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UNITED STATES DISTRICT COURT

DISTRICT OF NEVADA

llona Harding, an individual, Lester Thomas
Harding, an individual, all on behalf of
themselves and all similarly-situated individuals,

Plaintiffs,
VS.

Diamond Resorts Holdings, LLC; a Nevada
limited liability company; Diamond Resorts
International, Inc., a Delaware corporation;
Diamond Resorts U.S. Collection, L.L.C., a
Delaware limited liability company; Diamond
Resorts International Marketing, Inc., a
California  corporation; Diamond Resorts
International Club, Inc., a Florida corporation;
Diamond Resorts Management, Inc., an Arizona
corporation; Diamond Resorts U.S. Collection
Members Association, a Delaware corporation;
Diamond Resorts Developer & Sales Holding
Company, a Delaware company; Diamond
Resorts Financial Services, Inc., a California
corporation; and Does 1 through 100, Inclusive,

Defendants.

No.

CLASS ACTION COMPLAINT

JURY TRIAL DEMANDED



mailto:gma@albrightstoddard.com

© 00 ~N o o b~ w NP

N T N N T S T N e N e N S T~ S S S S = S = S S
©® N o B W N B O © 0O N oo o~ W N L O

Case 2:17-cv-00248 Document 1 Filed 01/29/17 Page 2 of 55

Plaintiffs, llona Harding and Lester Thomas Harding (hereafter “Plaintiffs” or the
“Hardings”), by and through their attorneys, bring this action on behalf of themselves and all
persons similarly situated, against the above-referenced Defendants (collectively, “Defendants” or
“DRI”), and based on personal knowledge with respect to themselves and, on information and
belief derived from, among other things, investigation of counsel and review of public documents

as to all other matters, complain and allege as follows:

NATURE OF THE CASE

1. This case arises from DRI ensnaring the Hardings and thousands of other elderly
consumers in its deceptive and fraudulent scheme to sell points-based timeshare memberships
(“Memberships”). DRI members, such as the Hardings, typically spent tens of thousands of dollars
or more for upfront Membership fees, upsold Membership levels, and hefty annual assessments
that continue in perpetuity.t

2. While DRI has sold Memberships to non-elderly consumers, DRI intentionally
targets individuals who were retired or approaching retirement (hereafter “elderly persons”), as
they often have more time to travel and are more vulnerable to DRI’s manipulative sales practices.

3. DRI lures consumers into purchasing Memberships by advertising certain premium
or high value properties at its sales presentations. Accordingly, references herein to premium or
high value properties refers to properties that are consistent with the representative sample
accommodations—which are the best or most desirable accommodations—offered to consumers
during the sales presentations. These properties typically represent DRI’s most luxurious
properties or properties that are in prime locations. DRI showcases these properties knowing that
consumers will be tempted to buy a Membership because they think they will be able to vacation
there. The demand for these premium properties is high, and the competition to reserve their rooms

is fierce. Members are disappointed when they cannot book reservations at these locations. DRI’s

! For purposes of this Complaint, the term “elderly” refers to individuals age 60 and older when they
purchased a DRI Membership.
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premium properties are typically booked to full-capacity a year in advance. For example, DRI
properties in Hawaii are particularly popular, but DRI does not maintain an adequate supply of
inventory to satisfy the reasonably expected demand of its members.

4. Beyond showcasing its premium properties, DRI employs manipulative sales
practices to create a bond of trust between itself and elderly consumers. To do this, DRI uses
licensed real estate agents and brokers to sell its Memberships. DRI’s licensed real estate agents
then tell their customers, whether elderly or not, that they have a duty to tell customers the truth
and disclose all material facts in connection with the sale of DRI Memberships. Moreover, DRI
requires purchasers in Nevada to sign a form promulgated by the State of Nevada Real Estate
Division. The form is entitled “Duties Owed By A Nevada Real Estate Licensee,” and it notifies
consumers that DRI is under a duty to not deal with them in a manner that is deceitful, fraudulent,
or dishonest. Accordingly, by design and through a uniform practice, DRI establishes a special
bond of trust between itself and its elderly victims.

5. More particularly, DRI knows that elderly consumers are buying Memberships
based upon DRI’s representations. DRI abuses its purported bond of trust by withholding material
information from its elderly consumers and employing high-pressure sales tactics designed to force
elderly persons into buying expensive Memberships that make no economic sense for someone
over the age of 60. For example, DRI’s sales practices are intentionally designed to exploit elderly
persons by having them attend sales presentations marketed as lasting a maximum of 90 minutes,
but often lasting five or six hours, or even longer. DRI is relentless with its goal to wear down
elderly persons both physically and emotionally. These elderly consumers must deal with a never-
ending series of DRI sales pitches despite those customers repeatedly telling DRI that they are not
interested in buying a Membership. Many of these elderly consumers who attend DRI’s sales
presentations eventually succumb to DRI's pressure and agree to buy a Membership. DRI’s high-
pressure and deceptive sales presentations are intentionally designed to accomplish one goal—to
close the sale the same day the elderly person attends the sales presentation.

6. Despite the duty to disclose, DRI has uniformly failed and continues to fail to fully
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and fairly disclose all material information that a reasonable consumer, and particularly an elderly
person, would consider to be important in deciding whether to purchase a DRI Membership. More
particularly and by way of example, DRI uniformly fails to disclose to elderly persons (or its other
consumers) that (a) there is no secondary market where purchasers can sell their DRI
Memberships; (b) the absence of a secondary market is by intentional design; (c) the points DRI
sells lack intrinsic value or pricing integrity; (d) the economics of DRI’s perpetual vacation
Membership do not make sense for an elderly consumer; (e) the “Closing Costs” DRI charges its
members are baseless and unjust; (f) DRI has financial conflicts of interest because it also serves
as the property managers for all resorts in its portfolio; (g) annual maintenance fee assessments
will escalate each year at a rate higher than ordinary inflation and contain inappropriate and unjust
charges; (h) despite its sales presentations, which tout DRI’s premium resorts and member
flexibility, most members will not be able to use their points to book vacations at DRI’s premium
resorts because DRI does not have sufficient inventory at its premium resorts to satisfy the
reasonably expected demand of its members; (i) the majority of DRI’s points sales come from
upselling to its current member base; (j) DRI’s sales agents have sales quotas that must be met and
they are paid in the form of commissions. Sales agents who do not meet their quotas are at risk of
losing their job; and/or (1) the high-interest loans DRI makes or credit cards DRI issues to elderly
persons at the time of purchase to finance Memberships, are often unsuitable for those elderly
persons. DRI loans or financing are not based on traditional assessment of the elderly person’s
repayment ability.

7. The above information is uniformly withheld from consumers. Moreover, DRI
controls the information consumers receive about their Memberships. To ensure a consistent
message is delivered during the sales presentations, DRI engages scripted sales practices and
policies in addition to training each of its sales agents in how to (a) present its Membership product
to consumers; (b) exercise undue influence, duress, coercion, annoyance and harassment to
pressure consumers, including the elderly, into purchases; (c) overcome consumers’ objections;

and (d) execute and present the final contract to consumers for signing and consummating the sale.
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8. DRI’s quality control procedures include a zero-tolerance policy for sales agents
who stray from its scripts and training. DRI has also issued a press release that affirmatively
represented the following:

e DRI has in place a strict set of policies and practices aimed
at protecting the consumer that are in-line with industry best
practices.

e DRI has a zero-tolerance policy for any member of the sales
team who does not follow protocol.

A true and accurate copy of this communication was filed with the Securities and Exchange
Commission as EX-99.1 to DRI’s SEC 8-K, dated January 23, 2016, which is attached to this
Complaint as “Exhibit 1”” and incorporated herein by reference.

9. Insiders within the timeshare industry, former DRI employees, and DRI’s own
public filings confirm that DRI’s program largely focuses and relies upon on the “upsell” to both
prospective and existing DRI members to purchase points. DRI sales agents are trained to
convince members that, despite already having paid thousands or tens of thousands of dollars, they
now need to upgrade their Membership to the next tier level or join another “collection” by paying
tens of thousands of dollars more. Indeed, DRI’s business model is dependent on repeatedly
selling points to its existing members. Of course, DRI is happy to take money from any
unsuspecting victim, regardless of whether that person is a new or existing member.

10.  Another common tactic that DRI employs is to tell consumers who own timeshare
interests in non-DRI resort properties that it is conducting an owner update event. The owner
update, however, is actually a sales presentation for DRI. At these presentations, DRI typically
scares the owners by telling them that, unless they convey their timeshare interests to DRI, the
consumer will not be able to use their existing timeshare property. DRI offers to accept the
consumer’s timeshare interests in exchange for points in a DRI Membership. The same transaction
also includes the consumer paying DRI monies to become a member.

11.  As an older demographic who rely upon their social security benefits and lifetime

savings, DRI’s elderly customers often do not have enough cash on hand or other liquid assets to
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spend on a DRI Membership. DRI solves this problem by offering its financial products to
consumers so that they can quickly finalize sales transactions without undergoing the more
traditional approaches to credit analysis, including for example, a debt to income ratio analysis to
assess their elderly customers’ ability to repay the loans. In fact, DRI has financed loans, at an
average interest rate of 14.9%, that cover up to 75% of its customers’ Membership costs—totaling
nearly $1 billion at any given time. As further detailed below, DRI’s lending arm is a significant
and material source of revenue and profits for the company.

12.  After financing or paying thousands or tens of thousands of dollars from savings
just to purchase their DRI Memberships, DRI’s members find themselves further saddled with
rapidly rising annual maintenance fees, Club dues, and other assessments, all of which DRI asserts
members must pay in perpetuity or default and lose their points as well as their entire “investment.”
If a member fails to keep current on paying these assessments, DRI has the right to foreclose on
the Membership. When that happens, the member loses his points and, therefore, his entire
investment.

13. Many of these DRI members have been financially ruined. Others have
experienced severe stress and mental anguish as they worry about how they are going to pay their
ongoing DRI bills, which are usually in the thousands and sometimes tens of thousands of dollars
each year. If members default on their loans or they fail to pay their annual maintenance fee
assessments or Club dues, DRI will likely recapture the members’ points either through surrender
or foreclosure. Once that happens, DRI resells those same points to another unsuspecting customer
at full retail value.

14. DRI likes to portray itself as conveying wonderful customer service, and touts
consumer satisfaction based on self-serving consumer surveys. Unfortunately, the real world paints
an ugly and often tragic picture once a DRI member discovers DRI’s scam. Elderly persons who
purchased DRI Memberships typically find themselves living in a never-ending nightmare. The
length of time between when DRI sells a Membership to an elderly consumer and when that elderly

consumer discovers that he has been defrauded is usually very long and can easily take several




© 00 ~N o o b~ w NP

N T N N T S T N e N e N S T~ S S S S = S = S S
©® N o B W N B O © 0O N oo o~ W N L O

Case 2:17-cv-00248 Document 1 Filed 01/29/17 Page 7 of 55

years. Once DRI members discover that they have been defrauded, it is generally too late to do
anything about it. DRI members cannot sell their Memberships on the secondary market because
DRI has intentionally made sure that a viable, active, and/or liquid secondary or resale market will
never exist. Moreover, DRI members who want to quit DRI eventually learn that not only are they
unable to sell, but they also are usually unable to give away their Memberships for free. The reason
is that a DRI Membership is a liability and not an asset. As a direct consequence, there is no way
for members to escape the clutches of DRI once they have joined, at least not without legal action
or threat of legal action.

15. DRI members have filed hundreds, if not thousands, of complaints about DRI
online, with governmental agencies, and with DRI itself. DRI has even received complaints from
its own employees, agents, and sales people about its fraudulent and deceptive trade practices.
Despite the enormous number of complaints lodged against it, DRI has done little to clean up its
deceptive and fraudulent sales practices or to compensate its members for the damages they have
suffered.

16.  After receiving numerous consumer complaints, the Attorney General for the State
of Arizona extensively investigated DRI’s sales practices. As a result of that investigation, DRI
and the Arizona Attorney General recently entered into an Assurance of Discontinuance wherein,
without admitting guilt or liability, DRI agreed to stop engaging in many of the same sales
practices detailed here. DRI also agreed to pay a large fine.

17. Based on the foregoing and the other allegations in this Complaint, the Hardings
bring this action on behalf of themselves and all other elderly person victims who purchased a
points-based timeshare Membership from DRI during the applicable limitations period and have
not received a full refund of monies or other consideration paid to Defendants.

18.  For the facts and reasons set forth more fully herein, the Hardings will show this
Court that they, and the Class members, are entitled to a full refund of monies and other
consideration each of them has paid to DRI or alternatively, recovery of actual damages they have

suffered; recovery of reasonable and necessary attorney’s fees; civil penalties; punitive damages;
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treble damages and all other remedies to which they are justly entitled to either at law or in equity.

THE PARTIES

19. Plaintiffs ILONA HARDING and LESTER THOMAS HARDING are residents of
the State of Arizona. They are both elderly persons who purchased DRI Memberships in the
Diamond Resorts U.S. Collection and the Diamond Resorts Hawaii Collection.

20. Defendant DIAMOND RESORTS HOLDINGS, LLC (“DRH”) is a Nevada
Limited Liability Company with a principal place of business located at 10600 West Charleston
Boulevard, Las Vegas, Nevada 89135. Its manager is registered as Diamond Resorts International,
Inc., which shares the principal place of business as its business address. DRH owns, inter alia,
the Vacations for Life® trademark.

21. Defendant DIAMOND RESORTS INTERNATIONAL, INC. (“DRII”)2 was a
publicly traded corporation during the relevant period and has a principal place of business located
at 10600 West Charleston Boulevard, Las Vegas, Nevada 89135. Its registered officers are
identified as follows: (a) Director: David J. Berkman; (b) Director: Stephen J. Cloobeck; (c)
Director: Richard M. Daley; (d) Director: Frankie Sue Del Papa; (e) Secretary: Jared Finkelstein;
(f) Director: Jeffrey Jones; (g) Treasurer: Lillian Luu; (h) President: David F. Palmer; (i) Director:
David F. Palmer; (j) Director: Hope S. Taitz; (k) Director: Zachary Warren; and (I) Director:
Robert Wolf, all of whom share the principal place of business as their business address. DRII is
the parent corporation to each of the entities detailed below and the parent to approximately 200

or more subsidiaries during the relevant period. In certain SEC filings, DRII is identified as a

2 On July 24, 2013, Diamond Resorts International, Inc. (“DRII”) closed the initial public offering (the
“IPO”). Prior to the consummation of the IPO, DRII was a newly-formed Delaware corporation that had not conducted
any activities other than those incident to its formation and the preparation of the Registration Statement and the Final
Prospectus. DRIl was formed for the purpose of changing the organizational structure of Diamond Resorts Parent,
LLC (“DRP”) from a limited liability company to a corporation. Immediately prior to the consummation of the IPO,
DRP was the parent and the sole stockholder of DRII. In connection with, and immediately prior to the completion of
the IPO, each member of DRP contributed all of its equity interests in DRP to DRII in return for shares of common
stock of DRII. Following this contribution, DRII redeemed the shares of common stock held by DRP and DRP was
merged with and into DRII. DRII is now a holding company, and its principal asset is the direct and indirect ownership
of equity interests in its subsidiaries.
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holding company, and its principal asset is the direct and indirect ownership of equity interests in
its subsidiaries.

22. Defendant DIAMOND RESORTS INTERNATIONAL MARKETING, INC.
(“DRIM?”), is a subsidiary of DRII and a California Corporation with a principal place of business
located at 10600 West Charleston Boulevard, Las Vegas, Nevada 89135. Its registered officers are
identified as follows: (a) Secretary: Jared Finkelstein; (b) Director: Jared Finkelstein; (c) Director:
Lisa Gann; (d) Director: Keith Holmes; (e) Secretary: Howard Lanznar; (f) Treasurer: Lillian Luu;
(9) Secretary: Alex Olsanksy; (h) President: David F. Palmer; (i) Secretary: Michael Shalmy, all
of whom share the principal place of business as their business address. DRIM is the brokerage
entity, which through its brokers and real estate agents, assists in DRI Membership sales
transactions with consumers. DRIM holds itself out as the brokerage agent and licensee in the real
estate transaction on behalf of Diamond Resorts U.S. Collection Development, LLC.

23. Defendant DIAMOND RESORTS INTERNATIONAL CLUB, INC. (“DRIC”),
has been identified in certain Legal Documents issued by THE Club as a wholly owned subsidiary
of Diamond Resorts Corporation and also has been identified as a subsidiary of DRII through
certain Securities and Exchange Commission (“SEC”) filings. DRIC is a Florida corporation with
a principal place of business located at 10600 West Charleston Boulevard, Las Vegas, Nevada
89135. Diamond Resorts International Club, Inc. is a wholly owned subsidiary of Diamond Resorts
Corporation. Diamond Resorts International Club, Inc. is the Operating Company for THE Club®.
Its registered officers are identified as follows: (a) Secretary: Jared Finkelstein; (b) Director: Jared
Finkelstein; (c) Director: Lisa Gann; (d) Director: Keith Holmes; (e) Secretary: Howard Lanznar;
(f) Treasurer: Lillian Luu; (g) President: David Palmer; (h) Secretary: Michael Shalmy. Sarah
Hulme has also been identified as the Vice President and principal contact for DRIC. DRIC is the
Operating Company that controls and operates the Exchange Pool and Membership program
referred to as “THE Club,” which is further detailed below. Membership in THE Club is mandatory
for points owners in the U.S. Collection.

24, Defendant DIAMOND RESORTS MANAGEMENT, INC. (“DRMI”) is a
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subsidiary of DRII and an Arizona corporation with a principal place of business located at 10600
West Charleston Boulevard, Las Vegas, Nevada 89135. Its registered officers are identified as
follows: (a) Secretary: Jared Finkelstein; (b) Director: Jared Finkelstein; (c) Director: Lisa Gann;
(d) Director: Keith Holmes; (e) Treasurer: Lillian Luu; and (f) President: David F. Palmer, all of
whom share the principal place of business as their business address. Upon information and belief,
there is Management Agreement in place between the U.S. Members Collection Association and
DRIM, which delegates certain powers and duties to DRIM as the “plan manager” including, but
not limited to, the authority to provide administrative services to the Association and the Collection
and the responsibility for immediate management and operation of the Collection (other than
Reservation Services) and the authority to provide financial services — including preparation and
submission of annual budget to the Board of Directors for approval - for the operation of the
Association and the Collection.

25. Defendant DIAMOND RESORTS U.S. COLLECTION DEVELOPMENT, LLC
(hereafter “the U.S. Collection™) is a subsidiary of DRIl and a Delaware Limited Liability
Company with a principal place of business located at 10600 West Charleston Boulevard, Las
Vegas, Nevada 89135. Its manager is registered as Diamond Resorts Developer & Sales Holding
Company, which shares the principal place of business as its business address. The U.S. Collection
sells Memberships to consumers in the form of points and those points are used in exchange for
use of Collection properties, which are identified in more detail below. The U.S. Collection also
finances those Memberships for certain consumers.

26. Defendant DIAMOND RESORTS DEVELOPER & SALES HOLDING
COMPANY (“DRDS”) is a subsidiary of DRII and is organized under Delaware law. Its principal
place of business is located 10600 West Charleston Boulevard, Las Vegas, Nevada 89135. Its
registered officers are identified as follows: (a) Secretary: Jared Finkelstein; (b) Director: Jared
Finkelstein; (c) Director: Lisa Gann; (d) Director: Keith Holmes; (e) Treasurer: Lillian Luu; (f)
President: David F. Palmer, all of whom share the principal place of business as their business

address. DRDS is the sole manager of Diamond Resorts U.S. Collection Development, LLC.

10
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27. Defendant DIAMOND RESORTS FINANCIAL SERVICES, INC. (“DRFS”) is a
subsidiary of DRII and a California Corporation with a principal place of business located at 10600
West Charleston Boulevard, Las Vegas, Nevada 89135. Its registered officers are identified as
follows: (a) Secretary: Lisa Gann; (b) Director: Lisa Gann; (c) Treasurer: Lillian Luu; (d) Director:
Lillian Luu; and (e) President: David Womer; and (f) Director: David Womer, all of whom share
the principal place of business as their business address. DRFS is the servicer of the timeshare
loans to which DRUS is the creditor.

28. Defendant DIAMOND RESORTS U.S. COLLECTION MEMBERS
ASSOCIATION (the “Association™), iS a non-stock, non-profit corporation organized under
Delaware law, whose principal place of business is in 10600 West Charleston Boulevard, Las
Vegas, Nevada 89135. Plaintiffs and Class members are members of the Association. The
Association has the power and authority to control properties in the U.S. Collection and the power
and authority to enter into affiliation agreements with third parties such as a manager or THE Club.
The Association has and continues to exercise this authority to maintain affiliations with DRI
management entities and THE Club notwithstanding the inherent conflicts of interest that arise in
connection with those relationships.

29.  Defendant DOES 1-30 are corporations, limited liability companies, and
individuals whose true names, identities, and relationships are not yet known to Plaintiffs.
Plaintiffs are informed and believe, and on that basis allege, that each of the fictitiously named
Defendants is responsible in some manner for the matters and damages alleged herein, and that
their actions were authorized by, ratified by, and known to the named Defendants. Plaintiffs will
amend this Complaint, or request leave to do so if required, if and when the identities of the
fictitiously-named Defendants become known.

ALTER EGOS

30.  Atall times mentioned here, each Defendant, including the DOE Defendants, were
the alter egos, agents, partners, joint venturers, joint employers, representatives, servants,

employees, successors-in-interest, co-conspirators and assigns, each of the other, and at all times

11
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relevant hereto were acting within the course and scope of their authority as such alter egos, agents,
partners, joint venturers, joint employers, representatives, servants, employees, successors,
coconspirators and assigns, and all acts or omissions alleged herein were duly committed with the
ratification, knowledge, permission, encouragement, authorization and consent of each Defendant
designated herein. Defendants are, therefore, jointly and severally liable to Plaintiffs for the
damages alleged herein.

31. DRI has over 200 subsidiaries, as reflected in current and historical SEC filings,
including the other named Defendant entities. As detailed above, each of the Defendant entities’
respective agents, officers, and directors substantially overlap. By way of example, but not
necessarily limitation, David Palmer served as President and/or Director (and sometimes as both)
for at least six of the Defendant entities; Jared Finkelstein serves as Secretary and/or Director (and
often both) for at least six of the Defendant entities; and Lilian Luu serves as Treasurer and/or
Director (and sometimes both) for at least six of the Defendant entities.

32. Each of the Defendant entities is owned and/or controlled by the other. Each entity
identified above is also identified as a subsidiary on DRII’s Exhibit 21.1 to its 2015 SEC 10-K
filing. As recited in its 2015 SEC 10-K, DRII is holding company and its principal asset is the
direct and indirect ownership of equity interests in its subsidiaries. Not inconsistent with the
foregoing, DRI makes certain global representations, commingling the identity of itself with its
subsidiaries. By way of example, but not necessarily limitation, a DRI SEC filing memorializes
that in “North America, we hold title (via subsidiary resort developer entities) to certain intervals
which have not yet been transferred to a Diamond Collection. When these intervals are transferred
to a Diamond Collection, we will receive an allocation of points.”

33.  According to Secretary of State registration filings in the State of Nevada, certain
of DRI’s respective subsidiaries are significantly undercapitalized. By way of example, but not
limitation, the Secretary of State filings reflect the following total capital amount: (a) DRIM: $0;
(b) DRIC: $10; (c) the U.S. Collection: $0; (d) DRDS: $30; and (e) DRFS: $100. Each of the

Defendant entities commingle resources and operations at the same place of business, namely

12
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10600 West Charleston Boulevard, Las Vegas, Nevada 89135.

34. Each of the Defendant entities do business under the same registered trademarks,
including for example DRI® and THE Club®.

35. Each of the Defendant entities commingle assets and dominion and control over
their assets. For example, in certain SEC filings, DRI identifies the Collections and respective
accommodations within the Collections as DRI’s resources or assets under its control, even though
each Collection is purportedly a separate entity and each property within a Collection is held in
trust for the benefit of the members of that trust. As a further example of commingling, an SEC
filing memorializes that in “North America, we hold title (via subsidiary resort developer entities)
to certain intervals which have not yet been transferred to a Diamond Collection. When these
intervals are transferred to a Diamond Collection, we will receive an allocation of points.”

36.  Each of the Defendant entities commingle their operation’s responsibilities and
liabilities. For example, certain SEC filings appear to obligate all subsidiaries as guarantors to
certain financing arrangements.

37.  Each of the Defendant entities comingle attributes of each individual Membership
interest as between the Collection and THE Club for purposes of sales and marketing practices. In
other words, when selling a Membership interest in the U.S. Collection, DRI sales representatives
promote the benefits of THE Club, although written materials later disclaim any authority to make
representations on behalf of THE Club.

JURISDICTION AND VENUE

38.  This Court has subject matter jurisdiction over this action pursuant to the Class
Action Fairness Act, 28 U.S.C. § 1332(d)(2), because diversity of the parties exists, the proposed
Class has more than 100 Class members, and the aggregate amount in controversy exceeds $5
million.

39.  Venue is proper in this district pursuant to 28 U.S.C. § 1391(b)(ii) because acts
giving rise to the claims of the Plaintiffs herein occurred within this judicial district, and all

Defendants regularly conduct business in and have engaged and continue to engage in the wrongful

13
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conduct alleged herein—and, thus, are subject to personal jurisdiction—in this judicial district.

FACTUAL ALLEGATIONS COMMON TO THE CLASS

TRADITIONAL “WEEKS” OWNERSHIP MODEL

40.  Traditional timeshares work on a model that allots specific weeks at a resort
property to each consumer who purchased them. Timeshare owners purchase the right to reserve
one week or multiple weeks at a specific resort in the year that he or she is entitled to usage of the
interest. This type of timeshare model is typically categorized by such inseparable factors as
providing the traditional “weeks” owner with specific and defined Unit Type (e.g., one- or two-
bedroom, ocean view, etc.), Ownership share (i.e., the number of weeks), and Reservation and Use
Rights (i.e., every year, every odd year, or every even year).

41.  When traditional “weeks” owners decide not to utilize their weeks in any given
year, they can often employ an exchange program administered by a third-party entity that will
exchange their weeks for reservations at destinations other than their home resort. By doing so,
owners in traditional “weeks” timeshares can the use of their timeshares in order to vacation at
other resorts acceptable to them.

42.  That use right is secured through and memorialized in respective state statutes
requiring a one-to-one, night-to-use requirement. For example, Nevada timeshare statutes afford
consumers this same protection. See N.R.S. 119A.525(1)(c), 119A.307(3). The purpose of this
requirement is to prohibit overselling or selling the right to use more weeks or nights than are
available in a timeshare plan, and to assure the right and practical ability of each owner to use a
timeshare unit for the maximum number of nights to which the owner is entitled.

OVERVIEW OF DRI’S BUSINESS MODEL

43. Rather than transacting business using a traditional timeshare model where
investors actually own fractional interests in real estate that they can rely upon to use and enjoy,
DRI has concocted a highly sophisticated and complex scheme to get elderly persons and others
to buy outrageously expensive Memberships in “Collections” that DRI has created. DRI claims to

have approximately 500,000 members in its Collections.
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44.  This lawsuit arises in connection with the entity identified above as the U.S.
Collection, which is DRI’s largest Collection when measured by total number of members.

45.  The U.S. Collection is euphemistically referred to by DRI as a “right to use”
vacation club. More particularly, DRI created the U.S. Collection so that a trustee can hold
timeshare properties and/or interests in trust purportedly for the benefit of the U.S. Collection and
its members, including the Hardings and the Class members. Depending on how much money
consumers pay for their Memberships, they are then allotted a certain number of points each year
and given certificates evidencing how many annual points the member has purchased. DRI
members also are insured under a title policy that covers their interest in the points they bought.
Points are important because they act as the currency that members use to “try to reserve” rooms
at one of the resorts within the DRI network. DRI has developed a simple matrix that advertises
how many points are required to reserve a room at each of its properties. More particularly, the
number of points required to rent a room depends on several factors, such as location, size of the
room, time of the year, and how far in advance reservations are made. There is no limit or cap on
how many members can join the DRI network. DRI does not disclose all material information
necessary for an elderly person to be able to calculate his chances of being able to book or reserve
a room at any of the DRI properties. As such, DRI many or most members are unable to vacation
where they want and when they want once they become members and try to book rooms.

46. DRI claims that members do not directly own real estate. Instead, the points that
consumers buy give them nothing more than the right to “try to use their points” to reserve rooms
at one of DR1I’s resort properties. Furthermore, unlike traditional timeshares where consumers have
an actual right and guaranty to use properties during a calendar year, DRI members have no such
assurances. Instead, rooms are doled out on a first come first serve basis. This means that there are
many disgruntled DRI members because they cannot vacation where they want and when they
want despite DRI’s sales pitch that a points-based model offers members greater flexibility than a
traditional timeshare model. The purported flexibility is small consolation to members who paid

enormous amounts of money to buy DRI Memberships and then have had to pay DRI’s ever
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escalating annual maintenance fees in exchange for possibly nothing.

47. The points purchased by a member in a DRI Collection are automatically entered
into an exchange pool run by a DRI affiliate entity called “THE Club.” THE Club does not
technically sell Membership interests on behalf of each DRI Collection, but it is the reservation
entity through which members ultimately reserve rooms or accommodations.

48. Because the number of DRI accommodations is finite and DRI has a gross shortage
of high value or premium properties consistent with the representative samples DRI promoted to
consumers in its sales presentations, it cannot meet the reasonably expected demand of its
members, despite DRI’s representations that it offers its members much greater flexibility than a
traditional “weeks” timeshare model. Accordingly, most members must use their points at less
desirable properties often in off peak seasons when they do not want to travel.

49, DRI members are not only in competition with each other to “try to reserve” one
of the rooms or accommodations in DRI’s portfolio of properties, but DRI members are also in
competition with an enormous pool of other people who have the right to access the same rooms
and accommodations found in the U.S. Collection. The enormous pool of other people exists
because of reciprocal exchange agreements DRI has entered into with other entities. The size of
these pools is in the millions and possibly tens of millions of people. By entering into reciprocal
exchange agreements with Interval International and an untold number of other undisclosed third
party entities, DRI has effectively devalued or diluted the points owned by members like the
Hardings and Class members. In other words, the net effect of entry into the Exchange Pool is an
imbalanced ratio. While the pool of competition has expanded, accommodation inventory
consistent with representative samples touted by DRI remains the same or fails to increase
sufficiently to meet the increasing demand. Therefore, competition is fierce and the likelihood of
accessing a premium room is substantially reduced which, in turn, diminishes the perceived value
of the points as represented at the point of sale. As such, the Hardings’ and Class members’ chances
of booking a room at a desirable DRI property where they actually want to vacation at a convenient

time has been and, continues to be, greatly diminished due to DRI’s intentional design of its
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business model. Moreover, based on the limited material information supplied by DRI to members
like the Hardings, it is impossible, for elderly persons like the Hardings and the Class members to
calculate with reasonable certainly what the likelihood of being able to book a room at one of the
DRI properties actually is before the elderly person purchases a DRI Membership.

50. In summary, DRI members in general, and elderly persons in particular, are forced
to trust DRI when they buy a Membership. On the one hand, DRI touts that its points based
program offers tremendous flexibility to its members in choice of rooms and resort property
locations. On the other hand, DRI fails to adequately disclose that there are substantial risks in
purchasing a DRI Membership because there is no way for an elderly person to evaluate the
reasonable probability of being able to book rooms or accommodations at a time when the elderly
person wants to vacation at a location where the elderly person wants to vacation. Elderly persons
are required to take a leap of faith that DRI has made full and fair disclosure of all material facts
and information that a reasonably prudent investor needs to have to evaluate his purchase.

51. Unfortunately, as set forth throughout this Complaint, DRI has failed, and continues
to fail, to make full and fair disclosure of all material facts necessary to evaluate the risks associated
with purchasing Memberships in DRI before the consumer makes his purchase. This is true even
though DRI uses sales people who are licensed real estate agents.

52. In at least the state of Nevada, elderly persons, like the Hardings and Class
members, must sign a form acknowledging that the real estate agent will disclose any material
facts about DRI Memberships to the elderly consumers. Moreover, these licensed DRI real estate
agents are required by law not to deal with consumers, including elderly persons, in a manner that
is deceitful, fraudulent, or dishonest. Alternatively, DRI’s own, internal broker manual and state
licensing requirements mandate that DRI sales people (who are licensed real estate agents and/or
brokers) disclose all material facts to consumers about DRI Memberships prior to the
consummation of a sale.

53.  As recognized by the National Association of Realtors, DRI’s Broker also has a duty to

disclose material information to non-clients, such as the Hardings and Class members: “This duty
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to disclose known material facts is based upon a real estate broker’s duty to treat all persons
honestly and fairly. This duty of honesty and fairness does not depend on the existence of an
agency relationship.” National Association of Realtors, Fiduciary Duties, Risk Management &

License Law Forum, dated May 15, 2013, at 2, available at https://www.nar.realtor/sites/

default/files/handouts-and-brochures/2014/nar-fiduciary-duty-032213.pdf.

54.  Under the DRI business model, an elderly person who joins the U.S. Collection
typically pays approximately $25,000 to purchase enough points to rent a one-bedroom property
for one week per year at a DRI resort consistent with the representative samples from its sales
presentations. That enormous upfront payment is just the beginning of the price of admission to
become a member in the U.S. Collection. Elderly DRI members must also pay annual maintenance
fees, Club dues, Closing Costs, and a host of other fees and charges that are all designed to
maximize profits for DRI. Moreover, these annual costs are billed to the DRI member in perpetuity.
For example, maintenance fees for the right to “try to use” an average room in the U.S. Collection
for a one week period, which DRI calls a “resort interest,” average in excess of $1,400 per calendar
year according to DRI’s 2015 10-K filings with the SEC. Since there are seven (7) days in a week,
this means that members in the U.S. Collection are paying more than $200 per night in maintenance
fees alone just to have the right “to try to” book a room at a DRI resort, i.e. $1,400 divided by 7
days equals $200 per day. Furthermore, DRI charges an annual fee of $225-280 for Membership
in THE Club. A member who buys enough points to rent a DRI room for one week is paying
approximately an additional $30.00 or more per day for Club dues alone. As such, DRI is collecting
at least $230 per day in maintenance fees and Club dues from that member in exchange for his
right to try to use a DRI room. That calculation does not even factor in the upfront $25,000
initiation fee that the member paid DRI just to buy enough points to rent a DRI room for one week
per year. To say that DRI is exploitative and a total rip-off for elderly persons in particular, is a
gross understatement.

55.  The “right to try” to book a room is essentially the equivalent of buying an

expensive lottery ticket. Elderly persons are obligated to pay these maintenance fees even if they
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are unable to book or use a room through no fault of their own. It is irrelevant why an elderly
member might not be able to use a resort interest. Lack of availability of accommodations, i.e., the
failure of DRI to have adequate inventory to satisfy the reasonably expected demand for rooms, is
not an excuse for failure to pay maintenance fees. Neither is illness, financial hardship, and other
factors beyond the control of the elderly member. In fact, a lucrative portion of DRI’s business
model depends on its ability to recapture, through foreclosure or otherwise, a Membership when
the DRI member in general, and the elderly person in particular, does not pay his or her
maintenance fees. This practice allows DRI to acquire a cheap source of points or Memberships
and then resell them at full retail prices to a new and unsuspecting elderly person.

56. DRI targets an older demographic. It is common for members in the U.S. Collection
to be 60 years or older, which constitutes an elderly person under the Nevada Deceptive Trade
Practices Act, Nevada Revised Statutes Annotated (“N.R.S.”) 598.0933.

57. Memberships in the U.S. Collection are sold during sales presentations or “tours”
as DRI calls them. DRI lures potential new members to its sales presentations in several different
ways. For example, DRI contacts elderly persons who own existing timeshare deeds in other clubs
with the promise of giving them an “owner update” in the timeshare club they belong to. This is
just a thinly veiled disguise to persuade the elderly person to: (a) convey his deeded timeshare
interest to DRI; and (b) purchase points and become a DRI member. DRI sometimes refers to these
specific elderly consumers as legacy members.

58. DRI also employs telemarketers to solicit potential new members. DRI promises
these elderly persons incentives, such as free gift cards, vacations, and airline tickets if they will
attend a 90-minute long sales presentation. Absent these bribes, elderly persons would not attend
the tours. Although DRI represents that these sales presentations will only last 90 minutes, the
presentations inevitably drag on for many hours as DRI employs high-pressure sales tactics to
capture new members. A January 22, 2016 article in the New York Times entitled “The Timeshare
Hard Sell Comes Roaring Back” depicts just how aggressive DRI can be to consumers during these

sales presentations. A true and accurate copy of this January 22, 2016 New York Times article is
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attached to this Complaint as “Exhibit 2.”

59. DRI claims that it has a sophisticated training program for its sales personnel. DRI
also claims that it monitors its sales personnel and the sales presentations to assure uniformity,
consistency, and control over what it advertises and tells prospective and existing members. DRI
even issued a press release in response to the New York Times article where DRI assured the
public, including the Hardings and the Class members, that it follows industry best practices in
selling its Memberships and protecting consumer interests. Unfortunately, the manner in which
DRI actually conducts its business affairs, including its sales presentations or tours, belies what
DRI promises in its press release.

DRI’s POINTS-BASED MODEL
Collection Membership

60. In contrast to the traditional “weeks” ownership model where purchasers buy
specific use weeks, DRI employs a points-based program that is intentionally designed to take
advantage of unsuspecting elderly persons like the Hardings and the Class members. Unlike a
traditional weeks-based timeshare model, DRI’s points-based timeshare plan obligates consumers
in general, and elderly persons in particular, to a series of confusing Memberships and unbridled
pools of competition.

61. In DRI’s timeshare plan, properties and/or use interests in different properties are
acquired and then transferred into trust(s). Those trusts then allocate points to the respective
Membership Collections for sale to purchasers. Points are intended to represent the currency that
DRI members “try to use” to book accommodations. However, the dollar value of these points is
not correlated to any traditional market value. The amount of points attributed to a particular
accommodation or use interest within a trust is entirely arbitrary and can be manipulated at will by
DRI to the detriment of the members. Similarly, the valuation of those points for purposes of sale
to consumers is entirely arbitrary and set by DRI alone without input from its members.

62.  When a consumer purchases points for the purpose of buying or upgrading a

Membership, those points purportedly represent that consumer’s interest in a specific Collection
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Membership (also known as a vacation ownership interest), which is tied, on its face, to a set of
properties described and identified in DRI’s Nevada Public Offering Statement. DRI has a series
of Collections available for Membership, including

a. U.S. Collection, which includes interests in resorts located in Arizona, California,
Colorado, Florida, Indiana, Missouri, Nevada, New Mexico, South Carolina,
Tennessee, Virginia, and St. Maarten;

b. Hawaii Collection, which includes interests in resorts located in Arizona,
California, Hawaii, Nevada, and Utah; Premiere Vacation Collection;

c. California Collection, which includes interests in resorts located in Arizona,
California, and Nevada;

d. Premiere Vacation Collection, which includes interests in resorts located in
Arizona, Colorado, Indiana, Nevada, and Baja California Sur, Mexico;

e. Monarch Grand Vacations Collection, which includes interests in resorts located in
California, Nevada, Utah, and the Cabo Azul Resort located in San Jose Del Cabo,
Mexico;

f. European Collection, which includes interests in resorts located in Austria,
England, France, Italy, Norway, Portugal, Scotland, and Spain;

g. Latin America Collection, which includes interests in resorts located in the Cabo
Azul Resort located in San Jose Del Cabo, Mexico;

h. Mediterranean Collection, which includes interests in resorts located in the Greek
Islands of Crete and Rhodes; and

i. Club Intrawest, which includes interests in resorts located in Canada, Mexico, as
well as Florida and California, which was added to the resort network in connection
with Intrawest Acquisition in January 2016.

63. In general, Membership in a Collection is perpetual (unless a consumer purchased
term points), meaning that the Membership continues without limitation unless a Collection itself
is terminated or dissolved.

64. A Membership in a Collection consists of the following: (a) a Membership in the
Members Association for the respective Diamond Resorts Collection (e.g., the U.S. Collection);
and (b) an annual allocation of points for use in that Collection. The annual allotment of points to

each member depends upon the number of points the member purchased.
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65. Purportedly, these points entitle a DRI member the right to use a Collection’s
accommodations. In reality, a member gets nothing more than the right “to try to use” a
Collection’s accommodations because the points purchased within a Collection Membership are
also automatically assigned or made available to an Exchange Program, subject to limited
exception. That Exchange Program is structured to allow for a limitless pool of individuals with
other points, not all of which represent accommodation-use interests. And, in its Nevada Public
Offering Statement, DRI makes participation in THE Club mandatory for a points-owner.

THE Club® Membership

66.  THE Club® s the trade name used to identify the Exchange Program DRI owns and
operates. THE Club and Club offerings are collectively referred to as “the Clubs.” Significantly,
use interests contributed to the Clubs are not required to be exclusively accommodation interests.

67.  Membership in THE Club® is automatic® and, it is tiered based on the number of
points owned as follows: (a) Standard — Up to 14,999 points; (b) Silver — 15,000 - 29,999 points;
(c) Gold — 30,000-49,999 points; and (d) Platinum — 50,000 and more points.

68. Because Membership in THE Club® is mandatory and automatic for points owners,
the net effect of purchasing points in a DRI Collection is an assignment of those points or use
rights into DRI’s exchange pool.

69.  However, a Collection Membership is not even limited to a DRI Exchange Pool.
Instead, each member is automatically obligated to an affiliation with Interval International (“11”")
and any other third-party entity or affiliate with whom DRI has contracted. Although DRI obligates
members to certain financial commitments or other obligations related to these third-party entities,
DRI fails to disclose at the point of sale the impact, relationship, or related obligations arising from
the relationship between DRI and these third-party entities.

70.  Consequently, when an elderly person purchases DRI points, he or she is

automatically, and unbeknownst to that elderly person, obligated to a series of distinct

3 Purchasers in Florida and Mexico must affirmatively elect to join THE Club®.
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memberships and conditions, some of which are disclosed and some of which are not disclosed to
the DRI member. For example, an elderly person is neither provided with copies of DRI’s
agreements with affiliate entities in the Exchange Program nor does DRI disclose any material
information to the elderly person about the affiliate entities or how the reciprocal exchange
agreements might impact the rights of the elderly person. This failure or omission by DRI makes
it impossible for a DRI member to evaluate his or her chances of using a DRI accommodation or
the other risks associated with purchasing a DRI Membership.

71.  The Exchange Pool is not limited to DRI accommodation interests. Instead, the
Exchange Pool consists of an aggregation or amalgam of accommodation use interests and any
“Other Redemption Opportunity” that DRI has contracted for to place into the Exchange Pool.
DRI has defined “Other Redemption Opportunity” as anything made available for Members to
obtain in exchange for their points, other than Accommaodations. These may include, but are not
necessarily limited to, travel, leisure, or vacation related products or benefits. In other words, any
“Other Redemption Opportunity” means anything that is not an accommodation. For example,
consumers who are unable to book rooms at a DRI accommodation are desperate not to waste their
points by having them go unused while still paying exorbitant maintenance fees. Under certain
strict rules, members can bank or save some or all of their points for a maximum of one year only.
Otherwise, unused points are lost forever. To salvage any worth out of their points, a consumer
might, for example, redeem points at a value of 7 to 10 cents on the dollar for car rentals, hotels
and airline tickets. The exchange rate—meaning the exchange rate offered by DRI as between
dollars and points—depends on the level of Membership such as bronze, silver, gold or platinum.
Unfortunately for the consumer, DRI typically sells points for about $4-8 each. At that exchange
rate, it could take a Silver member 50 years to recoup an original $4 per point investment if the
redemption value of each point is 8 cents in today’s money.

72.  Thisscheme DRI has developed is particularly pernicious to elderly persons. Using
the Hardings as an example, the reasonable number of years that a married couple aged 74 and 76

can use a DRI Membership is decades shorter than a married couple in their mid-30s. To
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demonstrate how outrageous DRI’s scheme happens to be, consider the case of a 75-year-old silver
level member who paid $4 per point and is forced to use his or her DRI points on these “Other
Redemption Opportunities,” and not DRI rooms or accommodations. That elderly member may
have to live to be about 125 years old just to recoup his original upfront investment. In other words,
it may take 50 years to recoup the $4 per point cost of Membership using a redemption rate of 8
cents per year per point. Of course, that is an actuarial impossibility. DRI knew this when it sold
Memberships to the Hardings and the Class members. Moreover, the Hardings and the Class
members will still be obligated to pay annual maintenance fees, Club dues, and special assessments
in perpetuity (or at least for the rest of their lives) even if they are unable to book accommodations
at DRI properties through no fault of their own.

73. DRI’s failure to have adequate high value or premium inventory to satisfy the
reasonably expected demand of its members to use is nothing more than a sinister form of elder
abuse. More particularly, DRI knowingly played upon the emotions and dreams of its elderly
members by promising “Vacations for a Lifetime” and promoting DRI to be the company of
“YES” while it was conducting its sales presentation and in distributing similar advertising
literature that is available to the public. These representations made by DRI had the desired effect
of luring elderly persons to become DRI members. The sad reality is that by the time elderly
members in DRI discover that they may never be able to book a room at one of DRI’s high value
or premium properties, it is too late to get out of DRI. They have been badly damaged.

The Negative Impact of DRI’s Model

74.  The Hardings and the Class members should be able to reserve rooms at locations
where they want to vacation when they want to vacation. After all, they have paid enormous sums
of money just to join DRI. Moreover, they are obligated to pay ever increasing maintenance fees,
Club dues, and special assessments for the rest of their lives. Alternatively, DRI should have
warned the Hardings and the Class members that there was a significant risk that they would not
be able to vacation where they want when they want, rather than making some vague, general

statement such as the longer a member waits to make a reservation the less likely it is that he or

24




© 00 ~N o o b~ w NP

N T N N T S T N e N e N S T~ S S S S = S = S S
©® N o B W N B O © 0O N oo o~ W N L O

Case 2:17-cv-00248 Document 1 Filed 01/29/17 Page 25 of 55

she will be able to book a room at a resort where the member wants to travel. That information,
standing alone, conveys little valuable information to the elderly person.

75.  Asitisstructured, the Exchange Pool consists of both accommodation interests and
Other Redemption Opportunities. As a result, Collection members are competing with: (a)
members in their specific DRI Collection; (b) members in any and all DRI Collections; (c)
members in Interval International; and (d) any other affiliate entity with whom DRIC has
contracted to enter the Exchange Pool, regardless of whether that entity has contributed “Other
Redemption Opportunities” rather than usage rights in an actual accommodation.

76.  Assignment into the Exchange Pool results in the following consequences: (a)
inadequate accommodation inventory to satisfy demand of points owners; (b) significant and
increased difficulty in making reservations; (c) dilution of points values as a consequence of the
structure of the Exchange Pool; (d) exorbitant fees to absorb DRI’s costs for maintaining its
Exchange Pool; (e) absence of fiscal stability secured by the traditional timeshare model; and (f)
absence of total transparency into what the consumer is buying. More particularly, the very
structure of DRI’s business model makes it impossible for a consumer to evaluate or calculate his
chances of being able to book a room at an accommodation he wants to use at a time that is
convenient for him and to understand the other risks associated with buying a DRI Membership.

77. Further, the points-based model undermines the very motivation for purchasing a
Membership altogether, namely avoiding the volatility in rates for vacation accommodations, to
pay in current dollars for future vacations free of inflation, and to avert the purported difficulty
and uncertainty of securing accommodations at traditional hotel rooms and lodging facilities. Not
only has the value of the timeshare Membership interest been substantially diminished by the
limitless nature of the Exchange Pool, but also by the arbitrary valuation of points and the lack of
pricing integrity.

78.  As will be detailed below, none of this material information is fully and fairly
disclosed to consumers during the sales process. The result is that elderly persons are left clueless

about what they are buying, including the risks associated with purchasing a DRI Membership.
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DRI’s Management Fees

79. Beyond the revenue generated directly from sales of its Memberships and
companion financial products, DRI generates revenue by charging exorbitant management fees in
general, and property management fees in particular. As a consequence of their Membership,
consumers pay a base assessment fee in addition to a per point fee for their Collection Membership;
a base assessment fee in addition to a per point fee for THE Club® Membership; and any other
special fees assessed. As recited above, THE Club® Membership fees include fees for membership
in Interval International and, further, encompass obligations or costs related to any Other
Redemption Opportunity included within the Exchange Program—Other Redemption
Opportunities consist of points in the Exchange Program that are not tied to accommodation
interests.

80.  Among the fees assessed to consumers are costs related to DRI management
contracts. As described above, DRI’s management contracts operate on a cost-plus basis.
Management contracts renew automatically, and require management fees generally ranging from
10% to 15% of the costs of operating the applicable resort or Diamond Collection (with a weighted
average of 13.9% based upon the total management fee revenue for the year ended December 31,
2015). DRI’s revenue from management contracts increase to the extent that (a) operating costs
(including reserves for capital projects such as renovations and upgrades) at managed resorts and
the Diamond Collections rise and, consequently, management fees increase proportionately under
the cost-plus management contracts; (b) DRI adds services under their management contracts; or
(c) DRI acquires or enters into contracts to manage resorts not previously managed by them.

81. In other words, each time DRI decides to add a service to its program or undertakes
a new capital project, consumer members’ fees increase substantially to cover the 10-15%
commission owing to DRI for the management services contemplated under the management
contracts. The commission based incentives for DRI included in the terms of these management
contracts give rise to an inherent conflict of interest, which is not disclosed to consumers at the

point of sale. Moreover, DRI maintains substantial control over these management arrangements
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because DRI maintains a presence on the board of directors for each Collection association and
holds points in each respective Collection. The voting power for the class of units held by DRI is
three (3) votes per unit whereas the voting power for consumer members is one (1) vote per unit.
This significant disparity in voting power results in substantial dominion and control by DRI over
the respective member associations.

82.  Beyond the substantial dominion and control that DRI exercises over respective
Collection Associations, fees are also assessed against members by DRI for costs related to THE
Club notwithstanding the fact that members have no voting rights or other means of impacting
business decisions in THE Club whatsoever. In effect, each respective Collection Membership
Association is a receptacle for costs and debts associated with maintenance of THE Club, and
individual members are required to absorb those costs and debts in addition to costs for its own
Collection. DRI did not disclose this information to the Hardings or the Class members before they
bought their DRI Memberships. Had the information been disclosed to the Hardings and the Class
members, they would not have bought their Memberships or, at a minimum, would not have paid
a price premium.

DRI Financing

83.  As part of its marketing and sales efforts, DRI “offers” financing for the purchase
price of the points it sells to consumers (e.g., to purchase a Membership or upgrade to a new level).
This is an additional and lucrative source of DRI revenue from consumer sales in general, and
elderly persons in particular.

84. DRI is equipped with 24/7 customer service centers located across the U.S. with
team members able to handle loans as well as take reservations. These customer service
representatives are trained, and that training includes a five-week program that educates team
members on the Diamond brand and includes E-Learning and cross training. The centers are fully
integrated into DRI’s phone systems and have access to customer account information allowing
members to access certain automated services 24/7.

85.  Once a consumer agrees to buy a Membership at the sales center, a sales worksheet
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is filled out and sent via fax/email to a centralized underwriting location in Las Vegas, Nevada.
The information is put through the credit decision model and underwriting staff receives and
reviews the applicant’s credit report. Reportedly, the entire approval process only takes
approximately nine minutes to complete.

86.  Membership financing is a substantial segment of DRI’s business. From January 1,
2011 through December 31, 2015, DRI financed 74.5% of the total amount of its Membership
sales.

87.  Affordability measures such as debt to income criteria are not part of the
underwriting matrix. Although DRI Membership financing is ultimately unsustainable for many
consumers—which DRI would know if it employed simple income to debt ratio in its credit
analysis—DRI continues to offer financing at credit card interest rates.

88.  Additionally, as set forth throughout the Complaint, DRI makes loans that are
inappropriate, abusive, and/or unsuitable to elderly persons. DRI fails to disclose that the interest
it charges on its loans is not tax deductible, even though DRI issues 1098 forms to the borrowers
showing how much the member paid in mortgage interest on the loan. This causes confusion in
the minds of the elderly person who finance their Memberships through DRI.

89. Without these financial products or receivables, DRI would have no source of low-
cost inventory. Additionally, the financial arm of DRI is a significant profit center due to the high
interest rates it charges on loans and its members’ inability to refinance their loans through
traditional lenders. DRI failed to disclose the above material information to the Hardings or the
Class members.

DRI’s Marketing and Sales Practices

90. Beyond the material and adverse impact inherent to DRI’s points-based model,
DRI’s high-pressure sales tactics coupled with its pattern and practice of non-disclosure of material
information constitutes unlawful and deceptive trade practices and fraud. DRI markets and
promotes its points-based product predominantly through its sales presentations at its respective

sales centers. There are approximately sixty-one (61) DRI sales centers at DRI controlled or
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managed properties where consumers stay. DRI targets elderly persons who are inherently
susceptible to financial and other abusive sales tactics.

91.  DRI’s sales methods and tactics arise from uniform practices and policies in the
course of the sales process. According to its 2015 SEC 10-K filings, DRI’s sales force is highly
trained in consultative sales approaches; DRI manages its sales representatives’ consistency of
presentation and professionalism using a variety of sales tools and technology; and sales
representatives are principally compensated on a variable basis determined by performance, i.e.,
they are largely compensated by commissions. DRI touts its sales process as effective in increasing
the likelihood that consumers will buy its Membership interests and increase the average
transaction size.

92. DRI employs brokers to sell its Membership interests in the form of points, and
each broker is subject to a uniform brokerage policy, which governs the practice and disclosure of
material information. Pursuant to DRI’s own brokerage policy, “a ‘material fact’ is important
information relevant to the transaction that could make a difference in the terms and conditions of
the transaction. It is ultimately the buyer who has the say in whether information is material, so
care must be exercised in obtaining and communicating material facts.” For the purposes of this
lawsuit, a transaction is the sale of a Membership or points in the U.S. Collection. Additionally,
DRI sales presentations are scripted to ensure uniformity. According to the press release it issued
in response to the New York Times article, DRI has a zero-tolerance policy for any sales personnel
who do not follow protocol. Moreover, DRI maintains quality control over its sales personnel so
that consumers who attend a sales presentation, regardless of the location, will be provided the
same information as all other consumers.

93. Beyond the duty to disclose the information memorialized in DRI’s brokerage
policy, Nevada real estate licensees and brokers who participated in the Membership sales
transaction have a duty to disclose to all parties any material and relevant facts, data, or
information, which the licensees or brokers know or should know could make a difference in the

transaction. Insofar as real estate interests are implicated by Defendants’ timeshare plan, that duty
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to disclose material facts is reiterated in an approved form promulgated by the Nevada Real Estate

Division which is executed at the point of sale by those consumers who purchase DRI

Memberships in the state of Nevada.

94.

DRI employs high-pressure sales tactics and undue influence that is specifically

designed to peddle their Memberships to elderly persons. DRI used those high-pressure sales

tactics for the specific purpose of placing elderly persons like the Hardings and the Class members

under duress to coerce, annoy or harass them into buying interests in DRI Memberships. More

particularly, DRI has and continues to engage in the following conduct and deceptive trade

practices, inter alia:

a.

Conducting “90-minute” sales presentations that typically lasted between three (3)
to six (6) hours and sometimes longer;

Imposing constraints and hurdles to dissuade or preclude elderly persons from
leaving sales presentations;

Refusing to allow elderly persons to take sales materials and/or offers from the sales
presentations home with them to review over a reasonable period before deciding
whether the purchase is appropriate or suitable for them;

Failing to take the necessary time to disclose to elderly persons the details of what
they are buying by rushing them through the signing of closing documents;

Upselling additional points to a captive audience—namely, existing members and
legacy members, which is a demographic often consisting of elderly persons—
under the guise of alleged DRI owner updates that are just high pressure sales
pitches intended to sell more points to those members;

Targeting a vulnerable segment of the population, namely elderly persons, i.e.,
persons sixty (60) years of age or older, who pursuant to statute are entitled to
protections from financial abuse, price gouging, and other undue influence;

Offering purporting “first day” incentives such as free vacations, free airline tickets,
special discounts and gift cards to encourage tour attendance. Attendees are
unaware prior to the sales presentation that DRI will not permit them to receive
their incentives or gifts without securing their DRI sales personnel’s consent to
leave the sales presentation;

. Telling elderly consumers attending DRI’s sales presentations that they are

receiving special discounted offers and other sales incentives that are only valid
during that day’s sales presentation. DRI represents to them that its offers are time
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sensitive and will be withdrawn if not accepted during the sales presentation. These
offers are not time sensitive. DRI simply tells elderly consumers that the offers are
time sensitive to place the attendees under duress and harass or annoy them into
buying a DRI Membership;

I. Telling elderly consumers that DRI’s points will increase in value or price, while
failing to disclose that DRI’s points lack pricing integrity and have no resale value;

J. Failing to adequately disclose that DRI members may not advertise online to rent
their points to other; and

k. Failing to adequately disclose material information relevant to the mandatory THE
Club Membership, including, inter alia, that Nevada law, which DRI’s contracts
provide as controlling, NRS 598.880 prohibits memberships such as THE Club
from being perpetual in nature, and in fact limit them to a maximum two-year
contract.

DRI’s Material Omissions of Fact
95. DRI knew or should have known that the Hardings and Class members would rely
upon DRI to disclose all material facts in connection with the sale of Memberships in DRI’s
Collections. However, to avoid impeding sales, and to induce elderly persons to purchase DRI
Memberships on the day of the sales presentation, DRI failed, pursuant to its sales personnel’s
uniform training, to disclose, inter alia, the following information that reasonable consumers
would have wanted to know in making their purchasing decisions:

a. Despite DRI’s sales presentations’ focus on the elder consumers’ desire to
vacation at one of DRI’s high value or premium accommodations, DRI fails to
advise their elderly consumers, inter alia, that

i. DRI’s inventory of such high value or premium accommodation is
inadequate to satisfy the reasonable demands of its members;
Ii. the star-ratings of most of DRI’s inventory is not consistent with the
representative samples promoted by DRI;
iii. the likelihood of a new member successfully booking a desired
accommodation is significantly low, particularly at high value or

luxury properties in the DRI portfolio; or
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iv. DRI does not own all the timeshare units in some of its resort

properties, but instead only owns fractional interests in some of its
properties, which reduces DRI members’ chances of securing room

reservations at these properties.

b. Despite DRI telling elderly consumers that one of the benefits of purchasing

DRI Memberships is that their points can also be used to purchase “Other

Redemption Opportunities,” such as flights, rental cars, hotels, or cruises, DRI

fails to advise their elderly consumers that using points to make such purchases

is economically imprudent as the cost for such purchases is not comparatively

lower, and may be more expensive, than if elderly consumers were to purchase

those same “Opportunities” outside of their Membership;

c. Despite DRI’s references to its Memberships as investments and a purchase in

a real estate interest, DRI fails to advise their elderly consumers that:

no active, organized, or liquid secondary or resale market for DRI
Memberships exists or can exist, which means DRI members are

saddled with their Memberships for life;

. they will probably not be able to sell or even give it away for free; or

DRI severely limits the criteria and circumstances under which it will

consent to allow Memberships to be transfer to another person;

d. Despite offering to and issuing “mortgages” to elderly consumers unable or

willing to otherwise pay for a Membership, DRI fails to disclose to its elderly

consumers that

DRI issues such loans without conducting customary due diligence or
using traditional ratios employed by banks, mortgage companies, and
other lenders to determine the suitability of the loan for a real estate
transaction; or

Even though it will issue to them 1098 tax forms, the high interest they

32




© 00 ~N o o b~ w NP

N T N N T S T N e N e N S T~ S S S S = S = S S
©® N o B W N B O © 0O N oo o~ W N L O

Case 2:17-cv-00248 Document 1 Filed 01/29/17 Page 33 of 55

e.

pay on their DRI “mortgage” is not tax deductible

Despite explaining that DRI’s Membership program centers on the value of its

points, failing to disclose to its elderly consumers how those points are valued,

including, inter alia, that its

Despite

Point’s values are arbitrary and can be manipulated at will by DRI,
Point’s values are inflated in price; or
Points lack pricing integrity;

pressuring elderly consumers to buy into DRI’s Membership

“Opportunity” and referring to it as an investment and value, DRI fails to advise

its elderly consumers, inter alia, that

There is no economic justification for an elderly consumer, i.e., a
person 60 years of age or older, to buy a DRI Membership, as the
purported value of a Membership is far outweighed by perpetual,
limitless fees and costs tied to that Membership;

The Membership is a net liability rather than an asset or investment;
Anyone can easily book the same accommodations or
accommodations that are substantially equivalent to the representative
samples promoted by DRI through other vendors like Expedia.com or
Booking.com; or

The cost of booking the same accommodations or accommodations
that are substantially equivalent to the representative samples
promoted by DRI through other vendors is the same or substantially

less than what DRI members pay for a room on a per diem basis;

g. Despite touting the benefits as being benefits of DRI Membership, DRI fails to

disclose to elderly consumers that some of those touted benefits are not actually

tied to a Collection Membership, but rather are exclusive to the tied and

mandatory THE Club Membership;
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h. Despite requiring the elderly consumer to pay purported “Closing Costs” of
3.5% of the price of the Membership, DRI fails to disclose to its elderly

members that

I. Such costs are not justified and do not reflect actual, out of pocket,
variable expenses incurred by DRI; or

1. Such costs are not associated with the sale of deeded real property;

i. Despite portraying annual maintenance fees as a minor expense, DRI fails to
disclose to its elderly consumers that
I. DRI’s maintenance fees rise at a rate greater than inflation as
measured by the consumer price index;

ii. DRI’s maintenance fees lack transparency, in that DRI includes
charges in its maintenance fee assessments that would customarily be
inappropriate or unjust to pass along to a timeshare member; or

iii. DRI (or one of its subsidiaries) is also the property manager at all of
DRI’s resorts and for that additional role is paid on a cost-plus basis,
which means DRI has a financial incentive to maximize maintenance
fees so that it may collect its percentage of those fees as property
management fees.

96. DRI’s material non-disclosures would impact a reasonable elderly person’s
willingness to purchase a DRI Membership. Had the above material information been disclosed to
elderly consumers, including the Hardings and the Class members, they would have never
purchased points in DRI’s vacation club, or, at a minimum, would not have paid a price premium.

97. If any of the material information referenced in the preceding paragraphs and
throughout this Complaint had been disclosed to the Hardings and the Class members during the
sales presentations they attended, they never would have bought a DRI Membership or at least

would not have paid such a premium price for it. The Hardings and the Class members relied on
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DRI to tell the truth and make full disclosure of all material facts. DRI’s failure to disclose all
material information was, and continues to be, a producing or proximate cause of the damages
suffered by the Hardings and the Class members.

98.  DRI’s intentional or knowing failure to disclose all material facts cited in this
Complaint was a producing and/or proximate cause of the damages suffered by the Hardings and
the Class members.

ALLEGATIONS CONCERNING THE PLAINTIFES

99. Plaintiffs are llona Harding, age 76, and Thomas Harding, age 74. The Hardings

are consumers. They are neither sophisticated businesspeople nor attorneys.
The Hardings Original DRI Membership Purchase

100.  On or about January 29, 2013, DRI invited the Hardings and other members of a
competing vacation club, Monarch, to attend a 90-minute dinner in Scottsdale, Arizona. DRI
sponsored the event under the guise of giving the attendees an update on Monarch (the “Monarch
Update Dinner”). The dinner was scheduled to begin around 6:00 p.m. and only last 90 minutes.
Unbeknownst to the Hardings, the dinner turned out to be a DRI sales presentation.

101. During that sales presentation, DRI’s agents told the attendees, including the
Hardings, that Monarch was in financial trouble and their Monarch memberships would eventually
become useless. DRI offered to buy the attendees’ interests in Monarch if the consumer- attendees
bought a DRI Membership in return. By doing so, DRI created incentives for the attendees to try
to salvage some value in their Monarch club memberships.

102. DRI told the attendees that DRI offered access to approximately 100 different resort
properties in its portfolio of Collections. In comparison, Monarch only had about 10 different
resort properties in its club. DRI bragged that it was one of the largest and most reputable timeshare
clubs in the hospitality industry during the presentation.

103. The Hardings had no intention of buying a DRI Membership when they arrived at
the Monarch Update Dinner, as they were satisfied with their existing Monarch membership.

While the event began on time, it lasted until midnight—six hours, instead of the promised 90
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minutes. During six hours of DRI’s group and individual sales presentations, DRI made numerous
and repeated attempts to convince the Hardings to purchase a DRI Membership. Even though
DRI, with each successive offer, lowered its asking price, the Hardings repeatedly rejected those
offers and told DRI that they were not interested in buying a DRI Membership.

104. Despite the Hardings’ repeated rejections and request for more time to consider and
study DRI’s offers, DRI sales agents continued to pressure them to buy a Membership. DRI made
its offer time sensitive. More particularly, DRI told the Hardings that they had to accept its offer
while they were still attending the event. DRI also told the Hardings that if they left the event
without buying a Membership, then any of DRI’s offers to sell them a Membership (including
DRI's offer to buy their membership in Monarch) for the discounted prices quoted that evening
would expire and automatically be withdrawn. At or around midnight—after six grueling hours—
DRI was finally able to wear-down the Hardings and convince them that they “needed” to purchase
a DRI Membership—Vacations for Life® to a couple in their 70s.

105. By engaging in this conduct, DRI knowingly and intentionally placed the Hardings
under duress. DRI also intentionally exercised undue influence over the Hardings, harassed them,
and annoyed them until the Hardings accepted DRI’s offer.

106. As a direct result of DRI’s continuing sales pressure, the Hardings eventually
agreed to buy a DRI Membership. In fact, the Hardings were still signing closing documents at
midnight. The final terms of the sale were as follows. DRI sold the Hardings an annual allotment
of 10,500 points in the U.S. Collection. In exchange, the Hardings conveyed their Monarch
membership to DRI for a $22,812 credit. The Hardings also agreed to pay the sum of $7,895.
Lastly, the Hardings paid Closing Costs in the amount of $3109.

107. DRI Memberships are perpetual in nature. By joining DRI’s U.S. Collection, the
Hardings not only paid DRI the original purchase price of the Membership, but DRI also obligated
the Hardings to pay annual maintenance fees, Club dues and special assessments and fees for the
rest of their lives.

108. The Hardings’ mandatory maintenance fees for the first year were approximately
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$1,700, regardless of whether the Hardings could successfully book or use a DRI accommodation
that they wanted to visit.

109. Notwithstanding DRI’s purported multi-site property portfolio and flexibility, the
Hardings eventually discovered that they could not book rooms at resort locations they wanted to
visit. For example, the Hardings could not reserve or book properties in Washington or at
California beach locations despite numerous attempts. Each time the Hardings went through
DRI’s reservation system, they were told that those locations were 100% booked.

The Silver Sampler Upsell

110. In August 2013, the Hardings used some of their DRI Membership points for a trip
to Orlando, Florida. While they were there, DRI required the Hardings to attend another DRI sales
presentation that was only supposed to last 90 minutes (the “Orlando Sales Presentation”). DRI
advised the Hardings that the purpose of the presentation was to update them about all of the
wonderful opportunities DRI had to offer its members. DRI did not allow the Hardings to leave
the sales presentation until it was finished—a time unilaterally determined by DRI.

111. At the Orlando Sales Presentation, DRI recommended that the Hardings buy a
“Silver Sampler” package. As an incentive, DRI offered the Hardings the use of “free rooms” in
Hawaii (airfare not included) if the Hardings agreed to “upgrade” their existing DRI Membership
by purchasing more annual points. DRI guaranteed a “price lock” of $4 per point for one year if
the Hardings later decided to go to “full Silver” status.

112. The Orlando Sales Presentation again lasted many hours longer than the 90 minutes
DRI promised. Like the original DRI sales presentation that the Hardings attended in Scottsdale,
Arizona, DRI unleashed numerous sales agents on the Hardings to convince them to upgrade their
existing DRI Membership. Even though the Hardings repeatedly told the DRI sales agents that
they were not interested in upgrading, DRI’s sales agents were relentless. Each time the Hardings
told DRI’s sales agents that they were not interested in upgrading their Membership, DRI sent out
a new set of salesmen to try to convince the Hardings that they needed to buy more points to take

full advantage of the “wonderful opportunities” DRI claimed it provided its members. DRI also
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told the Hardings that the cost of DRI points would only increase over time, so the Hardings should
buy more points now instead of waiting to buy them later when the points would be more
expensive. Moreover, DRI offered the Hardings the use of a free room in Hawaii as an incentive
to upgrade their Membership.

113.  After several hours of listening to many DRI sales agents repeatedly trying to
convince them to upgrade, the Hardings succumbed to the effects of the cumulative sales pressure.
In other words, the Hardings agreed to “upgrade” their DRI Membership. The Hardings paid DRI
the sum of $15,905 to buy more points and get the use of a free room in Hawaii. Of course, this
purchase also had the effect of raising the Hardings” annual maintenance fees because DRI charges
maintenance fees, in large part, based on the number of annual points a member owns.

The Hawaii Collection Upsell

114. In May 2014, the Hardings traveled to Hawaii so that they could use the free room
DRI promised them while they were in Orlando. Unfortunately, the “free” room DRI offered the
Hardings was not really free. First, the Hardings had to pay for their own transportation to get to
Hawaii. Second, DRI required the Hardings to attend another DRI sales presentation that DRI
claimed would only last 90 minutes. The Hardings did not want to attend another one of DRI’s
sales presentations, but DRI threatened to punish the Hardings by making them pay for the entire
cost of their supposedly free lodging if they either (a) failed to attend the mandatory sales
presentation; or (b) left the sales presentation early without DRI’s consent. DRI’s threat created a
powerful incentive for the Hardings to stay for the duration of the sales presentation, even though
it lasted many hours longer than DRI represented.

115.  After attending the sales presentation for many hours beyond the time promised
and dealing with numerous, high pressured sales pitches, the Hardings again broke down and
agreed to buy a new Membership in DRI’s “Hawaii Collection” at $4 per point—a price DRI’s
agents claimed was an unheard-of bargain price. Although the Hardings had no intention of buying
any more points from DRI, DRI’s non-stop sales pressure eventually convinced the Hardings that

they would be foolish not to buy into the Hawaii Collection. More particularly, DRI told the
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Hardings that the cost of points in the Hawaii Collection was rapidly rising each year, so $4 per
point was a “steal.” Additionally, DRI advised the Hardings that by switching collections and
buying the additional points, the Hardings would reach “full Silver status,” which would
supposedly entitle them to preferential treatment in reserving rooms in the highly-coveted location
of Hawaii.

116. As part of the deal, the Hardings traded in their Membership in DRI’s U.S.
Collection, plus they paid DRI an additional $10,222 for the purported privilege of joining the
Hawaii Collection. As a result of this upgrade, the Hardings’ annual maintenance fees increased
to $2,257.

117. Despite this “upgrade” into the Hawaii Collection and reaching Silver status, the
Hardings soon discovered that they still could not reserve rooms at locations they wanted to visit.
For example, during their Hawaii Membership with DRI, the Hardings still could not book rooms
at the Great Wolf Lodge in Washington or at DRI properties along the California coast where
nearby beaches are located.

The Palm Springs Upsell

118. In August 2015, a mere three months later, the Hardings vacationed at a DRI
property located in Palm Springs, California. Because the Hardings were not Gold members, DRI
once again required them to attended yet another purported 90-minute, compulsory DRI sales
presentation during their stay.

119. While they were at that Palm Springs sales presentation, DRI convinced the
Hardings that they had made a big mistake by joining the Hawaii Collection. DRI explained to
the Hardings that the Hawaii Collection’s maintenance fees were higher than maintenance fees in
the U.S. Collection because the Hawaii Collection’s properties were more vulnerable to storm
damage. Additionally, members in the Hawaii Collection are responsible for paying the cost to
repair those damages. Finally, DRI told the Hardings that the Hawaii Collection was notorious for
making special assessments on its members much more frequently than the U.S. Collection. DRI

then “offered” the Hardings the opportunity to “get out” of the Hawaii Collection by once again
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upgrading their Membership and rejoining the U.S. Collection at an even higher and more
expensive level than they were at previously.

120. DRI also told the Hardings that by purchasing more points at that time, they could
lock in lower prices for those points. More particularly, DRI told the Hardings that it expected the
value and, by extension, the cost of points to rapidly rise in the future. Also, DRI said that the
amount of points the Hardings owned did not give them their full potential to take advantage of all
the wonderful services that DRI had to offer, but, upgrading again would.

121. The Hardings trusted DRI because the sales agents repeatedly told the Hardings
that they were licensed real estate brokers who had a duty to tell the truth and disclose all material
facts that a consumer would deem important. The Hardings relied on the advice of the DRI sales
agents and switched back to the U.S. Collection.

122.  The Hardings believed DRI when it said that rejoining the U.S. Collection was a
smart move and that the Hardings should take advantage of the opportunity to switch collections
while they had the chance to do so. Once again, by upgrading their Membership, the Hardings’
annual maintenance fees increased.

123.  Even though the Hardings rejoined the U.S. Collection with an even higher number
of points than before their Membership in the Hawaii Collection, the Hardings learned that they
still could not book a room at a DRI property where they actually wanted to vacation. For example,
after the Hardings upgraded their Membership by rejoining the U.S. Collection, while they were
in Palm Springs, the Hardings still could not access the Great Wolf Lodge in Washington or
California properties along the coast, which are located close to beaches.

The Nevada Gold Upsell

124. In December 2015, the Hardings attended another mandatory DRI sales
presentation while they vacationed at the Polo Towers in Las Vegas, Nevada. During that sales
presentation, DRI ultimately offered to give the Hardings a one-time bonus of 15,000 points if they
agreed to upgrade their Membership to full Gold status. The supposed 90-minute sales presentation

dragged on and on. Once again, the Hardings dealt with what seemed like a never-ending stream
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of sales agents. As had happened before at the other DRI sales presentations, each new set of DRI
sales agents told the Hardings that they needed to upgrade their existing DRI Membership so they
could take advantage of all the vacation opportunities that DRI had to offer. In addition to receiving
15,000 bonus points, DRI told the Hardings that one advantage of upgrading to full Gold status
was that they would never again have to attend a mandatory DRI sales presentation.

125. Based on the promises and assurances that the DRI sales agents made, the Hardings
decided to upgrade their Membership one last time. The Hardings had hoped that by reaching full
Gold status they could actually use their points to book rooms at the specific locations they wanted
to visit when they wanted to visit, i.e., Washington and California resorts near the beach.
Moreover, the Hardings had already invested so much money in their DRI Memberships that they
felt desperate. The Hardings found themselves in a dilemma. On the one hand, if they did not
follow DRI’s advice and upgrade one more time, the Hardings believed that all of the money they
had expended on their DRI Memberships to date would have been wasted. On the other hand, if
the Hardings did upgrade one more time, they would have to spend even more money.

126. The Hardings decided to trust DRI one more time and make that final upgrade in
December 2015. The Hardings trusted DRI because one of its trade names and mottos are that
DRI is the company of “YES!” As such, DRI touts that its corporate philosophy is to make sure
that its members get what they want in reserving rooms.

127.  Additionally, during each and every sales presentation they had attended, DRI’s
sales agents told the Hardings that they were licensed real estate agents who have a duty to tell the
truth and disclose all material facts to consumers like them. Moreover, the DRI sales agents had
repeatedly told the Hardings that full and fair disclosure of all material information was vital for
consumers to have so that they could make informed decisions whether to buy a DRI Membership.
The DRI’s sales agents also repeatedly told the Hardings that failure to tell the complete truth or
withhold material facts would expose DRI and its real estate agents to serious liability. DRI
emphasized that it was on the Hardings’ side and only wanted what was best for them. As such,

DRI told the Hardings that they could trust DRI not to omit any material facts pertaining to owning
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a DRI Membership.

128. The DRI sales agents in Las Vegas had even showed the Hardings a form
promulgated by the State of Nevada called “Duties Owed By A Nevada Real Estate Licensee.”
That form requires real estate licensees or agents to tell the truth and make full disclosure of all
material facts when selling DRI Memberships. Both the Hardings and the DRI real estate agents
signed the form as part of the sales process. Signing the form reinforced the Hardings’ belief that
DRI was telling the truth and not withholding any relevant or material information pertaining to
the risks of owning a DRI Membership.

129.  After seven hours of intense sales pressure, and being exhausted and beaten down
emotionally, the Hardings reluctantly agreed to upgrade their Membership to full Gold status. DRI
had convinced the Hardings that with this one last upgrade they finally would be able to use their
points to vacation where they wanted and when they wanted.

130. The Hardings are not wealthy individuals. They did not have the money to pay for
the upgrade by using cash or a check. As such, DRI offered to finance their purchase. Specifically,
DRI told the Hardings to take out a “mortgage” through DRI’s lending arm. The principal amount
of the “mortgage” was $36,119.66. The interest rate that DRI charged on the loan was 12.2764%
and the loan was for a term of 10 years. Monthly payments totaled $524. Upon information and
belief, DRI did not conduct any meaningful due diligence to see if the Hardings could reasonably
afford to pay that monthly note. DRI never asked the Hardings to provide information about their
income, assets, or debts before issuing the mortgage. Nor did DRI require any proof of income to
approve the Hardings’ loan. DRI approved the loan in a matter of minutes. Furthermore, in
upgrading their Membership in Las Vegas, DRI even issued the Hardings a pre-approved DRI
Barclay credit card right there on the spot so the Hardings could even borrow the money for their
down payment by charging the $5,970 down payment in a supposedly hassle-free manner.

131. Even though DRI told the Hardings that by reaching full Gold status they would
have an easier time booking rooms at the destinations they wanted to visit, that promise never

materialized. By the end of 2015, the Hardings became increasingly frustrated with DRI. As
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discussed above, despite having paid approximately $75,000 to DRI to purchase points plus
thousands of dollars more each year in maintenance fees, the Hardings were unable to reserve
rooms at resort locations they wanted to visit, such as properties in Washington and California.
The Hardings’ inability to reserve rooms at locations they wanted to visit at a time they wanted to
visit had been an ongoing problem and source of great stress and frustration. Although the
Hardings have followed the DRI reservation system instructions in trying to book accommodations
in places like Washington and California, the Hardings were never able to book a room there. Each
time they tried to make a reservation at one of those locations, the Hardings discovered that the
properties had been 100% booked as much as a full year in advance. In other words, no vacancies
ever existed at the properties that the Hardings wanted to use despite their extremely expensive
full Gold status.

132.  In January 2016, the Hardings received a bill from DRI for their annual
maintenance fees. The Hardings” DRI maintenance fees for 2016 had risen more than 300% from
their original fee of $1,700 to $5,173.

133.  Since the primary source of the Hardings’ income is their social security benefits
and interest from their modest savings, the Hardings found themselves in financial trouble. Not
only were the Hardings paying exorbitant maintenance fees, but they also were and still are
obligated to pay off a $36,000 loan and $6,000 down payment, both of which charge credit card
level interests. Unfortunately, the Hardings cannot refinance that loan at the lower interest rates
that are customarily charged for residential properties.

134. By early 2016, the Hardings had lost all confidence in DRI. The Hardings decided
that they needed to immediately sell their DRI Membership. When the Hardings investigated how
much money they could sell their prestigious Gold Membership in the U.S. Collection for, the
Hardings were shocked to learn that there was no viable secondary market where they could sell
their DRI Membership, a fact DRI never told them. Additionally, the Hardings learned that they
could not even give away their Membership for free. The Hardings finally realized that they had

been scammed by DRI.
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135. Each time the Hardings purchased a DRI Membership, they were handed a thick
stack of legal documents to review and sign right there at the sales presentation. The Hardings are
neither lawyers nor speed-readers. One of the documents that the Hardings were required to sign
before having an opportunity to read or understand it is called a “Purchase and Security
Agreement” (hereafter “PSA”). The PSA is the primary governing document between the Hardings
and DRI. It is a contract of adhesion drafted solely by DRI. It is written in legalese so that elderly
persons like the Hardings cannot understand what they are signing or buying, especially under the
conditions under which DRI places its customers.

136. DRI’s practices, which are standard to the Class, placed the Hardings under duress
during the signing process. Specifically, DRI did not allow the Hardings to take the closing
documents home to read or study before signing them. Instead, after 6 and 7 hours of badgering
the Hardings to get the upsell, DRI rushed the exhausted Hardings through the signing process
before allowing them to leave the sales presentations. This coercion is standard protocol that DRI
followed whenever the Hardings and others joined, upgraded, or switched a DRI Collection.
Simply put, DRI did not take the necessary amount of time to disclose all material information
relevant to the transaction that a reasonable consumer would want to know, nor did it explain to
the Hardings or putative Class members all of the material terms and conditions of buying a DRI
Membership during the signing process. The reason for DRI’s intentional conduct is simple. DRI
wants the sale closed right there on the spot without any delay. Many of the terms in buying a
DRI Membership are oppressive and burdensome to elderly consumers like the Hardings.
Moreover, DRI does not want elderly consumers like the Hardings to know what they are signing.
DRI intentionally failed at every sales presentation that the Hardings attended to disclose all
material facts, which, if known by the Hardings, would have dissuaded them from ever buying a
DRI Membership and/or paying a price premium for points.

137.  Although the Hardings have used their points at some DRI resort properties, the
Hardings were never able to book rooms at the luxury or premium resorts they actually wanted to

go despite having paid DRI approximately $75,000 just to buy points in DRI’s U.S. and Hawaii
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Collections. Stated differently, the Hardings did not pay DRI their hard-earned money and a
portion of their life savings so that they could book rooms at a two- (2) or three- (3) star resort
located a few miles from where they live in Arizona.

138. Unbeknownst to the Hardings, they could have booked the exact same DRI rooms
(or accommodations of like kind and quality) by logging on to the internet and making room
reservations on a website like Booking.com or Expedia.com for approximately $100-$150 per
night or less. The Hardings could have done this without having to pay DRI’s outrageous
Membership fees. Moreover, the Hardings could have booked those exact same DRI rooms (or
accommodations of like kind and quality) without obligating themselves to pay exorbitant annual
maintenance fees, Club dues, and other assessments in perpetuity.

139.  On or about October 11, 2016, the Hardings made written demand on DRI properly
exercising their rights to opt-out of the ARBITRATION PROVISION found in paragraph 18 of
the PSA and its attendant class action ban, ban on private attorney general actions, and ban on
aggregating multiple plaintiff claims. The Hardings also demanded the return of all monies or other
consideration they have paid DRI. To date, DRI has not responded to the Hardings’ demand and,
therefore, has refused to refund their money. Moreover, DRI ignored the Hardings’ request that
DRI provide them with certain documents in their file. Accordingly, all conditions precedent to
filing this Complaint have now been satisfied.

CLASS ACTION ALLEGATIONS

140. Plaintiffs re-allege and incorporate herein by this reference all the paragraphs above
in this Complaint as though fully set forth herein.

141.  Plaintiffs bring this action pursuant to Fed. R. Civ. P. 23(b)(3), or in the alternative
Rule 23(c)(4), on behalf of themselves and all others similarly situated, as representative members
of the following “Proposed Class”:

All persons who were 60 years of age or older when they
purchased a Membership interest with Diamonds Resorts
International through Diamond Resorts U.S. Collection
Development, LLC, within the applicable statute of limitations
period and who have not received a full refund of monies or other
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consideration they paid the Defendants.

142. Excluded from the Class are (a) any consumers who relinquished and/or
surrendered their Membership interest and affirmatively released DRI from liability; and (b)
Defendants and any entity in which they have a controlling interest or which is a parent, subsidiary
or affiliate of or is or was controlled by any Defendant entity, and their past and current officers,
directors, managers, employees, affiliates, agents, legal representatives, heirs, predecessors,
successors, and assigns.

143. Numerosity: The members of the proposed Class are so numerous and
geographically dispersed that individual joinder of all members is impracticable under the
circumstances of this case, and the disposition of their claims as a Class will provide substantial
benefits to the parties, Class members, and the Court. Although the precise number of Class
members and their names are presently unknown, this information can be readily determined from
a review of DRI’s records. Upon information and belief, the Class includes thousands of senior
persons.

144.  Commonality/Predominance: Common questions of law or fact are shared by the

members of the proposed Class. This action is suitable for class treatment because these common
questions of fact and law predominate over any questions affecting individual members. These
common legal and factual questions, include, inter alia:
e Whether DRI’s business practices constitute violations of the Nevada Time
Share Statutes, N.R.S. 119A.010, et seq., including:
I.  Whether DRI’s “Public Offering Statement” omits material information
as set forth above;
ii.  Whether DRI made material omissions in connection with the sales and
marketing of its timeshare plan as set forth above;
e Whether DRI can be held liable for the actions of its sales agents;
e Whether Defendants are jointly and severally liable for their actions,

misrepresentations, and omissions;
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e Whether Defendants omitted to disclose material information to Plaintiffs and
the Class, and whether Plaintiffs and the Class have sustained injury by reason
of Defendants’ actions, misrepresentations, and omissions;

e Whether consumers were fraudulently induced into purchasing a Membership;

e Whether DRI engaged in negligent misrepresentations thereby causing damage
to the Class members;

e Whether DRI breached the covenant or duty of good faith and fair dealing
thereby causing damage to the Class members

e Whether Plaintiffs and the Class are entitled to rescission and/or other equitable
relief; and

e Whether Plaintiffs and other members of the Class are entitled to recover
damages and the amount of damages that members of the Class are entitled to
recover.

145.  Typicality: Plaintiffs’ claims are typical of those of the proposed Class, and are
based on and arise out of uniform misrepresentations and omissions as described above. If litigated
individually, the claims of each Class member would require proof of the same material and
substantive facts, rely upon the same remedial theories, and seek the same relief. There will also
be no difficulty in the management of this litigation as a class action.

146. Adequacy: Plaintiffs are adequate representatives of the proposed Class because
Plaintiffs are members of the Class they seek to represent and their interests do not conflict with
the interests of the other members of the Class Plaintiffs seek to represent. Plaintiffs have retained
counsel that are competent and experienced in complex class action litigation, and Plaintiffs intend
to prosecute this action vigorously. The interests of the Class will be fairly and adequately
protected by Plaintiffs and their counsel. Neither Plaintiffs nor their counsel have interests that are
contrary to, or conflicting with, the interests of the proposed Class.

147.  Superiority: A class action is superior to other available methods for the fair and

efficient adjudication of the controversy, because, inter alia, it is not economically feasible for
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Class members to prosecute individual actions of their own given the amount of damages at stake
for each individual relative to the substantial costs associated with litigation. Important public
interests will be served by addressing the matter as a class action. The cost to the court system and
the public for the adjudication of individual litigation and claims would be substantially more than
if the claims were treated as a class action. Prosecution of separate actions by individual of the
Class would create a risk of inconsistent and/or varying adjudications with respect to the individual
members of the Class, establishing incompatible standards of conduct for Defendants and resulting
in the impairment of the Class members’ rights and the disposition of their interests through actions
to which they were not parties. The issues in this action can be decided by means of common,
class-wide proof. In addition, if appropriate, the Court can and is empowered to fashion methods
to efficiently manage this action as a class action.

148. Because the elements of Rule 23(b)(3), or in the alternative Rule 23(c)(4), are
satisfied in the case, class certification is appropriate.

FIRST CLAIM FOR RELIEF

Violation of Nevada Deceptive Trade Practices Act
Failure to Disclose and Duress

149.  All preceding paragraphs in this Complaint are re-alleged and incorporated by
reference as though fully set forth herein.

150. DRI is engaged in advertising as defined in section N.R.S. 598.0905 the Nevada
Deceptive Trade Practice Act.

151.  N.R.S. 598.0933 defines an “Elderly person” to mean a person who is 60 years of
age or older. Accordingly, the Hardings and all Class members are deemed to be elderly persons
as defined by the Nevada Deceptive Trade Practice Act.

152.  N.R.S. 598.0977 provides that if an elderly person suffers damage or injury as a
result of a deceptive trade practice, said elderly person may commence a civil action.

153. DRI violated N.R.S. 598.0918(2) because DRI engaged in a “deceptive trade

practice” by repeatedly or continuously conducting its sales presentations in a manner that would
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be considered by a reasonable person to be annoying, abusive or harassing. DRI's conduct caused
damages to the Hardings and the Class members because DRI sold them Memberships in the U.S.
Collection that the Hardings and the Class members would not have purchased but for DRI's
deceptive trade practices.

154. DRI violated N.R.S. 598.0923(2) because DRI engaged in a “deceptive trade
practice” when, in the course of its business, DRI failed to disclose one or more of the material
facts identified above in connection with the sale or lease of goods and services to the Hardings
and the Class members. Specifically, DRI's conduct caused damage to the Hardings and the Class
members because DRI sold them Memberships in the U.S. Collection that the Hardings and the
Class members would not have purchased but for DRI's deceptive trade practices.

155. DRI violated N.R.S. 598.0923(4) because DRI engaged in a “deceptive trade
practice” when, in the course of its business, DRI knowingly used undue influence, duress,
coercion or intimidation to sell DRI Memberships in the U.S. Collection to the Hardings and the
Class members. More particularly, DRI's conduct caused damage to the Hardings and the Class
members because DRI sold them Memberships in the U.S. Collection that the Hardings and the
Class members would not have purchased but for DRI's deceptive trade practices.

156. DRI violated N.R.S. 598.0915(5) because DRI engaged in a “deceptive trade
practice” when, in the course of its business, DRI knowingly made one or more false
representations as to the characteristics, ingredients, uses, benefits, alterations, or quantities of
goods or services for sale or lease or one or more false representations as to the sponsorship,
approval, status, affiliation or connection of a person therewith. More particularly, DRI's conduct
caused damage to the Hardings and the Class members because DRI sold them Memberships in
the U.S. Collection that the Hardings and Class members would not have purchased but for DRI's
deceptive trade practices.

157. DRI violated N.R.S. 598.0915(6) because DRI engaged in a “deceptive trade
practice” when, in the course of its business, DRI knowingly represented that goods for sale or

lease are original or new when DRI knew or should have known, but failed to disclose that they
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were deteriorated, altered, reconditioned, reclaimed, used or secondhand. DRI's conduct caused
damage to the Hardings and the Class members because DRI sold them Memberships in the U.S.
Collection that the Hardings and Class members would not have purchased but for DRI's deceptive
trade practices.

158. DRI violated N.R.S. 598.0915(7) because DRI engaged in a “deceptive trade
practice” when, in the course of its business, DRI knowingly represented that goods or services
for sale or lease are of a particular standard, quality or grade, or that such goods are of a particular
style or model, when DRI knew or should have known that they are of another standard, quality,
grade, style or model. DRI’s conduct caused damage to the Hardings and the Class members
because DRI sold them Memberships in the U.S. Collection that the Hardings and Class members
would not have purchased but for DRI's deceptive trade practices.

159. DRI violated N.R.S. 598.0915(9) because DRI engaged in a “deceptive trade
practice” when, in the course of its business, DRI advertised goods or services with intent not to
sell or lease them as advertised. DRI’s conduct caused damage to the Hardings and the Class
members because DRI sold them Memberships in the U.S. Collection that the Hardings and Class
members would not have purchased but for DRI’s deceptive trade practices.

160. DRI violated N.R.S. 598.015(10) because DRI engaged in a “deceptive trade
practice” when, in the course of DRI's business, DRI advertised goods or services for sale or lease
with intent not to supply reasonably expectable public demand. DRI's conduct caused damages to
the Hardings and the Class members because DRI sold them Memberships in the U.S. Collection
that the Hardings and the Class members would not have purchased but for DRI's deceptive trade
practices.

161. DRI violated N.R.S. 598.015(13) because DRI engaged in a “deceptive trade
practice” when, in the course of DRI's business, DRI made false or misleading statements of fact
through omission concerning the price of goods or services for sale or lease, or the reasons for,

existence of or amounts of price reductions. DRI’s conduct caused damages to the Hardings and
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the Class members because DRI sold them Memberships in the U.S. Collection that the Hardings
and the Class members would not have purchased but for DRI's deceptive trade practices.

162. DRI violated N.R.S. 598.0915(15) because DRI engaged in a “deceptive trade
practice” in the course of DRI’s business. As recited in detail above, DRI knowingly made one or
more false representation(s) and/or material omission(s) in the sale of Memberships in the U.S.
Collection. More particularly, DRI’s conduct caused damages to the Hardings and the Class
members because DRI sold them Memberships in the U.S. Collection that the Hardings and the
Class members would not have purchased but for DRI's deceptive trade practices. DRI's
violation(s) of N.R.S. 598.0915(5), (6), (7), (9), (10), (13), and (15), whether singularly or
collectively caused damages to the Hardings and the Class members as set forth more fully above.

163. DRI violated N.R.S. 598.092(5)(c) because DRI engaged in a “deceptive trade
practice” in the course of DRI’s business. More particularly, DRI made one or more untrue
statements of a material fact or omitted to state one or more material facts which were necessary
to make another statement, considering the circumstances under which they were made, not
misleading. More particularly, DRI’s conduct caused damages to the Hardings and the Class
members because DRI sold them Memberships in the U.S. Collection that the Hardings and Class
members would not have purchased but for DRI’s deceptive trade practices.

164. The Hardings and the Class members seek to recover from DRI all actual damages,
punitive damages, civil penalties, treble damages and attorney’s fees allowed by law arising out of
DRI’s violations of the Nevada Deceptive Trade Practices Act, N.R.S. 598, et seq.

165. The Hardings and each putative Class member also seek to recover any and all civil
penalties to which they are entitled under N.R.S. 598.0973, et seq., against DRI for engaging in
deceptive trade practices that were directed toward elderly persons.

SECOND CLAIM FOR RELIEF

Fraud in the Inducement

166. All preceding paragraphs in this Complaint are re-alleged and incorporated by

reference as though fully set forth herein.
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167. The Hardings and Class members will show that DRI committed fraud in the
inducement or fraud by omission of material fact when DRI sold them Memberships in the U.S.
Collection as set forth more fully above. More particularly, the Hardings and Class members will
show the following: (a) DRI knew or should have known that the representations it made, and in
particular, the omissions of material fact DRI made to the Hardings and Class members were false;
(b) DRI intended to induce the Hardings and Class members to buy Memberships in the U.S.
Collection by failing to make one or more material representations as set forth above; and (c) The
Hardings and the Class members justifiably relied on DRI to make full and fair disclosure of all
material facts in connection with the sale of Memberships in the U.S. Collection. The Hardings and
Class members detrimentally relied on DRI’s omissions of material fact thereby causing them
damages. Stated differently, but for DRI’s fraud in the inducement, the Hardings and the Class
members would not have purchased Memberships in DRI's U.S. Collection.

168. The Hardings seek rescission of their DRI Memberships as well as restitution for all
sums of money or other consideration paid to DRI. Alternatively, the Hardings and the Class members
seek recovery of any and all monetary damages they have suffered as a result of DRI’s fraud in the
inducement.

THIRD CLAIM FOR RELIEF

Negligent Misrepresentation

169. All preceding paragraphs in this Complaint are re-alleged and incorporated by
reference as though fully set forth herein.

170. Defendants had a duty to disclose and, at all relevant times, failed to disclose and/or
concealed material facts by omitting material information known to Defendants and by making
partial representations of some material facts when Defendants had knowledge of qualifying or
contrary material facts.

171. In the absence of disclosure of relevant qualifying or contrary material facts, DRI

supplied Plaintiffs and Class members with false information.
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172.  During DRI’s sales presentations and transactions with elderly consumers, DRI
intentionally omitted material information.

173. Defendants’ repeated material omissions caused the Hardings and the Class
members to justifiably rely upon false information.

174. The Hardings and the Class members justifiably relied upon and consummated
transactions based on the omission of certain material information detailed above.

175.  As a result of Defendants’ negligent misrepresentation and/or failure to disclose
material information, the Hardings and the Class members have suffered damages.

176. The Hardings seek rescission of their DRI Memberships as well as restitution for all
sums of money or other consideration paid to DRI. Alternatively, the Hardings and the Class members
seek recovery of any and all monetary damages they have suffered as a result of DRI's negligent
misrepresentation.

FOURTH CLAIM FOR RELIEF

Breach of Implied Covenant of Good Faith and Fair Dealing

177.  All preceding paragraphs in this Complaint are re-alleged and incorporated by
reference as though fully set forth herein.

178. A covenant of good faith and fair dealing is implied in the timeshare contracts (also
known as a Purchase and Security Agreement or PSA) entered into between DRI and the Hardings
and the Class members. The Hardings and the Class members entered into such timeshare
contracts in order to buy points in DRI’s Memberships and to secure financing for their timeshare
purchases. Implied terms in the timeshare contracts, necessary to provide the Hardings and the
Class members with the benefit of their bargains, provided the Hardings and the Class members
the rights guaranteed by law, required by DRI to act in good faith, and prohibited DRI’s arbitrary
and unfair acts that worked to the disadvantage of the Hardings and the Class members, as well as
prohibited material misrepresentations and omissions.

179. DRI violated and breached its duties of good faith and fair dealing by the actions

set forth herein, including the misrepresentations and material omissions arising in connection with
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the sales and promotional practices recited above. By way of example, but not limitation: DRI is
allowed to charge maintenance fees, however, a consumer would not anticipate that DRI would
have a conflict of interest creating an incentive for DRI to increase maintenance costs as much as
possible because DRI receives a percentage of those maintenance fees. Moreover, a consumer
would not anticipate that escalation of maintenance fees would outpace inflation. Also, a consumer
would not anticipate that maintenance fees would contain unjust charges or expenses nor would a
consumer anticipate that DRI would charge unjust Closing Costs in the sale of Memberships.

180. DRI’s breach injured the Hardings and the Class members. The Hardings and the
Class members are, therefore, entitled to damages, including interest, in excess of $10,000.

181. The Hardings seek rescission of their DRI Memberships as well as restitution for all
sums of money or other consideration paid to DRI. Alternatively, the Hardings and the Class
members seek recovery of any and all monetary damages they have suffered as a result of DRI's
breach of the implied covenant of good faith and fair dealing.

PRAYER FOR RELIEF

WHEREFORE, Plaintiffs, on behalf of themselves and all other similarly-situated
members of the Class, request that this Court enter an Order:

A. Certifying this matter as a class action pursuant to Federal Rule of Civil Procedure
23(b)(3), designating Plaintiffs as Class representatives, and appointing undersigned as Class
Counsel;

B. Declaring the practices here complained of as unlawful under appropriate law;

C Granting rescission of Membership agreements;

D. Granting restitution of all funds to the Plaintiffs from the Defendants;

E Granting judgment to Plaintiffs and the Class members on their claims for damages,
interest, attorneys’ fees, and costs as applicable and appropriate;

F. Granting civil penalties under N.R.S.598, et seg., and punitive damages against DRI
under N.R.S. 598.0977; and

G. Ordering such other relief as the Court may deem necessary and just.
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JURY TRIAL DEMAND

Pursuant to Rule 38(b) of the Federal Rules of Civil Procedure, Plaintiffs demand a trial

by jury on all issues so triable.

DATED this 28th day of January, 2017.

ALBRIGHT, STODDARD, WARNICK &
ALBRIGHT

/s G. Mark Albright

G. MARK ALBRIGHT, ESQ.
Nevada Bar No. 1394

CHRIS ALBRIGHT, ESQ.

Nevada Bar No. 4904

ALBRIGHT, STODDARD, WARNICK &
ALBRIGHT

801 South Rancho Drive, Suite D-4
Las Vegas, Nevada 89106

Tel: (702) 384-7111

Fax: (702) 384-0605

Email: gma@albrightstoddard.com

KATHRYN HONECKER, ESQ.*
AUDRA E. PETROLLE, ESQ.*
ROSE LAW GROUP, PC

7144 Stetson Drive, Suite 300
Scottsdale, Arizona 85251

Tel: (480) 505-3939

Fax: (480) 505-3925

Email: khonecker@roselawgroup.com
apetrolle@roselawgroup.com

ROBERT C. TARICS, ESQ.*

THE TARICS LAW FIRM, P.C.

9810 East Thompson Peak Parkway, Unit 811
Scottsdale, Arizona 85255

Tel: (480) 686-9390

Fax: (713) 682-9911

Email: rtarics@taricslaw.com

*pro hac vice pending

Attorneys for Plaintiffs
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Exhibit 99,1

Dear Investor,

As you may be aware, and as we have previously discussed, Diamond Resorts and our industry in general have recently been the
subject of rumor, speculation and innuendo. Additionally, on January 220d, an article in the New York Times was published that we

believe does not accurately reflect who we are as a company nor how we operate our business. We wanted to reach out to you directly
and correct any misconceptions,

Diamond Resorts is well-positioned to create value for our shareholders and superior vacation experiences for our guests, We are
distinguished by the strength of our resort portfolio and our commitment to delivering the best customer service in the industry.

Contrary to recent claims about Diamond Resorts, here are the facts you need to know:

In 2015, we hosted over one million visitors, and our customer satisfaction survey results showed that 88.1% of our

customers enjoyed their overall holiday expetience at our resorts and 83.2% of them would recommend the resorts to
others.

Approximately 60% of our sales come from existing members and another approximately 20% come from customers of
resorts where we recently acquired the management of the Home Ownets Association, which is a testament to both the
transparency of our HOA management and our superior customer service.

We have in place a strict set of sales policies and practices aimed at protecting the consumer that are in-line with industry
best practices.

Every sale is subject to a 5-10 day rescission period, depending on jurisdiction.

Our company has a zero tolerance policy for any member of the sales team who does not follow protocol.

We will continue to offer members incomparable hospitality and high quality resorts, which have always been and remain the
backbone of our success. We have a great story — and all of us at Diamond ate focused on telling it and making sure it is heard.

Our company is strong, and we continue to see a bright future ahead for Diamond Resorts. If you have any questions, please feel free

to reach out.

We appreciate your suppott,

Sincerely,

Frank Acito

https://iwww.sec.gov/Archives/edgar/data/1566897/000119312516436185/d127988dex991.htm
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BUSINESS DAY

The Timeshare Hard Sell Comes Roaring
Back

By GRETCHEN MORGENSON  JAN. 22, 2016

For more than 25 years, Mary Ann Gutierrez, 77, has spent several weeks a year at
on the southern shore of Lake Tahoe, Calif., often playing host to her children and
grandchildren at one of two timeshare units she owns.

When she checked into one of the properties last year, she was stopped at the
front desk. A $100 gift card would be hers if she attended a presentation by
Diamond Resorts International, the company that owns the resort. But first she had
to fill out some papers and supply her credit card information.

The gift card came with a cost, as Ms. Gutierrez soon learned. For five hours,
she said, Diamond representatives pushed her to give up both of her timeshare
deeds, including one at the nearby Tahoe Beach & Ski Club, a resort that Diamond
does not own. With the upgrade and membership in Diamond’s ownership points
system, they said, she would keep her maintenance costs low and could use her

points at other resorts in the company’s network. It would cost just $30,000
upfront, they said.

Even when representatives suggested her maintenance fees would rise if she
didn’t switch, Ms. Gutierrez kept declining, saying that the cost was too high.
Undeterred, the Diamond representatives suggested that she ask her children to pay
for the upgrade. She continued to say no and, at last, they let her go.

https:/iwww.nytimes.com/2016/01/24/business/diamond-resorts-accused-of-using-hard-sell-to-push-time-shares.html?_r=0 110
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“They weren’t going to let me out that door,” Ms. Gutierrez said. “I was shaking, I
was so nervous.”

The feeling turned to shock, however, when a Diamond representative handed
her a record of a voided charge in the amount of $4,840 on her credit card. The
representatives had been so certain that she would agree to the offer that they had

charged her card for the down payment — even though she had not given approval.

Atfter crashing in the financial collapse, timeshare sales are rising again, and
with them high-pressure sales practices such as those Ms. Gutierrez described.
Perhaps acknowledging these problems, some in the industry have cautioned in
recent months that regulators from the Consumer Financial Protection Bureau could
increase their oversight. New rules would affect all operators, including big players
like Diamond, Interval Leisure Group, Marriott Vacations Worldwide and Wyndham
Worldwide. But tighter regulation might have an especially big impact on Diamond,
because its business is devoted solely to timeshare sales and management.

Interviews with timeshare owners, lawyers and other specialists in the arena,
moreover, suggest that Diamond’s sales practices can be especially forceful.

Jeff Weir is a Diamond timeshare owner and journalist who writes about the
industry for RedWeek, an online timeshare site, and regularly attends sales
presentations to keep tabs on tactics employed by timeshare companies.

“In my experience, Diamond is much more ambitious, aggressive and downright
nasty in their sales presentations compared to Marriott and Westin,” he said in an

interview. “Diamond just has an amazing reputation of being tough on people.”

David F. Palmer, Diamond’s chief executive, sees its sales methods in a very
different light. In an interview, Mr. Palmer described how Diamond tries to bring
fun to its customer interactions, both before an initial sale and once a member buys
in. “The industry didn’t quite realize that you have to engage and create intimacy and
pervasiveness with somebody that you don’t really know,” he said. “Our lifetime
subscription model creates a series of systems where you can track that engagement
and make sure you are constantly providing a series of experiences that exceed their
expectations over many, many years,”

hitps:/www.nytimes.com/2016/01/24/business/diam ond-resorts-accused-of-using-hard-sell-to-push-time-shares, html?_r=0
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Neither Mr. Palmer nor the company’s spokeswoman would discuss Ms.
Gutierrez’s experience. But on the topic of high-pressure sales tactics, Mr. Palmer -
said, “I have belligerently zero tolerance for anyone who goes off script.”

Diamond has had great success in the industry. In less than 10 years, the
company’s revenue reached $845 million last year, more than double the 2010
figure. Its average timeshare transaction price was $21,700 last year, up from
$12,510 in 2012.

But while Diamond’s growth has benefited its executives — Mr. Palmer received
a total of $19 million in compensation in the most recent two years for which figures
are available — the company’s business practices seem to have alienated some
customers,

In lawsuits and in interviews, customers complain not only of high-pressure
sales, but also of sky-high maintenance fees and frustration at procedures that block
club members from taking vacations where and when they want. Perhaps most
distressing to owners is the fact that once you buy into a timeshare it is almost
impossible to get out.

Larry Vicks, a retired engineer in upstate New York, is a disgruntled Diamond
resort member who read the transcript of a Diamond conference call with Wall
Street analysts and investors. “It made me laugh how they are making boatloads of
money,” he said in an interview. “The reason I'm laughing is that it’s all at my
expense.”

‘We Love to Say Yes’

About nine million households in the United States own timeshares, and sales
have increased about 25 percent since 2010. In a typical timeshare deal, a buyer pays
for an interval at a resort condominium, maybe one or two weeks a year, and agrees
to pay homeowners’ association dues covering maintenance and taxes on the
property. Some buyers pay upfront, while others finance their purchases often
through the company selling the units.

hitps:/Avww.nytimes,com/2016/01/24/business/diamond-resorts-accused-of-using-hard-sell-to-push-time-shares .html?_r=0
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In the early years of timeshares, owners received deeds specifying their
ownership. Now, the industry has moved to a system where buyers receive a certain
number of points they can use for time and amenities, rather than a deed.

Many timeshare buyers say they like being assured time at a resort they enjoy
without the hassle of owning a second home. Using their points for a vacation at a
different location managed by their timeshare company is another potential benefit.

Diamond, which was created in 2007 by Stephen J. Cloobeck, a veteran of the
vacation ownership industry, has its headquarters in Las Vegas. The company
operates 99 resorts worldwide and has associations with an additional 255 resorts
and four cruise itineraries that it says its members can use. The company’s tagline:
“We Love to Say Yes.”

But two lawsuits filed against Diamond suggest a less solicitous attitude, one
that reflects the experience of Ms. Gutierrez in Lake Tahoe. One case was filed in
October 2014 in California. In it, 11 timeshare owners said they had agreed to pay to
upgrade their membership in the Diamond resorts. After the upgrade, the lawsuit
says, the members were unable to use the resorts they had hoped to and their

maintenance fees rose even though Diamond’s representatives had told them they
would fall.

A Florida lawsuit filed in March 2015 said that Diamond tried to pressure the

plaintiffs to upgrade to what amounted to “programs to fleece more and more money
out of the plaintiffs.”

The two suits seek cancellation of the contracts, money back and unspecified
damages.

Diamond declined to comment on the California case; it said that the litigants in
the Florida suit “never made a purchase from Diamond” but were owners in a resort
company it had purchased without assuming such liabilities.

Not all of Diamond’s customers are unhappy, of course. Six members whose
names were supplied by Diamond were all complimentary.

https://iwww.nytimes.com/2016/01/24/business/diamond-resorts-accused-of-using-hard-sell-to-push-time-shares.htm|?_r=0

410



112712017

Case 2:17-cv-00248 Document 1-2 Filed 01/29/17 Page 6 of 11

The Timeshare Hard Sell Comes Roaring Back - The New York Times

Walter Hunter, a retired chemist who lives in Fort Collins, Colo., is one. A
member of the homeowners’ association board at Daytona Beach Regency, a
Diamond resort in Florida, Mr. Hunter, 94, said in an interview that he was happy
with the company’s management. With Diamond, “we’ve been more pleased, the
resort is better managed,” he said. Although he acknowledged that maintenance
costs rose significantly after Diamond came in, he said, “We are convinced that they
are doing a good job.”

A Potential Liability

Owners of timeshares in desirable resorts with unusual attributes, like a private
beach, can often sell their ownership interests on the secondary market. But in areas
glutted with condos for sale or rent, selling a timeshare can be almost impossible. In
these cases, timeshare ownership can become an almost perpetual lability.

A recent search on eBay, for example, showed more than 700 timeshare listings
for sale. Many, from Pennsylvania to Hawaii to Florida, can be purchased for $1. In
its financial filings, Diamond acknowledges that “generally, members of the clubs do
not have the right to terminate their membership.”

Rubén Pefia’s experience is a case in point, An engineering consultant with Pro
Data Inc. in Jersey City, Mr. Pefia has never been inside the Las Vegas timeshare he
bought 15 years ago. After spending roughly $42,000 to buy and maintain the
property over those years, Mr. Pefia stopped paying his loan, which had an original
interest rate approaching 17 percent, and maintenance fees. He bought the
timeshare from a company called Pacific Monarch Resorts, which went bankrupt.
Diamond now owns and manages the resort.

“I wanted to deed back the property to Diamond and get my equity of about
$27,000 out,” Mr. Pefia said in an interview. “But I got no response whatsoever.”

Before he stopped paying his loan in 2014, Mr. Pefia was being charged $3,262
a year in interest, taxes and maintenance fees for his ownership interest in the
timeshare. Expedia.com offers a week at the propertyfor, at most, a little over
$2,000.

https/www.nytimes.com/2016/01/24/business/diamond-resorts-accused-of-using-hard-sell-to-push-time-shares.html?_r=0
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Diamond declined to comment on Mr, Pefia. But the company said that one
reason it doesn’t buy back members’ stakes is that it would create accounting
problems related to how Diamond had booked the revenue.

Don Nelms is a Diamond member and longtime owner of an insurance agency
in Sedona, Ariz. In an interview at the company’s suggestion, he said that he was
pleased with Diamond’s resort management. But he added that he was troubled by
the company’s refusal to buy back timeshare holdings from customers who can no
longer afford them or just want out. Acknowledging that this practice is
industrywide, he said changing it would be an “owner-friendly” move by Diamond.

“If it’s paid-up on the principal, they could purchase that from an owner at
maybe a reduced market value that helps the person who wants to say goodbye,” he
said. Not making that effort, he added, “could be something that blows up in their
face.”

Companies like Diamond benefit from the lack of an organized buyers’ market
for timeshares. The company’s most recent annual financial filing noted that if such
a market “were to become more organized and liquid,” the resulting availability of
vacation units “could adversely affect our sales and our sales prices.”

And even if an owner defaults and walks away from maintenance fees, Diamond
can prosper. It simply repossesses the unit at little cost and tries to resell.

This “inventory-recapture model” is industrywide and allows companies to
acquire units far more cheaply than it costs to build properties or buy resorts. In a
company presentation last November, Diamond said it typically pays $1,500 to the
homeowners’ association to take back a timeshare week. Then it sells the space for
an average of $27,434, it said.

Last year, the company introduced a “relinquishment option” for members of its
European resorts. If they agree to pay two years of maintenance costs, they can
escape their obligations.

Customer complaints across the industry have grown loud, and in recent
months the stocks of Diamond and other timeshare companies have fallen in the

hitps:/Awww.nytimes,com/2016/01/24/business/diamond-resorts-accused-of-using-hard-sell-to-push-time-shares,html?_r=0
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face of market chatter that the Consumer Financial Protection Bureau might write
new rules to address industry practices. Even as Diamond’s earnings almost tripled
in the first nine months of 2015 over the same period a year earlier, the company’s
shares are down 37 percent from their high of last March.

An official at the bureau declined to comment on the industry.

Aggressive sales tactics are among the most common complaints, Typically,
potential timeshare buyers are invited to a free or low-cost mini-vacation at a resort
if they agree to attend a sales presentation during their stay. Participants say fast-
talking, commission-paid sales representatives often run these events, emphasizing
the merits of timeshares as investments and downplaying their shortcomings.

Customers are told the meetings will last less than two hours, but they often go
on far longer, and participants find it difficult to leave.

Michael D. Finn is a partner at the Finn Law Group in Largo, Fla., whose busy
practice consists solely of helping timeshare owners walk away from their
obligations. “Every timeshare contract I have ever seen contains a clause with a
phrase something like ‘I did not rely on any oral representations in order to make my
decision to purchase this timeshare,” Mr, Finn said in an interview. “I call that the
salesman’s license-to-lie clause, because that encourages them to do whatever they

have to do to close that person, that day.”

Speaking about the industry generally, Mr. Finn said that buyers are often led to
believe they are making a real estate deal and that their holding will have a value
that they can recoup in a resale or pass on to their children.

“Nothing can be further from the truth,” Mr. Finn said.

In November, Diamond said that over the last 12 months it had conducted about
221,000 tours at its 53 sales offices around the world. The company says that 15.1
percent of tours result in sales.

Diamond says its innovative programs “infuse hospitality into our sales and
marketing efforts.” Its “Events of a Lifetime” include golf outings with a professional,

https:/www nytimes.com/2016/01/24/business/diam ond-resorts-accused-of-using-hard-sell-to-push-time-shares ,htm|?_r=0 710
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spring training with Reggie Jackson, the baseball Hall of Famer, or tickets to a show
near a Diamond-owned resort.

In the interview, Mr. Palmer said he was proud that roughly 60 percent of the
company’s sales came from existing customers. “I wear it like a badge of honor,” he
said. “These people bought from us, and they want to own more.”

In addition, he noted, sales are regulated by state authorities. “No one stumbles
into a purchase here,” he said. “People have five to 10 days to think about it.”

But even fans of Diamond recognize that accusations of high-pressure sales
tactics in the industry can be problematic for property managers. “There’s some
natural tension between management who wants to create the best experience
possible, and the sales organization — they are motivated to want different things,”
said Terry Timm, a Diamond timeshare owner who is chief administrative officer of
Thrivent, a financial services company. “The way timeshare sales are structured have
really really incentivized the wrong things.”

A 100% Profit

Diamond often buys resorts that have fallen into bankruptcy, acquiring
timeshare owners as part of the deals. After Diamond takes over a resort, it usually
becomes the management company and often raises maintenance fees.

Some of these increases reflect the costs of necessary improvements at resorts
that have fallen on hard times. But Diamond members who are critical of the
company say that it typically gains control of the resort’s governing board, known as
the homeowners’ association, giving timeshare owners little say in how money is
spent.

Owners at some resorts are wary about ceding any board control to Diamond.
Jacob Bereu, is a retired Silicon Valley software engineer and longtime resort owner
at Tahoe Beach & Ski. A few years ago, some of the resort’s roughly 7,000 owners
noticed that Diamond was buying up defaulted timeshare segments at county tax
auctions. Last September he won a board seat sought by a Diamond representative.
“We took aggressive action to keep them away from the ownership, to convince our

https:/iwww.nytimes.com/2016/01/24/business/diam ond-resorts-accused-of-using-hard-sell-to-push-time-shares.html?_r=0 810
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owners not to sell out and, instead, to vote for us so we keep control,” Mr. Bercu
said.

Timeshare owners of the Grand Beach Resort, a 192-unit property in Orlando,
Fla., on the other hand, learned in a letter in September that their annual
maintenance fee would rise 14.9 percent this year. Management fees paid by the
resort members, the letter said, are expected to jump to a total of $1.15 million from
about $366,000 in 2015.

Diamond said the increases at Grand Beach resulted from a new management
contract, consistent with the company’s deals elsewhere, and higher operating costs
and reserves for renovations.

The chief beneficiary of these cost increases is Diamond, which levies
management fees at the properties it owns and operates. Diamond tells investors
that it typically reaps a fee equal to as much as 15 percent more than the costs of
running a resort: labor, utilities, taxes and other overhead, including the reserve
funds kept for emergencies.

“Anything that is put in the budget that gets expended on an annual basis, we
get our 15 percent fee,” Mr. Palmer explained to investors at a September 2014
conference, according to a transcript. “That is basically a 100 percent profit
business.”

In the interview, Mr. Palmer added that the company was completely
transparent with owners about its charges. “All the costs are disclosed on a private
website,” he said. “There are no hidden fees.”

Diamond’s founder, Mr. Cloobeck, is something of a celebrity.

He has appeared on the CBS television show “Undercover Boss” and has played
golf with President Obama. Mr. Cloobeck owns 22 percent of Diamond’s stock and
earned $7.4 million as a director in 2014, according to the most recent proxy.

This compensation disturbs owners faced with rising maintenance costs
extracted by Diamond. Among them is Eleanor Varkel, a caterer from South Africa

who has two of the company’s timeshares, one in Las Vegas and another in Hawaii.

hitps:/www.nytimes.com/2016/01/24/business/diam ond-resorts-accused-of-using-hard-sell-to-push-time-shares.htm{?_r=0
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Both were taken over by Diamond after the companies operating the resorts
collapsed.

“Every year the maintenance fees go up, up, up,” Ms. Varkel said in an
interview. “We were paying $300 a year in maintenance 15 years ago, and now it’s
gone up to $2,000 a year.” Ms. Varkel said she had tried, unsuccessfully, to sell her

ownership stake either to Diamond or elsewhere. “You can’t give it away, not even to
charity.”

Correction: January 23, 2016
Because of an editing error, an earlier version of a picture caption with this article

misstated the number of resorts operated by Diamond. It is 99 resorts, not 93.

A version of this article appears in print on January 24, 2016, on Page BU1 of the New York edition with
the headline: Sand, Sun and the Hard Sell.

© 2017 The New York Times Company

https/iwww.nytimes.com/2016/01/24/business/diamond-resarts-accused-of-using-hard-sell-to-push-time-shares.html?_r=0
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3 110 Insurance PERSONAL INJURY PERSONAL INJURY |3 625 Drug Related Seizure 3 422 Appeal 28 USC 158 O 375 False Claims Act
0 120 Marine 3 310 Airplane 3 365 Personal Injury - of Property 21 USC 881 |3 423 Withdrawal T 376 Qui Tam (31 USC
3 130 Miller Act 3 315 Airplane Product Product Liability 3 690 Other 28 USC 157 3729(a))
T 140 Negotiable Instrument Liability 3 367 Health Care/ 0 400 State Reapportionment
3 150 Recovery of Overpayment |3 320 Assault, Libel & Pharmaceutical PROPERTY RIGHTS O 410 Antitrust
& Enforcement of Judgment Slander Personal Injury 0 820 Copyrights 0 430 Banks and Banking
O 151 Medicare Act 3 330 Federal Employers’ Product Liability 3 830 Patent O 450 Commerce
0 152 Recovery of Defaulted Liability 3 368 Asbestos Personal 0 840 Trademark 0 460 Deportation
Student Loans 3 340 Marine Injury Product O 470 Racketeer Influenced and
(Excludes Veterans) 3 345 Marine Product Liability LABOR SOCIAL SECURITY. Corrupt Organizations
O 153 Recovery of Overpayment Liability PERSONAL PROPERTY |3 710 Fair Labor Standards 3 861 HIA (1395ff) 3 480 Consumer Credit
of Veteran’s Benefits 3 350 Motor Vehicle 3 370 Other Fraud Act 3 862 Black Lung (923) 3 490 Cable/Sat TV
3 160 Stockholders’ Suits 3 355 Motor Vehicle [ 371 Truth in Lending 3 720 Labor/Management 3 863 DIWC/DIWW (405(g)) | O 850 SecuritiessCommodities/
X 190 Other Contract Product Liability 3 380 Other Personal Relations 0 864 SSID Title XVI Exchange
3 195 Contract Product Liability |3 360 Other Personal Property Damage O 740 Railway Labor Act 3 865 RSI (405(g)) 3 890 Other Statutory Actions
0 196 Franchise Injury O 385 Property Damage 3 751 Family and Medical 0 891 Agricultural Acts
3 362 Personal Injury - Product Liability Leave Act O 893 Environmental Matters
Medical Malpractice 3 790 Other Labor Litigation T 895 Freedom of Information
| REAL PROPERTY CIVIL RIGHTS PRISONER PETITIONS |3 791 Employee Retirement FEDERAL TAX SUITS Act
0 210 Land Condemnation 3 440 Other Civil Rights Habeas Corpus: Income Security Act 0 870 Taxes (U.S. Plaintiff 0 896 Arbitration
3 220 Foreclosure 3 441 Voting [ 463 Alien Detainee or Defendant) O 899 Administrative Procedure
3 230 Rent Lease & Ejectment 3 442 Employment O 510 Motions to Vacate 3 871 IRS—Third Party Act/Review or Appeal of
3 240 Torts to Land 3 443 Housing/ Sentence 26 USC 7609 Agency Decision
O 245 Tort Product Liability Accommodations [ 530 General O 950 Constitutionality of
0 290 All Other Real Property O 445 Amer. w/Disabilities - | O 535 Death Penalty IMMIGRATION State Statutes
Employment Other: O 462 Naturalization Application
O 446 Amer. w/Disabilities - | 3 540 Mandamus & Other |3 465 Other Immigration
Other 3 550 Civil Rights Actions
O 448 Education 3 555 Prison Condition
3 560 Civil Detainee -
Conditions of
Confinement

V. ORIGIN (Place an “X’” in One Box Only)

X1 Original
Proceeding

3 2 Removed from
State Court

A 3 Remanded from
Appellate Court

[ 4 Reinstated or

Reopened

3 5 Transferred from
Another District
(specify)

O 6 Multidistrict
Litigation

VI. CAUSE OF ACTION

Cite the U.S. Civil Statute under which you are filing (Do not cite jurisdictional statutes unless diversity):
28 USC 1332(d)(2)

Brief description of cause: . . .
class action by consumers against timeshare developer re claims related tothe NV DTPA

VII. REQUESTED IN
COMPLAINT:

A CHECK IF THIS IS A CLASS ACTION
UNDER RULE 23, F.R.Cv.P.

DEMAND $
1,000,000,000.00

CHECK YES only if demanded in complaint:

JURY DEMAND:

A ves

3 No

VIII. RELATED CASE(S)

(See instructions):

IF ANY JUDGE DOCKET NUMBER
DATE SIGNATURE OF ATTORNEY OF RECORD
01/28/2017 /sl G. Mark Albright
FOR OFFICE USE ONLY
RECEIPT # AMOUNT APPLYING IFP JUDGE MAG. JUDGE
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INSTRUCTIONS FOR ATTORNEYS COMPLETING CIVIL COVER SHEET FORM JS 44
Authority For Civil Cover Sheet

The JS 44 civil cover sheet and the information contained herein neither replaces nor supplements the filings and service of pleading or other papers as
required by law, except as provided by local rules of court. This form, approved by the Judicial Conference of the United States in September 1974, is
required for the use of the Clerk of Court for the purpose of initiating the civil docket sheet. Consequently, a civil cover sheet is submitted to the Clerk of
Court for each civil complaint filed. The attorney filing a case should complete the form as follows:

l.(a) Plaintiffs-Defendants. Enter names (last, first, middle initial) of plaintiff and defendant. If the plaintiff or defendant is a government agency, use
only the full name or standard abbreviations. If the plaintiff or defendant is an official within a government agency, identify first the agency and
then the official, giving both name and title.

(b) County of Residence. For each civil case filed, except U.S. plaintiff cases, enter the name of the county where the first listed plaintiff resides at the
time of filing. In U.S. plaintiff cases, enter the name of the county in which the first listed defendant resides at the time of filing. (NOTE: In land
condemnation cases, the county of residence of the "defendant™ is the location of the tract of land involved.)

(c) Attorneys. Enter the firm name, address, telephone number, and attorney of record. If there are several attorneys, list them on an attachment, noting
in this section "(see attachment)".

1. Jurisdiction. The basis of jurisdiction is set forth under Rule 8(a), F.R.Cv.P., which requires that jurisdictions be shown in pleadings. Place an "X"
in one of the boxes. If there is more than one basis of jurisdiction, precedence is given in the order shown below.
United States plaintiff. (1) Jurisdiction based on 28 U.S.C. 1345 and 1348. Suits by agencies and officers of the United States are included here.
United States defendant. (2) When the plaintiff is suing the United States, its officers or agencies, place an "X" in this box.
Federal question. (3) This refers to suits under 28 U.S.C. 1331, where jurisdiction arises under the Constitution of the United States, an amendment
to the Constitution, an act of Congress or a treaty of the United States. In cases where the U.S. is a party, the U.S. plaintiff or defendant code takes
precedence, and box 1 or 2 should be marked.
Diversity of citizenship. (4) This refers to suits under 28 U.S.C. 1332, where parties are citizens of different states. When Box 4 is checked, the
citizenship of the different parties must be checked. (See Section I11 below; NOTE: federal question actions take precedence over diversity
cases.)

IIl.  Residence (citizenship) of Principal Parties. This section of the JS 44 is to be completed if diversity of citizenship was indicated above. Mark this
section for each principal party.

V. Nature of Suit. Place an "X" in the appropriate box. If the nature of suit cannot be determined, be sure the cause of action, in Section VI below, is
sufficient to enable the deputy clerk or the statistical clerk(s) in the Administrative Office to determine the nature of suit. If the cause fits more than
one nature of suit, select the most definitive.

V. Origin. Place an "X" in one of the six boxes.
Original Proceedings. (1) Cases which originate in the United States district courts.
Removed from State Court. (2) Proceedings initiated in state courts may be removed to the district courts under Title 28 U.S.C., Section 1441.
When the petition for removal is granted, check this box.
Remanded from Appellate Court. (3) Check this box for cases remanded to the district court for further action. Use the date of remand as the filing
date.
Reinstated or Reopened. (4) Check this box for cases reinstated or reopened in the district court. Use the reopening date as the filing date.
Transferred from Another District. (5) For cases transferred under Title 28 U.S.C. Section 1404(a). Do not use this for within district transfers or
multidistrict litigation transfers.
Multidistrict Litigation. (6) Check this box when a multidistrict case is transferred into the district under authority of Title 28 U.S.C. Section 1407.
When this box is checked, do not check (5) above.

VI.  Cause of Action. Report the civil statute directly related to the cause of action and give a brief description of the cause. Do not cite jurisdictional
statutes unless diversity. Example: U.S. Civil Statute: 47 USC 553 Brief Description: Unauthorized reception of cable service

VII.  Requested in Complaint. Class Action. Place an "X" in this box if you are filing a class action under Rule 23, F.R.Cv.P.
Demand. In this space enter the actual dollar amount being demanded or indicate other demand, such as a preliminary injunction.
Jury Demand. Check the appropriate box to indicate whether or not a jury is being demanded.

VIIl. Related Cases. This section of the JS 44 is used to reference related pending cases, if any. If there are related pending cases, insert the docket
numbers and the corresponding judge names for such cases.

Date and Attorney Signature. Date and sign the civil cover sheet.
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AO 440 (Rev. 06/12) Summons in a Civil Action

UNITED STATES DISTRICT COURT

for the
District of Nevada

ILONA HARDING, an individual; LESTER THOMAS
HARDING, an individual, all on behalf of themselves
and all similarly-situated individuals

Plaintiff(s)

V. Civil Action No.

DIAMOND RESORTS INTERNATIONAL, INC., et al.

N N N N N N N N N N N N

Defendant(s)
SUMMONS IN A CIVIL ACTION

To: (Defendant’s name and address) Diamond Resorts International, Inc.
c/o National Registered Agents, Inc. of Nevada
its Registered Agent
701 South Carson Street, Suite 200
Carson City, Nevada 89701

A lawsuit has been filed against you.

Within 21 days after service of this summons on you (not counting the day you received it) — or 60 days if you
are the United States or a United States agency, or an officer or employee of the United States described in Fed. R. Civ.
P. 12 (a)(2) or (3) — you must serve on the plaintiff an answer to the attached complaint or a motion under Rule 12 of
the Federal Rules of Civil Procedure. The answer or motion must be served on the plaintiff or plaintiff’s attorney,
whose name and address are:  G. Mark Albright, Esq.

Albright, Stoddard, Warnick & Albright
801 South Rancho Drive, Suite D-4
Las Vegas, Nevada 89106

If you fail to respond, judgment by default will be entered against you for the relief demanded in the complaint.
You also must file your answer or motion with the court.

CLERK OF COURT

Date:

Signature of Clerk or Deputy Clerk
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AO 440 (Rev. 06/12) Summons in a Civil Action (Page 2)

Civil Action No.

PROOF OF SERVICE
(This section should not be filed with the court unless required by Fed. R. Civ. P. 4 (1))

This summons for (name of individual and title, if any)

was received by me on (date)

3 1 personally served the summons on the individual at (place)

on (date) ;or

3 1 left the summons at the individual’s residence or usual place of abode with (name)
, a person of suitable age and discretion who resides there,
on (date) , and mailed a copy to the individual’s last known address; or

(A | served the summons on (name of individual) , Who is

designated by law to accept service of process on behalf of (name of organization)

on (date) ; or
3 | returned the summons unexecuted because por
(A Other (specify):
My fees are $ for travel and $ for services, for a total of $ 0.00

I declare under penalty of perjury that this information is true.

Date:
Server’s signature

Printed name and title

Server’s address

Additional information regarding attempted service, etc:

i Seers |
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