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This 1o & claim againet the Ooverrment of Hungary undar the
provisions of Seotlon 303 of the Internstional Clalms Settlement Ast
of 1949, as amended, by KWEUTOLL FRALIZATION OOMPANT, 1AT,, a Maryland
eorporation, or by a Protective Commlites constlituted under a
Debenturs holders' Protective Agreement of April 8, 1932, and a
Protestive Comsittes constituted under & Deposit Agressent of May 11,
1932, or the two Protective Comulttees as ageats for the holders of

Cartifioates of Deposit Lasued by them,

The elaim Ls based upon certain S§% Land Neform Mortgage Donds
imsued by the Hungarian Cooperative Soclety for the Finaneial
ldguidation of Land fRaform, guaranteed by four mortgage institutions
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Hungary for ite fellure to:

pay effective compensstion for the nationalization,

comprul sory liguidation, or other taklng, pricr to
the effective date of this title, of property of
nationals of the United States in...Bungery.....

In a Proposed Decision issued on November 6, 1957, the clalm wag
found not compensable under Sectlon 303(2), Lnasmuch as no property
belonging to the claimants had been taken by the Hungarian Government,
their interest having been that of craditors rather than owners. In
phjeoting to the Proposed Decislon, claimants argue that as secured
creditora they had property rights which were taken when the collatersl
for the debt was taken. However, it appears that the bonds issued by
the Cooperative Society were secured by a pool of mortgages on severzl
hundred thousand acres of small farms, and that no specific identifiakle
piece of property was pledpged aa security for any particular bond,

In a similar case, the Commission has held that nationalimation of

the mortgaged realty securing a bond issue did not give rise to a
compensable elaim by a bondholder Waince it has not been establd shed
that any interest in identifiable nationalieed property belonged to
any bondholder, or thal any such property was security for any specific
bond." (In The Matter of ths Claim of Detroit Bank and Trust Co.,

Trustes UAW Dessa E. Palmerlee, Claim No, HUNG-20,760, Decision No.
Hme-687.) Claimants herein did not have, as a property right, the
right to have certain specific pleces of property subjected to the
puyment of the bonds forming the basis of this claim, FHence, even
if nationalization of land in the mortgage pool could be estatilished
(and 5% 15 knomn that small land holdings of individuwl farmers in
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the Commission may determine claims ageinst the Govermment of Hungary
ariaing from its fallure t<:

meet obligations axpressed in currency of the
Toited States arising ocut of contractoal or other
rights acquired by mationals of the United States
prier to...Septesber 1, 193%, in the case of
Hungary...and which becams peyable pricr to

September 15, 15L7.
In the Froposed Decizion, the claim was denied mnder Seetiss 303(3),

aven assuming the bonds to represent an obligation of the Hungarian
Government, becacse there was no fallure of that Govermment to meet
ohligations arising out of comtractual rights scquired by nationals of
the United States prior to Septeaber 1, 193%. The bLomds here inveolved
were issued originally to the Swedish Mateh Company, and transferred
by it to its contrelling Swedish corporation; A. E. Ersuger & Toll.
The latter deposited the bonds as part of the collateral for debentures
which it sold largely in the United States, After Kreuger & Toll
became bankrupt in 1932, the two Protective Committess named heredin
25 altamative claimants were formed hy debenture holders who deposited
their debentures with the Committees in return for Certificates of
Deposit, The two Cammittees formed s Canadisn corporation, Kreutoll
Realisation Company, Ltd., which purchased the collataral for the
debentures, including the Land Reform Moritgage Fonds, at a bamkrwpioy
mnmmujﬁ.-mmﬂmmnmmuwmé.
tranaferring the bonds to the newly forsed Maryland corporation of the

SEmS DEDS .,
It 18 seen, then, that mone of the alternative claimants acquired
ﬂ-hmm-mi.m mmmﬂm
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iy
and none other, which was the legal owner of the tonds on September 1,
1939, When the Protective Committees formed the Canadian corporatien,
they acquired certain rights with respect to the corporation; it
these are not the rights out of which the obligation of the Hungarian
Govermment arose. It was the corporation which acquired such
rights when it bought the bonds. They were enforceable only by the
porporation, &nd were not owned by lts stockholders. The stockholders
had the right to receive aliquot shares of auch assets as the
porporation might have at the time of legal distribution; but these
were not rights against the Hungarian (overnment, or rights out of
which that Government's obligation arcse,

Heving given full consideration to the cbjections raised and the
argusants presented at a hearing, the Commission remains of the
opinion that, under the facts as alleged herein, there has been no
taking of the property of nationals of the United Statas, and no
failure to meet obligations arising out of contractual rights acquired
by nationals of the United States prior to September 1, 1939,
Accordingly, the Proposed Decision is affirmed, and the eclaim is

denied.

Qe dt- 47, ...
Dated at Washington, D. C. At f- G mfj
MAR 12 1958 4|
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PEFOBEL IECISION

This is a clais under the provisions of the [nternitiomal Clalas
Settlement Act of 1947, an mmended, agalnat he Uovermasnt of Hungary,
for tha fsilure of the sald goverrment Lo meet Lis contractual obli=-
gations, or, in the alternative, for the nationalization, cospulsory
liquidation, or other taking of certain property without effective

compensation. The identity of the clalmant 1s likewise altermatively
stated, ast (1) Kreutoll Sealisation Company, Lid., a Maryland
corporation, or (2) a Protective Committes constituted under a Deben—
tureholders' Protective Agreement of April 0, 1532 and a Protective
Committee constituted under a Deposit Agreemect of May 11, 1932, or
_tﬁ,hﬂmmuqﬂ-mmm-t
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In 1928, the Mungarian govermuent was seeking & method of plucing
on & long=term bhasls Lhe mortgages on Lami whioh had leen granted to
mall farmers during a land reform progras inaugursted after Worla ftar I,
A Swedlish corporstion, the Swedish Mateh Co., offered s loan of Furels
to Facllltate thds purpoom, as partlal consldersitlon for & satoh mono=
poly agresment with the Hungacian Qovermment. The Hunga rian Gove runent
onused to be organived bthe Uoopersiive Scotety Petablishesd For the Fln-
anoinl Idquidation of Land feform, a non=profit arpganlnatlion wioss shares
wars held Ly four existing mortgsrs inatitutions in Hungary, the ma | o, Ly
af' the shares of wilch were held, in turn, ly the llungarian govermment.
The Cooperative Yoglety lssund bonde to the Jwedlsh Muteh Co., secured
by farm mortgages. The bonds were in thres serien, A, U,, and O, sach
saries in the principal ascunt of §12,000,000, Jaries A and I bonds
are the subject of this claim. Ponds in these veries were translerred
to A. By Ersuger & Toll, a Swediah corporation which controlled the
dwedish Mateh Co. Kreuger & Toll deposlted the bonds as part of the
ool lateral for Lta 5% Secured Slnking Puned (old Debentures, previcusly

ilamusd in the principal smount of $50,000,000,

In 1932 Ereuger & Toll becams baskrupt. Its Debentures (66.0¢
initlally distributed in the United States) were secured by collatersl
in the hands of & Trustee, including the Series A and I Hungarisn bonds,
The two Protective Comsittess (appearing herein as alternative claimants)
wore formed in the United States in 19)2 to safeguard the interests of
mm‘ ﬂmmmmﬂJﬂMﬂﬂdiﬂ



http:cS.J'Olit.ad
http:tni.n.aw
http:moi~t.ga

() 3 |

-3 =

$3,571,000, Except for the Hungarian bonds, Denadian Kreutell ssld all
pecuritien purchased, and proceeds were distributed by ths two Comnlttess
to holders of Certificates of Dmposit. Service on the bonds having teen
sugpended or reduged, Cansdian Ereutoll negotloted with the Hungarlan
Minintry of Finance Lo secure intorest paymento, and in this manner
disposed of all eoupons maturing prior to January 15, 1941, On
October 3, 1940, = separate corperation, Kreutoll Realiwatlion Coupary, Ltd,
{an altemasive claimant hereln), was organ’zed under the lows of the
State of Maryland, to hold the remaining a sets; and the Hunparian
bonds ware transferred thereto by Canacfian Kreutell, wileh waz then
Tiquidatoed.

Claimant alleges thet through o series of mergers, beglnning in
1936, the four Hunparian mortgage institutions which held the ghares
of the Cooperative Soeclety {(and which alse pave their Joint snd several
guérantee to the Soclety's bonds by endorsement therson) became one,
knomn as the National Cooparative Credit Institution. Claimant relates
that "For a time the activities of the Cooperative Society appear to
have been taken over bty the Natlonal Ceoperative Credit Institution."
Later, these activities allegedly were “taken over directly ly the
Hungarlan Treasury,” Alsc, says claiment, "it is likely that all or
& part of the land secured by the pledged mortgages has been naticnalized
by the Mung:rian Government, under some leglslation or acts.," Infor-
mation on the present status of the mortgages is not avallable. Mer
‘is any value placed on the security for the bonds thus allegedly taken,
othar Shen thet 16 was demed 4 reascoadle aseurily for the chligstion
e 3 Ren i L ST ' | _
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Commission with anthority to receive snd determine clilme of mationals

of the United States against the Govermment of Hungary for its fallnre

to1

pay affective compensation for the nationnlization,
compulsory liguidation, or otber taking, prior to

the effective date of this title, of ENE:-E of
nationals of the United States in...HUngaryes.

We find ne merit in the claim on this theory for the reason thet
{assuming the production of adequate proof of all allepations) there
has been no taking of property of nationals of the United Sta‘es; and
this is true repardless of which of the altern-tive claimants presses
the claim. At most, there has been exhildted m oreditorship interest,
and not an omership interest, in the property taken. The bolders
of Certificates of Deposit, Debentures, or the bonds themselves, can in
no sanse be regirded as the omners of the mortgapes, the mortgaged
farms, the Cooperative Soclety, or the guaranteelng institutions. The
bands were not taken. They contlinued to express a valid oliligation,
despite any taking of items of collsteral., Any elalm arising from
such obligation must depend upon the application of Section 303{3)
of the Act, under which the Commission masy determine claims against
the Dovermnment of Hungary ariging from its fallure to:

mtohh.nﬂmwrmmﬂmmm
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Ereutoll of Maryland, which qualllied as a United Itates
national, and which held the bonds whan the defaults upon which thia
claim is based began to sccrue in Jamary LHhl, did not acquire the
ponds, and indeed did not exist, until Octorer 3, LW0O. For the
preceding four years, the bonds were owned by Canadian Kreutoll, a
corporation not orgmized under the laws of the United States, and
therefore not & "Mational of the United States" ae that temm is
defined in the Act (Section 301(2)).

Accordingly, the Commizsion finds that there has been no tadng
of the property of nationals of the United States, and no failure
to meet ohligations arising out of contractual rights acquired by
nationals of the United States prior to September 1,1939, and the
claim is, therefore, denled. MNo purpose will be served Ly deter-
mination of other slements of the elaim.

Dated at Washington, D. C.
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