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2016 was a good year for Ojai Oil Company’s “bottom line”, not so much in the oil business, but excellent in self
storage. Our occupancy in all storage facilities continued to hold at close to 92%, with rental rates increasing
faster than the cost of living due to an undersupply of storage. Our managers at our newly purchased facility in
Big Bear Lake have done an excellent job in bringing occupancy from 73%, when we purchased it in March 2016,
to 92% today, even considering the epic snow fall into 2017!
With the purchase of the Big Bear storage facility in March 2016, and the pending purchase of our second Las
Vegas storage location, we are proud to be growing. This growth requires us to add an additional property
manger to the corporate office
Regarding our oil business, our partners in our South Mountain lease, PRE Energy of Denver, have continued
operating the four wells which are producing about 20 BBLs/day together. With oil futures prices hovering
around $50/BBL, PRE Resources has decided to forgo additional drilling in this field. We have agreed with them.
In Upper Ojai, our 13 wells continue to pump away. We spent $160,000 in reworking one well over two years
which did not improve its production, and in fact caused a major water disposal problem. As a result, we are
running this well just a few days per month, taking what oil we can into our production lines. At this time, our
geologist is working on deepening a well a few hundred feet in order to reach the now famous Monterey
Formation which may yield a little higher production. This project may start this summer and cost approximately
$350,000.
One large change you will notice on our financial statements the last two years, is an increase and readjustment
of our depreciation expense and prepaid income taxes. This is due to our work on cost segregation. The easiest
way to explain cost segregation is that it is a method to depreciate our large real estate assets by splitting them
in to their individual pieces and depreciating each piece separately. Doing so accelerates our assets’
depreciation, thus increasing our depreciation expense and our prepaid taxes.
In reviewing our economic data as supplied in this report, you will note income per share increased 22.5% over
2015. A dividend of $1.20 per share, amounting to $348,858 was paid in December to stockholders of record as
of December 1st,2016. There were 290,715 shares outstanding as of December 31, 2016. Retained earnings
increased by $1,061,165.
As mentioned with our dividend statement, our annual meeting will be held at the Las Posas Country Club on
Fairway Drive in Camarillo on Tuesday, April 18th at 10 a.m. We hope to see you there.
Sincerely,

C. Douglas Off
President
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3 Year Overview

Gross Revenues
$ in thousands

Net Cash Flow from Operations
$ in thousands
-6%

13%

16

7,401

16

15

6,560

15

14

6,342

14

Pre-tax Profit
$ in thousands
16

2,338

14

9,326

16

9,238

15

8,633

5.40

-27%
418
569

14

980

Gross Revenue from Storage Facilities
$ in thousands
17%
989,856

16

15

921,824

15

14

922,012

14

Average Monthly Rent per Occupied Sq Ft
in dollars
4%

6,795
5,784
5,089

Capital Improvements and R&M
$ in thousands
6%

16

14

4.04

Oil Revenue
$ in thousands

Storage under management
in square feet
7%
16

4.95

14

1%

15

23%

15
2,407

16

15

1,075

16

1,818

14

Oil Production
in barrels

1,400

Earnings per Share
in dollars

29%

15

1,313

1.13

16

1.09
1.03

3

561

15

529

14

587
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inancial Data

Dollar amounts in thousands, except for per share amounts and shares outstanding
For the years ended December 31,
LT O O
AT O
Revenues
Expenses
Operating Income
et Income
Earnings per common share
A C AL O T O
Total assets
Long term debt
Stockholders equity
D D D
A
A
O T TA D

O

AT

LT

D

$7,401
4,832
2,569
1,440
4.95

$6,560
4,611
1,949
1,178
4.04

$6,342
4,329
2,013
1,574
5.40

$6,355
4,604
1,751
1,081
3.71

$5,741
3,382
1,909
1,112
3.82

23,064
3,127
16,931
1.20
290,715

20,381
3,518
15,801
1.07
291,213

20,391
3,885
15,404
1.00
291,213

19,422
4,230
14,128
.93
291,313

19,646
4,585
13,266
.90
291,313

O (amounts in thousands)

Oil Operations

e enues
Operating e penses
nco e fro oil operations

Revenues from oil production operations and royalty income decreased again by 27% this year due to the
continued low price of oil globally. Our operating expenses decreased slightly as we did very little work on our
existing wells.
At the moment, the price of WTI crude oil is remaining somewhat stable at $48/BBL. Our oil production will
gradually decline unless we attempt to expand it. Thus, we are currently planning an attempt to deepen a well in
Upper Ojai. If the project is successful, we may deepen other wells.
Early in 2017, we leased out our organic olive oil orchard to a local farmer. They have agreed to send us enough
olive oil for our office to have available for those who want it.
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elf torage Operations

e enues
Operating e penses
nco e fro self storage operations
Self Storage Operations comprises properties which Ojai Oil Company either owns entirely or has a partial
ownership. At the end of March 2016, we acquired Statewide Mini Storage in Big Bear City and rebranded it as
olden State Storage, so this portfolio now comprises 10 self storage facilities.
Revenues were up approximately 17% due to a steady increase in occupancy, increased prices for new rental
units due to the demand for storage, reduced move in discount incentives, rental increases for longer term
tenants and selling more tenant protection plans which satisfies the insurance provision of our rental
agreement .
Advertising expenses were down as we reduced online advertising across the board and greatly reduced the use
of aggregators. We continue to use the aggregator in which we have an ownership interest. Repair and
maintenance expense was up as we continue to repair and improve our buildings to maintain their appeal. The
majority of the improvements were at our olden State Storage Big Bear facility. The improvement in
occupancy, rental rates and income has been dramatic both faster and higher than we had forecast.
anage

roperties ee nco e

e enues
The Managed Properties group comprises four self storage facilities and two mineral trusts. The four storage
facilities performed strongly for the same reasons as set out above, while the two mineral trusts had lowered
income and thus management fee due to the continued low price of oil. Renewed fracking interest in Texas
may revive the royalty income stream for these two trusts. Overall, managed properties fee income was up just
under 9%.
Office uil ing Operations

e enues
Operating e penses
nco e fro office l g operations
We are in final negotiations to lease the balance of the downstairs to our existing tenant. A new six year lease
was signed in February 2017 for 5,315 rentable square feet upstairs. We are continuing to market and show the
remaining 6,404 R.S.F. vacant office space in this changing commercial real estate market.
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eneral an A

inistrati e

penses

penses
eneral and Administrative Expenses not including depreciation or a provision for income taxes for 2016
increased over 2015 by 11%. These expenses include office staff wages, professional services, medical and
workers’ compensation expenses, office rent, director fees, profit share 401 k costs, and other costs associated
with managing our properties.
Wages for 2016 were $27,079 higher compared to 2015. This increase was due to an approximately $4,000
increase in 2016 bonuses and an average 3.9% increase over 2015 wages.
Medical costs were $97,806 higher compared to 2015. This increase was due to a write off of prior years’
receivable from the group medical plan of approximately $41,000 and an increase of approximately $57,000 in
medical insurance premiums as a result of the Affordable Care Act.
Professional services were $20,774 higher compared to 2015. This increase was due mainly to an increase of
approximately $14,000 in legal costs and a $5,000 payment for lines of credit renewal fees.

Ac uisition an De elop ent
As previously mentioned, in early 2016 we purchased a new self storage facility in Big Bear City, CA which has
done very well.
Throughout the remainder of 2016, we evaluated the purchase of a few other locations, but focused mainly on
freeing up and raising capital so we can participate in the purchase of a capital intensive self storage facility.
We looked at various options for raising capital. With interest rates expected to rise, we decided on a large fixed
term loan supported by collaterali ing three of our storage facilities. As of writing, we are in the final stages of
closing this $12.5M loan. We are also increasing and creating new lines or credit. Along with rising interest rates,
we expect the cap rates of self storage facilities on the market to also rise.
With this new capital, we plan to purchase additional self storage facilities in the coming year. Recently, we have
entered escrow on a facility in western Las Vegas. We anticipate this purchase to close by the end of March
around the same time as our large loan. As some of our current facilities are already in great locations, we will
potentially expand and redevelop a few of them. This year, we plan to start with the redevelopment of one of
our joint owned storage facilities in Santa Fe Springs. Once our new Las Vegas property closes and our capital is
freed up, we are hoping to either purchase or build another larger storage facility within the year.
The Company also continues to consider investments in other commercial real estate, private equity, and
venture capital.
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INDEPENDENT ACCOUNTANTS’ REVIEW REPORT

To the Board of Directors,
Ojai Oil Company
Camarillo, California
We have reviewed the accompanying financial statements of Ojai Oil Company (a California Corporation), which comprise
the balance sheet as of December 31, 2016 and 2015 and the related statements of comprehensive income, changes in
stockholders� equity, and cash flows for the years then ended, and the related notes to financial statements. A review includes
primarily applying analytical procedures to management�s financial data and making inquiries of Company management. A
review is substantially less in scope than an audit, the objective of which is the expression of an opinion regarding the financial
statements as a whole. Accordingly, we do not express such an opinion.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of the financial statements in accordance with accounting
principles generally accepted in the United States of America; this includes the design, implementation, and maintenance of
internal control relevant to the preparation and fair presentation of the financial statements that are free from material
misstatement whether due to fraud or error.
Accountants’ Responsibility
Our responsibility is to conduct the review engagements in accordance with Statements on Standards for Accounting and
Review Services promulgated by the Accounting and Review Services Committee of the AICPA. Those standards require us
to perform procedures to obtain limited assurance as a basis for reporting whether we are aware of any material modifications
that should be made to the financial statements for them to be in accordance with accounting principles generally accepted in
the United States of America. We believe that the results of our procedures provide a reasonable basis for our conclusion.
Accountants’ Conclusion
Based on our reviews, except for the issue noted in the Known Departure From Accounting Principles Generally Accepted in
the United States of America paragraph, we are not aware of any material modifications that should be made to the
accompanying financial statements in order for them to be in accordance with accounting principles generally accepted in the
United States of America.
Known Departure From Accounting Principles Generally Accepted in the United States of America
The Company�s financial statements do not disclose supplemental information on its oil and gas production activity reserve
quantities; discounted cash flows; capitalized costs; costs incurred for property acquisition, exploration and development
activities; and financial statement amounts for geographic areas with proved reserves, as well as those of equity investments
with reserves. Disclosure of that information is required by accounting principles generally accepted in the United States of
America; however, management is currently evaluating the application of the reporting requirement and its relationship to the
Company�s oil and gas production activities.

Glendale, California
February 10, 2017
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D C MB R 31, 2016 A D 2015

Restated
CURRENT ASSETS
Cash and cash equivalents
Short term investments
Marketable equity and debt securities available for sale
Prepaid expenses and refundable income taxes
Rent and oil sales receivable
Deferred tax benefit
Total current assets
I

STM TS
General partnerships, at equity
Other investments, at cost
A D, BUI DI GS A D
UIPM T
ess depreciation, depletion and amortization
et land, building and equipment

D FF R D TA B
OT R ASS TS

7 ,50
, 17
1,2 3,66
5, 2
10 ,711
1 ,2 6
3,22 , 3

1,632
55,6
1,3 2,3
,0
60,07
10 ,55
,1 6, 5

1,622,055
3 7,367
2,00 , 22

1,613, 02
3 7,617
2,001, 1

2 ,7 2,755
(11,023, 6)
17,71 , 5

2 ,023, 5
(10,160,522)
13, 63,323

106,1 6

1 7, 3
172, 7

Total assets

23,06 ,316

20,3 1,5 2

CURR T IABI ITI S
Current portion of long term debt
Accounts payable and accrued liabilities
ines of credit
Deferred revenue
Total current liabilities

3 2,03
27 ,171
1,573,301
12 ,727
2,372,237

36 , 52
325,2
,130
7 1, 26

2 6,16

2 0,3 5

OI W

FIT

2,

S ABA DO M

D F RR D TA

T R TIR M

T OB IGATIO

IABI ITI S

O G T RM D BT
Total liabilities
STOCK O D RS
UIT
Capital stock stated value, 750,000 shares authorized; shares
issued and outstanding, 2 0,715 in 2016 and 2 1,213 in 2015
Accumulated other comprehensive income
Retained earnings
Total stockholders equity
Total liabilities and stockholders equity

See independent accountants review report
and accompanying notes to financial statements.
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3 7,

5

3,127,

1

3,51 ,2 7

6,133,3 2

,5 0, 1

1 5, 5
10 ,202
16,630, 1
16, 30, 7

1 5, 5
35,557
15,56 ,753
15, 01,16

23,06 ,316

20,3 1,5 2

ARS

D D D C MB R 31, 2016 A D 2015
Restated

REVENUES
Oil and gas sales and royalties
Rental income from self storage facilities
Rental income from office building
quity income from self storage partnerships
Management fee income
Other income
Total revenues

1 ,1 2
5,322,656
23 ,1 5
6 ,757
377,27
175,256
7, 01,2

56 ,0 7
,355,15
2 5,2
1 ,3 7
3 6,06
17 , 63
6,55 ,7

OPERATING E PENSES
Oil and gas operating expenses
Self storage operating expenses
Office building operating expenses
Other operating expenses
General and administrative expenses
Depreciation, depletion, amortization and accretion expense
Total operating expenses

2 ,3 5
2,0 1, 2
121, 66
,072
1, 71,771
,575
, 32,503

03,0
1,637,610
1 ,10
103, 3
1,32 ,1 3
5 ,23
,611,023

2,56 ,7 1

1,

Operating income

OT ER INCOME E PENSE
Interest expense
Interest and dividend income
Gain on investments
Total other income (expense)

(31 ,22 )
72,6 6
10,571
(230, 61)

Income before provision for taxes on income
Provision for taxes on income
Net income

,761

(2

,
)
7 , 17
3 ,2 3
(130,67 )

2,337, 20

1, 1 ,0 7

7, 17

6 0,273

6 ,6 5

( 2,57 )

asic earnings per share

OT ER COMPRE ESIVE INCOME NET OF TA
Unrealized holding gains (losses) arising during the period
Comprehensi e income

See independent accountants review report
and accompanying notes to financial statements.
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ARS

D D D C MB R 31, 2016 A D 2015

Capital Stock
umber of
Stated
Shares
alue
A ANCE December
as pre iously reported
Prior period adjustment ( See note 13)
A ANCE December
Restated

2 1,213

1 5, 5

2 1,213

1 5, 5

Comprehensive income
et income (Restated see note 13)
Other comprehensive income
Unrealized loss on marketable
securities, net of deferred
income taxes of 62,2 3

15,07 , 23
(376,2 6)
1 ,703,537

12 ,136
12 ,136

Restated

2 1,213

1 5, 5

)

15,56 ,753

35,557

2 0,715

(2 , 0)
(3 , 5 )
1 5, 5

16,630, 1

See independent accountants review report
and accompanying notes to financial statements.
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( 2,57 )
)

15, 01,16

1, 3 , 03

6 ,6 5
)

15, 03, 13
(376,2 6)
15,027,527

(311,5

1, 3 , 03

(

Total

1,177, 1

( 2,57 )
(311,5

Comprehensive income
et income
Other comprehensive income
Unrealized loss on marketable
securities, net of deferred
income taxes of 53, 16
Redemption of stock
Cash dividends
A ANCE December

Retained
arnings

1,177, 1

Cash dividends
A ANCE December

Accumulated
Other
Comprehensive
Income

10 ,202

6 ,6 5
(2 , 0)
(3 , 5 )
16, 30, 7

ARS

D D D C MB R 31, 2016 A D 2015
Restated

CAS

F OWS FROM OPERATING ACTIVITIES
et income
Adjustments to reconcile net income to net cash provided
by operating activities
Depreciation, depletion, amortization and accretion
Deferred income taxes
Income from partnerships
Gain on investments
(Increase) decrease in assets and increase (decrease) in liabilities
Prepaid expenses and refundable income taxes
Rent and oil sales receivable
Other assets
Accounts payable and accrued liabilities
Deferred revenue
et cash provided by operating activities

1, 3 , 03

1,177, 1

,575
5 1,726
(77 ,252)
(10, 33)

5 ,23
(53,6 )
(72 ,1 1)
(3 ,2 3)

( 07,7 )
( ,637)
3 , 06
( 7,073)
0,5 7
1,313,16

107,003
5,017
( 5,201)
23, 11
(5,7 0)
1,3 ,7 0

CAS F OWS FROM INVESTING ACTIVITIES
Purchase of property and equipment
Purchase of marketable securities and other investments
Proceeds from sale of marketable securities and investments
Distributions from partnerships
et cash provided by (used in) investing activities

( ,722, 7)
(1 ,661)
3 7,66
766,250
(3,753,6 )

( 3 ,607)
(30 ,267)
53,6
752,000
61, 25

CAS F OWS FROM FINANCING ACTIVITIES
Proceeds from lines of credit
Payments on lines of credit
Principal payments on long term debt
Payment of dividends on capital stock
Redemption of capital stock
et cash provided by (used in) financing activities
Increase (decrease) in cash and cash equivalents

,350,0 0
(2,776,73 )
(367,170)
(3 , 5 )
(2 , 0)
27,3 3
(1,613,12 )

CAS

AND CAS

E UIVA ENTS beginning of year

2,

Cash and cash equivalents, end of year
SUPP EMENTA DISC OSURES OF CAS
Cash paid during the year for
Income taxes
Interest

1,632
7 ,50

(3 5,0
(311,5

)
)

(656,6 6)
1,20 , 1
1,2 6,713
2,

1,632

F OW INFORMATION
1,075,000
31 ,22

See independent accountants review report
and accompanying notes to financial statements.
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Description of usiness and Summary of Significant Accounting Policies

Ojai Oil Company (the Company ) operations include the production and sale of oil and gas, income derived from oil
royalties, securities investments, the operation and management of self storage facilities, commercial and residential
buildings, participation in partnerships engaged in the operation of self storage facilities and communication towers.
The Company�s major business activities are located primarily in Southern California.
The Company�s significant accounting policies are as follows
Oil and Gas Property, Plant and quipment
The Company follows the successful efforts method of accounting for its oil and gas exploration costs. Under this
method, all costs for development wells, support equipment and facilities, proved mineral interests in oil and gas
properties and ARO asset are capitalized. Geological and geophysical costs are expensed when incurred. Costs of
exploratory wells are capitalized as xploratory Well Costs pending determination of whether the wells find proved oil
and gas reserves.
xploration costs capitalized in respect of exploration wells are written off unless (a) proved
reserves are booked or (b) they have found commercially producible quantities of reserves, and they are subject to
further exploration or appraisal activity in that either drilling of additional exploration wells is underway or firmly planned
for the near future. Proved oil and gas reserves can be estimated with reasonable certainty to be economically
producible from a given date forward, from known reservoirs, under existing economic conditions, operating methods
and governmental regulations. xisting economic conditions include prices and costs at which economic production
from a reservoir is to be determined.
ong lived assets to be held and used, including proved crude oil and natural gas properties, are assessed for possible
impairment by comparing their carrying values with their associated undiscounted, future net before tax cash flows.
vents that can trigger assessments for possible impairments include write downs of proved reserves based on field
performance, significant decreases in the market value of an asset (including changes to the commodity price forecast),
significant change in the extent or manner of use of or a physical change in an asset, and a more likely than not
expectation that a long lived asset or asset group will be sold or otherwise disposed of significantly sooner than the end
of its previously estimated useful life. Impaired assets are written down to their estimated fair values, generally their
discounted, future net before tax cash flows. For proved crude oil and natural gas properties, the Company assessed
that there was no impairment in the carrying value in 2016 and 2015.
Oil and gas properties, including all capitalized costs of proved crude oil and gas producing properties, are depreciated
and depleted using a unit of production method by individual field as the proved reserves are produced. The cost of
producing the well and future abandonment costs are amortized over proved developed reserves. The unit of
production rate for the amortization takes into account expenditures incurred to date, together with future capital
expenditure expected to be incurred in relation to these common facilities and excluding future drilling costs.
The capitalized costs of all other plant and equipment are depreciated or amortized over their estimated useful lives. In
general, the declining balance and straight line method are used to depreciate plant and equipment. Gains or losses are
not recognized for normal retirements of properties, plant and equipment subject to composite group amortization or
depreciation. Gains or losses from abnormal retirements are recorded as expenses, and from sales as Other income.
xpenditures for maintenance (including those for planned major maintenance projects), repairs and minor renewals to
maintain facilities in operating condition are generally expensed as incurred. Major replacements and renewals are
capitalized.
Revenue Recognition
Revenue from oil and gas sales is recognized at the fair value of consideration received or receivable, when the
significant risks and rewards of ownership have been transferred, which is when title passes to the customer. Revenue
from self storage, commercial and residential properties are recognized based upon rental agreements with the
occupants, which range from month to month to multiple years.

See accompanying notes and independent accountants� review report.
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Note

Description of usiness and Summary of Significant Accounting Policies Continued

ointly Controlled Assets
The Company exploration activity is conducted through a oint Operating Agreement ( OA ) with an entity that acquired
a 70 working interest in the wells, lease, all associated contractual interests, equipment and facilities on a portion of
the South Mountain property. The Company accounts for its own share of assets based upon its proportional share of
costs and liabilities under the OA. The acquiring entity operates the lease and allocates 30 of all income and
expenses to the Company.
Marketable quity and Debt Securities
The Company reports marketable equity and debt securities that are classified as available for sale, at fair value.
Changes in fair value, excluding other than temporary impairment, are reflected in other comprehensive income not
affecting retained earnings within stockholders� equity. Realized gains or losses are determined based upon the
acquisition cost of the specific securities sold.
and, Buildings and quipment
and, buildings and equipment are stated at cost. Depreciation and amortization are provided using the straight line
and double declining balance methods over the estimated useful lives of the assets which vary from 3 to 3 years.
Income Taxes
Income tax expense is based on reported income before income taxes. Deferred income taxes reflect the tax effect of
temporary differences between asset and liability amounts that are recognized for financial reporting purposes and the
amounts recognized for income tax purposes.
Temporary differences in the basis of assets and liabilities for financial statements and income tax reporting arise
primarily due to the following differences in deducting California franchise taxes; realized and unrealized gains and
losses on marketable equity and debt securities; income and expenses are reported on the cash basis of accounting for
income tax purposes; depreciation; amortization; depletion; and accretion.
Abandonment Retirement Obligations (ARO)
Asset Retirement Obligations are legal obligations associated with the retirement and removal of long lived assets. The
Company records the fair value of a liability for an asset retirement obligation when it is incurred. When the liability is
initially recorded, the Company capitalizes the cost by increasing the carrying amount of the related properties, plant
and equipment. Over time the liability increases for the change in its present value, while the capitalized cost
depreciates over the unit of production method. Asset retirement obligations for the future abandonment of the
Company�s oil wells are accounted for in accordance with the Assets Retirement and nvironmental Obligation Topic of
the FASB Accounting Standards Codification.
arnings Per Share
Basic earnings per share are calculated based on the weighted average number of capital stock shares outstanding during
the year.
Cash and Cash quivalents
For the purpose of the statement of cash flows, the Company considers cash and cash equivalents to include all cash
accounts, money market funds and bank sweep accounts. The Company maintains cash balances at several
institutions. Accounts at each institution are insured by the Federal Deposit Insurance Corporation up to 250,000. The
uninsured cash balances at December 31, 2016 was approximately 25 ,600.
Fair alue Measurements
The Company accounts for certain assets and liabilities at fair value. The hierarchy below lists three levels of fair value
based on the extent to which inputs used in measuring fair value are observable in the market. The Company
categorizes each of its fair value measurements in one of these three levels based on the lowest level input that is
significant to the fair value measurement in its entirety. These levels are
evel 1 inputs are based upon unadjusted quoted prices for identical instruments traded in active markets.
The Company�s evel 1 investments primarily include domestic equities, exchange traded funds, corporate
obligations and actively traded mutual funds.
evel 2 inputs are based upon quoted prices for similar instruments in active markets, quoted prices for
identical or similar instruments in markets that are not active, and model based valuation techniques for which
all significant inputs are observable in the market or can be corroborated by observable market data for
substantially the full term of the assets or liabilities. Where applicable, these models project future cash flows
and discount the future amounts to a present value using market based observable inputs including interest
rate curves.

See accompanying notes and independent accountants� review report.
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Note

Description of usiness and Summary of Significant Accounting Policies Continued

Fair alue Measurements (Continued)
evel 3 inputs are generally unobservable and typically reflect management�s estimates of assumptions that
market participants would use in pricing the asset or liability. The fair values are therefore determined using
model based techniques, including discounted cash flows. evel 3 consists primarily of investments in
commercial paper issued by an organization. Unobservable inputs used in these models are significant to the
fair values of the investments.
The Company measures certain assets, including its cost and equity method investments, at fair value on a
nonrecurring basis when they are deemed to be other than temporarily impaired. The fair values of these investments
would be determined based on valuation techniques using the best information available, and may include quoted
market prices, market comparables, and discounted cash flow projections.
Fair alue of Financial Instruments
The Fair alue Measurements and Disclosures Topic of the FASB Accounting Standards Codification (FASB ASC 25
10), requires disclosure of fair value information about financial instruments, whether or not recognized in the statement
of financial condition. In cases where quoted market prices are not available, fair values are based on estimates using
present value or other valuation techniques. Those techniques are significantly affected by the assumptions used,
including the discount rate and estimates of future cash flows. In that regard, the derived fair value estimates cannot be
substantiated by comparison to independent markets and, in many cases, could not be realized in immediate settlement
of the instruments. Certain financial instruments and all nonfinancial instruments are excluded from these disclosure
requirements. Accordingly, the aggregate fair value amounts presented do not represent the underlying value of the
Company.
The following methods and assumptions were used by the Company in estimating its fair value disclosures for financial
instruments
Certificates of Deposits
Fair values for certificates of deposits are estimated using a discounted cash flow analysis that applies interest
rates currently being offered on certificates to a schedule of aggregated contractual maturities on such time
deposits.
Available for Sale Securities
Investment securities (including trading account securities) Fair values for investment securities are based on
quoted market prices, where available. If quoted market prices are not available, fair values are based on quoted
market prices of comparable instruments. Fair values for available for sale securities are based on quoted market
prices, where available. If quoted market prices are not available, fair values are based on quoted market prices of
comparable securities.
Short Term Investments
The carrying value of short term investments approximate fair value. Management determined the fair value of
these investments approximates the estimated liquidation value of the organization issuing the debt securities.
Accounts Payable and Accrued xpenses.
The carrying amounts reported in the accompanying balance sheets for accounts payable and accrued expenses
approximate fair value.
ong Term Debt
Fair values of the Corporation�s notes are based on discounted cash flow analysis, based on the Corporation�s
current incremental borrowing rates for similar types of borrowing arrangements. The carrying amount reported in
the accompanying balance sheets approximates the fair value.
Investments
Investments are considered to be impaired when a decline in fair value is judged to be other than temporary. If the
cost of an investment exceeds its fair value, the Company evaluates, among other factors, general market
conditions, credit quality of debt instrument issuers, the duration and extent to which the fair value is less than cost,
and for equity securities, the Company�s intent and ability to hold, or plans to sell, the investment. For fixed income
securities, The Company also evaluates whether it has plans to sell the security or it is more likely than not that it
will be required to sell the security before recovery. Management also considers specific adverse conditions related
to the financial health of the economy and business outlook. Once a decline in fair value is determined to be other
than temporary, an impairment charge is recorded to other income (expense) and a new cost basis in the
investment is established.

See accompanying notes and independent accountants� review report.
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Note

Description of usiness and Summary of Significant Accounting Policies Continued

Investments in General Partnerships
The Company�s investments in partnerships are accounted for using the equity method for partnerships it owns an
interest greater than 20 and cost method for all others. The partnerships were not evaluated for impairment because
(a) it is not practicable to estimate their fair values due to insufficient information being available and (b) management
did not identify any events or changes in circumstances that might have a significant adverse effect on the fair value of
those investments. The Company did not identify any events or changes in circumstances that might have an adverse
effect on fair value.
stimates
The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ from those estimates.
Issues Accounting Standards ot et Adopted
FASB ASC 32 10 65 Transition Related to Accounting Standard Update o. 2010 3 xtractive Activities Oil and Gas
Reserve stimation and Disclosures. This requires entities with significant oil and gas activities to disclose information
about reserve quantities; discounted cash flows; capitalized costs; costs incurred for property acquisition, exploration
and development activities; and financial statement amounts for geographic areas with proved reserves, as well as,
those of equity investments with reserves. The adoption of the standard is for annual reporting periods ending on or
after December 31, 200 . The disclosures are not included with the financial statements since management is currently
evaluating the application of the standard and its relationship to the Company�s oil and gas production activities.
Financial Statement Presentation
Certain prior amounts have been reclassified in order to conform to the December 31, 2016 presentations.
Note

Mar etable E uity and Debt Securities

Cost and fair value of marketable debt and equity securities available for sale at December 31, 2016 and 2015, are as
follows
Gross
Gross
Unreali ed
Unreali ed
Fair
osses
Value
Cost
Gains
December 31, 2016
quity Securities
Common Stock
6 1, 6
162, 60
53, 2
272,
xchange Traded Funds
1 , 32
3, 62
Total equity securities
0, 00
2 6, 22
1,126, 22
.

.

.

Debt Securities
Corporate Obligations
Mutual Funds
Total debt securities
Totals

166,6 0
2 ,
1 6,5
1,076,

December 31, 2015
quity Securities
Common Stock
xchange Traded Funds
Total equity securities

65 ,26
150,00
0 ,277

Debt Securities
Corporate Obligations
Mutual Funds
xchange Traded Funds
Total debt securities

375,161
2 ,530
,606
53,2 7

Totals

1,261,57

.

1,6
1,6
2

135,725
61,361
1 7,0 6

.

.

.

2,66
1

0
.

,121

2,66

1,

.

,755

1,

0

1,

0

.

.

.

117, 61
.

1, 70
11 , 31
11 , 31

125,200
31,6 7
156, 7
1,2 3,66

7 3,
211,36
1,005,363
257,700
32,1
7,136
337,035
1,3 2,3

Available for sale securities are carried in the financial statements at fair value. et unrealized holding gains on
available for sale securities in the amount of 206,6 1 and 0, 2 for the years ended December 31, 2016 and 2015,
respectively, have been included in accumulated other comprehensive income.
See accompanying notes and independent accountants� review report.
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Note

and

uildings and E uipment

and, buildings and equipment consist of the following

Restated

Oil and gas property, plant and equipment
Royalty interests, surface fees and leases
Wells and abandonment costs
Buildings, well and supporting equipment
Total, at cost
ess accumulated depreciation, depletion, and amortization
Commercial property and equipment
and improvements, buildings and equipment, at cost
ess accumulated depreciation

1 3,652
5, 1
1, 61, 13
2,651,
(1,512,626)
1,13 , 5

1 3,652
2,575
1, 61, 12
2,5 ,13
(1,2 6,
)
1,311,6 1

21,1 ,035
( ,511,270)
11,6 2,765

17,112,516
( , 7 ,02 )
,23 , 2

and
Construction in progress

,

Depreciation, depletion, amortization, and accretion amounted to
Note

,575 and

7,236

16,5 0,001

,20 ,67
103,512
12,551,6 2

17,71 , 5

13, 63,323

5 ,2 0 in 2016 and 2015, respectively.

General Partnerships and Other In estments

The Company owns 50 and 33 interests in Golden State Storage (Santa Fe Springs, Gardena, orth ills 1) and
Golden State Self Storage Camarillo, respectively. Comparative combined condensed statements of assets and
liabilities and income statements for the partnerships are as follows
.

ASSETS
Current assets
and, building and equipment (net of depreciation)
and other non current assets

26,1 1

IA I ITIES AND CAPITA
Current liabilities
ong term debt
Partners� capital

INCOME STATEMENT
Revenue
Depreciation
Other operating expenses
et income

3 3,6 6

6,55 ,260

6,7 1,73

6,

7,135, 35

,

1

6,567
2,76 ,5 5
,12 ,32

2,
3,

6,

1

7,135, 35

3,60 , 6
2 6,731
1,55 , 73
1, 01,60

3,3 6,132
263,37
1,363,1 3
1,626,521

1, 06, 60

1,75 ,611

,

1 3,323
, 2
2,6

Other Investments include investments in real estate limited partnerships, Class A membership stock in a corporation,
and membership interest in a imited iability Company. These investments are carried at cost, which were 3 7,367
and 3 7,617 at December 31, 2016 and 2015, respectively.

See accompanying notes and independent accountants� review report.
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Note

ine of Credit

The Company has the following lines of credit
(a) In May 2013, the Company renewed a revolving line of credit for a maximum amount of 2,000,000 with a bank.
The note matures in May 201 , at which time all outstanding principal and accrued unpaid interest are due. The
note is personally guaranteed by officers of the Company and is secured by a deed of trust on a self storage facility
owned by the Golden State Self Storage partnership referred to in ote . The note is also collateralized with an
assignment of rents of the partnership. Terms of the note call for interest to be payable monthly at the rate of 1
over the Wall Street ournal Prime Rate and be no less than 5.25 per annum. There is no outstanding balance on
the line of credit as of December 31,2016 and 2015.
(b) In October 2013, the Company obtained a revolving line of credit with a bank for a maximum amount of 2,000,000,
for operational purposes. The note was renewed in une 2016 with a new maximum amount of 5, 50,000 and
maturity date in May 201 at which time all outstanding principal and accrued unpaid interest are due. The note is
secured by a deed of trust on a self storage facility in Santa Clarita and is guaranteed up to 2,000,000 by certain
officers of the Company. Terms of the note call for interest to be payable monthly at the rate of 1 over the Wall
Street ournal Prime Rate and be no less than .5 per annum. Terms of the note include financial covenants and
ratios, of which the Company is in compliance. The outstanding balance on the line of credit was 1,573,301 as of
December 31, 2016.
Note

Pro ision for Ta es on Income

The provision for taxes on income is based on income as reported in the financial statements. As the result of temporary
differences, as explained in ote 1, the provision for financial reporting differs from the taxes currently payable. The
Company files income tax returns in the U.S. federal jurisdiction and state of California. The Company is no longer
subject to federal and state income tax examinations by tax authorities for years before 2012.
The Company follows the provisions of uncertain tax positions as addressed in FASB ASC 7 0 10. The Company
recognized no increase in the liability for unrecognized tax benefits. The Company has no tax position at December 31,
2016 and 2015 for which the ultimate deductibility is highly certain but for which there is uncertainty about the timing of
such deductibility. The Company recognizes interest accrued related to unrecognized tax benefits in interest expense
and penalties in operating expenses. o such interest or penalties were recognized during the periods presented. The
Company had no accruals for interest and penalties.
The provision (credit) for taxes on income consists of the following

(Restated
.

Current
Deferred

316,1 0
5 1,727

6 3, 22
(53,6 )

7, 17

6 0,273

Components of deferred tax assets and liabilities are as follows
.

Deferred tax assets
Unrealized loss on investments
Asset retirement obligations
Depreciable assets
Accrued expenses
Prepaid expenses

13,
6 ,626

Deferred tax liabilities
Depreciable assets
Unrealized gains on marketable securities
et deferred tax assets (liabilities)

50, 67
2, 27
171, 6

13,
60, 0
137,532
6 ,271
60, 6
3 1,11

12,073
,5 1
500,61

3 ,626
3 ,626

(32 ,150)

See accompanying notes and independent accountants� review report.
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306,

3

Note

Pro ision for Ta es on Income Continued

The net deferred tax benefit (liability) in the accompanying balance sheets includes the following components
Non Current Portion

Current Portion

Deferred tax assets
Deferred tax (liabilities)

106, 3
( ,5 2)
1 ,2 6

Note

1 3,1 5
(3 ,626)

6 ,626
( 12,071)

10 ,55

(3 7,

.

5)

3 6,11
(1 ,1 )
1 7, 3

ong Term Debt
ong term debt consisted of the following

(a)

(b)

(c)

ote payable secured by deed of trust on a self storage facility on Oak
Street in Santa Clarita and guaranteed by officers of the Company. The
note is due in September 2022 and is payable in monthly installments of
17,31 inclusive of interest at 6. 5 per annum.

1,02 , 0

ote payable secured by deed of trust on the self storage facility on
ast Gonzales Road in Oxnard. The note is due December 2027 and is
payable in monthly installment of ,2 inclusive interest at .67
per annum.

56,

ote payable secured by a deed of trust on the self storage facility on
entura Boulevard in Oxnard. The note is due in ovember 2023, and
is payable in monthly installments of 22,
inclusive of interest at
6.3
per annum.

1,160,557

3

1,022,0

1,533,1 2

1,70 ,0

.

ess current portion

.

3,51 ,52
3 2,03

3, 6,6
36 , 52

3,127,

3,51 ,2 7

1

Principal payments due within the five years after 2016 are approximately as follows 2017 3 2,05 ; 201
17,2 7;
201
,1 6; 2020
72, 3 ; 2021 503,357 and 1,2 , 1 thereafter. Interest expense during the years
ending December 31, 2016 and 2015 was 31 ,22 and 2 ,
, respectively.
Note

Asset Retirement Obligation

Asset retirement obligation consists of estimated costs of dismantlement, removal, site reclamation and other similar
activity associated with the Company�s oil and gas properties. An asset retirement obligation and the related asset
retirement cost are recorded at the initial date of measurement. The asset retirement cost is determined and discounted
to present value using a credit adjusted risk free rate. After initial recording the liability is increased for the passage of
time with the increase reflected as accretion expense in the Statement of Comprehensive Income. Subsequent
adjustments in the cost estimate are reflected in the liability and the amounts continue to be amortized over the useful
life of the related long lived asset.
Changes in Asset Retirement Obligations were as follows
Asset retirement obligation, beginning of year
Increase (decrease) in obligation
Accretion expense

.

2 0,3 5
( ,03 )
, 57

210, 55
2 ,122
0,26

2 6,16

2 0,3 5

..

Asset retirement obligation end of year
Note

Retirement

The Company participates in profit sharing and 01(k) plans with TRO Company. The total contribution each year is
determined by the companies and is allocated among all eligible employees as a percentage of their annual wages or
salary. The Company incurred plan expenses in 2016 and 2015 of 5 ,25 and 57,613, respectively.
See accompanying notes and independent accountants� review report.
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Note

Commitments

Commitments include the following
(a) The Company leases office and retail space to tenants under noncancelable operating leases with terms of one to
five years. The following is a schedule of future minimum rentals under the leases at December 31, 2016
2016
2017
201
201
2020
Thereafter

2 2, 0
1 3,6 2
173,7
155,107
1 2,655
121,350
1,06 , 61

(b) The Company is obligated under an operating lease on its corporate offices and is responsible for maintaining
certain insurance policies and for its share of increases in real estate, insurance and common area costs. The
lease term expired in December 201 . The company renewed the lease for an additional three years. The
Company has the right to terminate the lease any time after December 31, 2016. Minimum required future rental
payments under this operating lease for 2017 is 3, 0.
Note

Related Party Transactions

Related party transactions during 2016 and 2015 are as follows
(a) TRO Company, a California imited iability Company related through ownership by officer stockholders, is a
general partner in the self storage facility partnerships described in ote . The Company received 213,250 and
201,7 5 in 2016 and 2015, respectively, in management fees from the self storage facility partnerships.
(b) The Company also received 105, 26 and 100, 0 from TRO Company in 2016 and 2015, respectively, in self
storage management fees and administration fees.
(c) In 1 7 , the Company in a joint venture with TRO Company, established a medical reimbursement plan for eligible
personnel and their dependents. The Plan is integrated with an Anthem Bronze PPO and administered by a third
party administrator. Reimbursements by the other member of the joint venture are based on participation.
Additional costs, if any, will be assessed in the same manner. There were approximately 5 participants in the Plan
as of December 31, 2016, of which 30 were employees.
Note

Fair Value Measurements

The Company has determined the fair value of certain assets and liabilities in accordance with the Fair alue
Measurements Topic of the FASB ASC. The following tables present the Company�s fair value hierarchy for assets and
liabilities measured at fair value on a recurring basis as of December 31, 2016 and 2015
Fair Value Measurements at Reporting Date Using
uoted Prices in
Significant
Significant Other
Unobser able
Acti e Mar ets
December
for Identical
Obser able Inputs
Inputs
Assets e el
e el
e el

Description
Recurring asis
Assets
Short term investments
Marketable equity and debt securities
Total
Non Recurring asis
iabilities
Oil well abandonment obligations

, 17
1,2 3,66

1,2 3,66

1,32 ,

1,2 3,66

.

6

2 6,16

, 17

.

.

.

See accompanying notes and independent accountants� review report.
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.

.

.

, 17
2 6,16

Note

Fair Value Measurements Continued
Fair Value Measurements at Reporting Date Using
uoted Prices in
Significant
Acti e Mar ets
Significant Other
Unobser able
December
for Identical
Obser able Inputs
Inputs
Assets e el
e el
e el

Description
Recurring asis
Assets
Short term investments
Marketable equity and debt securities
Total
Non Recurring asis
iabilities
Oil well abandonment obligations

55,6
1,3 2,3

1,3 2,3

1,3

1,3 2,3

.

,0 6

2 0,3 5

55,6

.

.

.

55,6

.

.

.

2 0,3 5

The oil wells Abandonment Retirement Obligation (ARO) fair value as of December 31, 2016 and 2015 was 2 6,16
and 2 0,3 5, respectively. The Company recorded an increase in the ARO of , 57 and 0,26 in 2016 and 2015,
respectively and as a charge or credit to accretion expense. The fair value of the ARO was decreased in 2016 by ,033
and increased in 2015 by 2 ,122, respectively due to revisions in the discounted cash flow on changes to the timing or
amount of the original estimate.
The following table provides a summary of changes in fair value of the Company�s evel 3 assets on a recurring basis,
as well as income attributable those assets held at December 31, 2016
Fair Value Measurements
Using Significant
Unobser able Inputs e el
Short Term
Investment
Beginning balance
Amounts received in current year

55,6
(10, 1)

nding balance
Note

, 17

Prior Period Ad ustment and Restatement

Certain assets, originally capitalized as buildings, were reclassified as land improvements and equipment. A prior
period adjustment of 376,2 6, net of tax, was recorded at December 31, 201 to correct depreciation expense taken
on those assets in prior years.
The financial statements for year ended December 31, 2015 were restated to correct depreciation expense and its tax
effects totaling , 31 due to the reclassification referred to above.
Note

Subse uent E ents

Management has evaluated subsequent events through February 10, 2017, the date which the financial statements
were available to be issued.
The Company entered escrow, which is expected to close at the end of March 2017, to purchase a self storage
warehouse in as egas, evada for 5.5 Million.
The Company has entered into a lease agreement commencing on August 1, 2017 with a tenant at their commercial
building located in entura, California and is committed to provide 1 2,760 in tenant improvements.

See accompanying notes and independent accountants� review report.
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Golden State Storage in Big Bear City, California
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Upper Ojai Crude Oil Pricing
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