








Ownership Tip #32: Planning for the Holidays

What is the best tip to make the most out of your 2012 Holiday plans and get the
destination you want? The most important step is PLANNING! Plan as far in advance as
you can. If a vacation this Thanksgiving, Christmas, or New Years is part of your Holiday
festivities, now is the time to start making your reservations. Due to a high demand for
rooms during the winter Holiday Season, rooms book up quickly, but it's not too late!
Contact Owner Services today if you need assistance in planning your Holiday vacation.

Contact Owner Services:
Call: 888-477-6967 Email: ownerservices@gpresorts.com Hours: Mon-Sat 9am-6pm PST

2013 Unit Request Calendar

Dear Coronado Beach Resort Homeowners,

In order to accommodate as many requests for a specific unit and or floor during
your Use Week, please refer to this Use Week calendar and a corresponding call-in
date for requests. To be fair to everyone, request calls will be accepted no earlier
than the date noted on the calendar to the right for the week you will be using.
Please keep in mind that if you plan to bank your week with an exchange company,
there is no need to request a unit. Also, for those of you who are biennial owners,
please call in your request prior to your use year only.

If you decide to call in a request, please have your
owner card on hand so that we may verify your unit type
and use week. All requests will be honored on a first-

received, first-assigned basis. Please keep in mind that
demand for certain units/floors may limit availability.
Every effort will be made to fill your request, however,
we cannot guarantee a particular unit/floor.

Coronado Beach Resort accepts requests beginning at
9am on the call-in dates. If you have any questions,
please do not hesitate to call us at 619-522-6000.

Enjoy quick and £ZAccess to
your personal HOA account
information online at

EZAccess

Far Account Info and Payment

Just click the Submit button under EZ Access
and then complete your three personal account

verification fields and you're in! That's it! You'll have

access to your Homeowners Association account L

information, payment history and any payment

due amounts. You can even print out a copy for EZ/D&J/FMEHW”SW/E
your records. Account Number:

2

In addition, you'll be able to schedule a credit card . :

. ayment Amount:
or check payment FREE of any convenience fees s
with a few simple clicks.

Payment Date: v

ADVA”CED remen e 8 k/l(::tenance Fee
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Jan. 6 -Jan. 13
Jan. 13-Jan. 20
Jan. 20 - Jan. 27
Jan. 27 - Feb. 3

Feb. 3 - Feb. 10
Feb. 10 - Feb. 17
Feb. 17 - Feb. 24
Feb. 24 - Mar. 3

Mar. 3 - Mar. 10
Mar. 10 - Mar. 17
Mar. 17 - Mar. 24
Mar. 24 - Mar. 31
Mar. 31 - Apr. 7

Apr. 7 - Apr. 14
Apr. 14 - Apr. 21
Apr. 21 - Apr. 28
Apr. 28 - May. 5

May 5 - May 12
May 12 - May 19
May 19 - May 26
May 26 - Jun. 2

Jun. 2-Jun. 9

Jun. 9-Jun. 16
Jun. 16 - Jun. 23
Jun. 23 - Jun. 30
Jun. 30-Jul. 7

Jul. 7 -Jul. 14
Jul. 14 - Jul. 21
Jul. 21 - Jul. 28
Jul. 28 - Aug. 4
Aug. 4 - Aug. 11
Aug. 11 - Aug. 18
Aug. 18 - Aug. 25
Aug. 25 - Sep. 1
Sep. 1-Sep. 8
Sep. 8- Sep. 15
Sep. 15 - Sep. 22
Sep. 22 - Sep. 29
Sep. 29 - Oct. 6
Oct. 6 - Oct. 13
Oct. 13- Oct. 20
Oct. 20 - Oct. 27
Oct. 27 - Nov. 3
Nov. 3 - Nov. 10
Nov. 10 - Nov. 17
Nov. 17 - Nov. 24
Nov. 24 - Dec. 1
Dec. 1-Dec. 8
Dec. 8 - Dec. 15
Dec. 15 - Dec. 22
Dec. 22 - Dec. 29
Dec. 29 - Jan. 5

Follow Us: &]ﬁ \E,

Week  Your Week 2013  Call-in Date

Oct. 9, 2012
Oct. 16, 2012
Oct .23, 2012
Oct. 30, 2012
Nov. 6, 2012
Nov. 13, 2012
Nov. 20, 2012
Nov. 27, 2012
Dec. 4, 2012
Dec. 11, 2012
Dec. 18, 2012
Dec. 25, 2012
Jan. 1, 2013
Jan. 8, 2013
Jan. 15, 2013
Jan. 22, 2013
Jan. 29, 2013
Feb. 5, 2013
Feb. 12, 2013
Feb. 19, 2013
Feb. 26, 2013
Mar. 5, 2013
Mar. 12, 2013
Mar. 19, 2013
Mar. 26, 2013
Apr. 9, 2013
Apr. 16, 2013
Apr. 23, 2013
Apr. 30, 2013
May 7, 2013
May 14, 2013
May 21, 2013
May 28, 2013
June 4, 2013
June 11, 2013
June 18, 2013
June 25, 2013
July 2, 2013
July 9, 2013
July 16, 2013
July 23, 2013
July 30, 2013
Aug. 6, 2013
Aug. 13, 2013
Aug. 20, 2013
Aug. 27,2013
Sep. 3, 2013
Sep. 10, 2013
Sep. 17, 2013
Sep. 24, 2013
Oct. 1, 2013
Oct. 8, 2013
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Your Official Bonus Time Network®

L ResorTime*

4 Luxury Escapes, Bonus Time Rates

Introducing ResorTime.com’s
Family Bundle Plan for only $19.95

Attention ResorTime.com Owner Premier Members — your family
members can now save up to 45% off their vacations with the Family
Bundle Plan. Through this plan your family can book their own travel
accommodations at Owner Rates extending to 120 destinations across
the US, Mexico, Canada and even Europe!

Sample Owner Premier Savings for Travel between Oct- Dec 2012:

HIGH DEMAND OWNER GENERAL

LOCATIONS PREMIER RATE PUBIC RATE SAVINGS
Hawaiian Islands $143 $459 $316
Las Vegas, NV $99 $279 $180
San Diego, CA $105 $359 $254
New York, NY $253 $480 $227
Orlando, FL $99 $219 $120
Tahoe, CA $58 $189 $137
Williamsburg, VA $69 $209 $140

Add Your Family Members:
Tell your family they can visit www.resortime.com/familybundlesignup
to create their Owner Premier Profile and start saving!

Special Offer: When your family members join the Family
Bundle plan by November 15th, use Promo Discount Code:
FAMILYOWNERS to save $10. Retail $29.95.

View full Family Bundle details at www.resortime.com/familybundle

Not a ResorTime.com Owner Premier Member Yet?
Sign up today at www.resortime.com/owner and upgrade your membership
to Premier for FREE using Promo Discount Code: OWNER Save $29.95!

9 GRAND PACIFIC RESORTS
Time Away...Time Together...

Owner Rental Program

Can't Make It This Year?
Take the Rental option!

The Grand Pacific Resorts
Owner Rental program:

® Has 15 years of successful rentals.

® Does all the work for you! If rented,
payment issued two weeks after the
check-out date.

e \Works through multiple rental channels
in order to bring the best rates and the
highest occupancy possible.

e Is no risk - in the event your week
does not rent, be sure to “opt-in” to
automatically bank your week with
Grand Pacific Exchange (GPX), GPR’s
internal exchange program, to rescue
your week for future use.

To get started, please fill out the
Annual Vacation Rental form online at
www.grandpacificresorts.com/rent

The agreement will provide all of the
terms, so please read the agreement
carefully before you submit it so you'll be
sure to understand how it works.

For rental questions and concerns,

email OwnerRental@gpresorts.com or
call 800-831-3027.

GPX Internal Exchange
With No Membership Fees

Grand Pacific Resorts internal exchange program, GPX, offers their owners
exclusive internal exchange options without the annual membership fees.

GRAND PACIFIC EXCHANGE

Search and Deposit Your Week at No Cost: search available exchange inventory
before you deposit your week and/or deposit your week for free. View available
exchange weeks at www.gpxvacations.com/exchange.

Enjoy Low Cost Exchange Fees: $99- $169.

Your ownership automatically gives you access to the GPX Internal Exchange Program.
Make sure you register your ownership to ensure you receive special exchange offers.

3 EASY STEPS To Regjister
Your Ownership TODAY!

1. Visit www.gpxvacations.com/login.html
2. Complete your Free Registration

3. Receive your user name and password
and start searching!

Now accepting 2013 deposits!

For Assistance, call 877.254.4866
Mon-Fri: 8am-6pm/Sat: 8am-4pm.



Meeting Highlights

® The election results were announced:
Incumbents Andrea Dangerfield, Ronald
Hansen and David Brown were re-
elected to the Board of Directors for a
two-year term.

* Owners’ forum topics included the
wonderful staff, the outstanding customer
service and the excellent condition of
the resort. The winner of the proxy email
contest was Erin Waterman.

® The meeting adjourned at 7:20pm.

September 12, 2012 Board of Directors’
Meeting Highlights — President Eric Siegel
called the meeting to order at Tom. All
Board Members were in attendance.
Management was also represented.

® The Board approved the Minutes from
the June 18, 2012 Board of Directors’
Meetings.

® An overview of resort operations was
presented.

® The Board received an overview of the
general  liability  (property/casualty),

(Continued from page 2)

Umbrella (excess liability), Directors and
Officers, Fidelity, Employment Practices
Liability and Workers” Compensation
policy renewals

® The Board approved an amendment to
the Marketing & Sales Agreement (David
Brown abstained)

® The meeting adjourned at 2pm.

Meeting Dates:

December 7, 2012 at 11am
Coronado Beach Resort, Owners Lounge

March 1, 2013 at Tpm
Grand Pacific Plaza, Carlsbad

June 19, 2013 Board & Annual Meeting
Coronado Community Center

September 11, 2013 at 1pm
Grand Pacific Plaza, Carlsbad

Note: If you wish to have a copy of the Minutes for your records, please send your
request along with a ($.63) stamped self-addressed envelope to Grand Pacific
Resort Services, L.P, 5900 Pasteur Court, Suite 200, Carlsbad, CA 92008, Attn: Lois
Sklar. Owners are welcome to attend any regular Board meeting. Board meeting
agendas are posted at the resort four days prior to the meeting. If you would like
a copy of the final agenda for any Board meeting mailed to you, please contact
your Resort Manager prior to the meeting. Since meeting times and location are
subject to change, please contact your Resort Manager in advance to reconfirm
the exact time and location.
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Coronado Beach Resort
1415 Orange Avenue
Coronado, CA 92118

619-522-6000
www.CoronadoBeachResort.com
Facebook: Coronado-Beach-Resort

Owner Services
5900 Pasteur Ct., Ste. 200
Carlsbad, CA 92008

888-477-6967
*International Owners 760-827-4100

Grand Pacific
Resort Management
5900 Pasteur Ct., Ste. 200
Carlsbad, CA 92008
760-431-8500
www.gprmgt.com

Assessment, Billing
& Collection

800-234-6222
www.advancedfinco.com

ResorTime.com
Your Bonus Time
Network Reservation Center
877-879-6805
ResorTime.com/GPR
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Board of Directors NOMINATION BEACH RESORT

The Annual Meeting of the Coronado Beach Resort will take place on June 19, 2013. There are two (2) Board of Director seats
open this year. Below is the information your Board of Directors needs to place your name in nomination for the Board Member
Election. Please include your background information and the reason you wish to serve on the Board of Directors. The space available
on the meeting notice is limited, so DO NOT SEND A RESUME. Please try to limit your input to the space provided on this form.
If you need more space, you may attach an additional page to this form.

In order to ensure your name is Name: Home Phone:( )
placed in nomination and appears Address: City: State: Zip:
on the proxy for consideration Educatien
by your fellow members, this T e
nomination form  must be
postmarked NO LATER THAN ~—
MARCH 29, 2013 (Certified, Objectives:
return receipt requested)
Please fill out and fold this form as indicated, affix postage and postmarked by March 29, 2013.
FOLD HERE
FOLD HERE
PLACE
POSTAGE
HERE

Vice President of Resort Operations
PO Box 4403
Carlsbad, California 92018-9986

CBR
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OWNERS ASSOCIATION, INC.

1415 Orange Avenue, Coronado, California 92118
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Independent Auditor’s Report

The Board of Directors and Owners
Coronado Beach Resort Owners Association, Inc

We have audited the accompanying statement of assets, liabilities and fund balance of
Coronado Beach Resort Owners Association, Inc., as of June 30, 2012, and the related
statements of revenues and expenses and changes in fund balance, and cash flows for
the year then ended. These financial statements are the responsibility of the Association’s
management. Our responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides
a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of Coronado Beach Resort Owners Association, Inc., at June
30, 2012, and the results of its operations and its cash flows for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

Accounting principles generally accepted in the United States of America require that
the supplementary information on future major repairs and replacements on Page 7 be
presented to supplement the basic financial statements. Such information, although not
a part of the basic financial statements, is required by the Financial Accounting Standards
Board, who considers it to be an essential part of financial reporting for placing the basic
financial statements in an appropriate operational, economic, or historical context. We
have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America,
which consisted of inquires of management about the methods of preparing the information
and comparing the information for consistency with management’s response to our inquires,
the basic financial statements, and other knowledge we obtained during our audit of the
basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to
express an opinion or provide any assurance.

PKF
Certified Public Accountants
A Professional Corporation

August 31, 2012




CORONADO
BEACH RESORT

OWNERS ASSOCIATION, INC.

Statement of Assets,
Liabilities and Fund Balance
June 30, 2012

Assets
Cash and cash equivalents
Assessments and other receivables
Prepaid expenses
Prepaid income taxes
Deferred income taxes
Due from (to) other fund
Total assets

Liabilities and Fund Balance
Accounts payable and accrued liabilities
Amounts due to related parties
Deferred assessments and other revenue
Total liabilities
Fund balance
Total liabilities and fund balance

See notes to the financial statements

Operating Replacement

Fund Fund Total
$697,907 $692,111  $1,390,018
964,744 236,225 1,200,969
102,706 - 102,706
378 - 378
- 79,242 79,242
14,792 (14,792) -
$1,780,527 $992,786 $2,773,313
$63,231 $2,440 $65,671
65,430 - 65,430
1,636,446 632,999 2,269,445
1,765,107 635,439 2,400,546
15,420 357,347 372,767
$1,780,527 $992,786 $2,773,313




CORONADO
BEACH RESORT

OWNERS ASSOCIATION, INC.

Statement of Revenues and Expenses and
Changes in Fund Balance

Year Ended June 30, 2012

Revenues
Assessments
Interest
Rooms and other

Total revenues

Expenses
Front office
Housekeeping
Owner relations and guest activities
Administration/sales & advertising
Repairs, replacements and maintenance
Telephone and utilities
Fixed expenses
Provision for income taxes
Provision for doubtful accounts

Total expenses

Excess (deficiency) of revenues
over expenses

Fund balance,
beginning of year

Fund balance,
end of year

See notes to the financial statements

Operating Replacement

Fund Fund Total
$1,613,861 $426,273  $2,040,134
1,116 1,677 2,793
229,272 8,692 237,964
1,844,249 436,642 2,280,891
281,982 - 281,982
334,158 - 334,158
125,973 - 125,973
273,326 3,979 277,305
215,486 392,916 608,402
163,169 - 163,169
394,230 - 394,230
800 3,372 4,172
72,020 18,375 90,395
1,861,144 418,642 2,279,786
(16,895) 18,000 1,105
32,315 339,347 371,662
$15,420 $357,347 $372,767




CORONADO
BEACH RESORT

OWNERS ASSOCIATION, INC.

Statement of Cash Flows
Year Ended June 30, 2012

Operating Replacement
Fund Fund Total

Cash flows from operating activities

Excess (deficiency) of
revenues over expenses $(16,895) $18,000 $1,105

Adjustments to reconcile excess (deficiency)
of revenues over expenses to net cash
provided by operating activities

Deferred income taxes - 3,372 3,372
(Increase) decrease in operating assets
Assessments and other receivables 109,534 17,620 127,154
Prepaid expenses 4,404 - 4,404
Prepaid income taxes (378) - (378)
Due from (to) other fund (66,299) 66,299 -

Increase (decrease) in operating liabilities

Accounts payable and accrued liabilities  (59,365) (33,499) (92,864)
Income taxes payable - (82,086) (82,086)
Amounts due to related parties (108,415) (2,217) (110,632)
Deferred assessments and other revenue (11,270) (2,363) (13,633)
Net cash used in
operating activities (148,684) (14,874) (163,558)
Net decrease in cash (148,684) (14,874) (163,558)
Cash and cash equivalents
at beginning of year 846,591 706,985 1,553,576
Cash and cash equivalents
at end of year $697,907  $692,111 $1,390,018
Supplemental disclosure of cash flow information:
Cash paid for income taxes $84,800

See notes to the financial statements




Notes to the Financial Statements
June 30, 2012

Note 1 - Association and membership

Coronado Beach Resort Owners Association, Inc. (the Association) was incorporated on May 11, 1992 as a
California mutual benefit corporation with the specific and primary purpose of promoting the interests and
welfare of the owners of vacation intervals situated in the project known as Coronado Beach Resort in Coronado,
California. The Association is comprised of 2,110 Class A memberships for annual owners and 1,186 Class B
memberships for biennial owners. Annual memberships are entitled to two votes, and biennial memberships
are entitled to one vote.

In accordance with the Association’s by-laws, each vacation interval owner is subject to basic, special and
personal charge assessments by the Association.

Note 2 - Summary of significant accounting policies

Basis of accounting

The financial statements of the Association have been prepared on the accrual basis of accounting. Accordingly,
all significant receivables, revenues and gains are recognized when earned and expenses, liabilities and losses
are recognized when incurred.

Fund accounting

The Association uses fund accounting, which requires that funds, such as the operating fund and the
replacement fund, be classified separately for accounting and reporting purposes. Disbursements from
the operating fund are generally at the discretion of the Board of Directors and Association management.
Disbursements from the replacement fund generally may be made only for designated purposes and at the
discretion of the Board of Directors.

Cash equivalents

The Association considers all highly liquid temporary investments with original maturities generally of three
months or less when purchased to be cash equivalents. Cash equivalents include investments in a money market
fund held with a brokerage firm.

Concentrations of credit risk

The Association’s interest bearing deposit accounts are insured by the Federal Deposit Insurance Corporation
(FDIC) up to $250,000. At June 30, 2012, the Association has balances in excess of insured amounts. The
Association also maintains money market accounts with a brokerage firm that does not participate in FDIC
or SIPC insurance programs. Therefore, all money market accounts are uninsured. The Association has not
experienced any losses in such accounts. Management believes the Association is not exposed to significant
credit risk relating to cash or money market accounts.

Assessments and deferred assessments

For the year ended June 30, 2012, each annual vacation membership owner was generally assessed $651, $750
and $802 for studio, one and two bedroom units, respectively, inclusive of the replacement fund assessment.
Biennial vacation membership assessments are one-half of the annual membership assessment amount. Under
this program, units within this unit type originally purchased can be used once every two years.

For the year ending June 30, 2013, the annual assessment of $664 (studio), $764 (1 bedroom), and $818 (2
bedrooms), inclusive of the replacement fund assessment, is included in deferred assessments until earned.

Allowance for doubtful accounts
Assessments receivable at June 30, 2012 consist principally of advance assessment billings for the year ending
June 30, 2013. Accordingly, an allowance for doubtful accounts has not been established as of June 30, 2012.

All assessments are due and payable within ten days after the interval owner is billed. Interest, at rates
determined by the Board, is charged on delinquent assessments. The Association may suspend rights and
privileges of interval owners with delinquent assessments as defined in the by-laws. The Association’s policy is
to write-off all unpaid assessment receivables not collected by June 30th of the year in which the assessment
pertains. Subsequent collection is recognized as a bad debt recovery in the year received, which is netted with
the provision for doubtful accounts on the statement of revenue, expenses and changes in fund balance.

Property and equipment

Ownership of the commonly owned assets is vested directly or indirectly in the interval owners, and those
assets are not titled in the Association’s name. As a result, commonly owned assets are not presented in the
Association’s financial statements.

Replacement fund assessments

The Association has designated certain amounts as replacement funds to provide for the payment of future
repair and rehabilitation expenditures, as specifically approved by the Association’s Board of Directors. The
Association’s replacement fund program is subject to a reserve analysis study. The most recent study conducted
in March 2012 was prepared by Association Reserves San Diego, LLC, who specializes in the preparation of
reserve studies. The preparation of the reserve analysis is based upon certain assumptions in regards to existing




reserve fund balances, inflation and investment rate factors, the estimated life span and the current cost of the
reserve items. Furthermore, there will usually be differences between the projected and actual results, because
events and circumstances frequently do not occur as expected, and those differences may be material.

Based on the study and the estimates contained in the underlying report, Association management believes
the existing replacement funding program, together with the future business plan, is adequate to meet future
repair and rehabilitation expenditures. Should such funds not be adequate, or if additional funds are needed,
the Association has the right, subject to certain limitations, to increase the annual assessments, pass special
assessments, or delay the expenditures until funds are available.

Presentation of certain taxes
The Association collects various taxes, generally occupancy taxes, and remits these amounts to applicable
taxing authorities. The Association’s accounting policy is to exclude these taxes from revenues and expenses.

Use of estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect the amounts reported as
assets, liabilities, revenues, expenses and related disclosures. Actual results could differ from these estimates.

Subsequent events

Subsequent events are events or transactions that occur after the statement of assets, liabilities and fund
balance date but before the financial statements are available to be issued. The Association evaluates all
subsequent events and transactions to determine whether any transaction needs to be recognized or disclosed.
The Association has evaluated all subsequent events through August 31, 2012, which is the date the financial
statements are available to be issued, and has determined no events or transactions need to be recognized or
disclosed in these financial statements.

Note 3 - Related parties

Management agreement

The Association is operated under a Management Agreement (the “Agreement”) dated March 24, 1994 with a
professional property management company, Grand Pacific Resort Services, L.P, (“GPRS"), a California limited
partnership. The Association’s management fee budget is within guidelines established by the California
Department of Real Estate. Management fees under this agreement were $198,295 for the year ended June
30, 2012, of which, $162,575 is allocated as fixed expenses under the operating fund and $35,720 is allocated as
repairs, replacements and maintenance under the replacement fund.

Other

In addition, the Association shall compensate GPRS and other affiliated companies for other services
provided, including but not limited to assessment billing and collection, accounting and computer services,
file and reservation system maintenance, owner relations service and Board of Directors and member meetings
coordination. The Association also reimburses GPRS for any out of pocket expenses paid. At June 30, 2012, the
Association owed GPRS and other affiliated companies $65,430 for services provided.

Unit week inventory

The Association and Advanced Commercial Corporation (“ACC") entered into an agreement regarding
unpurchased vacation intervals. ACC will bear the cost of foreclosing, deeding back, marketing and reselling
the unpurchased vacation intervals. The Association will no longer receive the net proceeds from the sale but
is responsible for property taxes on unpurchased vacation intervals. In addition, in accordance with a sales and
marketing agreement, ACC is no longer responsible for assessments on unpurchased vacation intervals.

Inventory management agreement

The Association entered into an inventory management agreement with GPRS. Under this agreement, GPRS will
use its centralized management of resort interval inventory to maximize owner use of the property, ensure quality
outbound exchanges for owners who wish to vacation elsewhere, and GPRS will guarantee the transient room
revenue the Association budgeted for the upcoming year. The Association agrees to permit GPRS to manage,
allocate and control resort room inventory, and to use all room inventory that is not occupied. The Association
recognized $108,980 in guaranteed room revenue for the year ended June 30, 2012.

Note 4 - Hotel membership fee

The Association has entered into an agreement with Loews Coronado Bay Resort, whereby association owners
are permitted to use the facilities and amenities that are available to the Resort’s guests. The agreement has
been extended for one additional one year period commencing November 26, 2011 and expiring November
25, 2012 with an annual payment of $88,100. The membership fee expense was $87,375 for the year ended
June 30, 2012.

Note 5 - Income taxes

For federal tax purposes, the Association has elected to be taxed under Internal Revenue Code Section 528 as
an exempt organization. The Association is taxed on its non-exempt income less expenses directly connected
with the production of the non-exempt income. Exempt function income is not subject to tax. Income tax is
calculated at 32% of taxable income.

For state tax purposes, the Association is organized as a non-exempt membership organization and is taxed on




its excess nonmember income (principally interest and usage by nonmembers) at the normal corporate tax rates.
For the year ended June 30, 2012, federal and state income tax expense consists of the following components:

Current

Federal $ -
State 800
800

Deferred
Federal 2,642
State 730
3,372

Total income tax expense $4,172

Deferred income taxes were created from the telecommunication agreement (Note 7) as a result of differing
treatments under accounting principles generally accepted in accordance with the United States of America and
the currently enacted federal and state tax laws. The results of this difference, known as a temporary difference,
results in recognition of the following deferred tax asset using the Association’s effective tax rate of 32% for
federal and 8.84% for state:

Federal State Total

Deferred tax assets $62,090 $17,152 $79,242

Uncertain tax positions

The Association identifies and evaluates all uncertain tax positions and believes the positions taken are more-
likely-than-not to be sustained upon examination for all open tax years. The Association is no longer subject
to U.S. federal or California income tax examinations by tax authorities for fiscal years before 2009 and 2008,
respectively.

Note 6 - Operating lease

Effective December 9, 1996, the Association has leased telecommunication equipment from GPRS, an affiliate.
The Association has also granted GPRS the exclusive right to provide local and long distance services and
operator assisted services. The term of the lease is five years and is continuously renewable for an additional
year, unless terminated in accordance with the lease agreement. The Association pays approximately $1,849 per
month (subject to annual cost of living increases) for the leased equipment and remit user charges in accordance
with the agreement. Telephone expense totaled $35,191 at June 30, 2012 including operating lease payments
and charges incurred with long distance carriers.

Note 7 - Telecommunications site lease agreements

OnJanuary 1, 2011, the Association, Coronado Beach Resort, LTD and GPRS (Lessors) entered into an agreement
with AP Wireless Infrastructure Partners (APWIP) granting to APWIP a 25 year easement and assigning the
Lessors' rights under the AT&T and T-Mobile cell tower leases. In exchange, the Lessors received $424,193 at
the execution of the agreement. The Association is entitled to and has received approximately 50% of the sales
price, which is $220,038. The proceeds, net of expenses were recorded as deferred revenue on the statement of
assets, liabilities and fund balance and will be recognized as revenue on a monthly basis over 25 years. Revenue
recognized for the year ended June 30, 2012 was $8,692.

Supplementary Information on Future Major Repairs and Replacements

June 30, 2012
(Unaudited)

Association Reserves San Diego, LLC conducted a study in March 2012 to estimate the remaining useful lives and
the replacement costs of the components of common property. The estimates were based on future estimated
replacement costs. Funding requirements consider an annual inflation rate of 3% and interest at 1% on amounts
funded for future major repairs and replacements.

The following table is based on the study and presents significant information about the components of
common property.

Recommended Fiscal

Estimated Remaining Estimated Current Year 2012/2013
Components Life in Years Replacement Costs Funding Requirement
Buildings 0-18 $2,627,00 $177,849
Furniture and fixtures 0-6 1,500,263 251,784
Totals $4,127,263 $429,633




