‘FOREIGN CLAIMS SETTLEMENT COMMISS!ION
OF THE UNITED STATES
WASHINGTON, D.C. 20579

\
IN THE MATTER oF THE CLAIM OF
Claim No.CU -1:895 |
R. KENT KNOWLTON R } B
| Decision No.CU 7

Under the International Claims Settlement

Act of 1949, as amended

J

PROPOSED DECISTON

This claim against the Govermmens of Culzm, under Title V of the
International Claims Sebtlement Act of 1949, as amended, was presented
by R. KENT KNOWLTON in the amount of $2,580.00, and is bdsed upon the

asserted ownership and losgs of his interact in Swo bonds and an zccrual

certificate issued by the Congsolidebed Railroads of Crba.  Claimant has ..

been a natignal of the United Stabtzs since hig birth.
Under Title V of the Internaticnal Ciaims Seb5lement At cf 1949
[78 stat. 1110 (196L), 22 U.S.C. §§1AL3-16L3k (196L), es amwended, T9

Stat. 988 (1965)], the Commiesicn is given Jurisdiclicn crer clalms

-t am’y of (el

of nationals of the United Staetes ageingi the Covrarnman’s of “Ze
Section 503(a) of the Ach provides thas tl= Comrlssion shall receiva

and determine in accordance with appllcable grbstanbive law, includ-

ing international law, the amount and validllty of claims Lty raSicnals

" I

of the Unibted SSates againsh the Covesraments of Cha c_w“zg sinzz

Januvary 1, 1959 for

losses resulting from the raticralization, ex-
propriation, intervention ¢ chher talking of,
special measures directed againss, PIrOPETrSy
1nc11,.d1ng any right or inberests therein owned
wholly or partially, directly oz indirectly at
the time by nabsionals cf tha United Ssatac.

Section 502(3) of the Ach provide

The term property means any prapersy, ~_g1“..,
or interest including any leassheld inbevess,
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and debts owed by the Govermment of Cuba or by
enterprises which have been nationalized, ex-
propriated, intervened, or taken by the Govern-
-ment of Cuba and debbts which are a charge on
property which has been nationalized, expro-
priateéd; intervened, or taken by the Covernment
of Cuba.

- On the basis of the svidence of record, the Comnission finds that
claimant is, and since prior to October 13, 1960, has been the owner of
two bonds, each in the original face amount of 1,000 pesocs, issued by
the Consolidated Railroads of Cuba, and of an issue’ known as "3%
Cumulative Income Debentures, due October 1, 2001", issued under an
Indenture of February 1, 1953, with the United States Trust Company of
New York as Trustee. The bonds in question aze Nos. RM 2757 and RM 2758.

The Commission further finds that claimant is, and since prior to
October 13, 1960, has been the owner of an Accrual Certificate, in the
face amount of 580 pesos, issued by the Consolidated Railroads of Cuba,
pursuant to a corporate "Recapitalization Plan", effective Februvary 11,
1953. The Accrual Certificate in question is Ne. NYRU 80.

Consolidated Railroads of Cuba (Ferrccarriles Consclidados de Cuba),
was a Cuban corporation. The Consolidated Railrcads of Cuba thus would

not qualify as a national of the United States under Section 502(1)(B)
11

of the Act which defines the term "national cf the Unlhed Stabzs” as

including "(B) a corporation cr other legal exsity whilch is organized

EN -'-,: o c.'_ et yte

under the laws of the United States, cr of any Stzab2, tha Digirict cf
Columbia, or the Commonwealth of Puertc Rice, if nabtural perscns who
are citizens of the United States own, directly cr indirectly, 50 per
centum or more of the outstanding capital stock or cther Teneficial
interest of such corporation or entity".

The corporate "Recapitalization Flan" of the Comeclilated Rail-
roads of Cuba, adopted by vote of the stockholders ¢f that company cn
February 11, 1953, provided for the depcsit of all shares of 6% Cumu-

lative Preferred stock in the company. In exchange for each share of

preferred stock so deposited, the stockholder received the following:

cu-4895
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(a) A 3% Cumulative Inccme Deberhure, due in the yea» 2001, in
the face amount of one hundred (1CC) pescs

(b) An accrual certificate, withcus specific meturity date, noa-
interest bearing, in the face amouxn5 of 29 pescs; anj

(c) Cash in the net amcunt of 5.91 pesos afssr deduziica of Cuban
taxes.

As of October 1, 1952, the éompany owed acceroad and ﬁqpaid dividends
on its 6% Cumulative Preferred stock, and the exchange described above
was chosen asg the method of recapitalizaticn. Tz time within which to
deposit the preferred ghares was exbtsnded from time to time, the final

date for submission being June 15, 195L4. As of that dabe, epproximately

Rl

-
i

255,813 shares had been deposited oulb of a uctal of approximassly .-
303,073 shares outstanding.

Congolidated Railroads of Cuba was lisbed as nstioznslized by Cuban
Iaw 890, effective Cuohober 13, 196C, She daSe of I%s publication in the
Cuban Official Gazebibz. The tends owned by claimen’ therefore represented

debts of a nabtionalized enSerpriss as de®ined Zn Sezblcon 5C2(3) of the Act

(supra). ~ (See (izim of Efwerl R. §ri%h, Clelm No. CU-500L.) -

A differens qusshion lg presentzd, however, with zespect o claimani's

Undexr the terms of She corpera’s Rezepliallisfice Plen and of 5he
accrual certificate 1%g23lf, a new 2isr of plorlly of peyment was created,

as to the obligations ard praferrzd sioxk of She wmoary. FlreS In pricrily

were the debis and coSher obligebicns of the corpery, im:iniiing teonds.

1 ogherat.e Wnimd I crien,

Second were the cusstaniing sherss of preferie
and on par with each other, wers She z:eruel cariificabzn and the aczraad
and uvnpaid dividends cn the ousgh:anding preferred oirck. T22 helders of
common - stock were last in oxder of pricrity.

Evidence of record, and cther Infrrmelon ealleble So the Commis-

gion, disclose that the veluve of the =2zl pregersy, egulpment and cther
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assets of the Concolidated Railroads of Cuba excesded 1ts total cbliga-
tion on debits, bonds, preferred sSock, accrual cervificates, and accrued
and uapaid preferred sbock dividends.

The Commission therefore finds that claimant's accrual certificate
2lso represented a dehs of a rablcnalized enberprise, and ccneludes that,
as a result of the nahtionalizaticn of the properbies of Consolidated
Railroads of Cuba, cleiment sushtained a loss in connection with both
the certificate and his bonds within the meaning of Title V of the Act.

(See Clairm of Meyer Lovsenz, Claim No. CU-1005.)

Information availabls Lo the Commission establishes that the last
paymens of interest on the subject debenture was made on April 1, 1959;
however, as of thah dabs, she natlonalized enterprise owed a total of
14.3% of the face amount of the debenbure for prior accumulation of un-
pald interest. Claimant therefore, sustained the loss of the face
amounss of the bonds, the 14%.3% pricr ezcumulation of interest, in-
terass oa the bends fxom Lpril 1, 1955 So October 13, 1960, the date of
ngblonelizesion, and the a2 aroun’ of his accrual cerbificabe.

23 to the doller welune of the bonds, the infterest, and the accrual
cersificate, all expresssi 1n pescs, the Commission £finds that the peso
was velued a5 par wlsh She Jeoller on the da%2 of loss.

Te Commission Probher £1n3s Shal She amount of wapald indebisdness
on claimant'e bonds on CTriober 13, 1960, Lhe
N

) KR R SRR S st e 5 AN ~
elud She prinsizel emoxss of $2,000.00;

cluding Cchober 13, 1960 ia the amcuzh of $378.16;5 addibicnally, the
Commisgion Finls Sha% Sha valle of She goorual cersificsbe was $580.00 on
that debe. Conpeguensly, olsimani's So%al loss was in the amount of
$2,958.16.

Tae Commission kas decided thas in cexsificabicn of loss on claims
debermined purouans S0 Tile V of the Inmberzablicnal Claims Sebblement
Act of 19%0, as emended, imserash should be in:ludél ab the rate of 6%

per annum from the date of loss to the date of gebbtlemens. (See

Cleim of Lisle Covporabion, Claim No. CU-~06LLS)
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Accordingly, the Commission concludes that the amount of loss
sustained by claimant shall be increased by interest thereon at the rate
of 6% per annum from October 13, 1960, the‘date of loss, to the date on
which provisions are made for settlement thereof.

It will be noted that the total amount of loss found herein is in
excess of the amount asserted by claimant. However, in determining

. the amount of loss sustained, the Commission is not bound by any lesser
or greater amounts which may be asserted by claimant as the extent thereof.
CERTIFICATION OF LOSS

The Commission certifies that R. KENT KNOWLTON suffered a loss, as
a result of actions of the Government of Cuba, within the scope of Title V
bf the International Claims Settlement Act of 1949, as amended, in the
amount of Two Thousand Nine Hundred Fifty-Eight Dollars and Sixteen Cents
($2,958.16) with interest thereon at 6% per annum from the date of loss
to the date of settlement.
Dated at Washington, D. C.,
and entered as the Proposed
Decision of the Commission : . ,
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Commission

Cclerk of the

The statute does not provide for the payment of claims against
the Government of Cuba. Provision is only made for the determination
by the Commission of the validity and amounts of such claims.

Section 501 of the statute specifically precludes any authorization
for appropriations for payment of these claims. The Commission is
required to certify its findings to the Secretary of State for
possible use in future negotiations with the Government of Cuba.

NOTICE: Pursuant to the Regulations of the Commission, if no objections
are filed within 15 days after service or receipt of notice of this Pro-
posed Decision, the decision will be entered as the Final Decision of
the Commission upon the expiration of 30 days after such setvice or re-
ceipt of notice, unless the Commission otherwise orderé. (FCSC Reg.,

45 C.F.R. 531.5(e) and (g), as amended, 32 Fed. Reg. 412-13 (1967).)

. ' NOTICE TO TREASURY DEPARTMENT: The above listed bonds and certif=-
lcate may have been returned to claimant and no payment should be
made until they are resubmitted.
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