Owners+allege+timeshare+exchange+group+was+%E2%80%98profit+skimming%E2%80%99&note=Holidaymakers+bring+first+High+Court+case+against+swap+company&clipthisdisplay=%3Ci%20class%3D%22o-ft-icons-icon%20o-ft-icons-icon--clippings%22%3E%3C%2Fi%3E%3Cspan%3EClip%3C%2Fspan%3E&clippeddisplay=%3Ci%20class%3D%22o-ft-icons-icon%20o-ft-icons-icon--clippings%22%3E%3C%2Fi%3E%3Cspan%3EClipped%3C%2Fspan%3E&datepublished=2016-05-16+19%3A46%3A24&images=http%3A%2F%2Fim.ft-static.com%2Fcontent%2Fimages%2F10642bd2-307c-421e-b424-55da2c64bcf6.img,
https://adclick.g.doubleclick.net/pcs/click?xai=AKAOjstotCxeyQ9y4rGWA2ttOMqRZYhi7W18cE1vKCljaJFI-OXyHsXsPNLoIvxhQN5n_MOT3bXvTVcMQ1-_q73vFQTXEqmGOvGonfL_NWe3_QeD_P6F0oRY0LpqcyO_SydX4LXxsPio9UwLJ34nhKV5i_alPTXgCkp1UziUoyCu87xN1VGE3clQVdjy5cKia2iiMkfZ_cfOIrFup64&sai=AMfl-YR7oR7mqN1Q5NWeX9rBy6PuWuthWt7CS1IkTEn7OETXQNF_gNy8tDGZe2VLlj_A-rmzpfraLIKKCA&sig=Cg0ArKJSzGr5aYMuwhg_EAE&urlfix=1&adurl=http%3A%2F%2Fsmartmatch.smartology.co%2Fclick%2Fcreative%2F436%2Fpublisher%2Fcontent%2F319c5804-1b7d-11e6-a7bc-ee846770ec15%2Ffeed%2Fcontent%2F25eddba9-5584-49fd-a07f-101f600d0579-sc%3FcacheBuster%3D176772917-19876c02dca531773f10b9eac1c7661e-1463479078287%26expid%3D4%26redirectUrl%3Dhttps%253A%252F%252Fad.doubleclick.net%252Fddm%252Fclk%252F302575775%253B129779799%253Bk%253Fhttp%25253A%25252F%25252Fwww.lloydsbankinggroup.com%25252FMedia%25252FPress-Releases%25252F2016-press-releases%25252Flloyds-banking-group%25252Ffarmers-flock-to-take-up-500m-delayed-payments-fund%25252F
https://adclick.g.doubleclick.net/pcs/click?xai=AKAOjstotCxeyQ9y4rGWA2ttOMqRZYhi7W18cE1vKCljaJFI-OXyHsXsPNLoIvxhQN5n_MOT3bXvTVcMQ1-_q73vFQTXEqmGOvGonfL_NWe3_QeD_P6F0oRY0LpqcyO_SydX4LXxsPio9UwLJ34nhKV5i_alPTXgCkp1UziUoyCu87xN1VGE3clQVdjy5cKia2iiMkfZ_cfOIrFup64&sai=AMfl-YR7oR7mqN1Q5NWeX9rBy6PuWuthWt7CS1IkTEn7OETXQNF_gNy8tDGZe2VLlj_A-rmzpfraLIKKCA&sig=Cg0ArKJSzGr5aYMuwhg_EAE&urlfix=1&adurl=http%3A%2F%2Fsmartmatch.smartology.co%2Fclick%2Fcreative%2F436%2Fpublisher%2Fcontent%2F319c5804-1b7d-11e6-a7bc-ee846770ec15%2Ffeed%2Fcontent%2F25eddba9-5584-49fd-a07f-101f600d0579-sc%3FcacheBuster%3D176772917-19876c02dca531773f10b9eac1c7661e-1463479078287%26expid%3D4%26redirectUrl%3Dhttps%253A%252F%252Fad.doubleclick.net%252Fddm%252Fclk%252F302575775%253B129779799%253Bk%253Fhttp%25253A%25252F%25252Fwww.lloydsbankinggroup.com%25252FMedia%25252FPress-Releases%25252F2016-press-releases%25252Flloyds-banking-group%25252Ffarmers-flock-to-take-up-500m-delayed-payments-fund%25252F
https://adclick.g.doubleclick.net/pcs/click?xai=AKAOjstotCxeyQ9y4rGWA2ttOMqRZYhi7W18cE1vKCljaJFI-OXyHsXsPNLoIvxhQN5n_MOT3bXvTVcMQ1-_q73vFQTXEqmGOvGonfL_NWe3_QeD_P6F0oRY0LpqcyO_SydX4LXxsPio9UwLJ34nhKV5i_alPTXgCkp1UziUoyCu87xN1VGE3clQVdjy5cKia2iiMkfZ_cfOIrFup64&sai=AMfl-YR7oR7mqN1Q5NWeX9rBy6PuWuthWt7CS1IkTEn7OETXQNF_gNy8tDGZe2VLlj_A-rmzpfraLIKKCA&sig=Cg0ArKJSzGr5aYMuwhg_EAE&urlfix=1&adurl=http%3A%2F%2Fsmartmatch.smartology.co%2Fclick%2Fcreative%2F436%2Fpublisher%2Fcontent%2F319c5804-1b7d-11e6-a7bc-ee846770ec15%2Ffeed%2Fcontent%2F25eddba9-5584-49fd-a07f-101f600d0579-sc%3FcacheBuster%3D176772917-19876c02dca531773f10b9eac1c7661e-1463479078287%26expid%3D4%26redirectUrl%3Dhttps%253A%252F%252Fad.doubleclick.net%252Fddm%252Fclk%252F302575775%253B129779799%253Bk%253Fhttp%25253A%25252F%25252Fwww.lloydsbankinggroup.com%25252FMedia%25252FPress-Releases%25252F2016-press-releases%25252Flloyds-banking-group%25252Ffarmers-flock-to-take-up-500m-delayed-payments-fund%25252F

