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Decision No. 53671 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFOR~IA 

In the Matt~r of the Application 
of CENTRAL EUREKA CORPORATION, a 
corporation, for J;uthori ty to 
Issue Common Stock. Application No. 38186 

Prull T. Wolf, for Applicant; 
Steinhart, Goldberg, Feigenbaum 
& Ladar 'by :Lame;> B. FrQ.nkel, 
for A. K. Salz Company; and 
Stewart Miller, a shareholder 
or--A. k. Sar z Company, 
interested parties. 

o PIN ION .... _----- .... 

Tnis is an application for an ordor author1zing Central 

Eureka Corporation (1) to issue 1,200,000 shares of its $1 par value 

common stock in exchange for 1,250 shares of the outstanding ~lOO 

par value co~on stock of A. K. Salz Company, and (2) to issue 

60,000 shares of said $1 par value common stock in payment for 

services rendered in negotiating this transaction. 

The application was filed on June 26, 1956. Pursuant to 

the provisions of Section 822 of the Public Utilities Code, a public 

hecr1ng upon the fairness of the terms and conditions of the issue 

and exchange of stock was held before Examiner Colem~~ 1n San 

Francisco, on August 1, 1956, after notice of such hearing had been 

given to the holders of all the outstanding shares of stock of both 

corporations. No protests were received by the Commission and at 

the conclus1on of the hearing, the application w~s taken under 

submiss1on. 
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Central Eureka Corporation is a California corporation, 

organized in 1894. It is engaged in certain nonutility activities, 

including rice drying, farm1ng l cattle feeding, and feed ~ill1ng &nd, 

since the close of 1954, in the ~ub11c utility warehouse business in 

Colusa County. A condensed statement of its assets, liabil1ties 

and capital, as of April ~O, 1956, is as follows: 

Assets 

Current assets -
Cash and accounts receivable 
Inventories 
Other current assets 

Total current assets 
Property, plant and equipment 

(at cost, less deprec1ation) 
Investment in subsid1ary 
Cood'W'ill 
Deferred charges 

Total 

Liabilities and Capital 

Liabilities -
Current liabilities 
Long-term debt 

Total l1abilities 
Capital -

Preferred stock, 5% cumulative 
Common stock, $1 par 
Capital surplus 
Earned surplus (deficit) 

Total capital 

Total 

$ 972,811 
1 i 189;747 

$ 764,706 

1,884,985 
16,669 
13,926 
248.22~ 

$2,928,514 

762.956 

$2,928,514 

The accumulated deficit reflects losses in operations from 

~ct1v1t1es, such as gold m1ning and, meat packing, whiCh have been 

discontinued. The record shows that applicant's present operations 

have been more successful and for the eight months ended April 30, 

1956, produced net .profits of $14;086. 
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Since the date of the balance sheet" applicant has convert-,'. . 

ed the shares of preferred stock into shares of common stock on a 

dollar-for-dollar basiS and has issued add~t1on3l shares of common 

stock in payment of indebtedness and in exchange for s~ares of stock 

of a corporation engaged in mining ventures. Presently applicant 
." ' 

has 4,887,788 shares outstanding, which are held by approximately . . , 

2,600 shareholders. The shares are traded on the San Francisco 

and Los Angeles stock exchanges~ 

It appears that the applicant is following a po11cy of 
, , , 

diversifying its act1v1ties. It has acquired, o~ is in the process 

of acquir1ng" shares of s,tock of certain nonutili ty companies en-
,.' r 

gaged in such operations as m1n~~g, manufactu~1ng, and ship repair-
" '." 

ing, among others. In addition" at this 'tim.e, 1~ is des1rous of "\ 
, . 

further extending its f1eld of endeavor throug~ the acquisition of 

stock of A .. K .. Salz Company, :l co::oporation engaged in the leather 

tanning bUSiness in Santa Cruz .. 

A. K. Salz Company was organized in 1929 and has been en­

gaged in bUSiness continuously Since that time. A condensed state­

ment of its June 30, 1956 balance sheet is as follows: 
Assets 

Curren t a.ssets 
Cash and accounts ~eceivab1e 
Advance tor mater1als 
Notes receivable 
Inventoracs 

Total current assets 
F1~ed assets (cost less deprec1ation) 
Deferred charges ' 

Total 

Liabilities and Capital 

Current liabilities 
Capital -' , 

Common stock $100 par 
Earned surplus 

Total capital 

Total 

- ') -

, 

$163~6S6 
J:0,000 
6~7S0 

329,342 

$125,000 
715» 37~ 

$509,748 
')80,447 

51,781 
. -, ... ' .. '_. 

$941,976 

$101,;98 

...... ,I,.: .. 

$941,97~ 



The outstanding stock is divided into 1,250 shares which 

ar~ helQ by)) shareholders. On the basis ~f the foregoing balance 

sheet, the book value is approxtmately $670 a share, although such 

book value gives no consideration to goodwill or othar intangible 

values '~rh1ch may attach to the business or to the present value of 

the com~anyts assets. The stock iz not traded on any exchange. 

The record shows t~~t the recorded results of operation by 

A. K. Sa1z Company during recent ye~rs have been as follows: 

1953 
1954 
1955 
1956 (6 months) 

Net Sa.les 

$1,419,;46 
1,445,712 
1,517,872 

758,834 

Net Prot,lli 

$84,039 
77,588 
49,012 
73,234 

It 1s reported trw t the 1955 results reflect r.~onrecurr1ng 

expenses in excess of $40,000 for flood damage, research work and 

other matt~rs. the ~est1mony shows that, excluding 1955, the 

~~ual earnings for ~ number of years, after taxes, have averaged 

apprOximately $76 a share. 

Applic&nt now proposes to offer the sha~eholders of A. K. 

Salz Company the opportunity to exchange their shares for shares 

of stock of Central Eureka Corporation. The oasis of exchange will 

be 960 shares of the $1 Central Eureka Corporation's stock for each 

of the $100 A. K. Snlz Company's shares, which would require a total 

issue by Central Eureka Corporation of 1,200,000 shares, should the 

exchange offer be accepted by all shareholders. It is reported that 

the offer will become effective only 1f the holders of 80~ of A. K. 

Salz Company's stock agree to the exchange. The offer, With respect 

to such $0% of the shareholders, will expire on October 3l, 1956, \ 

but will be held open, for the remaining 209&1 for a ~eriod of ~~ ",,:', 

months. It appears that the exchange offer is predicated primarily 

on earn1ngs. 
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At this time, Central Eureka Corporation is negotiating for 
1I the acquisition of stocks of other corporat1ons It reports that 

should the offer to A. K. Salz Company's shareholders be accepted by 

all of them, and should the other pending transact10ns be completed, 

it will have 8,lS7,78S sh~res outstanding. On the basis of present 

oper~tions7 it estimates its annual earnings per shere at about 

17 cents. It is asserted by ap?licant that ~~e exchange Will 

strengthen 1ts earnings position and will benefit the present holders 

of the A. K. Salz Company's stock, should they make the exchange, by 

reason of the diversification of the operations of the Central Eureka 

Corporation and the av~ilable market for n1sposal of its shares. 

Upon the basis of 1nformation submitted in this proceeding, 

we are of the opinion, and so find, that the terms and conditions of 

the issue and exchange of shares or stock are fair. In arriving at 

this conclusion, we make no ftnding of the value of th~ stock of 

e1th~r corporation and no estimate of the earnings wh:1.ch. might be 

realized. Moreover» the attention of applicant and th.e shareholders 

of both corporations is cslled to the provisions of Section 82S of 

the Public Utilities Code, which reads as follows: 

"No prov1s1on of this part, and no act done or 
performed under or in connection therew1th, shall 
obligate the State to payor guarantee, 1n any manner 
Whatsoever, any stock or stock certificate or other 
evidence of interest or ownership, or bond, note, or 
other evidence of 1ndebtedness, authorized, issued, 
or executed under the provis10ns of this p~rt.ft 

In App11cation No • .38248, Central Eureka Corporation seeks 
authorization to 1ssue 2,040,000 shares in acquiring the 
stocks of San Carlos Manufz.cturing Co. and Heating Eo.u1pment 
Mznutaeturing Co. 
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Finally, the shareholders of A. K. Salz Comp3.ny are advised 

that the e~change of stock is not compulsory. It is the stated 

intention of the Central Eureka. Corporation to maintain A. K. Salz 

Company as a separate operating corporation and the shureholders, 

if they so desire, may reject the exchange offer and continue in 

the ownership of their present holdtngs. 

A pl.lblic hearing having been held in the above-,?nt1 tled 

matter upon the fairness of the ter.ms and conditions of the 1ssue of 

stock by Central Eureka Corporetion in exchange for stock of A. K. 

Salz Company, notice having been given, and the Commtss1on r-...av1ng 

conside::-ed the eVidence and being of the opinion that t?le application 

should 'be: granted, that the terms and conditions of the issue end 

exchange of stock should be approved, that the money, property or 

labor to be procured or p~1d for by the issue of the stock herein 

authorized is reasonably requi'!"Gc by applicant for the purposes 

specified hereL~, and ~~st such purposes are not, in Whole or in part, 

reasonably chargeable to op~rating expenses or to income; therefore, 

IT IS HEREBY ORDERED as follows: 

1. Central Eureka Corpora.tion may issue not exceeding 

1,200,000 shares of its common stock, on or before April 30, 

1957, in exchange for stock of A. K. Salz Company, in accordance 

with the terms set forth in this application. 

2. Central Eureka Corpor~t1on may issue not exceeding 60,000 

shares of its common s,tock, on or before April,30, 19571 in payment 

for cervices rendered in negotiating thj.s transaction. 
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3. Centrul Eureka Corporation shall file With the Commission . 
a report, or reports, os required by General Order No. 24-A, which 

order, insofar as applicable, is made a ps.rt of this order .. 

4. The authority herein grru:ltt~d will become effective or.. the 

date h.ereof. 

Da ted a t _____ Lo_s_A:tJ.--..;;g~Cl_es ____ , Calirorni~., this 0(2 z:G 

day or ~~, 

Commlssloners 
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