TO OUR SHAREHOLDERS:
A good thing – we managed to keep all our facilities and properties out of harm’s way during this year of active
weather. But if this was nature’s warning, it certainly gave us a perspective of what can happen when you are
not prepared, and this means construction methods and clearing of vegetation.
In March of 2019, the County of Ventura passed a wildlife corridor bill, which has a serious operational affect on
all agriculture and folks doing business in open space not controlled by cities. We have joined a county business
group (VC COLAB) to oppose this ruling and try to minimize the County’s ability to stop any change in open
space. This bill affects all oil and gas operations as well as agriculture and cattle grazing within the County. Many
small environmental groups have banned together to form a strong political action committee committed to
undermining business and population growth, good in some respects, but very damaging to any company doing
business and hoping to expand in central coastal California counties.
Early this year we sold in an exchange, our two-story office building in Ventura along with a condo in Los
Angeles, to help finance the purchase of an existing self storage facility in Henderson, Nevada. A second existing
self storage facility in Henderson was also purchased this year using our lines of credit. We now manage five out
of state facilities. We hopefully will continue this proven direction of purchasing good “in-fill” city oriented self
storages by the use of credit lines, syndication, and mortgage borrowing. Our self storage business is now
providing about ninety percent of our gross operating income.
As previously requested by shareholders, in 2018 we switched to a new accountancy firm to review our books.
We chose CBIZ in Ventura, CA as our accountants after a review of other accountancies in Ventura County, to
keep our professionals close at hand.
Our net reported income is skewed this year due to a change in the Generally Accepted Accounting Principles
(GAAP) by recording the sale of the Ventura office building and condo as operational income, adding over $2.8
million to our income statement for 2018 and resulting in showing Net Income as $12.31/share. Referencing the
Consolidated Statements of Income, the 2018 Operating Income is approximately $400,000 more than 2017.
Your Company is very healthy, and we have continued our policy of increasing dividends to a total of $1.35 per
share for 2018.
A dividend of $.10 per share, amounting to $29,070.20 was paid in May to stockholders of record as of April 30,
2018. A dividend of $1.25 per share, amounting to $363,377.50 was paid in December to stockholders of record
as of December 1, 2018. There were 290,702 shares outstanding as of December 31, 2018. Retained earnings
increased by $3,187,480.
As mentioned with our dividend statement, our annual meeting will be held at the Skirball Culture Center, 2701
North Sepulveda Blvd in Los Angeles on Tuesday, April 16th 2019 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
17%

17%
9,935

18
17

4,907
1,939

17
2,338

16

Oil Production
in barrels

12%

Oil Revenue
$ in thousands

18

16

9,326

Storage under management
in square feet
18%

4.95

68%
900
537
418

Gross Revenue from Storage Facilities
$ in thousands
16%

18

18

1,252,725

17

1,061,312

17

16

989,856

16

Average Monthly Rent per Occupied Sq Ft
in dollars
-1%

16

4.25

17

9,918

16

12.31

18

11,062

17

190%

18

16

17

1,313

Earnings per Share
in dollars

153%

18

18

2,013

16

7,401

Pre-tax Profit
$ in thousands
17

17

8,484

16

2,354

18

9,015
7,775
6,795

Capital Improvements and R&M
$ in thousands
-25%
18

1.14

646

17

1.15

16

1.13

3

858
561

L

S

Certain statements in this Annual Report may constitute forward-looking statements within the meaning of the
federal securities laws, and often contain words such as “plan”, “anticipate”, “expect”, “believe” or similar
expressions. orward looking-statements are based on the company’s current assumptions regarding future
business and financial performance. Such statements involve known and unknown risks and other factors which
may cause actual results to be materially different from those expressed in forward-looking statements. We do
not undertake to update our forward-looking statements. You should use caution in relying on any forwardlooking statements to anticipate future results.
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Dollar amounts in thousands, except for per-share amounts and shares outstanding
or the years ended
December 31
RESULTS O
O ERAT O S
Revenues
Expenses
Operating Income
Net Income
Earnings per
common share
A AL
OS T O
Total assets
Long-term debt
Stockholders
equity
D DE DS ER
SHARE
SHARES
OUTSTA D
O ERAT

RESULTS

D

$9,935
7,033
2,902
3,580

$8,484
6,007
2,477
1,236

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

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

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

12.31

4.25

4.95

4.04

5.40

45,197
13,333

34,016
14,083

23,064
3,127

20,381
3,518

20,391
3,885

21,182

17,947

16,931

15,801

15,404

1.35

1.25

1.20

1.07

1.00

290,702

290,702

290,715

291,213

291,213

S O (amounts in thousands)

O O
R
O

In 2018 we purchased an additional interest in the SM O lease from PRE Resources, bringing our total interest
to 70 in a new joint venture with Homeland Oil and Gas called SM O LLC.
Our pper Ojai wells were shut down for two weeks in anuary following the Thomas fire. Our oil production
operations provide 75 of our total oil income. This production includes our 13 wells in pper Ojai, our Yale
Richardson Well 1 and our 70 interest in the 4 wells on the SM O lease. The remaining 25 income comes
from our non-operational royalties.
During the year we were required by our local Department of Oil and Gas to re-abandon two wells we drilled on
leased land in pper Ojai in 1944 and initially abandoned in 1955. Both wells were leaking natural gas, which
was discovered by the land owner this year. The cost for re-abandonment was $177,000. sing this
abandonment figure, we have increased our reserve for abandonment on our existing wells from approximately
5

$286,000 to $666,000. This Asset Retirement Obligation is shown in Note (8) as accretion expense. We intend to
increase this substantially over the next few years, which will increase expense for future oil and gas operations
(as is seen above as a portion of operating expenses for the years 2017 and 2018).
In November of 2018 we were approached by California Resources Corp., who presently produces the majority
of wells on South Mountain, to purchase our oil operations on South Mountain. Considering the environmental
constraints in California, we feel that retaining the land and parting with the oil operations may be for discussion
in 2019. Our 110 acres of land ownership on the mountain would then be free of our operations other than land
and communication tower oversight. or this year, Phillips 66 paid the Company $248,000 for produced oil and
gas as 70 owner from the SM O lease. December 31, 2018 Ojai Oil’s crude oil price was $48.99.
S
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The owned or partially owned Golden State Storage portfolio grew last year with the acquisition of two self
storage facilities comprising 191,700 square feet in the City of Henderson, adjacent to Las Vegas. Some markets
in the nited States have seen oversupply we have been fortunate not to experience this in our markets. rom
time to time we do see some very optimistic developments being undertaken. The test will be when the next
recession comes.
Home price growth is generally seen as a good indicator for self storage. Home price growth in Southern
California decreased from 8 in 2017 to 5.5 in 2018, in part due to changes in the ederal Tax reforms of
December 2017 which affect many households and in part due to the fact that Southern California home prices
had already grown substantially. Nevertheless, storage rental growth and occupancy was sustained, but not at
the levels seen in 2017. In comparison, Las Vegas home price growth, which entered the growth cycle well
behind Southern California, remained very strong at just over 11 . Accordingly, storage rental growth and
occupancy remained strong in Southern Nevada.
As a result of improved operations at acquired facilities and being in good markets, revenue for our owned or
partially owned portfolio grew by almost 16 , while expenses grew by only 6 . rgent deferred maintenance at
the acquired facilities was tackled immediately while maintenance of a lesser urgency is budgeted over several
years. The company as a whole is exploring ways to use new technologies to reduce expenses and this is true of
self storage operations. Net income was up by 22 .

R
The fee income from our Managed Properties portfolio is principally derived from four self storage facilities, in
which Ojai Oil has no equity ownership, and the management income from the partnership properties. Also
included are two small mineral trusts and miscellaneous small managed assets. The income reported for this
group is offset by an accrual accounting entry. Two of the storage facilities have experienced 7 revenue growth
while two have experienced almost no growth. We expect to turn the weaker properties around in 2019 with
6

capital improvements and a focus on manager training. The Mineral Trusts have been impacted by diminished
oil exploration, flat crude oil prices and weak production.
O

O

R
O

This asset was sold in a 1031 exchange on May 25, 2018 for $4,000,000.
A

E

E
General and Administrative Expenses (not including depreciation or a provision for income taxes) for 2018
increased over 2017 by 1.06 . 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 2018 were approximately $37,700 higher compared to 2017. This increase was due to an average 4
increase in wages and a full year’s salary for our full time junior property manager. Workmen’s Compensation and
Medical costs declined by approximately $33,000 as we were able to control medical costs and our workman’s
compensation MOD rate declined.
A

D

Throughout 2018, we purchased two storage facilities in Las Vegas, Nevada. The first of these facilities is an
established facility with 560 units in west Henderson. After a bit of cleanup, this property is performing very well.
The second facility purchased in 2018, in east Henderson, consists of 338 units, and is a new build that was only
35 occupied. It is renting up slowly as new homes in the area are being built.
We have been moving forward with our development project on our piece of land in south west Las Vegas.
Throughout 2018, our architecture was completed and approved by the city. We are hoping to start construction
in mid 2019.
Our development project in Santa e Springs has been delayed. We are still reworking our architecture to build
an even larger facility and are re-abandoning an underground oil well to conform with current standards.
Throughout 2019, we are hoping to obtain new loans on a few of our storage facilities. We intend to use this new
debt to purchase one or two new facilities in areas including Nevada, Oregon, Washington, Arizona or New
Mexico. We are also working on purchasing storage facilities through syndication.
The Company also continues to consider investments in other commercial real estate, private equity, and venture
capital.
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300 E. Esplanade Dr., Suite 250 ■ Oxnard, CA 93036
Main: 805.988.3222 ■ Fax: 805.988.3220 ■ www.mhmcpa.com

INDEPENDENT ACCOUNTANTS’ REVIEW REPORT
To the Board of Directors
Ojai Oil Company
Camarillo, California
We have reviewed the accompanying consolidated financial statements of Ojai Oil Company (a California
corporation) and subsidiaries, which comprise the consolidated balance sheet as of December 31, 2018,
and the related consolidated statements of income and comprehensive income, changes in stockholders’
equity and cash flows for the year then ended, and the related notes to the 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 these 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 engagement in accordance with Statements on Standards for
Accounting and Review Services promulgated by Accounting and Review Services Committee of the
American Institute of Certified Public Accountants. Those standards require us to perform procedures to
obtain limited assurance that there are no 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 review, we are not aware of any material modifications that should be made to the
accompanying consolidated financial statements in order for them to be in conformity with accounting
principles generally accepted in the United States of America.
Other Matter – Report on 2017 Financial Statements
The consolidated financial statements of Ojai Oil Company for the year ended December 31, 2017 were
reviewed by other accountants whose report dated February 21, 2018 stated that, based on their review,
they are not aware of any material modifications that should be made to the consolidated financial
statements in order for them to be in accordance with accounting principles generally accepted in the
United States of America.
Restriction on Use of Report
This report is intended solely for the information and use of the current stockholders and management of
Ojai Oil Company and banks, and is not intended to be, and should not be, used by anyone other than
these specified parties.

Oxnard, California
March 22, 2019
Member of Kreston International — a global network of independent accounting firms
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O AI OI COMPAN AND SU SIDIARIES
CONSO IDATED A ANCE S EETS
December 31, 2018 and 2017
201

2017

1,065,59
1,590,173
28,868
163,385
670,585

,821,708
1,398, 85
3,77
10 ,9 0
373,361

3,518,605

6,7 2,268

1,771,008
387,367

1,703,2 7
387,367

2,158,375

2,090,61

39,503,9 3

2 ,899,813

15,752

9,802

5,196,675

33,782, 97

5 2,2
533,273
1 1,322
7,290,000

50 ,181
333,337
153, 00

8,506,839

990,918

13,333,139
1,118, 75
1,056, 52
15,508,066
2 ,01 ,905

13,875,381
666,278
302,816
1 ,8 , 75
15,835,393

ASSETS
CURRE T ASSETS
Cash and cash equivalents
Marketable securities, available for sale
Short term investments
Rent and other receivables, net
Prepaid expenses and refundable income taxes
TOTA CURRE T ASSETS
I

ESTME TS
eneral partnerships, equity method investments
Other investments, at cost
TOTA I
A D, BUI DI

ESTME TS
A D E UIPME T, net

OT ER ASSETS
TOTA ASSETS
IA

I

ITIES

CURRE T IABI ITIES
Current portion of long term debt, net
Accounts payable and accrued liabilities
Deferred revenue
ines of credit
TOTA CURRE T IABI ITIES
O

TERM IABI ITIES
ong term debt, net, less current portion above
Oil wells abandonment retirement obligation
Deferred income tax liabilities
TOTA O
TERM IABI ITIES
TOTA IABI ITIES
COMMITME TS A D CO TI
E CIES ( OTE 11)
STOC
O D E R S’ E
CAPITA CO TRIBUTED
Capital stock stated value, 750,000 shares authori ed;
shares issued and outstanding: 290,702 shares
RETAI ED EAR I
S
ACCUMU ATED OT ER COMPRE E SI E I COME

O

UIT

195,85

195,85

20,690, 51

17,502,971

165,710

2 8,279

TOTA O AI OI COMPA
STOC O DERS E UIT

21,052,015

17,9 7,10

CO TRO I
I TEREST
TOTA E UIT
TOTA IABI ITIES A D E UIT

129,755
21,181,770
5,196,675

17,9 7,10
33,782, 97

See

otes to Consolidated Financial Statements

See Independent Accountants’ Review Report.
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O AI OI COMPAN AND SU SIDIARIES
CONSO IDATED STATEMENTS OF INCOME AND COMPRE ENSIVE INCOME
ears Ended December 31, 2018 and 2017
201

2017

RE E UES
Rental income from self storage facilities
Equity income from self storage partnerships
Oil and gas sales and royalties
Management fee income
Other income houses and cell tower leases
Rental income from office building

7,333, 6
1,096,115
900,39
19,368
137,632
7,967

6,161,952
1,00 ,30
537,03
13,215
202,233
165, 16

TOTA RE E UES

9,93 ,922

8, 8 ,15

OPERATI
E PE SES
Self storage operating expenses
Depreciation, depletion, amorti ation and accretion expense
eneral and administrative expenses
Oil and gas operating expenses
Office building operating expenses
Other operating expenses

2,790,561
1,959,20
1,617,135
5 5,2 9
69,35
51,377

2,556,673
1,297,25
1,600,158
303,171
1 7,6 5
71,5 3

7,032,880

5,976,

I COME

2,902,0 2

2,507,710

OT ER I COME (E PE SE)
ain on sales of commercial land and building
Interest expense
Interest and dividend income
ain (loss) on sale of marketable securities

2,8 5,269
(937,50 )
67,706
29,575

(606,521)
70, 36
(32,758)

2,005,0 6

(568,8 3)

TOTA OPERATI
OPERATI

E PE SES

TOTA OT ER I COME (E PE SE)
I COME BEFORE I COME TA ES
I COME TA E PE SE
ET I COME

,907,088

1,938,867

1,336,377

702,591

3,570,711

1,236,276

ET OSS ATTRIBUTAB E TO
O CO TRO I
I TERESTS

(9,217)

ET I COME ATTRIBUTAB E TO
O AI OI COMPA

3,579,928

OT ER COMPRE E SI E I COME ( OSS)
Unreali ed holding loss on marketable securities arising
during the year (net of deferred taxes of 39,855
and 21,792, respectively)
COMPRE E SI E I COME

(82,569)

,077

1,380,353

12.31

.25

otes to Consolidated Financial Statements

See Independent Accountants’ Review Report.
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1

3, 97,359

BASIC EAR I S PER S ARE O
ET I COME
ATTRIBUTAB E TO O AI OI COMPA

See

1,236,276

12

Balance, December 31, 2018

Dividends

Unreali ed holding loss on
marketable securities, net of
deferred income taxes of
39,855

et income (loss)

Contributions

Balance, December 31, 2017

Dividends

Redemption of stock

Unreali ed holding gain on
marketable securities, net of
deferred income taxes of
21,792

et income

Balance, December 31, 2016

290,702

290,702

(13)

290,715

8)

,077

165,710

(82,569)

2 8,279

1

10 ,202

otes to Consolidated Financial Statements

20,690, 51

(392,

3,579,928

17,502,971

(363,378)

(8 5)

1,236,276

16,630,918

Retaine
Earnings

Accumulate
Other
Comprehensi e
Income oss

See Independent Accountants’ Review Report.

See

195,85

195,85

195,85

Capital Stoc
Number of
State Value
Shares

(8 5)

,077

8)
21,052,015

(392,

(82,569)

3,579,928

17,9 7,10

(363,378)

1

1,236,276

16,930,97

Total O ai Oil
Company
Stoc hol ers
E uity

O DERS E UIT

ears ended December 31, 2018 and 2017

CONSO IDATED STATEMENT OF C AN ES IN STOC

O AI OI COMPAN AND SU SIDIARIES

129,755

(9,217)

138,972

Non
Controlling
Interest
E uity

(8 5)

,077

8)
21,181,770

(392,

(82,569)

3,570,711

138,972

17,9 7,10

(363,378)

1

1,236,276

16,930,97

Total E uity

O AI OI COMPAN AND SU SIDIARIES
CONSO IDATED STATEMENTS OF CAS F OWS
ears Ended December 31, 2018 and 2017
CAS F OWS FROM OPERATIN ACTIVITIES
et income
Adjustments to reconcile net income to net cash
flows from operating activities:
Depreciation, depletion, amorti ation, and accretion expense
Amorti ation of debt issuance costs
Deferred income tax expense (benefit)
Income from equity method investments
ain on sales of land, building, and equipment
( ain) loss on sale of marketable securities
Decrease (increase) in operating assets:
Rent and other receivables
Prepaid expenses and refundable income taxes
Other assets
Increase (decrease) in operating liabilities
Accounts payable and accrued liabilities
Deferred revenue
ET CAS F OWS FROM OPERATI
ACTI ITIES
CAS F OWS FROM INVESTIN ACTIVITIES
Purchase of land, building, and equipment
Proceeds from sales of land, building, and equipment
Purchase of marketable securities and other investments
Proceeds from sale of marketable securities and investments
Distributions received from partnerships
Proceeds from short term investments
ET CAS F OWS FROM I ESTI
ACTI ITES
CAS F OWS FROM FINANCIN ACTIVITIES
et borrowings (repayments) on lines of credit
Proceeds from long term debt
Principal payments on long term debt
Dividends on common stock
Redemption of common stock
Contributions to non controlling interest

1,236,276

1,959,20
26,010
801,575
(995,262)
(2,8 5,269)
(29,575)

1,297,25
30,589
( 8,125)
(908,192)

(58, 5)
(297,22 )
3 ,052

3,771
522, 81
(235,261)

199,936
(12,078)

56,752
2 ,673

32,758

(17,81 ,900)
,555,000
(539,032)
2 6, 11
927,500
1 ,906

(8,072,851)

(12,610,115)

(7,225,889)

7,290,000

(1,573,301)
12,500,000
(1, 06,359)
(363,378)
(8 5)

(530,190)
(392, 8)

(288, 8 )
308, 6
827,000

133,00

I

OF EAR

CAS A D CAS E UI A E TS, E D OF EAR

Supplemental Cash Flo

3,570,711

2,012,976

E I CAS A D CAS E UI A E TS

CAS A D CAS E UI A E TS, BE I

2017

2,353,635

ET CAS F OWS FROM FI A CI
ACTI ITIES
ET C A

201

6,500,366

9,156,117

(3,756,11 )

3,9 3,20

,821,708

878,50

1,065,59

,821,708

911, 9

575,932

806,000

252,000

Information

Cash paid:
Interest
Income taxes

Noncash in esting an financing acti ities
2018: and, buildings and equipment increased by 178,901 due to revisions made in the asset retirement obligation.
2018: The non controlling interest contributed 5,968 of non cash capital to SM O,

See

C.

otes to Consolidated Financial Statements

See Independent Accountants’ Review Report.
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O AI OI COMPAN AND SU SIDIARIES
NOTES TO CONSO IDATED FINANCIA STATEMENTS
1

Summary of significant accounting policies
Nature of operations – Ojai Oil Company (Ojai) 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. Ojai’s major business activities are located primarily in
Southern California and Southern evada.
Principles of consoli ation – The accompanying consolidated financial statements
include the accounts of Ojai, olden State Storage One, C, and SM O, C (SM O).
olden State Storage One, C is a separately formed limited liability company. Ojai is its
sole member. SM O, formed in 2018, is a separate limited liability company of which Ojai
owns 70 . The Company recogni es noncontrolling interests for the percent not owned.
All significant intercompany balances and transactions have been eliminated in
consolidation.
Ojai and its subsidiaries, olden State Storage One,
referred to herein as the Company.

C, and SM O, are collectively

Oil an gas property an e uipment – 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 asset retirement obligation are capitali ed. eological and geophysical
costs are expensed when incurred. Costs of exploratory wells are capitali ed as
Exploratory Well Costs pending determination of whether the wells find proved oil and gas
reserves. Exploration costs capitali ed 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. Existing 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. Events 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 2018 or 2017.

See Independent Accountants’ Review Report.
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O AI OI COMPAN AND SU SIDIARIES
NOTES TO CONSO IDATED FINANCIA STATEMENTS
1

Summary of significant accounting policies continue
Oil and gas properties, including all capitali ed 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 amorti ed over proved developed reserves. The unit of production
rate for the amorti ation 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 capitali ed costs of all other plant and equipment are depreciated or amorti ed over
their estimated useful lives. In general, the declining balance and straight line method are
used to depreciate plant and equipment. ains or losses are not recogni ed for normal
retirements of properties, plant and equipment subject to composite group amorti ation or
depreciation. ains or losses from abnormal retirements are recorded as expenses, and
from sales as Other income.
Expenditures 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 capitali ed.
Re enue recognition – Revenue from oil and gas sales is recogni ed at the 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 is recogni ed based upon rental
agreements with the occupants, which range from month to month to multiple years.
Deferred revenue consists of advance payments from customers for revenue to be
recogni ed in subsequent periods.
Use of estimates – The preparation of consolidated financial statements in conformity
with accounting principles generally accepted in the United States of America (U.S.
AAP) 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. Management’s assumptions include, but are not limited to, future
abandonment costs, reserves of oil and gas, collectability of rent receivable, the
potential outcome of future tax consequences, and estimated useful lives of buildings
and equipment. Management’s estimates and assumptions are derived from and are
continually evaluated based on available information, judgment, and experience.
Cash an cash e ui alents – 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,
2018 and 2017 was approximately 108,000 and 1,808,000, respectively.
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Summary of significant accounting policies continue
Rent recei ables an allo ance for oubtful accounts Rent receivables are carried
at cost, less an allowance for doubtful accounts. The Company does not accrue finance
charges or interest charges. On a periodic basis, the Company evaluates its receivables
and determines the requirement for an allowance for doubtful accounts, based on history
of past write offs, collections and current credit conditions. An account is written off
when it is determined that all collection efforts have been exhausted. Recoveries of
amounts previously charged off are credited to revenues. At December 31, 2018 and
2017, the allowance for doubtful accounts was 69,7 8 and 39,088, respectively.
oint controlle assets – Previously, the Company’s 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 accounted for its own share
of assets based upon its proportional share of costs and liabilities under the OA. The
acquiring entity operated the lease and allocated 30 of all income and expenses to the
Company. During the year ended December 31, 2018, SM O was formed and all
activity was transferred to SM O.
Mar etable securities – The Company determines the appropriate classification of
marketable securities at the time they are acquired and evaluates the appropriateness of
such classification at each balance sheet date. Available for sale securities consist of
common stock, mutual funds, exchange traded funds, and US Treasuries not classified
as trading securities or as held to maturity securities. Unreali ed holding gains or losses,
net of tax, on available for sale securities are reported in other comprehensive income or
loss. ains and losses on the sale of available for sale securities are determined using
the specific identification method. Marketable securities are considered to be impaired
when a decline in fair value is judged to be other than temporary.
Depreciation an amorti ation – Depreciation and amorti ation are computed on the
straight line and double declining balance methods over the estimated useful lives of the
assets which vary from 3 to 39 years.
easehold improvements are depreciated over the shorter of their estimated useful lives
or the term of the underlying lease. Expenditures for maintenance and repairs are
charged to expense as incurred. Major renewals and betterments are capitali ed.
ong lived assets to be held and used are tested for recoverability whenever events or
changes in circumstances indicate that the related carrying amount may not be
recoverable. When required, impairment losses on assets to be held and used are
recogni ed based on the excess of the asset’s carrying amount over the fair value of the
asset.

See Independent Accountants’ Review Report.
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Summary of significant accounting policies continue
Aban onment retirement obligations ARO – AROs 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 capitali es 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 capitali ed 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
Environmental Obligation Topic of the Financial Accounting Standards Board (FASB)
Accounting Standards Codification.
Earnings per share – Basic earnings per share are calculated based on the weighted
average number of common stock shares outstanding during the year.
Fair alue measurements – The Company applies ASC 820 10 Fair
alue
Measurements for financial assets and liabilities. This standard defines fair value and
establishes a hierarchy for reporting the reliability of input measurements used to assess
fair value for all assets and liabilities. ASC 820 10 defines fair value as the selling price
that would be received for an asset, or paid to transfer a liability, in the principal or most
advantageous market on the measurement date.
The hierarchy prioriti es fair value measurements based on the types of inputs used in
the valuation technique. The inputs are categori ed in the following levels:
evel 1 – Observable inputs such as quoted prices in active markets for identical assets
or liabilities
evel 2 – Directly or indirectly observable input for quoted and other than quoted prices
for identical or similar assets and liabilities in active or non active markets
evel 3 – Unobservable inputs not corroborated by market data, therefore requiring the
entity to use the best information available in the circumstances, including the entity’s
own data.
Fair alue of financial instruments – The Fair alue Measurements and Disclosures
Topic of the FASB ASC Topic 825 10, Financial Instruments – Overall , requires
disclosure of fair value information about financial instruments, whether or not
recogni ed 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 reali ed in immediate settlement of the
instruments. Certain financial instruments and all nonfinancial instruments are excluded
from these disclosure requirements. Accordingly, the aggregate fair value of amounts
presented do not represent the underlying value of the Company.

See Independent Accountants’ Review Report.
17

O AI OI COMPAN AND SU SIDIARIES
NOTES TO CONSO IDATED FINANCIA STATEMENTS
1

Summary of significant accounting policies continue
In estment 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 but not more than 50 , 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.
Income ta es – The Company accounts for income taxes using the liability approach to
financial accounting and reporting.
The difference between the financial statement and tax basis of assets and liabilities is
determined annually. These differences consist primarily of different depreciation methods
and lives, reali ed and unreali ed gains and losses on marketable securities, and
deductibility of certain accruals for income tax purposes.
Deferred income tax assets and liabilities are computed for those currently enacted tax
laws and rates that apply to the periods in which they are expected to affect taxable
income. aluation allowances are established, if necessary, to reduce deferred tax asset
accounts to the amounts that will more likely than not be reali ed. Income tax expense is
the current tax expense or refund for the period, plus or minus the net change in the
deferred tax asset and liability accounts.
The Company follows the provisions in FASB ASC 7 0, Income Taxes (ASC 7 0), with
respect to accounting for uncertain tax positions. ASC 7 0 prescribes that a tax benefit
from an uncertain tax position may be recogni ed when it is more likely than not that the
position will be sustained upon examination, including resolutions of any related appeals
or litigation processes, based on technical merits. Income tax positions must meet a
more likely than not recognition threshold at the effective date to be recogni ed upon
adoption of ASC 7 0 and in subsequent periods. This interpretation also provides
guidance on measurement, derecognition, classification, interest and penalties,
disclosures, and transitions. At December 31, 2018, the Company does not recogni e
any liability for unrecogni ed tax benefits.
The Company files income tax returns in the U.S. federal jurisdiction, and the state of
California jurisdiction. The Company is no longer subject to U.S. federal income tax
examinations by tax authorities for years before 2015, and the state of California income
tax examinations by tax authorities for years before 201 .
It is the Company s policy to classify interest and penalties recogni ed on underpayment
of income taxes as income tax expense.
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Summary of significant accounting policies continue
Recently issue accounting pronouncements – In anuary 2016, the FASB issued
ASU 2016 01, Financial Instruments Overall . The amendments in this Update intend
to improve the recognition and measurement of financial instruments. Among other
provisions, the new guidance will require equity investments (except those accounted for
under the equity method of accounting, or those that result in consolidation of the
investee) to be measured at fair value with changes in fair value recogni ed in net
income, require separate presentation of financial assets and financial liabilities by
measurement category and form of financial asset (that is, securities or loans and
receivables) on the balance sheet or the accompanying notes to the financial
statements, and eliminate the requirement to disclose the fair value of financial
instruments measured at amorti ed cost for organi ations that are not public business
entities. This ASU on recognition and measurement will take effect for private
companies, not for profit organi ations, and employee benefit plans, the standard
becomes effective for fiscal years beginning after December 15, 2018, and for interim
periods within fiscal years beginning after December 15, 2019. The Company is yet to
assess the full impact of this guidance.
In February 2016, the FASB issued ASU 2016 02, eases . The amendments in this
update require lessees to recogni e the following for all leases (with the exception of
short term leases) at the lease commencement date: a lease liability, which is a lessee s
obligation to make lease payments arising from a lease, measured on a discounted
basis; and, a right of use asset, which is an asset that represents the lessee’s right to
use, or control the use of, a specified asset for the lease term. The amendments in this
update will be effective for the annual period beginning after December 15, 2019. Early
adoption is permitted. essees must apply a modified retrospective transition approach
for leases existing at, or entered into after, the beginning of the earliest comparative
period presented in the financial statements. The Company is currently evaluating the
full effect that the adoption of this standard will have on the Company’s consolidated
financial statements.
In une 2016, the FASB issued ASU 2016 12, Revenue from Contracts with
Customers (Topic 606): arrow Scope Improvements and Practical Expedients. The
amendments in this update clarify the objective of the collectability criterion in Step 1, add
a new criterion to paragraph 606 10 25 7 to clarify when revenue would be recogni ed for
a contract that fails to meet the criteria in Step 1, permit an entity as an accounting policy
election, to exclude amounts collected from customers for all sales taxes from the
transaction price, specify that the measurement date for noncash consideration is contract
inception, provided clarification to the variable consideration guidance, provide a practical
expedient that permits an entity to reflect the aggregate effect of all modifications that
occur before the beginning of the earliest period presented in accordance with Topic 606,
clarify that a completed contract for purposes of transition is a contract for which all of the
revenue was recogni ed under legacy AAP before the date of initial application, permit
an entity to apply the modified retrospective transition method, and clarify that an entity
that retrospectively applies the guidance in Topic 606 to each prior reporting period is not
required to disclose the effect of the accounting change for the period of adoption. The
effective dates and transition requirements are for fiscal years beginning after December
15, 2018. The Company is currently evaluating the full effect that the adoption of this
standard will have on the Company’s consolidated financial statements.
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Summary of significant accounting policies continue
In December 2016, the FASB issued ASU 2016 20, Technical Corrections and
Improvements to Topic 606, Revenue from Contracts with Customers . The amendments
in this update affect narrow aspects of the guidance issued in ASU 201 09 in the
following: 1) oan guarantee fees, 2) Contract costs – impairment testing, 3) Contract
costs – interaction of impairment testing with guidance in other topics, ) Provision for
losses on construction type and production type contracts, 5) Scope of Topic 606, 6)
Disclosure of remaining performance obligations, 7) Disclosure of proper period
performance obligations, 8) Contract modifications example, 9) Contract asset versus
receivable, 10) Refund liability, 11) Advertising costs, 12) Fixed odds wagering contracts in
the casino industry, and 13) Cost capitali ation for advisors to private funds and public
funds. The effective dates and transition requirements are for fiscal years beginning after
December 15, 2018. The Company is currently evaluating the full effect that the adoption
of this standard will have on the Company’s consolidated financial statements.
In uly 2018, the FASB issued ASU 2018 11, eases (Topic 8 2). The amendments in
this Update provide entities with an additional (and optional) transition method to adopt the
new lease standard. Under this new transition method, an entity initially applies the new
leases standard at the adoption date and recogni es a cumulative effect adjustment to the
opening balance of retained earnings in the period of adoption consistent with preparers’
requests. Consequently an entity’s reporting for the comparative periods presented in the
financial statements in which it adopts the new lease standard will continue to be in
accordance with current AAP (Topic 8 0, eases). An entity that elects this additional
(and optional) transition method must provide the required Topic 8 0 disclosures for all
periods that continue to be in accordance with Topic 8 0. The amendments do not change
the existing disclosure requirements in Topic 8 0 (for example, they do not create interim
disclosure requirements that entities previously were not required to provide). Also, the
amendments in this Update provide lessors with a practical expedient, by class of
underlying asset, to not separate nonlease components from the associated lease
component and instead, to account for those components as a single component if the
nonlease components otherwise would be accounted for under the new revenue guidance
(Topic 606) and certain conditions are met. For entities that have not adopted Topic 8 2
before the issuance of this Update, the effective date and transition requirements for the
amendments in this Update related to separating components of a contract are the same
as the effective date and transition requirements in Update 2016 02. The Company has yet
to assess the full impact of this guidance.
Reclassification – Certain items in the 2017 financial statements have been reclassified
to conform to the 2018 presentation. There has been no change to previously reported
consolidated net income, comprehensive income, or stockholders’ equity.
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Mar etable securities
Cost and fair value of marketable securities as of December 31, 2018 and 2017 are as
follows:
December 1 201
ross
ross
unreali ed
unreali ed
gains
losses

Cost
Equity Securities
Common stock
Exchange traded funds
Total equities securities
Debt securities
Debt mutual funds
US Treasury bonds
Total debt securities
Totals

738,576
219,67

220,82
76,933

(57,06 )
( ,892)

902,336
291,715

958,250

297,757

(61,956)

1,19 ,051

56,0 2
339,693

(2,268)
2,655

53,77
3 2,3 8

395,735

2,655

(2,268)

396,122

1,353,985

300, 12

(6 ,22 )

1,590,173

December 1 2017
ross
ross
unreali ed
unreali ed
gains
losses

Cost
Equity Securities
Common stock
Exchange traded funds
Total equities securities
Debt securities
Debt mutual funds
Corporate obligations
Total debt securities
Totals

Fair
value

Fair
value

702, 9
221,6 2

262,571
105, 59

965,065
327,101

92 ,136

368,030

1,292,166

,388
61,207

881

105,595
1,029,731

(157)

5,269
61,050

881

(157)

106,319

368,911

(157)

1,398, 85

et
Available for sale securities are carried in the financial statements at fair value.
unreali ed holding gain on available for sale securities in the amount of 236,189 and
368,75 for the years ended December 31, 2018 and 2017, respectively, have been
included in accumulated other comprehensive income.
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Mar etable securities continue
The reali ed gains and losses on the sale of marketable securities during the year ended
December 31, 2018 were as follows:

Reali ed
gains
Proceeds from sale
Cost

Reali ed
losses

et reali ed
gain

228,079
196,719

18,332
20,117

2 6, 11
216,836

31,360

(1,785)

29,575

The cost method used in determining the gain on sale of securities is the first in, first out
method.
Management evaluates securities for other than temporary impairment at least on a yearly
basis, and more frequently when economic or market concerns warrant such evaluation.
Consideration is given to (1) the length of time and the extent to which the fair value has
been less than costs, (2) the financial condition and near term prospect of the issuer, and
(3) the intent and ability of the Company to retain its investment in the issuer for a period of
time sufficient to allow for any anticipated recovery in fair value.
an

buil ings an e uipment

and, buildings, and equipment consist of the following as of December 31, 2018 and
2017:
December 1
201
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 amorti ation
Commercial property and equipment
and improvements, buildings and equipment
ess accumulated depreciation
Total, at cost
and
Construction in progress
et land, buildings, and equipment

2017

193,652
1,3 2,897
1,370,6 1
2,907,190
(1,813,251)
1,093,939

193,652
1,163,996
1, 39,938
2,797,586
(1,6 0,666)
1,156,920

39,529,208
(11,097,237)
28, 31,971

26,3 1,962
(10, 17,5 1)
15,92 , 21

9,773,130
20 ,903
38, 10,00

7,798, 72
20,000
23,7 2,893

39,503,9 3

2 ,899,813

The aggregate depreciation, depletion, amorti ation, and accretion on the above property
and equipment charged to operations was 1,959,20 and 1,297,25 for the years
ended December 31, 2018 and 2017, respectively.
See Independent Accountants’ Review Report.
22

O AI OI COMPAN AND SU SIDIARIES
NOTES TO CONSO IDATED FINANCIA STATEMENTS
eneral partnerships e uity in estment metho
The Company owns 50 and 33 interests in olden State Storage (Santa Fe Springs,
ardena, orth ills 1) and olden State Self Storage Camarillo, respectively. Combined
condensed financial statements of assets and liabilities and income statements for the
partnerships are as follows:

December 1
201
ASSETS
Current assets
and, building and equipment (net of depreciation)
and other non current assets

IABI ITIES A D CAPITA
Current liabilities
ong term debt
Partners capital

I COME STATEME T
Revenue
Depreciation and amorti ation
Other operating expenses
ET I COME

2017

332,625

3 0,665

6, 29,501
6,762,126

6,652,5 7
6,993,212

6 , 56
2,269,382
, 28,288
6,762,126

76,607
2,525, 15
,391,190
6,993,212

3,965,17
(2 2,066)
(1, 87,511)

3,8 1,699
(219,631)
(1, 70,207)

2,235,597

2,151,861

Other in estments at cost
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 387,367 at December 31,
2018 and 2017.
ines of cre it
The Company was able to borrow up to 2,000,000 under a revolving line of credit
agreement that expired on May 2018. The Company elected to not renew this line of
credit. Interest was payable monthly at 1 per annum above the prime interest rate. As
of December 31, 2018 and 2017, the Company had no amounts outstanding under the
revolving line of credit. The agreement was personally guaranteed by officers of the
Company and was secured by a deed of trust on a self storage facility owned by the
olden State Self Storage partnership referred to in ote . The line of credit was also
collaterali ed with an assignment of rents of the partnership.

See Independent Accountants’ Review Report.
23

O AI OI COMPAN AND SU SIDIARIES
NOTES TO CONSO IDATED FINANCIA STATEMENTS
ines of cre it continue
In October 2013, the Company obtained a revolving line of credit with a bank. The line
was renewed in May 2018 with a maximum borrowing amount of 5,300,000 and a
maturity date of May 2020 at which time all outstanding principal and accrued interest
are due. The line is secured by a deed of trust on a self storage facility in Santa Clarita,
CA. Interest is payable monthly at 1 per annum above the Wall Street ournal Prime
Rate, but no less than .5 per annum. The agreement also contains various financial
and non financial covenants. The Wall Street ournal Prime Rate in effect as of
December 31, 2018 was 5.5 . As of December 31, 2018 and 2017 the Company has an
outstanding balance under this line of credit of 5,300,000 and 0, respectively.
In April 2018, the Company obtained a revolving line of credit with a bank with a
maximum borrowing amount of
,000,000 and a maturity date of April 2020 at which
time all outstanding principal and accrued interest are due. The line is secured by a
deed of trust on a self storage facility in orth ills, CA owned by olden State Self
Storage partnership ( ote ). The line is also secured with an assignment of rents of the
partnership. Interest is payable monthly at 1 per annum above the Wall Street ournal
Prime Rate, but no less than .5 per annum. The agreement also contains various
financial and non financial covenants. The Wall Street ournal Prime Rate in effect at
December 31, 2018 was 5.5 . As of December 31, 2018 the Company has an
outstanding balance of 1,990,000.
In April 2018, the Company obtained a revolving line of credit with a bank with a
maximum borrowing amount of
,000,000 and a maturity date of April 2020 at which
time all outstanding principal and accrued interest are due. The line is secured by a
deed of trust on a self storage facility in ardena, CA owned by olden State Self
Storage partnership ( ote ). The line is also secured with an assignment of rents of the
partnership. Interest is payable monthly at 1 per annum above the Wall Street ournal
Prime Rate, but no less than .5 per annum. The agreement also contains various
financial and non financial covenants. The Wall Street ournal Prime Rate in effect at
December 31, 2018 was 5.5 . As of December 31, 2018 the Company has no amounts
outstanding under this line of credit.
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ong term ebt

December 1
201

2017

ote payable secured by a deeds of trust on the self
storage facilities on orth Shore Drive in Big Bear, CA,
Oak Street in Santa Clarita, CA and East Tropicana in as
egas,
and other security. The note is payable in
monthly installments of 73,089, including interest at
.93 . The final payment is due une 2027, representing
a balloon payment of approximately 9,19 ,000. Under
the terms of the loan, a prepayment premium is payable by
the Company should there be a prepayment of the loan.
The loan also includes provisions whereby the lender has
recourse against the Company and guarantors for certain
breaches, actions, and or events. The Conditional
Springing uaranty for Springing Recourse Events , as
defined in the agreement, were executed by certain
officers of the Company.

12,108,803

12,373, 18

ote payable secured by a deed of trust on the self
storage facility on entura Boulevard in Oxnard, CA. The
note is payable in monthly installments of 22,89 ,
including interest at 6.38 , final payment due ovember
2023. Under the terms of the loan, a prepayment premium
is payable by the Company should there be a prepayment
of the loan. The loan is guaranteed by an officer of the
Company.

1,156,807

1,350,959

ote payable secured by deed of trust on the self storage
facility on East on ales Road in Oxnard, CA. The note is
payable in monthly installment of 9,28 including interest
at .67 , final payment due December 2027. Under the
terms of the loan, a prepayment premium is payable by the
Company should there be a prepayment of the loan.

817,390

888,813

1 ,083,000

1 ,613,190

Total long term debt
ess unamorti ed debt issuance costs
ong term debt less unamorti ed
issuance costs

(207,617)
13,875,383

ess current portion, net of
unamorti ed debt issuance costs

(5 2,2

oncurrent portion, net of
unamorti ed debt issuance costs

13,333,139
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ong term ebt continue
The Company applies the provisions of FASB ASC 835 30 Imputation of Interest:
Simplifying the Presentation of Issuance Costs which requires that debt issuance costs
related to a recogni ed debt liability be presented in the balance sheet as a direct
deduction from the carrying amount of that debt liability, consistent with debt discounts.
The Company reports such costs as a direct deduction from the face amount of the debt.
Similarly, the Company reports amorti ation of debt issuance costs as interest expense.
Debt issuance costs, related to notes payable, included in interest expense was 26,010
and 30,589 for the years ended December 31, 2018 and 2017, respectively.
Future maturities of long term debt are as follows:

ears Ending December 31,
2019
2020
2021
2022
2023
Thereafter

568,25
599,868
633,271
668,573
682,981
10,930,053
1 ,083,000

Asset retirement obligation
Asset retirement obligation consists of estimated costs of dismantlement, removal, site
reclamation and other similar activity 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
Income and Retained Earnings. Subsequent adjustments in the cost estimate are reflected
in the liability and the amounts continue to be amorti ed over the useful life of the related
long lived asset.
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Changes in Asset Retirement Obligations for the years ended December 31, 2018 and
2017 were as follows:

December 1
201
Asset retire obligation, beginning of year
Increase in obligation
Accretion expense
Asset retirement obligation end of year

2017

666,278
178,901
273,296

286,168
16 ,389
215,721

1,118, 75

666,278

Income ta es
Income tax expense for the years ended December 31, 2018 and 2017, consists of the
following:

December 1
201
Current provision
Federal income tax
State income tax
Total current provision for income taxes
Deferred income tax expense (benefit)
Temporary differences
Total income tax expense

2017

21,153
113,6 9

523,5 3
227,173

53 ,802

750,716

801,575

( 8,125)

1,336,377

702,591

The significant temporary differences and their related deferred tax asset (liability)
balances are as follows:

December 1
201
Depreciable assets
Asset retirement obligations
Cash basis adjustments
Unreali ed gains and losses on investments
Total deferred income taxes

2017

(1,308,616)
190,938
117,892
(56,666)

( 07,636)
109,386
96, 0
(100,970)

(1,056, 52)

(302,816)

The Company applies FASB ASU 2015 7, Income Taxes (Topic 7 0) Balance Sheet
Classification of Deferred Taxes , which requires deferred tax liabilities and assets to be
classified as noncurrent in a classified statement of financial position.
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Pension plan
The Company participates in profit sharing and qualified 01(k) plans with TRO Company
(see ote 13). 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 contributed 57,37 and 57,181 during the years ended December 31,
2018 and 2017, respectively.

11

Commitments an contingencies
Operating leases
The Company leases an office facility under a non cancelable
operating lease. This lease currently calls for monthly payments totaling 7,158 and
expires December 2020.
The future minimum rental payments required under these operating leases are as follows:

ears Ending December 31,
2019
2020

88,500
91,100
179,600

Total rent expense for the years ended December 31, 2018 and 2017 was 85,896 and
83,9 0, respectively.
12

Rental income to be recei e
During the year ended December 31, 2018, the Company leased retail space to tenants
under non cancelable leases with terms in excess of one year and up to five years. The
future rental payments on non cancelable operating leases related to the leases are
receivable as follows:
ears Ending December 31,
2019
2020
2021
2022
2023

88,000
71,000
6 ,000
66,000
56,000
3 5,000

See Independent Accountants’ Review Report.
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Relate party transactions
TRO Company, a California imited iability Company, is related through ownership by
officer stockholders. It is a general partner in the self storage facility partnerships
described in ote . The Company received 2 3,889 and 223,573 in 2018 and 2017,
respectively, in management fees from the self storage facility partnerships.
The Company also received 111,152 and 110,3 3 from TRO Company in 2018 and
2017, respectively, in self storage management fees and administration fees.
In 1978, 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 a Blue Shield 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
6 participants in the Plan as of December 31, 2018, of which 35 were employees. The
Company contributed
0,72 and 386,385 during the years ended December 31, 2018
and 2017, respectively.

1

Fair alue 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, 2018 and 2017:
Fair alue Measurements at Reporting Date Using
uoted Prices in
Active Markets
Significant Other
Significant
for Identical
December 31,
Observable
Unobservable
2018
Inputs ( evel 2)
Inputs ( evel 3)
Assets ( evel 1)

Description
Recurring Basis:
Assets:
Short term investments
Marketable securities
Total
on recurring Basis:
iabilities:
Oil well abandonment

28,868
1,590,173

1,2 7,825

3 2,3 8

1,590,173

1,2 7,825

3 2,3 8

1,118, 75

28,868

1,118, 75

See Independent Accountants’ Review Report.
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1

Fair alue measurements continue
Fair alue Measurements at Reporting Date Using
uoted Prices in
Active Markets
Significant Other
Significant
December 31,
for Identical
Observable
Unobservable
2017
Assets ( evel 1)
Inputs ( evel 2)
Inputs ( evel 3)

Description
Recurring Basis:
Assets:
Short term investments
Marketable securities
Total
on recurring Basis:
iabilities:
Oil well abandonment

3,77

3,77
1,398, 85

1,398, 85

1,

1,398, 85

2,259

3,77

666,278

666,278

The oil wells ARO fair value as of December 31, 2018 and 2017 was 1,118, 75 and
666,278, respectively. The Company recorded an increase in the ARO of 273,296 and
215,721 in 2018 and 2017, respectively, as a charge to accretion expense. The fair
value of the ARO was increased by 178,901 and 16 ,389 in 2018 and 2017,
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 to those assets held at
December 31, 2018:
Fair

alue Measurements
Using Significant
Unobservable Inputs ( evel 3)
Short term
investment
Beginning balance
Amounts received in current year

3,77
(1 ,906)

Ending balance

1

28,868

Subse uent e ents
The Company has evaluated subsequent events through March 22, 2019, which is the
date the financial statements were available to be issued.
The Company has an approved Application for Commercial Mortgage oan from a lender
for a mortgage loan of 11,000,000. The loan will be collaterali ed by one existing storage
facility. The loan will be payable in 120 monthly installments of 60,581, including interest
at . 1 , with the remaining principal balance due at the end of the payment term. The
loan is expected to be funded on or before April 25, 2019.
See Independent Accountants’ Review Report.
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Golden State Storage on Horizon Ridge, Henderson, NV

Golden State Storage on Pueblo Blvd, Henderson NV

Ventura Professional Building - Sold in 2018
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Upper Ojai Crude Oil Pricing
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