Notice of Declaratory Statement

DEPARTMENT OF BUSINESS AND PROFESSIONAL REGULATION
Division of Florida Condominiums, Timeshares and Mobile Homes
NOTICE IS HEREBY GIVEN that Division of Florida Condominiums, Timeshares, and Mobile Homes, Department of Business and Professional Regulation, State of Florida has received the petition for declaratory statement from Coconut Palms Beach Resort II Owner's Association, Inc.: Thomas J. Williams and Iris K. Palma. The petition seeks the agency's opinion as to the applicability of Section 721.03(2), 721.05, 721.13(2)(a), 721.13(3)(d), 721.14 and 721.15(1)(a),(2),(3),(4),(6) & (11), Florida Statutes as it applies to the petitioner.

The Petitioner requests a declaratory statement clarifying the following: Section 1: Statutory Board Composition & Independent Quorum Requirements Question 1.1: For enforcing developer board-turnover restrictions under Fla. Stat. S 718.301 and S 721.14, does the statutory framework governing "affiliates" and related parties under Chapter 721 require the application of turnover restrictions based on the reality of common parental control, shared corporate offices, and overlapping executive management networks, or is an association permitted to bypass those statutory turnover limits solely because its operational entities maintain separate corporate registration names (see Exhibit B, Note 1 [documenting single operational footprint]; Exhibit C [asserting separate corporate names])? Question 1.2: If a corporate entity holds an assignment of developer rights but carries zero active direct inventory on the Association's financial ledger (see Exhibit B, Note 1 [confirming zero direct retail inventory]), do Fla. Stat. S 718.301, S 721.13(2)(a), and S 721.14 look strictly to separate corporate registration names to determine board turnover timelines, or do those statutory boundaries encompass individuals who simultaneously serve as officers or directors of both the developer entity and its downstream points club affiliate (see Exhibit B, Note 1 [establishing the single operational footprint under common management control]; Exhibit C [documenting counsel's corporate-separation rationale]; Exhibit D [verifying overlapping executive and director roles within the management network])? Question 1.3: If individuals resign from a points club board to eliminate a direct corporate overlap, does the law still consider the association board to be "developer-controlled" under Chapters 718 and 721 if the active directors are all salaried employees of the same master management company that runs the resort on behalf of that points club (see Exhibit B, Note 11 [disclosing common management and related-party allocations]; Exhibit C [specifying interval allocations held by the points club affiliate]; Exhibit D [verifying overlapping executive employment and the strategic resignation-and-replacement pattern])? Question 1.4: If the Developer entity ceased active retail sales and holds zero direct inventory (see Exhibit B, Note 1 [confirming zero direct retail inventory on the financial ledger]), do the developer board-turnover restrictions and caps set forth in Fla. Stat. S 718.301 and S 721.14 extend to a commonly managed commercial points club affiliate by virtue of it acquiring either an active 1 ,61 7-interval operational billing footprint (see Exhibit B, Note 1 [documenting the operational footprint under common management control]) or, in the alternative, a documented 1 ,372-interval deeded ownership pool within the plan (see Exhibit C [specifying the exact interval title count via association counsel's formal correspondence]), or is that bulk-owning corporate affiliate exempt from developer control limits solely because it does not actively offer intervals for retail sale? Question 1.5: Can an ongoing statutory turnover obligation under Chapters 718 or 721 , Florida Statutes, be rendered moot, or can an association alter its statutory position by executing subsequent board modifications, corporate restructuring, or shifting representatives out of overlapping board seats after an administrative petition has been formalized? Question 1.6: Can an Association Board form a valid, legal quorum to pass an assessment or approve related-party lines of credit under Fla. Stat. S S 718.3027, and S 721.1 3(2)(a) if the voting directors are simultaneous employees of the corporate counterparty receiving the financial assignment or debt service? Question 1.7: If an employee of a management affiliate sits on the board during the accumulation of a related-party liability, does the individual licensee's subsequent resignation and immediate replacement by another affiliate executive prior to the formal vote on the assessment insulate an active board quorum from a conflict-of-interest or lack-of-independent-quorum challenge under Chapters 718 and 721, Florida Statutes? Question 1.8: Under Fla. Stat. S 721.13(3)(d), as implemented by F.A.C. Rule 61 B-40.007 (mandating financial record maintenance in accordance with GAAP), and Fla. Stat. S 718.3027, is a developer-controlled board permitted to shift from a historical 0% interest rate to a 10.25% interest rate on debt owed directly to its own corporate management employer network, or mask related-party operational legal expenses within a general "corporate reimbursement" line item (see Exhibit B, Note 6 [disclosing the related-party line of credit interest rate transition]; Exhibit J [confirming the commingled, unitemized operational related-party legal fees]) without disclosing explicit market-rate comparisons or itemized arm's-length justifications under FASB ASC 850? Question 1.9: Are the mandatory conflict-of-interest disclosure and voting restriction requirements set forth in Fla. Stat. S 718.3027 (applicable via S 721.03(2)) transactional and event-driven—thereby requiring a developer-controlled board to provide a separate, written disclosure directly to the general membership and comply with statutory voting recusal protocols prior to each instance where its directors vote to approve related-party notes, increase affiliate interest rates, or collateralize future assessments (see Exhibit B [2025 Notes to Financial Statements, Note 6, disclosing the $500,000 related-party line of credit, 10.25% interest terms, and assessment collateralization])—or does a standard annual related-party footnote disclosure within the audited financial statements satisfy the board's ongoing statutory duties? Question 1.10: If those mandatory related-party transaction and corporate reimbursement disclosures are omitted from the audited financial statements in violation of GAAP, F.A.C. Rule 61 B-40.007, and Fla. Stat. S 721.13(3)(d), can the resulting interest fees and unitemized corporate reimbursement charges legally be passed through and assessed to timeshare purchasers as a valid "Common Expense" under Fla. Stat. S 721.15? Question 1.11: Under Chapters 718 and 721, Florida Statutes, is a corporate management network permitted to enforce financial collection demands and account restrictions against an individual interval owner by asserting a consumer relationship exists for collection purposes, or does the concurrent existence of separate corporate structures that do not meet statutory board turnover thresholds or developer control metrics preclude the lawful enforcement of those derived financial liabilities during an active period of non-compliance? Question 1.12: Under Section 718.116(3), Florida Statutes, is a managing entity required to apply an owner's regular annual assessment payment to a prior disputed special assessment balance regardless of the owner's written payment designation, or does the automatic statutory reallocation of those funds—resulting in an intentional delinquency on the new annual assessment and a concurrent lockout from interval usage—constitute an impermissible restriction of ownership rights while the underlying dispute is active? Question 1.13: Under Chapters 718 and 721, Florida Statutes, is a managing entity or its agent permitted to mandate the use of electronic payment portals that restrict an owner from entering custom payment amounts or designating payments for undisputed regular assessments—thereby forcing an "all-or-nothing" transaction of the total ledger—or does the operational restriction of those payment channels constitute an unlawful obstruction of the owner's statutory right to mitigate delinquency and maintain account compliance during an active dispute? Section 2: Reclassification of Contracted Vendor Liabilities as Common Expenses Question 2.1 : If an operational fund deficit is caused by internal management software billing configuration variances (see Exhibit B, Note 3 [disclosing the $869,225 retroactive software variance and operational deficit]; Exhibit E [documenting the Board resolution electing to absorb the shortfall as a membership liability via Special Assessment]), do Fla. Stat. S 718.115 and S 721 .15 permit an association to classify the waiver of that management liability as an operational "Common Expense" collectible against the general membership rather than an uncollected corporate commercial debt? Question 2.2: Does the "Business Judgment Rule" permit an association board to satisfy its statutory dual fiduciary mandate under Fla. Stat. S 721.13(2)(a) when it votes to absorb an affiliate's ledger balance correction via a general membership special assessment, without first evaluating, exhausting, or disclosing contract indemnity remedies or professional liability insurance claims to mitigate the loss to the Association rather than pursuing the contracted management firm that generated the software variance? Section 3: Revenue Recognition & Inventory Maintenance Shortfalls Question 3.1 : If the face of the Association's audited financial statements reflects that regular, uniform statutory maintenance assessments across 517 foreclosed interval units held in the corporate treasury went completely unbilled and unrecognized (see Exhibit B, Note 5 [disclosing that $603,800 in regular, reserve, and tax assessments for foreclosed treasury intervals were unbilled and unrecognized]; Exhibit E [documenting the $4,000,000 Special Assessment vehicle levied against the general membership]), do Fla. Stat. S 718.115 and S 721.15 permit the Association to re-classify that resulting $603,800 annual funding shortfall as an operational "Common Expense" to be retroactively extracted from the remaining consumer membership via a $4,000,000 Special Assessment? Question 3.2: Given that the Association's records disclose a total of 517 foreclosed interval units held in its corporate treasury for which regular annual maintenance assessments are not billed or recognized (see Exhibit B, Note 5 [disclosing the $603,800 operational maintenance burden left unbilled and unrecognized across treasury intervals]), do Fla. Stat. S 718.123, S 721.03(2), and S 721 .13(2)(a) permit the Board to absorb that resulting $603,800 operational maintenance burden as a common expense of the general membership while concurrently allowing a related-party commercial points club affiliate to maintain a 1 ,617-interval occupancy footprint across the common elements of the resort (see Exhibit B, Note 1 [documenting the active related-party occupancy footprint under common management control])? Section 4: Statutory Budgetary Thresholds & Owner Substitute Budget Voting Rights Question 4.1: Do Fla. Stat. S S 721.1 and S 721.15(11 as implemented by F.A.C. Rule 61 B-40.007, require cumulative operational fund variances and retroactive software billing deficits (see Exhibit B, Note 3 [disclosing the $869,225 operational software deficit and cumulative fund variance]; Exhibit E [documenting the Special Assessment vehicle utilized to collect the shortfall outside the annual operating budget]) to be run through the regular annual operating budget line items where they calculate toward the 115% threshold that triggers consumer member substitute budget voting rights, rather than bypassing that threshold via a Special Assessment? Question 4.2: Under the statutory allocation and budgeting frameworks of Fla. Stat. S 721.15, is a "Special Assessment" valid if its structural purpose is to clear an internal related-party affiliate liability account and fund an accumulated operating shortfall, or does that statute restrict the use of special assessments to non-recurring, unbudgeted capital expenditures or unforeseen physical maintenance emergencies? Question 4.3: Under F.A.C. Rule 61 B-40.007 and Florida timeshare disclosure acts, is a developer-controlled board permitted to disburse $1 , 168,303.16 of membership funds derived from a $4,000,000 Special Assessment to refund a related-party points club affiliate for historical duplicate billing variances (see Exhibit B [2025 Balance Sheet, disclosing the $1,168,422 cumulative liability under Due to Affiliates; Note 3, disclosing the $869,225 retroactive operational baseline portion]; see Exhibit E [Itemizing the $1,168,303.16 shared-cost obligation to Festiva Adventure Club resulting from duplicate standard whole-owner maintenance fees and an additional 52 weeks of assessments billed across identical intervals]) if the board frames and markets the unified multi-million dollar assessment to the general membership as a necessary measure to fulfill ongoing operating obligations and restore depleted reserve funding levels (see Exhibit E [Asserting the assessment is required to restore appropriate reserve funding levels, plug bad debt shortfalls, and protect financial stability])? Question 4.4: If an association board, subsequent to the filing of a petition, votes to re-characterize, scale back, or redistribute the special assessment ledger line items into future fiscal periods, does that subsequent accounting adjustment cure the initial statutory violation or render the calculation parameters moot for purposes of an administrative declaration? Section 5: Voting Interest Suspensions Question 5.1 : If the total absence of transactional revenue lines and deed transfer disclosures on the audited financial statements establishes that the related points club has not completed legal purchases of the 517 foreclosed units (see Exhibit B [Note 5 as to the 517 foreclosed interval tracking; Note 11 as to the absence of corresponding transactions]), do the voting interests appurtenant to those weeks remain legally vested inside the Association's treasury and strictly suspended under Fla. Stat. S 718.111 (9), S 71 and S 721.13, and is a multi-million dollar Special Assessment passed by a board quorum that relies on or votes those unpurchased interval proxies legally binding upon the Petitioners on and after the July 16, 2026 active enforcement date? Section 6: Enforcement of Unrecorded Monetary Penalties Through Affiliate Agents Question 6.1 : Can an Association Board enforce late fees, administrative penalties, or collection policies through a delegated corporate affiliate collection agency if those specific financial penalties have not been formally adopted as an amendment to the Bylaws or recorded in the public records of the county pursuant to Fla. Stat. S 718.112(2), S 718.303(5), and S 721.15(3)? Question 6.2: Does an Association operate within the statutory framework of Fla. Stat. S 718.123, S 718.303(3), and S 721.13 by deploying an unrecorded administrative restriction policy to threaten foreclosure and immediate "Loss of Use" to collect an assessment whose structural validity and underlying calculations are actively pending an administrative determination before the Division? Question 6.3: Does the temporary suspension, prospective modification, or conditional deferral of such an unrecorded enforcement policy by the association or its downstream collection affiliate after its active deployment render the prospective application of the statute moot for the purposes of an administrative declaration? Section 7: Tolling of Association Enforcement Powers Pending Administrative Review Question 7.1: Under Fla. Stat. SS 718.116, 718.123, 718.303(3), and 721.13, does a timeshare association possess the lawful authority to enforce unrecorded administrative penalties, restrict deeded resort usage rights, or record a claim of lien for non-payment of a special assessment while the statutory validity of that assessment and its underlying related-party revenue omissions are actively pending a determination before the Division? Question 7.2: Can an association avoid a declaration on its ongoing enforcement authority by issuing temporary individual collections variances or administrative holdovers to the named Petitioners while continuing standard collection actions against the general membership? Question 7.3: Given the strict regulatory boundaries and member protections established under Chapters 718 and 721, Florida Statutes, does the initiation of a formal Petition for Declaratory Statement before the Division constitute a protected administrative activity sufficient to preclude an Association from accelerating collection actions, imposing unrecorded penalty interest, or executing discriminatory property usage restrictions against the Petitioner's individual accounts (see Exhibit E; Exhibit H; Exhibit K) while the underlying regulatory compliance determinations are actively pending review? Case No. 2026051026. 

A copy of the Petition for Declaratory Statement may be obtained by contacting: Division Clerk, Department of Business and Professional Regulation, Division of Florida Condominiums, Timeshares, and Mobile Homes, 2601 Blair Stone Road, Tallahassee, Florida 32399-1030.

Please refer all comments to: Zaynab Salman, Deputy Chief, Department of Business and Professional Regulation, Division of Florida Condominiums, Timeshares, and Mobile Homes, 2601 Blair Stone Road, Tallahassee, Florida 32399-1030. Email: zaynab.salman@myfloridalicense.com.

