
Covenant Amendment FAQs 

What issue is this amendment intended to address? 

National corporations have found a way to avoid the prohibitions in the SC statute regarding time shares 

and our current Covenants.  There is currently a rapid growth in Corporations offering what they call 

“Vacation Club” plans.  They are careful to avoid calling these plans “timeshares” and go to great 

lengths to try to distinguish their business model from a “timeshare” and thereby avoid many existing 

regulations and restrictions.  Because of the way that the current SIPOA Covenant restriction against 

“timeshares” is worded we have a problem to prohibit these corporate business models without 

restricting ALL joint ownership models.  This Covenant change is intended to eliminate the future 

proliferation of time shares and fractional ownership schemes that are created by those entities in the 

business of buying residential real estate and then selling and managing time share/fractional interests in 

the purchased properties to their clients, all over the world (and, by the way, also offering their clients 

the ability to “swap” their available time in purchased properties with any other property managed by 

the entity, anywhere in the world – sound like a timeshare?). 

 

Why are we bringing this amendment to the Owners now? 

These corporations do not share our community goals as set forth in our vision statement.  We currently 

have a few of these corporate-owned timeshares and it is a problem that is getting increased attention 

nationwide. The reason behind this increased attention is that the “Corporate Vacation Club” business 

model is growing fast!  SIPOA is proposing the amendment to prohibit these corporate timeshares 

before they have a chance to grow in our community, and, at the same time, to create a new category of 

permitted “multiple-owner” entities that reflects the more traditional type of structure, where up to four 

families can get together to purchase a property. The vast majority of Seabrook Island properties are 

owned by an individual, a single family, a family trust, or a private LLC and they will remain unaffected 

by this amendment.  

 

Who is affected by this amendment? 

Individuals or companies in the business of creating, marketing, and selling time shares or fractional 

ownership of residential property. 

 

Who is exempted? 

Individuals, families, family trusts, and LLCs that are not in the business of creating time 

shares/fractional ownerships prohibited by this amendment, and whose arrangement qualifies as a 

permissible use as described in the amendment.  The new “permissible use” entity (called a “Qualified 

Partnership” or “QP”) can be flexible enough to accommodate many types of legal entities within the 

QP – i.e. tenants in common, family trusts, LLCs, etc.  

 

Are QPs considered differently from other Property Owners? 

If a property is purchased by a newly permitted QP, the QP is considered to be a Property Owner.  The 

QP must designate a responsible QP member for correspondence and interaction with SIPOA regarding 

compliance with SIPOA Rules and Regulations. The QP is responsible for annual and special 

assessments as well as any maintenance, usage or service fees that may be charged from time to time in 

the same way as any other Property Owner. 

 

Does this amendment affect the Club membership requirement? 

The Covenant requiring membership in the Club is unaffected.  All members of the QP must comply 

with the Bylaws, rules and regulations, fees, etc., as have been determined by the Seabrook Island Club.  

 

Does this amendment affect existing properties? 

Not immediately. The few non-complying properties that we currently have on the island will be 

grandfathered, with a sunset mechanism based on certain changes in the ownership of the property as 



specified in the Amendment. Staff will monitor the ownership structure of these grandfathered 

properties to ensure compliance with the sunset provisions.  

 

How will we ensure compliance pre-closing? 

We hope to work with the real estate community to clearly explain that corporate timeshares are not 

permitted in the SID, only QP arrangements.  SIPOA will require an affidavit prior to the closing 

certifying that the proposed ownership structure complies with the Covenant requirements, with 

personal liability for compliance on the QP entity, and will have an on-going audit right to ensure 

compliance.  

 

What will we do if we become aware of a violation post-closing? 

Staff will have the power to enforce and audit these corporate properties to monitor their compliance.  

 

Will realtors be penalized if they bring a buyer who doesn’t conform to the terms of the amendment? 

No, but if the proposed ownership structure doesn’t comply with the Covenants, SIPOA will convey that 

to the realtor and buyer prior to purchase. 

 

Have other communities done anything similar? 

Absolutely.  Communities across the nation are taking similar steps to address corporate ownership 

issues.   

 

 


