
¯ .. FOREIGN CLAIMS :SETTLEMENT COMMISSION
OF THE UNITED STATES

WASHINGTON, D.C; 20579

IN THE MATTER. OF THE CLAIM OF

Claim No.CU_ 8150

Decision No.CU 1826

Under the International Claims Settlement
Act of 1949. as amended

PROPOSED DECISION

This claim" against the Government of Cuba, rm.der Title V of the I..~e.~’-

national Claims Settlement Act of 1949~ as amended~ ~as presented by

FREDERICK HATHAWAY SK&GER ~.u the amo~o_ut of $15~65~00 plus accrued ~nZer~st,

and is based upon .the asserted o-~nership s.ud loss of his interest in a bond

s.nd accrual certificates issued by the Consolidated Railroads of Cuba~

~laimant has been a national of the Un_~ed Sts~es since his birth.

Under Title V of the International Claims Settlement Act of 1949

~78 star. lllO (19~4)~ 22 U,S.C. §§1~43-1~43k (19~4), as amended, 79 star.

988 (1965)], the Commies±on is given jurisdiction over c!ai~s of .~tionals

of the United States against the Gove_.~mment of Cuba. Seot!sn 503(a) of the

Act prob,_des tb~t the Coz~--~ss!on shall ~ ~ -" "~ ~d dete~min~ in accord~m.ce

~N_th applicable substantive la~.~, including inte_~.ational la~[, the amount

~qd validity of claims by r~tionals of the United States against the Govern-

ment of Cuba’arising since ja~_uary l, 1959 for

losses resulting from the nationalization, exp_ropria-
tion~ intervention or other taking of, or speeial
measures directed against~ property including
rightsor interests therein ~;r..ed ~holly or part±ally~
directly or indirectly at the time by nationals of
the United States.

Section 502(3) of the Act prove_des:

The term ’ ~ ’ ....proper ~y means s~uy pr0perty~ ~ ght, or
[ interest Lucludi_ug s.ny leasehold Luterest~ s.ud debts

owed by the Gover~_ment of Cuba or by ente_~prises wb_ich
have been nationalized; exp_roprmat~£, mnte~ned, or
taken by the Government of Cuba and debts which ere a
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charge on prope_~y which has been nationalized,
expropriated, inter~’ened, or taken by the Govern-
merit of Cuba.

On the basis of the evidence of record~ the C~ssion finds that claim-

~nt is~ an~ since z~r!or to October 13~ 19~0~ b~s been the o~_er of fo~ bonds

in the original face ~o~.t of l~000 pesos each, issued by the Consoli~ted

~i~oads of ~b~, of ~n issue ~ as "3% C~ative Inc~e Debent~es, due

October l, ~001", issued ~uder an ~dent~e of Feb~y l, 1953, ~th the

bhited States ~st Co~ny of Ne~ York as ~ustee. ~e bonds in question

~e Nos. ~ 5300 t~ou~ 5303.

~e Ce~ssion f~ther finds t~ cl~nt is~ ~nd since prior to Octo-

ber 13~ 19~0~ b~s bee~_ the o~er of six Acc~a~ Certificates~ issued by the

Consoli~ted ~i~o~ds of Cub~ p~s~nt to ~ corporate "Rec~pitaiization

Plan"~ effective Febr~y ii~ 1953. ~e Accr~l Certificates in the follow-

ing f~ce ~ou~.ts ~e Nos.

~BU 70~ - 725 pesos
~U 737 - 580 pesos
~ 660 - 2~900 pesos
~ 664 - 2,900 pesos
~B ~65 - 2,900 pesos
~U 155 1,1~O pesos

Conso!i~.te~ Rai~&s of Cub~ (Fe~oc~!les Consol!~dos de

~as a Cuban co~oration. The Consoli~el Ra!~oads of Cuba tb~as

not qualify aS ~ ~atlonal of the Unlte~ States ~u~er Section 502(1)(B) of

the Act which defines t~e te~ "n~tion~ of the Lhite~i ~ ~ "    inzluding

"(B) ~ corporation or other ieg~l entity-~bizh Is or~Izei -~_der the laws

of the United St~tes~ or of ~uy St~t% the District of Co!~b!a~ cr the

C~on~ith of ~erto Rico~ if n~t~gl persons who ~e citizens of the

United States o~.~ directly or indire~tly~ 50 per cent"~ or more of the

outst~.ding capitsl sto~k or other beneficial i~erest of such corporation

or entity. "

~.e corpormte "Reeapitalizs~ion Plan" of the Consolidated Rai~ds

of Cubm~ miopte& by vote of the stochholders of tb.~t c~p~ny on Febr~ ll~

1953~ provided for the deposit of all sh~es of 6% C~ative ~efe~e~

cu-8!5o
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stock in the company. In exchange for each share of preferred stock so

deposited, the stockholder received the following:

(a) A 3% Cumulative Income Debenture, due in the year 2001, in the

face amount of one hundred (i00) pesos~

(b) An accrual certificate, without specific maturity date, noninter-

est bearing, in thee face amount of 29pesos; and

(c) Cash in the net amount of 5.91 pesos after deduction of Cuban taxes.

As of October i~ 1952, the company owed accrued and unpaid dividends

on its 6% Cumulative Preferred stock, and the exchange described above was

chosen as the method of recapitalization. The time within which to deposit

the preferred shares was extended from time to time, the fina! date for sub-

mission being June 15, 1954..As of thst date, approximately 255,813 shares

had been deposited out of a total Of approximately 303,073 shares outstand-

ing.

Consolidated Railroads of Cuba was listed as nationalized by Cuban Law

890, effective October 13, ]960, the date of its publication in the Cuban

Official Gazette. The bonds owned by claimant therefore represented a debt

of a nationalized enterprise as defined in Section 502(3) of the Act (supra).

(See ~’ " ,~lamm of Edward R. Smith, Claim No. CU-5001).

A different question is presented, however, with respect to claimant’s

accrual certificates in the face amount of 11,165 pesos.

Under the terms of the corporate Recapitalization Plan and of the accrual

certificate itself, a new order of priority of payment was created, as to the

obligations and preferred stock of the company. First in priority were the

debts and other obligations of the company, including bonds. Second w~re the

outstanding shares of preferred stock. Third in order, and on par with each

other, were the accrual certificates and the accrued and unpaid dividends on

the outstanding preferred stock. The holders of common stock were last in

order of priority.

@
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Evidence of _~.o_d, a~ni other information available to the Commission

disclose tb~t the value of the re~l property, eq~pment and other assets

of the Consoli~tel ~i~ds of Cuba exceele& its tct~ obligation on debts,

bon~.s~ p, e_e_ ~ ~i ~- ~.~ ac~z~e~     ~.~aii ~re-

rested stock dividen.ls.

~_e C~ssion therefore finds %bz% cl~nt’s aeer~ ce~ific~%es

also represe~e£ ~ debt of ~ _~.o._~_~ed enterprise, and concludes

e.s a res~% of the n~tlonaliza%ion of the prope~ies of Consoli~ted Rail-

ro~O.s of Cu~a~ e!a~nt suzta~.e£ & loss in -’ ~-.~ ~ ~!th both ce~ifi-

cares ~£ boz~cls %~%hin the m.e~qing of Title V ofthe Ac~. (See Cla!~

~ ~     CmlO0}).

~o~%!on a%~il~9!e ~o %he C~sslon es%~Diishes %D~% %he l~s% pay-

men% of in%ernest on %he subject £e~en%~e ~s ~£e on April i~ 1959; ho~ve~

~’~= ~mo~n9 of %he ~-~’~"’~ .... for prior ~cc~u.le, t!on of ~om.p~!£ in%crest.

C!a~mmA %herefore~ sustalz.<et, the loss of.the face ~o’~n% of 4 bonds~ the

........ . ...... s% on ..... a...~s ~ Apr!l i, 1959 to

O,~,obe_ 13~ !960~ %he 8~,%e of n~%ionaliza%!on~ ~ni %he face ~ou=~% of his

on e!e,i~%t’s bon~s on 0~tober 13~ 1960, the ~.%e of !oss, ~as

~ ~..~ ~r~_cz2a! e~ot~z%% of $!~000. ~’~’.. on e’~. £~ ~:.on,[~ ~<~i._.~._~~’-~ due

~           ___ ’" ~ ....... ~ ofon es, ch~ to and !n,=lu~Ing G=-~er ~3~ 1960 ~’~ ~.:e ~ ..... $189.08;

"bio:~,ily~ the C~ssion finis 1~;~-%he %~Aue of 6 a<~=’*~ certificates ~s

$ii~165.00 on t!m% ~%e. Co’~se~"~t~y_.. ._.._ _ ~ ~-" "~’~ "hotel loss "~s ~n

%he ~_o’~_1 of $15~921 oo

loss on claims

~’-’~ the T,~-, .... ~’=’~.’~,~ Cza_m~ Settlement Act
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of 1949~ as amended, interest should be included at the rate of 6%per annum

from the date of loss to the date of settlement.’ (See theClaim of Lisle

C~rporation, Claim No. CU-0644).                                      ~

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

gloss 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 FREDERICK HATHAWAY SEAGER suffered a

loss~ as a result cf actions of the Government of Cuba~ within the scope of

Title V of the International Claims Settlement Act of 1949, as amended~

in the amount of Fifteen Thousand Nine Hundred Twenty~0ne Dollars and Thirty-

Two Cents ($15,921.32) with interest thereon at 6% per annum from 0ctober 13,

1960, the date of less, to the date of settlement.

Datedat Washington, D. C.,
and entereias the Proposed
Decision of the Commission                                            ~

Leonard v. B. Sutton,

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

~ission upon the expiration of 30 days after such service or receipt
o~-notice, unless the Commission otherwise orders. (FCSC Reg., 45 C.F.R.
531.5(e) and (g) as amended, 32 Fed. Reg. 412-13 (1967).)

cu- 8150
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NOTICE TO TREASURY DEPARTMENT: The above listed bonds and certificates may
have been returned to claimant and no payment should be made until they
are resubmitted.

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 amotuuts 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.
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