Seralago condo hotel cause for alarm

     A new condo hotel in the Orlando-Kississimme/St. Cloud area is causing quite a stir in the condo hotel market.  Probably not the kind of stir they set out to create.  

     The main reason for the upheaval is Seralago has taken as stance against the Securities and Exchange Commission's rule of 'no action letters' for the condo hotel community.  

     This goes directly against the SEC's "Best Sales Practice in Fee Simple Real Estate Transactions".  In order for a property/development to be considered a Fee Simple Real Estate transaction, and therefore exempt from SEC registration, it should meet their guidelines, which, among them are:


1.  No emphasis on economic benefits from the efforts of a third party.

2.  Rental Services may not be advertised in the materials offering the unit for  

     sale. (rental program is not used as an inducement to purchase).

3. Prospective purchasers are provided with materials containing publicly       

                  available information regarding *comparable developments.  These may not               

                  include forward looking estimates or projections or speculative information.  

     Seralago has violated those three SEC rules, at least, right on their prospectus and advertising campaigns. The following was found right on their marketing advertisements "Imagine a community that generates rental revenues without the stress of managing the property" violating the above rules number one and two.  

     On a prospectus sent out to potential clients, they state "2 year lease back with positive cash flow", which violates the above rules numbers two and three, even if only implicitly.

     What does this mean for the condo hotel industry?  If more condo hotel properties continue to flaunt the SEC rules and regulations in this manner, there may come a time when there may be more government intervention and oversight committees for the industry to follow and/or get permission from to buy or sell to and from owners.

