


 

TO OUR SHAREHOLDERS: 

As a bit of history on our expansion in Las Vegas, our first venture in 2005 was by chance – folks we knew hired us to 
manage their facility in Henderson, just east of town. It took us a few years to understand this desert city, but in 2012 
we finally purchased our first self-storage facility (about 78,000 square feet of rentable) in Las Vegas on Tropicana 
Avenue. In 2017 we purchased an additional 67,581 sq ft of rentable on Rainbow Boulevard, just west of town center. 
That year we also purchased 4.3 acres of vacant land south-west of town on Blue Diamond Road. In 2018 we purchased 
an additional two facilities, both in Henderson - one on Horizon Ridge with 109,236 sq ft of rentable, and one on Pueblo 
Boulevard with 82,350 sq ft of rentable. By the time you receive this report, we should have started construction on the 
Blue Diamond land for 109,975 sq ft of rentable, quite a large facility involving four buildings.  

To manage these ventures and oversee increased expenses, in late 2019 we upgraded our accounting program from 
Sage50 (which we had used for over 15 years) to a more modern program called Sage Intacct (short for internet 
accounting). Our accounting data is now stored in “the cloud”. Moving our 10+ business entity’s accounts to this new 
accounting program along with choosing an outside payroll company has been an adventure that has taken up a lot of 
our effort this past year. Our new accountancy – CBIZ – has helped to compile the information for this annual report. 

Managing storage facilities is only a portion of the work we do in our corporate office. In order to purchase new assets, 
it is necessary to juggle our own funds and obtain additional financing. In 2019, we obtained loans on two of our storage 
facilities for a total of $16,500,000. The origination and interest expenses on these loans have had a short term 
reduction in net income until we are able to increase rental income in the Las Vegas area.  

Our oil production business has been fraught with some challenges during the last few months. On October 31, 2019, 
the Maria fire on South Mountain did sizable damage to our partnership oil production facility on our SM&O lease, 
closing down the business for three months. Also at this writing, the price of crude has dropped below $25 per barrel 
following a rapid drop in demand and foreign overproduction. In addition to this news, the State of California has 
mandated the closure of certain waste-water facilities, forcing us to transport our crude to a disposal facility near Taft at 
a high cost. Hopefully conditions change in short order! 

Referencing the Consolidated Statements of Income, the 2019 Operating Income is approximately $342,000 less than 
2018.  We have continued our policy of increasing dividends to a total of $1.65 per share during 2019. A dividend of 
$0.40 per share, amounting to $115,639 was paid in May to stockholders of record on of April 30, 2019. A dividend of 
$1.25 per share, amounting to $358,568 was paid in December to stockholders of record as of December 1, 2019. There 
were 286,804 shares outstanding as of December 31, 2019. Retained earnings increased by $444,966. 

Due to social distancing restrictions, our annual meeting will not be held at a physical building, but instead via 
telecommunication using computers at 10 a.m. on Tuesday, April 14th, 2020. We hope to see you there, and are certainly 
sorry COVID-19 forced us to change plans for everyone’s safety. For more information on our meeting, visit 
www.ojaioil.com/investors. 

 

Sincerely,  
C. Douglas Off, President  

This report was designed for double sided printing
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Corporate Office 
400 West Ventura Boulevard, Suite 100 
Camarillo, California 93010 
(805) 388-5858 
 
Transfer Agent  
The Company acts as its own transfer agent and registrar.   
 
Accountants 
Andrew Keifer  
CBIZ, MHM, LLC 
300 East Esplanade Drive, Suite 205 
Oxnard, CA 93036 
(805) 988-3222 
 
Legal Council 
Patrick T. Loughman 
Lowthorp Richards 
300 Esplanade Drive, Suite 850 
Oxnard, California 93036 
(805) 981-8555 
 
Officers  
C. Douglas Off - Chairman of the Board, President, and Director 
David C. Edward - Senior Vice President, Treasurer, and Director  
Ryan D. Off - Vice President, Secretary, and Director 
Tracy A. Off - Vice President, Assistant Secretary, and Director 
Sarah Monroe-Allen - Assistant Secretary-Treasurer 
Shawn McPherson - Assistant Secretary-Treasurer 
Shelly Walters - Assistant Secretary-Treasurer 
 
Other Directors 
Frank McEnulty - President, Meghan Matthews, Inc. 
Laureston McLellan - President, Windward Asset Management, Inc. 
Dudley Muth – Real Estate and Securities Attorney/Consultant 
Steve Richardson - Richardson Consulting, Inc., California Professional Geologist 
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3 Year Overview

Gross Revenues Net Cash Flow from Operations
$ in thousands 8% $ in thousands 7%

19 19

18 18

17 17

Pre-tax Profit Earnings per Share
$ in thousands -70% in dollars -70%

19 19

18 18

17 17

Oil Production Oil Revenue
in barrels 1% $ in thousands -15%

19 19

18 18

17 17

Storage under management Gross Revenue from Storage Facilities
in square feet 0% $ in thousands 11%

19 19

18 18

17 17

Average Monthly Rent per Occupied Sq Ft Capital Improvements and R&M 
in dollars 4% $ in thousands 104%

19 19

18 18

17 17

1,252,725

1,061,312

1.18

1.14

2,354

2,013

3.66

12.31

4.25

763

900

537

1,316

646

858

11,062

9,918

1.15

10,726

11,207

9,015

10,020

2,524

7,775

9,935

8,484

1,486

4,907

1,939                     

1,251,622
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Forward Looking Statements 

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. Forward 

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 forward-looking statements to anticipate future results. 
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Five-Year Summary of Selected Financial Data 
Dollar amounts in thousands, except for per-share amounts and shares outstanding 

 
For the years ended 
December 31 2019 2018 2017 2016 2015 
RESULTS OF 
OPERATIONS      

 Revenues $10,726 $9,935 $8,484 $7,401 $6,560 

 Expenses 8,166 7,033 6,007 4,832 4,611 

 Operating Income 2,560 2,902 2,477 2,569 1,949 

 Net Income 1,053 3,580 1,236 1,440 1,178 

 

Earnings per 
common share 3.66 12.31 4.25 4.95 4.04 

FINANCIAL 
POSITION      

 

 Total assets 52,411 45,197 34,016 23,064 20,381 

 Long-term debt 27,852 13,333 14,083 3,127 3,518 

 

Stockholders' 
equity 21,434 21,182 17,947 16,931 15,801 

DIVIDENDS PER 
SHARE 1.65 1.35 1.25 1.20 1.07 

 

SHARES 
OUTSTANDING 286,804 290,702 290,702 290,715 291,213 

 

 

OPERATING RESULTS BY DIVISION (amounts in thousands) 

Oil Operations     2019   2018  2017  

Revenues    $763  $ 900  $  537  
Operating expenses     394     545      303   
Income from oil operations  $369   $ 355  $  234  
 
Our new property manager and pumper, West Coast Operators, INC. operated by Shawn Hawley, has completed a few 
months with us, doing an excellent job of maintaining our South Mountain and Upper Ojai properties. Bob Dent who 
worked for your Company for 17 years decided to move to Texas. Our production on the South Mountain Lease SM&O is 
operated by Jim Mansdorfer, a Petroleum Engineer who owns 30% of the Lease.  Shawn Hawley also is the pumper for 
Jim’s business, Homeland Oil and Gas. 
 
Overall production slid following numerous repairs; and coupled with a reduction in the price of crude, income was 
down over the past year. 
 
December 31, 2019 Ojai Oil’s crude oil price was $71.50 per Barrel. 
 
Even with the recent drop in the price of oil, we intend to continue operating our Upper Ojai lease as the cost of 
production is low as a result of our solar array and the wells physical downhole structure may degrade if we stop 
pumping.  



6

Self Storage Operations  

        2019     2018     2017  
Revenues    $12,342 $9,015  $7,776  
Operating expenses          6,532    3,376    3,166  
Income from self-storage operations     $  5,810  $5,639  $4,610  
 
Those facilities in the portfolio which are either wholly or partially owned by the Company saw strong revenue growth of 
37%. Vacancy was generally 2% higher than in 2018 but we saw solid rental growth both for new customers and existing 
customers; especially those at acquired facilities which had been undermanaged. We also refined our capability within 
our management software (and website) to automatically tailor promotions to achieve revenue targets. Finally, we knew 
we would rent up the largely empty facility we bought shortly after completion in North Henderson and by year end we 
were on target. 

Our operating expenses were up by almost 100% as we continued to not only maintain and continually improve existing 
facilities but also to address deferred maintenance on recently acquired facilities. The increased revenues of the 
portfolio permitted us to carry out this work. As they say, we prefer to fix the roof while the sun is shining. 

 

Managed Properties Fee Income 

     2019  2018  2017  
Revenues    $450  $419  $413  
 
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. 

All of the Managed Storage properties saw strong revenue growth varying between 2.5% and 9%. This was as a result of 
strong markets, refreshing the appearance of certain properties and manager training. Two proposals in 2019 for third 
party management of storage facilities were unsuccessful; it is often hard to convince an owner that we can do a better 
job! 

At the end of 2019 we commenced the implementation of an in-house call center and specialist dynamic pricing 
software. Both of these will of course improve performance for all facilities and are crucial assets in the increasingly 
competitive third party managed marketplace.  
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General and Administrative Expenses 

        2019     2018     2017  
Expenses    $1,783  $1,617  $1,600  
 
General and Administrative Expenses (not including depreciation or a provision for income taxes) for 2019 increased 
over 2018 by 10.3%. 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.  

During 2019, the company took on the arduous task of changing our accounting software and outsourcing payroll, there 
were one time set up costs associated with these changes.  One benefit of this action is the ability for our team to be 
able to work remotely which has been very useful during the COVID-19 disruption. 

Acquisition and Development 

During 2019, we obtained loans on two of our storage facilities for a total of $16,500,000. The first loan has our storage 
facility on Auto Center Drive in Oxnard, California (OXN) as collateral. This loan was acquired from United of Omaha Life 
Insurance Company for $11,000,000 at an interest rate of 4.41% on a term of 10 years with a 25 year amortization. The 
second loan was with our self storage facility on Horizon Ridge Pkwy in Las Vegas, Nevada as collateral. This loan 
acquired from  State Farm Life Insurance Company for $5,500,000 at an interest rate of 3.8% on a term of 10 years with 
30 year amortization. 

Throughout 2019, we were unable to acquire any new storage facilities due to sellers asking for prices we determined to 
be too high.  

In 2020, we will start construction of our storage facility on S Grand Canyon in Las Vegas. We hope to end construction 
around April 2021. We also anticipate starting redevelopment of our Santa Fe Springs, California storage facility toward 
the end of the year. 

The company invested $100,000 in a syndicated self storage deal in Goleta, CA and intend to be part of more 
syndications in 2020.   

We anticipate the market for storage facilities to loosen up as new development continues. We are hoping to purchase 
1-3 storage facilities in 2020 in areas including Nevada, Oregon, Washington, Arizona or New Mexico.  

The Company also continues to consider investments in other commercial real estate, private equity, and venture 
capital. 
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Mayer 
Hoffman
McCann P.C.

       ® An Independent CPA Firm 

________________________________________________________________________________________ 

OJAI OIL COMPANY AND SUBSIDIARIES 

CONSOLIDATED FINANCIAL STATEMENTS 

Years Ended December 31, 2019 and 2018 



9

300 E. Esplanade Dr., Suite 250     Oxnard, CA  93036 
Main: 805.988.3222    Fax: 805.988.3220    www.mhmcpa.com 

Member of Kreston International — a global network of independent accounting firms 

 

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 sheets as of 
December 31, 2019 and 2018, and the related consolidated statements of income and 
comprehensive income, changes in stockholders’ equity and cash flows for the years then 
ended, and the related notes to the consolidated 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 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, 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 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 20, 2020 
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 OJAI OIL COMPANY AND SUBSIDIARIES 

See Notes to Consolidated Financial Statements 
See Independent Accountants’ Review Report.  

CONSOLIDATED BALANCE SHEETS 

December 31, 2019 and 2018 

CURRENT ASSETS
Cash and cash equivalents $ 1,456,090    $ 1,065,594  
Marketable securities, available-for-sale 10,795,150 1,590,173  
Rent and other receivables, net 187,022  163,385     
Prepaid expenses and refundable income taxes 356,672  670,585     

TOTAL CURRENT ASSETS 12,794,934 3,489,737  
INVESTMENTS

General partnerships, equity method investments 1,770,422    1,771,008  
Other investments, at cost 510,208  416,235     

TOTAL INVESTMENTS 2,280,630    2,187,243  
LAND, BUILDING AND EQUIPMENT, net 37,323,007 39,503,943   
OTHER ASSETS 12,677    15,752  

TOTAL ASSETS $ 52,411,248   $ 45,196,675   

CURRENT LIABILITIES
Current portion of long-term debt, net $ 687,193  $ 542,244     
Accounts payable and accrued liabilities 266,065  533,273     
Deferred revenue 223,365  141,322     
Lines of credit - 7,290,000

TOTAL CURRENT LIABILITIES 1,176,623    8,506,839  
LONG TERM LIABILITIES

Long-term debt, net, less current portion above 27,852,232 13,333,139   
Oil wells abandonment retirement obligation 1,032,380    1,118,475  
Deferred income tax liabilities 915,469  1,056,452  

TOTAL LONG TERM LIABILITIES 29,800,081 15,508,066   
TOTAL LIABILITIES 30,976,704 24,014,905   

COMMITMENTS AND CONTINGENCIES (NOTE 11)

CAPITAL CONTRIBUTED
Capital stock-stated value, 750,000 shares authorized; 
shares issued and outstanding: 286,804 and 
290,702 shares, respectively    195,854  195,854 

RETAINED EARNINGS    21,135,417  20,690,451 
ACCUMULATED OTHER COMPREHENSIVE INCOME 17,163    165,710     

TOTAL OJAI OIL COMPANY
STOCKHOLDERS' EQUITY 21,348,434 21,052,015   

NON-CONTROLLING INTEREST 86,110    129,755     
TOTAL EQUITY 21,434,544 21,181,770   
TOTAL LIABILITIES AND EQUITY $ 52,411,248   $ 45,196,675   

2019 2018
A S S E T S

L I A B I L I T I E S

S T O C K H O L D E R S’   E Q U I T Y
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 OJAI OIL COMPANY AND SUBSIDIARIES 

See Notes to Consolidated Financial Statements 
See Independent Accountants’ Review Report.  

CONSOLIDATED STATEMENTS OF INCOME AND COMPREHENSIVE INCOME 

Years Ended December 31, 2019 and 2018 

REVENUES
Rental income from self storage facilities $ 8,346,458   $ 7,333,446   
Equity income from self storage partnerships 1,006,062   1,096,115   
Oil and gas sales and royalties 763,497  900,394  
Management fee income 450,220  419,368  
Other income - houses and cell tower leases 159,543  137,632  
Rental income from office building - 47,967 

TOTAL REVENUES 10,725,780   9,934,922   

OPERATING EXPENSES
Self storage operating expenses 3,542,423   2,790,561   
Depreciation, depletion, amortization and accretion expense 2,372,339   1,959,204   
General and administrative expenses 1,783,266   1,617,135   
Oil and gas operating expenses 394,388  545,249  
Office building operating expenses - 69,354 
Other operating expenses 73,124  51,377 

TOTAL OPERATING EXPENSES 8,165,540   7,032,880   

OPERATING INCOME 2,560,240   2,902,042   
OTHER INCOME (EXPENSE)

Interest expense (1,183,042)  (937,504)   
Gain (loss) on sales of land, building, and equipment (270,927)   2,845,269   
Unrealized holding gain (loss) on marketable securities 231,941  -  
Interest and dividend income 120,650  67,706  
Realized gain (loss) on sale of marketable securities 27,544  29,575  

TOTAL OTHER INCOME (EXPENSE) (1,073,834)  2,005,046   

INCOME BEFORE INCOME TAXES 1,486,406   4,907,088   

INCOME TAX EXPENSE 454,288  1,336,377   

NET INCOME 1,032,118   3,570,711   

NET LOSS ATTRIBUTABLE TO 
NON-CONTROLLING INTERESTS (21,144)   (9,217)   

NET INCOME ATTRIBUTABLE TO
OJAI OIL COMPANY 1,053,262   3,579,928   

OTHER COMPREHENSIVE INCOME (LOSS)
Unrealized holding loss on marketable securities arising

during the year (net of deferred taxes of $0
and $39,855, respectively)  4,024  (82,569)

COMPREHENSIVE INCOME $ 1,057,286   $ 3,497,359  

BASIC EARNINGS PER SHARE ON NET INCOME
ATTRIBUTABLE TO OJAI OIL COMPANY $ 3.66  $ 12.31  

2019 2018
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OJAI OIL COMPANY AND SUBSIDIARIES 

See Notes to Consolidated Financial Statements 
See Independent Accountants’ Review Report.  

CONSOLIDATED STATEMENTS OF CASH FLOWS 

Years Ended December 31, 2019 and 2018 

CASH FLOWS FROM OPERATING ACTIVITIES
Net income $ 1,032,118   $ 3,570,711    
Adjustments to reconcile net income to net cash

flows from operating activities:
Depreciation, depletion, amortization, and accretion expense 2,372,339   1,959,204    
Amortization of debt issuance costs 47,407  26,010    
Deferred income tax expense (benefit) (140,983)    801,575  
Change in allowance for doubtful accounts (21,360)   30,660    
Income from equity method investments (906,415)    (995,262)   
(Gain) loss on sales of land, building, and equipment 270,927  (2,845,269)   
Realized gain on sale of marketable securities (27,544)   (29,575)   
Unrealized holding gain on marketable securities (231,941)    -  

Decrease (increase) in operating assets:
Rent and other receivables (2,277)   (89,105)   
Prepaid expenses and refundable income taxes 313,913  (297,224)   
Other assets 3,075    34,052    

Increase (decrease) in operating liabilities
Accounts payable and accrued liabilities (267,208)    199,936  
Deferred revenue 82,043  (12,078)   

NET CASH FLOWS FROM OPERATING  
ACTIVITIES 2,524,094   2,353,635    

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of marketable securities (9,898,008)  (539,032)   
Proceeds from sale of marketable securities and investments 956,541  246,411  
Distributions received from partnerships 907,000  927,500  
Purchase of other investments (100,000)    -  
Collections received from other investments 6,027    14,906    
Purchase of land, building, and equipment (548,425)    (17,814,900)  
Proceeds from sales of land, building, and equipment - 4,555,000 

NET CASH FLOWS FROM INVESTING 
ACTIVITES (8,676,865)  (12,610,115)  

CASH FLOWS FROM FINANCING ACTIVITIES
Net borrowings (repayments) on lines of credit (7,290,000)  7,290,000    
Proceeds received from long term debt 15,410,750   -  
Principal payments on long-term debt (571,405)    (530,190)   
Debt issuance costs (222,710)    -  
Dividends on common stock (474,207)    (392,448)   
Distributions to non-controlling interest (22,501)   
Redemption of common stock (286,660)    -  
Contributions frpm non-controlling interest - 133,004 

NET CASH FLOWS FROM FINANCING 
ACTIVITIES 6,543,267   6,500,366    

NET CHANGE IN CASH AND CASH EQUIVALENTS 390,496  (3,756,114)   
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 1,065,594   4,821,708    
CASH AND CASH EQUIVALENTS, END OF YEAR $ 1,456,090   $ 1,065,594    

2019 2018
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OJAI OIL COMPANY AND SUBSIDIARIES 

See Notes to Consolidated Financial Statements 
See Independent Accountants’ Review Report.  

CONSOLIDATED STATEMENTS OF CASH FLOWS (CONTINUED) 

Years Ended December 31, 2019 and 2018 

Supplemental Cash Flow Information: 

Cash paid: 
Interest $   1,183,042 $   911,494 

Income taxes $   234,483 $   806,000 

20182019
Years Ended December 31,

Noncash investing and financing activities: 

2019: Land, buildings and equipment decreased by $58,357 due to revisions made in 
the asset retirement obligation. 

2019: The Company obtained long-term financing on the property located on Ventura 
Boulevard in Oxnard, CA in the amount of $11,000,000.  Through the loan proceeds 
distribution process, $1,089,295 was used to directly repay an outstanding note payable 
(see Note 7).   

2018: Land, 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, LLC. 
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OJAI OIL COMPANY AND SUBSIDIARIES  

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

See Independent Accountants’ Review Report. 

( 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 Nevada.  

Principles of consolidation – The accompanying consolidated financial statements 
include the accounts of Ojai, Golden State Storage One, LLC (GSS One), SM&O, LLC 
(SM&O), GSS Blue Diamond, LLC (GSS Blue), GSS Horizon Ridge, LLC (GSS Horizon), 
GSS Oxnard LP (GSS Oxnard), and GSS Management, LLC (GSS Management). GSS 
One, GSS Blue, GSS Horizon, and GSS Management are separately formed limited 
liability companies. Ojai is the sole member of the LLCs. GSS Oxnard is a limited 
partnership owned by GSS Management and Ojai. SM&O, is a separate limited liability 
company of which Ojai owns 70%. The Company recognizes noncontrolling interests for 
the percent not owned. All significant intercompany balances and transactions have been 
eliminated in consolidation. 

Ojai and its subsidiaries, GSS One, GSS Blue, GSS Horizon, GSS Oxnard, GSS 
Management, and SM&O, are collectively referred to herein as the “Company.” 

Oil and gas property and equipment – 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 capitalized. Geological and geophysical 
costs are expensed when incurred. Costs of exploratory wells are capitalized as 
Exploratory Well Costs pending determination of whether the wells find proved oil and gas 
reserves. Exploration 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. Existing economic conditions
include prices and costs at which economic production from a reservoir is to be
determined.

Long-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.  



16

OJAI OIL COMPANY AND SUBSIDIARIES  

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

See Independent Accountants’ Review Report. 

( 1 ) Summary of significant accounting policies (continued) 

For proved crude oil and natural gas properties, the Company assessed that there was no 
impairment in the carrying value in 2019 or 2018. 

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." 

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 capitalized. 

Revenue recognition – The Company primarily derives its revenues from three 
sources: rental of properties, oil and gas sales and royalties, and property management 
services.   

Revenue from self-storage, commercial and residential properties is recognized 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 recognized in subsequent periods.  Rent is due on the anniversary date of 
every month and considered delinquent ten days after the due date.   

Revenue from oil and gas sales is recognized at the value of consideration received or 
receivable, when the performance obligation is satisfied. The performance obligation is 
satisfied when significant risks and rewards of ownership have been transferred, which 
is when title passes to the customer, typically upon delivery.   

Revenue from property management services are invoiced and recognized as the 
services are provided.  The Company typically invoices these services monthly. Typical 
payment terms provide that customers pay within 30 days of invoice.  
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OJAI OIL COMPANY AND SUBSIDIARIES  

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

See Independent Accountants’ Review Report. 

( 1 ) Summary of significant accounting policies (continued) 

Use of estimates – The preparation of consolidated financial statements in conformity 
with accounting principles generally accepted in the United States of America (U.S. 
GAAP) 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 and cash equivalents – 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.  Periodically throughout 
the years ended December 31, 2019 and 2018, the Company has maintained balances 
in excess of the insured limits.    

Rent and other receivables and allowance for doubtful accounts – Rent and other 
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, 2019 and 2018, the allowance for doubtful accounts was $48,388 and 
$69,748, respectively.  

Joint controlled assets – Previously, the Company’s exploration activity was conducted 
through a Joint Operating Agreement (JOA) 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 JOA. The 
acquiring entity operated the lease and allocated 30% of all income and expenses to the 
Company. As of April 1, 2018, SM&O was formed and all activity was transferred to 
SM&O. The Company currently owns 70% of SM&O. 

Marketable 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.  
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OJAI OIL COMPANY AND SUBSIDIARIES  

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

See Independent Accountants’ Review Report. 

( 1 ) Summary of significant accounting policies (continued) 

On January 1, 2019, the Company adopted Financial Accounting Standards Board 
(FASB) Accounting Standards Update (ASU) 2016-01 Financial Instruments- Overall: 
Recognition and Measurement of Financial Assets and Financial Liabilities and ASU No. 
2018-03, Technical Corrections and Improvements to Financial Instruments—Overall 
(Subtopic 825-10): Recognition and Measurement of Financial Assets and Financial 
Liabilities, which change the accounting for equity investment securities.  As of January 
1, 2019, the Company’s investments in available-for-sale equity securities are carried at 
fair value, with unrealized gains and losses included in net income. The Company’s 
investments in available-for-sale debt securities are carried at fair value, with unrealized 
gains and losses recorded as other comprehensive income.  

Additionally, as of the adoption date, the Company adjusted the carrying value of non-
marketable equity securities up or down for observable price changes in orderly 
transactions for identical or similar investments of the same issuer and for impairment, if 
any (referred to as the measurement alternative). All gains and losses on non-
marketable equity securities, realized and unrealized, are recognized in other income 
(expense), net.  

The guidance is applied prospectively, resulting in the recognition of unrealized gains 
from equity securities that occurred in prior periods in the first period of adoption.  

Realized gains 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. 

The Company maintains its investments with Wells Fargo Advisors. The balances are 
insured by the Securities Investor Protection Corporation (SIPC) up to the effective limit 
as of December 31, 2019. Periodically throughout the years ended December 31, 2019 
and 2018, the Company has maintained balances in excess of the insured limits.    

Depreciation and amortization – Depreciation and amortization 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.   

Leasehold 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 capitalized. 

Long-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 
recognized based on the excess of the asset’s carrying amount over the fair value of the 
asset.  

Construction in progress for the properties is stated at cost. No provision for depreciation 
is made on construction in progress until the assets are complete and placed into 
service. 
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OJAI OIL COMPANY AND SUBSIDIARIES  

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

See Independent Accountants’ Review Report. 

( 1 ) Summary of significant accounting policies (continued) 

Abandonment 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 capitalizes the cost by increasing the carrying amount 
of the related properties, plant and equipment. Over time the liability increases or 
decreases for the change in its present value, while the capitalized cost depreciates over 
the unit of production method. The Company applies FASB Accounting Standards 
Codification (ASC) 410-20 Accounting for Asset Retirement Obligations when 
accounting for the future abandonment of the Company's oil wells. 

Earnings per share – Basic earnings per share are calculated based on the weighted 
average number of common stock shares outstanding during the year. 

Fair value measurements – The Company applies FASB ASC 820-10 Fair Value 
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. FASB 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 prioritizes fair value measurements based on the types of inputs used in 
the valuation technique. The inputs are categorized in the following levels:  

Level 1 – Observable inputs such as quoted prices in active markets for identical assets 
or liabilities  

Level 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  

Level 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. 

The Fair Value 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 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 of amounts presented do not represent the underlying value of 
the Company.   
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OJAI OIL COMPANY AND SUBSIDIARIES  

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

See Independent Accountants’ Review Report. 

( 1 ) Summary of significant accounting policies (continued) 

Investment 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 taxes – 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, the use of the cash method of accounting for income tax purposes, realized and 
unrealized 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.  Valuation allowances are established, if necessary, to reduce deferred tax asset 
accounts to the amounts that will more likely than not be realized. 

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 740, Income Taxes (ASC 740), with 
respect to accounting for uncertain tax positions. ASC 740 prescribes that a tax benefit 
from an uncertain tax position may be recognized 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 recognized upon 
adoption of ASC 740 and in subsequent periods.  This interpretation also provides 
guidance on measurement, derecognition, classification, interest and penalties, 
disclosures, and transitions. As of December 31, 2019, the Company does not recognize 
any liability for unrecognized 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 2016, and the state of California income 
tax examinations by tax authorities for years before 2015. 

It is the Company's policy to classify interest and penalties recognized on underpayment 
of income taxes as income tax expense. 

 Reclassification – Certain items in the 2018 financial statements have been reclassified 
to conform to the 2019 presentation.  There has been no change to previously reported net 
income or stockholders’ equity.   
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OJAI OIL COMPANY AND SUBSIDIARIES  

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

See Independent Accountants’ Review Report. 

( 1 ) Summary of significant accounting policies (continued) 

Debt issuance costs – 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 recognized 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 amortization of debt issuance costs 
as interest expense. 

Recently adopted accounting pronouncements – In May 2014, the FASB issued 
Accounting Standards Update (ASU) 2014-09, Revenue from Contracts with Customers 
(Topic 606), and issued subsequent amendments to the initial guidance in August 2015, 
March 2016, April 2016, May 2016, and December 2016 within ASU 2015-14, ASU 
2016-08, ASU 2016-10, ASU 2016-12, and ASU 2016-20, respectively. This guidance 
requires that entities recognize revenue to depict the transfer of promised goods or 
services to customers in an amount that reflects the consideration to which the entity 
expects to be entitled in exchange for those goods or services. In July 2015, the FASB 
decided to delay the effective date of ASU 2014-09 by one year. As a result, non-public 
companies are required to apply the new standard to annual reporting periods beginning 
after December 15, 2018. Early adoption is permitted under several options, the earliest 
for years beginning after December 31, 2016. The Company adopted the ASU and 
amendments during the year ended December 31, 2019, and it had no impact. Since the 
Company’s lease contracts currently under the guidance at ASC 840, Leases, and under 
ASC 842, Leases, beginning January 1, 2020, are specifically excluded from ASU 2014- 
09’s scope, most of the Company’s rental revenue continues to follow leasing guidance. 
 Additionally, as part of ASU 2014-09, the FASB issued consequential amendments to 
other sections, eliminating ASC 360-20, Real Estate Sales, and adding ASU 2017-05, 
Other Income—Gains and Losses from the Derecognition of Nonfinancial Assets 
(Subtopic 610-20): Clarifying the Scope of Asset Derecognition Guidance and 
Accounting for Partial Sales of Nonfinancial Assets. The sale of the Company’s real 
estate would be considered a sale of nonfinancial assets as defined under ASC 610-20, 
which incorporates the revenue recognition principles in ASC 606. If the Company 
determines it does not have a controlling financial interest in the entity that purchases 
the asset and the arrangement meets the criteria to be accounted for as a contract, the 
Company will derecognize the asset and recognize a gain or loss on sale of the asset 
when control is transferred to the buyer. 

The Company adopted the guidance in ASC 606, Revenue from Contracts with 
Customers, and ASC 610-20, Other Income-Gains and Losses from the Derecognition of 
Nonfinancial Assets, using the modified retrospective approach, effective January 1, 
2019. The Company evaluated the revenue recognition for its contracts with customers 
under the new revenue recognition standard and determined that there were no 
differences in the amounts or timing of revenue recognition. The Company also 
evaluated the sale of its real estate assets under ASC 610-20 and determined there 
were no differences in the timing or amount of gain or loss on sale of our properties. The 
adoption of this guidance did not result in an adjustment to the Company’s retained 
earnings on January 1, 2019. 
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OJAI OIL COMPANY AND SUBSIDIARIES  

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

See Independent Accountants’ Review Report. 

( 1 ) Summary of significant accounting policies (continued) 

In January 2016, the FASB issued ASU 2016-01 Financial Instruments- Overall: 
Recognition and Measurement of Financial Assets and Financial Liabilities. The 
amendments in ASU 2016-01 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 recognized 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 amortized cost for 
organizations that are not public business entities. The Company adopted this guidance 
using the modified retrospective approach, effective January 1, 2019. The Company 
evaluated its equity investments under the new standard.  The adoption of this guidance 
resulted in an adjustment to the Company’s retained earnings on January 1, 2019 of 
$152,571. 

Recently issued accounting pronouncements – In February 2016, the FASB issued 
ASU 2016-02, Leases. The amendments in this update require lessees to recognize 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, 2020. Early adoption is permitted. 
Lessees 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 
consolidated financial statements. 

( 2 ) Marketable securities 

Cost and fair value of marketable securities as of December 31, 2019 and 2018 are as  
follows: 

Equity Securities
Common stock $ 874,875    $ 375,781   $ (26,857)   $ 1,223,799  
Exchange traded funds 168,144    114,645   (868) 281,921 

Total equities securities 1,043,019  490,426   (27,725)   1,505,720  

Debt securities
Debt-mutual funds 66,551   3,344   (570) 69,325 
US Treasury bonds 9,202,942  27,956  (10,793)   9,220,105 

Total debt securities 9,269,493  31,300  (11,363)   9,289,430  

Totals $ 10,312,512  $ 521,726   $ (39,088)   $ 10,795,150  

Cost gains

Gross Gross

losses
Fair 
value

unrealized unrealized

December 31, 2019
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OJAI OIL COMPANY AND SUBSIDIARIES  

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

See Independent Accountants’ Review Report. 

( 2 ) Marketable securities (continued) 

Equity Securities
Common stock $ 738,576     $ 220,824  $ (57,064)   $ 902,336    
Exchange traded funds 219,674     76,933    (4,892)    291,715    

Total equities securities 958,250     297,757  (61,956)   1,194,051   

Debt securities
Debt-mutual funds 56,042  - (2,268) 53,774      
US Treasury bonds 339,693     2,655     - 342,348 

Total debt securities 395,735     2,655     (2,268)    396,122    

Totals $ 1,353,985    $ 300,412  $ (64,224)   $ 1,590,173   

value

Gross Gross
December 31, 2018

unrealized unrealized Fair 
Cost gains losses

Available-for-sale securities are carried in the consolidated financial statements at fair 
value.  For the year ended December 31, 2019, net unrealized holding gain on available-
for-sale equity securities in the amount of $231,941 has been included in net income 
and net unrealized holding gain on available-for-sale debt securities in the amount of 
$17,163 has been included in accumulated other comprehensive income. 

For the year ended December 31, 2018, net unrealized holding gain on available-for-
sale securities in the amount of $236,189 has been included in accumulated other 
comprehensive income. 

The realized gains and losses on the sale of marketable securities during the year ended 
December 31, 2019 and 2018 were as follows: 

Proceeds from sale $ 910,344       $ 46,197      $ 956,541    
Cost 865,820       63,177      928,997    

$ 44,524         $ (16,980)     $ 27,544      

Proceeds from sale $ 228,079       $ 18,332      $ 246,411    
Cost 196,719       20,117      216,836    

$ 31,360         $ (1,785)       $ 29,575      

Realized
losses

Net realized
gain

December 31, 2019

December 31, 2018
Realized Realized Net realized

gains losses gain

Realized
gains
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( 2 ) Marketable securities (continued) 

The cost method used in determining the gain on sale of securities is the first-in, first-out 
method.  

US Treasury bonds mature from January 2020 to June 2021.   

Management evaluates securities for other-than-temporary impairment at least on an 
annual 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. 

( 3 ) Land, buildings, and equipment 

Land, buildings, and equipment consist of the following as of December 31, 2019 and  
2018: 

Oil and gas property, plant and equipment
Royalty interests, surface fees and leases $ 193,652 $ 193,652 
Wells and abandonment costs 1,284,540 1,342,897  
Buildings, well and supporting equipment 1,370,641 1,370,641  

Total, at cost 2,848,833 2,907,190  
Less accumulated depreciation, depletion, and amortization (1,984,988)   (1,813,251)    

863,845 1,093,939  

Commercial property and equipment
Land improvements, buildings and equipment 39,596,250 39,529,208   

(13,304,381)  (11,097,237)  
Total, at cost 26,291,869 28,431,971   

Land 9,773,130 9,773,130  
Construction in progress 394,163 204,903 

36,459,162 38,410,004   

Net land, buildings, and equipment $ 37,323,007   $ 39,503,943   

Less accumulated depreciation

December 31,
20182019

The aggregate depreciation, depletion, and amortization on the above property and 
equipment charged to operations was $2,400,077 and $1,685,908 for the years ended 
December 31, 2019 and 2018, respectively. 
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( 4 ) General partnerships, equity investment method 

The Company owns 50% interest in Golden State Storage (Santa Fe Springs, Gardena, 
North Hills 1). Condensed financial statements of assets and liabilities and income 
statements for the partnership are as follows: 

ASSETS
Current assets $ 143,335    $ 90,375   
Land, building and equipment (net of depreciation)

and other non-current assets 1,437,054   1,423,109   
$ 1,580,389   $ 1,513,484   

LIABILITIES AND CAPITAL 
Current liabilities $ 140,390    $ 64,107   
Partners' capital 1,439,999   1,449,377   

$ 1,580,389   $ 1,513,484   

INCOME STATEMENT
Revenue $ 2,048,206   $ 2,035,987   
Depreciation and amortization (33,531)    (43,685)  
Other operating expenses (854,051)   (794,502)   

NET INCOME $ 1,160,624   $ 1,197,800   

2019 2018
December 31,

The Company owns 33% interest in Golden State Self Storage-Camarillo. Condensed 
financial statements of assets and liabilities and income statements for the partnership are 
as follows: 

ASSETS
Current assets $ 203,037      $ 217,803     
Land, building and equipment (net of depreciation)

and other non-current assets 4,781,129   5,006,392   
$ 4,984,166   $ 5,224,195   

LIABILITIES AND CAPITAL 
Current liabilities $ 29,883  $ 349    
Long-term debt, net 1,978,868   2,244,935   
Partners' capital 2,975,415   2,978,911   

$ 4,984,166   $ 5,224,195   

INCOME STATEMENT
Revenue $ 1,947,654   $ 1,929,187   
Depreciation and amortization (228,818)    (198,381)  
Interest expense (109,673)    (123,262)  
Other operating expenses (646,661)    (569,747)  

NET INCOME $ 962,502      $ 1,037,797   

December 31,
2019 2018
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( 5 ) Other investments, at cost 

Other investments include investments in real estate limited partnerships, Class A 
membership stock in a corporation, and membership interests in Limited Liability 
Companies. These investments are carried at cost, which were $510,208 and $416,235 at 
December 31, 2019 and 2018. 

( 6 ) Lines of credit 

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 Journal Prime 
Rate, but no less than 4.5% per annum.  The agreement also contains various financial 
and non-financial covenants. The Wall Street Journal Prime Rate in effect as of 
December 31, 2019 was 4.75%. As of December 31, 2019 and 2018 the Company has 
an outstanding balance under this line of credit of $0 and $5,300,000, respectively. 

In April 2018, the Company obtained a revolving line of credit with a bank with a 
maximum borrowing amount of $4,000,000 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 North Hills, CA owned by Golden State Self 
Storage partnership (Note 4). 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 Journal 
Prime Rate, but no less than 4.5% per annum. The agreement also contains various 
financial and non-financial covenants. The Wall Street Journal Prime Rate in effect at 
December 31, 2019 was 4.75%. As of December 31, 2019 and 2018 the Company has 
an outstanding balance of $0 and $1,990,000, respectively. 

In April 2018, the Company obtained a revolving line of credit with a bank with a 
maximum borrowing amount of $4,000,000 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 Gardena, CA owned by Golden State Self 
Storage partnership (Note 4). 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 Journal 
Prime Rate, but no less than 4.5% per annum. The agreement also contains various 
financial and non-financial covenants. The Wall Street Journal Prime Rate in effect at 
December 31, 2019 was 4.75%. As of December 31, 2019 and 2018 the Company has 
no amounts outstanding under this line of credit. 
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( 7 ) Long-term debt 

$ 11,830,653  $ 12,108,803  

10,857,343  -    

5,491,789    -    

742,560    817,390   

Note payable secured by deed of trust on the self-storage
facility on East Gonzales Road in Oxnard, CA. The note is
payable in monthly installment of $9,284 including interest
at 4.67%, 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.  

Note payable secured by a deeds of trust on the self-
storage facilities on North Shore Drive in Big Bear, CA,
Oak Street in Santa Clarita, CA and East Tropicana in Las
Vegas, NV and other security. The note is payable in
monthly installments of $73,089, including interest at
4.93%. The final payment is due June 2027, representing
a balloon payment of approximately $9,194,000. 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 Guaranty for "Springing Recourse Events", as
defined in the agreement, were executed by certain
officers of the Company.

20182019

Note payable secured by deed of trust on the self-storage
facility on Horizon Ridge Parkway in Henderson, NV. The
note is payable in monthly installment of $25,628 including
interest at 3.80%. The final payment is due November
2029, representing a balloon payment of approximately
$4,315,560. Under the terms of the loan, a prepayment
premium is payable by the Company should there be a
prepayment of the loan.  

Note payable secured by deed of trust on the self-storage
facility on Ventura Boulevard in Oxnard, CA. The note is
payable in monthly installment of $60,581 including
interest at 4.41%. The final payment is due May 2029,
representing a balloon payment of approximately
$7,998,000. Under the terms of the loan, a prepayment
premium is payable by the Company should there be a
prepayment of the loan.  

December 31,
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( 7 ) Long term debt (continued) 

$ - $ 1,156,807    

Total long-term debt 28,922,345  14,083,000  

Less unamortized debt issuance costs (382,920)    (207,617)    

Long-term debt less unamortized
issuance costs 28,539,425  13,875,383  

Less current portion, net of 
unamortized debt issuance costs (687,193)    (542,244)    

Noncurrent portion, net of
unamortized debt issuance costs $ 27,852,232  $ 13,333,139  

Note payable secured by a deed of trust on the self-
storage facility on Ventura Boulevard in Oxnard, CA. The
note is payable in monthly installments of $22,894,
including interest at 6.38%. The loan was paid off upon the
funding of the note payable noted above and a
prepayment premium of $100,522 was paid. The loan was
guaranteed by an officer of the Company.

2019 2018
December 31,

Debt issuance costs, related to notes payable, included in interest expense was $47,407 
and $26,010 for the years ended December 31, 2019 and 2018, respectively. 

Future maturities of long-term debt are as follows: 

Years Ending December 31,

2020 $   732,768 
2021   766,951 
2022   802,740 
2023   840,211 
2024   879,443 
Thereafter   24,900,232 

$ 28,922,345   
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( 8 ) 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 amortized over the useful life of the related 
long-lived asset.  

Changes in Asset Retirement Obligations for the years ended December 31, 2019 and 
2018 were as follows: 

Asset retire obligation, beginning of year $ 1,118,475 $ 666,278
Increase (decrease) in obligation (58,357)      178,901
Accretion expense (27,738)      273,296

Asset retirement obligation end of year $ 1,032,380 1,118,475

December 31,
20182019

The aggregate accretion on the above obligation charged to operations was -$27,738 and 
$273,296 for the years ended December 31, 2019 and 2018, respectively. 

( 9 ) Income taxes 

Income tax expense for the years ended December 31, 2019 and 2018, consists of the 
following: 

Current provision 
Federal income tax $ 441,551  $ 421,153   
State income tax 153,720  113,649   

Total current provision for income taxes 595,271  534,802   

Deferred income tax expense (benefit) 
Temporary differences (140,983)    801,575   

Total income tax expense $ 454,288  $ 1,336,377   

December 31,
20182019
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( 9 ) Income taxes (continued) 

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

Depreciable assets $ (1,046,392)  $ (1,308,616)  
Asset retirement obligations 182,661     190,938      
Unrealized gains and losses on investments (142,221)    (56,666)       
Cash basis adjustments 90,483       117,892      

Total deferred income taxes $ (915,469)    $ (1,056,452)  

20182019
December 31,

( 10 ) Profit sharing/401(k) plan 

The Company participates in profit sharing and qualified 401(k) plans with TRO Company 
(see Note 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. 
Contributions to the plans for employees engaged at self-storage facilities are included in 
self-storage operating expenses on the income statement. The Company contributed 
$111,985 and $105,964 during the years ended December 31, 2019 and 2018, 
respectively. 

( 11 ) Commitments and contingencies 

Operating leases – The Company leases an office facility under a non-cancelable 
operating lease. This lease currently calls for monthly payments totaling $7,594 and 
expires December 2020.  

The future minimum rental payments required under these operating leases total $91,130 
for the year ended December 31, 2020. 

Total rent expense for the years ended December 31, 2019 and 2018 was $88,703 and 
$85,896, respectively. 
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( 12 ) Rental income to be received 

During the year ended December 31, 2019, 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: 

Years Ending December 31,

2020 $        71,000 
2021        64,000 
2022        66,000 
2023        56,000 
2024        54,000 

$ 311,000      

( 13 ) Related party transactions 

TRO Company, a California Limited Liability Company, is related through ownership by 
officer-stockholders. It is a general partner in the self-storage facility partnerships 
described in Note 4. The Company received $239,044 and $243,889 in 2019 and 2018, 
respectively, in management fees from the self-storage facility partnerships. 

The Company also received $116,244 and $111,152 from TRO Company in 2019 and 
2018, 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 
63 participants in the Plan as of December 31, 2019, of which 35 were employees. The 
Company contributed $524,581 and $440,724 during the years ended December 31, 2019 
and 2018, respectively. 
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( 14 ) Fair value measurements 

The Company has determined the fair value of certain assets and liabilities in 
accordance with the Fair Value 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, 2019 and 2018: 

Recurring Basis:
Assets:
Marketable securities $ 10,795,150    $ 1,575,045    $ 9,220,105     $ -    

Non-recurring Basis:
Liabilities:
Oil well abandonment $ 1,032,380      $ - $ - $ 1,032,380  

Recurring Basis:
Assets:
Marketable securities $ 1,590,173      $ 1,247,825    $ 342,348    $ -    

Non-recurring Basis:
Liabilities:
Oil well abandonment $ 1,118,475      $ - $ - $ 1,118,475  

Quoted Prices in
Active Markets

for Identical
Assets (Level 1)

Fair Value Measurements at Reporting Date Using

Significant Other
Observable

Inputs (Level 2)

Significant
Unobservable

December 31, for Identical Observable Unobservable

Description
December 31,

2019 Inputs (Level 3)

Description 2018 Assets (Level 1) Inputs (Level 2) Inputs (Level 3)

Fair Value Measurements at Reporting Date Using
Quoted Prices in
Active Markets Significant Other Significant

The oil wells asset retirement obligation fair value as of December 31, 2019 and 2018 
was $1,032,380 and $1,118,475, respectively, due to revisions in the discounted cash 
flow on changes to the timing or amount of the original estimate.  See Note 8 for details 
of the changes to the asset retirement obligation. 
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( 15 ) Subsequent events  

The Company has evaluated subsequent events through March 20, 2020, which is the 
date the consolidated financial statements were available to be issued. 

The Company entered into an agreement on March 10, 2020 to begin construction on a 
self-storage facility located on South Grand Canyon in Las Vegas, NV.  The land was 
purchased in 2018.  The contract value is approximately $9,270,000 and the project is 
expected to be completed in April 2021.  

On March 11, 2020 the World Health Organization declared the outbreak of the 
coronavirus (COVID-19) a pandemic. Significant uncertainties may arise with respect to 
potential shutdowns of operations or government orders to cease activities due to 
emergency declarations, loss of customers, inability to operate, or employee shortages, 
claims for business interruption insurance, etc. Each of these matters may have a 
significant impact on the expected financial results of the entity. 

As of the date of issuance of the financial statements, the estimated price per barrel of 
oil declined by 68% when compared to the estimated price per barrel of oil at December 
31, 2019.  If the expected value of oil is less than the production costs, the Company 
may consider idling its wells.    

Subsequent to year end, the value of equity and debt marketable securities has 
declined.  As of March 19, 2020, the estimated fair value of the Company’s marketable 
securities has declined approximately $330,000 since December 31, 2019.   
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Maria Fire 2019
Our SM&O oil lease on South Mountain, California in November 2019

A drone photo taken a few days after the Maria Fire. Much of the vegetation was burnt, but we had little 
damage to our equipment.

A photo taken by our security camera that was on-site during the fire on October, 31st 2019. Soon after this 
photo was taken, the camera went offline and was burnt.



35

0

10

20

30

40

50

60

70

80

90

100

110

120

130

2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019

16
 D

eg
re

e 
AP

I -
D

ol
la

r p
er

 B
ar

re
l

Upper Ojai Crude Oil Pricing




