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PROPOSED Dl!lJISION OF THE COMMISSION 

'Jhje 1s a claim far 141226,022.75 by the Jllerikansko Jugoslovenako 

Elektriono Drmtwo (!merican..YugoslaY Electric Compa1J7), a domestic 

cerporation, under Article 2, subdivision (B) ot the Yugoslav ClaU. 

..IO•••nt of l9b.8, for the nationalisation b7 the Government of Yugo• 

slavia ot claiwmt'e properties in. that comtr7, which were owned in 

Whole or ~t by claimant at the time or said national:J sation. the 

priucipal ta.eta are not di8puted by the Goftrnment of Yuaoalan-. 

reterzed to u •A.m::O", vu ~ organised in the state ot 

Delaware on_., 22. 1930• under the nua ot the Argentine Water Worka 

and h'blic a.rm. Corpc>rat1on, ite DUS having been changed to A!ICO 

b7 • I ant to ita Certificate of Incorporation en May 91 1931. 

4'11CO vu autbarised to tranNOt bui•• in tM Xi ngdoa ot 

~laTla - 1192illt ianld lit tile ...~.- •t ~ aad ?Multrt 
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on Jum 12, 19.31 and, pursuant thereto., establiehed a branch office 

ill Belgrade, Yqoslavia, which i't maintained uninterruptedly until 

J.pril 1941. 

'!he claimant has issued and outstanding 201 000 shares of capital 

stock without par value, aJJ shares of which are now owned by Inter­

national Public Service Corporation. By- agreement between the Inter­

national Public Service Corp., a Maryland corporation, and AIEJO, under 

date ot March 1, 19.31, the International Public Service Corp., which 
I 

was doing .business in Yugoslavia, transferred to A!PlJO all of its right, 

title, and interest to its Yugoslav imestment, which consisted of shares 
. l 

ot stock 0£ Novi Sad Electric CoTP•i in exchange for and in consideration 

of the issuance of certain shares of stock in AIBJO. AIECO continued, 

thereaf'ter, to be at all t~s a whol~ owned subsidiary of International 
. 

Public Service Corp., the stock of which is owned by individual citiv.ens 

of the United States and by corporations organised in the United States. 

On or about December 291 19301 International Public Service Corp. 

purchased a mjority of the outstanding shares of capital stock of 

lfovoaadako Elektricano Dionicko Drustvo, herei.narter referred to as 

·~o.• '.lbe International Public Service Corp., thereatter, assigned 

its acquired shares of NBJO to ADJJO. Additional shares of NOOQ•s 

stock were purchased by AYECO ao that at the tdD8 or 1DOOO•s nationali­

sation it owned 99.9)d or the capital stock ot NECO (146~.309 shares) 

as well as 100% ot c.apital a tock (l.4,000 shares) ol: the Yugoslav 

corporation VoiYOdina llectric CompaIJT., hereinatter referred to u 

•vmo.• 'l'hia claim 1s there.tore principall1' based upon the national:S• 

ution er other tald ng ot the DOO and VJl:O properties in Yugo8lana. 

v !he cla.1.mailt• • holding ~. International Public Service Carp., 

wd. all of clalllan.t'• ou.tetaacttac Rook. at.nee Decaulber )0, 9Jal. 

the •tookb01c.'9r• of record ot the Int.ematioaal hblic rrio• 



_,_ 

·eerporat.ion baTe been J. G. White & Company1 Ine., a United States 

.~ti:on, a~d C. L Breck and his'- vi.te,, ~s.e N. Breelc. or 

:taternational's 2l,S4B out,standi~ shares, c. R. Breck owned $#280 

aboea and Louise M. Breck owned 51279 sh$res• C. R. Breck and 

L6Ui8e N. Breck vere born in the Unifed States on January 12, 1892 . 
and September 171 1884, respective:cy, and have not lost their United 

States citi..nshiP• 

HBJO operated the electric generating system. in the City of NoYi 

sad~ Yugoslavia for distribution or electricity in Novi Sad and to 

towns and villages in the vicinity. · It also maintained electric trans­

mission lines in the same area, as well as the e1ectric tram11ay system 

in the City of Novi Sad. In addition, NmO wholesaled electric power 

to, certain other cmcerns for distribution. 

V»JO operated the e.lectrie generating plant and electric distri• 

bution system in the City o! Vel:Jki Beckerek, also called Petrovgrad, 

{today e&Lled Zrenja!rln), Yllgoslavia. 

DCOta property- consisted of1 

(l} An electric generating plant )
(2) . 	 Aa electric dis~ibution system ) within the Cit7 
(3) 	 An electric t.ranray systea ~ ot 	Ncn1 Sad(4) 	 1'ranaission lines and 
(5) 	 Mi8cel laneous property ) 

and o! 

(1) 	 fltanaiseion lines 
(2) 	 Trana!ormer stations ~ outside the City

Bleotrl.c distribution s19tea ot Nori Sad(3~
(h lftlaleeale diatribution ~ 

organiution ) 

vmo•a ~perv consisted o.f''a 

(1) 	 4D elactnc pmrating plant 
(2) Blect.Tic 	distribution S11te• ~ 
(3) 	 Matelrtale ter the tr&nUELaaion ' ) withi.D the Cito" otl'• ·Z&bal j..Jetrc>Tp-ad in Velild Beckerek 

oenetrue4'1en ~ 
<•>· lliac•ll~ pr•rtJ- ) 

and ot 

(1~ a-...1d••10a l'lm• Jarak·f.&~ » eut.Jtd9 tile Citf ot
{2 Jlllterfa31 f• tM Zabal~-r.V.Yptacl ) Ye11kt l•oblrek 

-El&NU. liaal 	 ) 

http:his'-vi.te
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DCO conducted its o~rations in Yugoslavia under two Concession 

.Agreements dated October 10, 1908, between the City of Novi Sad am 

the Joint Stock Comp8Jl7 for Electricity and Transportation of Budapest, 

Hungary, llhich were amend~d on March 7, 1910. These agreements were 

further amended after World War I by a supplemental agreement between 

the City of Novi Sad and NJOOO of May 231 1927. N~O, thereafter, be.. 

came the licensee for the duration of the concession in Novi Sad which 

vu to e'lpire on June l, 1960. '!he Yugoslav Government has advised 

that this partic11Jar Concession Agreement was term:inated by the City 

ot Novi Sad on July .31, 194S. 

VIVO operated 1mder a Concession Agreement dated November 2S1. 

19291 between the City of Veliki Beckerek and J. G. White & Company, 

Inc., New York, which Concession Agreement had been assigned to it by 

J. G. White & Comp8Jl71 Ince 1hi8 Concession Agreement was to terminate 

Oil November 25, 1979. However, the vmo plant was nationalized by the 

Goverwnt of Yugoslavia on December S, 1946, pursuant to the National'!· 

sation Act of that date.
l 

Clai•nt contends that its predecessor, the International ,_lblic . . 

Service Corporation, paid $1.702.163S.27 in 1931 tor 99e82% ot the out­

standing shares of stock of NJX:O and incurred additional cost.a and 

npen1ea in jmproving ODO, formation of V:IDO, and in establishing an 

ottice for .IDX:O in Yugoslavia in the anDunt ot $.340,690.sa. The total 

claj•d invaatment in NJ£0 therefore an>UDted to t210b3,.32S.BS. 

!he clai•nt •alw all ot ite Yugo•lav propertiea u toll.Ova• 

(a) 	 IOriAd Bleotr1c CHIP8D7 (llCO)

CJ.Ja6.J09 aharea, or 99.9b%, ot 

atook owned by cla~mant) 


(b) 	 VoiYOdina Eleotn.o c..,.. (VICO)
(l:Ji,ooo 6are•, ar l()Oj, ot etock awmd 
'b7 ol•~--) 

http:t210b3,.32S.BS
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(e) Clam ag&ut Beooin cen.nt 
COllPaq 


• 

(d) 	 Cash 1n Tarious banks as of 

December 31, 19h0 31.sJS.56 

( • ) hrnitl1re ancl N rluree 	 6,49Ji.86 

TOT.AL 


1'be ~ controversial question for determination 18 the Talue 

of the properties. '!be several methods of evaluation will be con­

aidered separate]J'. 

VALUATION METHOD USED BY CJ.AIMANT 

ihe claimant ha8 used several methods of computing the value ot 

the shares of stock of ~o. !he average ot the several evaluations 

amunts to $3~So8,865.69. ho or the methods are based upon the 

oovenanta in the Concession Agreements which the subsidiary companies 

had with Yugoslav authorities and the other two methods are based on 

investment values plu appreciation which allege~ occun:-ed during 

and after the war. Certain depreciation was also taken into account. 
t1t. 

!be claimant also tiled valuation report which it had submitted to the 

Securities Exchange Com:lssion. In that report, the claimant alleges 

a total imrestwrnt of United States dollars in Yugoslavia, as of June 30, 

1940, ot l21 466.S6l.68. It tiled with the Treasury Department Forl1l 

~ in 19lU •lleging that the cost, or face Yalue ot the invest­

ments, vas $2,692,7'6.oo, while the book, market, or aat~mated value 

... 11,723,020.00. 

'lb1e latt.r figure ie said to have been reached by the uae of 

the par Talm ot the shares or atock of the aubeidiariee, .vhich ia 

90B1vhat 1-l.W lta aetual Tal•, and vu clone for the aole purpoae 

ot •atiat)t.ag ti. :lnatructiona ot the T.reaeur7 Depart.nt in preparing 

tM ,.,.ticra.J.ar report. 9118 ••• report. oontaina, .. ooet Talut of 

http:ticra.J.ar
http:Depart.nt
http:�atiat)t.ag
http:11,723,020.00
http:466.S6l.68
http:3~So8,865.69
http:6,49Ji.86
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tM iropertie111 the aDl)unt of 121692,796.oo, which is a figure almost 

tl,000,000 more than the book, market, or estimated valm 0£ the in-. 

'988t.nt1. It ie also nearly $230•000 higher than the figm'es submitted 

to the SeC\lrities and Exchange Conmission. 1he explanation seems to be 

found in the valuation of certain blocks of stock ot mooo and nx;o held 

by the claiant's branch office in Belgrade, which were valued at 

$228,801.00. 

1he claimant al•o filed an inventory made by the general manager 

of mooo in 1946. ibis inventory reflects individual items at original 

cost-price, converted into dollars at the exchange rate of b4.S9 dinars 

to the dollar. The inventory, however, does not include the vmo plant 

at Fetrovgrad. 'Dle claimant subsequently adjusted the exchange rate to 

So dinars to the do1lar and arrived at an inventory value or 12,791.020.00. 

Claimant al8o .tiled bahnce eheets for AIECO which correspond with 

the reports made to the Securities and EEchange Commission and the 

Tl-easU17 Department. ihey are alleged to show the investment value ot 

the properties in Yugoslavia aa of 1940 or 1941. 

VALUATION BY mE YroOSLAV OOVF.ENMENT 

!he Ooverrmmnt of Yugoalavia bas submitted a detailed report under 

date ot Auguat, S1 l9S3• '!his report val)JU NICO'• useta as ot 1940 

at l24,S36,694 dinars,, f'romvhich 99.6U,6o8 d:Snar• are deducted tor 

depreciation until 1916. J!roa the net valDe ot 2b,89S,086 dinan1 

7,3701 777 d1na:r• ia deducted tor war d•magaa. ~the ba818 thereof the 

l1agoalaT GOfernmnt found a total net worth tor SO ot 17.S241 .309 dinan. 

BowYer, it added 9.J?S,9$8 diner• to show the actual Talm. 

'lbe Yuac>•laT <lft'm'Darn\ app-U..ed all ot the u ..ta ot NICO u 

r.11.... 

http:791.020.00
http:228,801.00
http:121692,796.oo


l. Investment values 

2 • Real propert7

3. 	 Caalh on band (with banks) 


TOTAL 


At the aame time, the Yugoslav Government set o!:t the following 

UK>unta as liabilities of ~Os 

l. 	 Liabilities for salaries, 

vage• and debt to the 

Pension Fund, according 

to Court judgments entered 

in 1946, 1947 and 1948 


!&% interest pursuant to the 
above judgments tor a period 

not three :years 	 6b2,466.8o 

3. 	 Court expenses pursuant to 
judgments J.4o,3S8.oo " 
Fees tor guardians ad lit.em 	 a1,612.so " 
Judgment No. 2613/1926 for a 
life rent of 600 dinars 
month~, capitalirad " 

6. 	 Fees paid to Dr. Adamovic, 
11HBCO'• attorney · 

TOTAL 
 " 
Consequentl.1", moc:o•s Yalue, 

' 

according to the Yugoslav Governll8nt, 

is aa tollovst 
• 

lsaeta 
Liabilitiea . 
let Talua 

the YugoalaT report- sets torth 1t8 valuation or the asaete ot 

VJ.CO u toll.ova t 

l. 	 Total •o1Dlt ot inftet ­
•nte on Aprill, 1941 	 13,360,71'8.oo d.inara 

2. 	 Deductions tor depreci­
ttation until 194S 	 .3,4S8,8L4.oo 

3. 	 Decmctiou tor war dam•ae• 

iatl.ieted to VJ£<>•• material 


nin the loft SM area 	 773,512.00 

-~ ..... after •••tiom ,,l28,J92.00 • 

http:l28,J92.00
http:773,512.00
http:13,360,71'8.oo
http:a1,612.so
http:J.4o,3S8.oo
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1b that valuation, the Yugoslav Governnent adds: 

Value of material at time 
of seizure 451 203.00 dinars 

Cash on hand 3,439.00 " 

Accounts receivable 69,236.00 tt 

Various assets 16,2So.co " 

Deposits 21 440.00 n 

TOTAL • • 136,568.oo• • • If 

Net value of VECO 91 264,960.00 dinars 

The assets of the A~O office in Belgrade are valued by the 

Yugoslav Government at 3,186 dinar3. This amen.mt includes a bank 

deposit and the value of sor11e furniture left after the occtlpation 

of the branch office by the Germans. 

Thus, the total of all the assets is : 

N!X!O 1,1125,400.Bo dinars 
v.oco 9,264,960.oo " 
AYECO 31186.00 n 

TOTAL • • 16,693,546.80 n 

The Yugoslav Government places the figure at 16,675,546.oo dinars 

but does not explain why a reduction of 18,000 dinars is made. The 

final a100unt of 16,675,546.oo dinars, converted at the exchange rate of 

44 dinars to l dollar, equals $378,989.68 as the net value of claimant's 

property. 

VALUATION BY THE COZ.lMISSION 

1he Commission carmot accept as the sole basis for the evaluation 

of any ot the properties the recapture provisions of the ooncession 

agreements on three ~inoiple_ ground&, namaq, (l) the recapture of the 

NoTi Sad property was not in accordance with the tenu of the concession 

contracts1 (2) the war and aequ.stration ot claimant's property by 

occupatcion authoritt.e, ill.eluding var damage, makea it iapoesible to 

http:378,989.68
http:16,675,546.oo
http:16,675,546.oo
http:16,693,546.80
http:31186.00
http:9,264,960.oo
http:1,1125,400.Bo
http:91264,960.00
http:136,568.oo
http:16,2So.co
http:69,236.00
http:3,439.00


app~ the provisions of the concession agreements with respect to 

recapture price, and (3) payment was not made pursuant to the re• 

capture provisions and even if it had been, it would not have con• 

stituted prompt and ef£ective compensation for the taking of property• 

AB to the first reason, the Novi Sad concession agreements 
I 

contam similfar provisions with respect to the manner of recapture. 

The agreement with respect to the facilities, other than the rail-­

way, expressly provides that, 

" • • • the city may, even before the contract 
expires, to the dates listed below, recapture 
the ownership of the electric light and power 
transmission plant and all the above-named 
accessories subject to reversion, except such 
parts as may be located outside the city limits 
of Ujvidek ..... but only simultaneously with the 
electric railroad .... at midnight of the 31st day 
of December of the 15th, 25th, 35th and 40th 
business year computed from the begirming of the 
operation of the plant, in every case a~er a 
notice given for the 31st day of December of the 
next year, and terminate in such case this con­
cession contract.n 

The Govern1JBnt of Yugoslavia advises that the right of recapture was 

exercised under the following circumstancess 

"Finally, by decision of the Municipal 
People 1s Liberation Committee of Novi Sad, Noe 
0748ll45, of April 6, 1945, on basis of the 
provisions of paragraph 47 of the basic, i.e., 
paragraph l of the Firts subsequent Contract of 
the Concession, notice for the abrogation of the 
Concession Contract was given, to take ef£ect 
July 31, 1945. Since the members of the Managing 
Board of the Novi Sad Electric Co., Inc., did not 
accept this notice the City of Novi Sad instituted 
C0urt ~oceedings iJl. a law suit heard by the District 
COurt in Novi Sad and whi.oh terminated with the 
decision No. Pos. 26/46 of January S, 1946. By 
this decision the concession was finally broken off, 
April 6, 1946 and the People 1s Municipal Col'imdttee 
of Novi Sad, on basis of the Contract of concession, 
took possession or the electric power-house and all 
the machinery and dertces on the territory or the 
City. In the •ntionad decision the Court had set 
a redamption price ot .301 8ll,5S9.S7 dinars.• 

http:8ll,5S9.S7


nius,, it appears that the right of recapture was not exercised at 

the time and in the manner provided by the contract. 

With respect to the aioount of compensation to be paid by the 

City of }lovi Sad, the concession agreement for the property in that 

city, except the electric railway, provides: 

"The price of recapture shall be determined 
on the basis of net income, which net income shall 
be understood to be the am:>unt shown as net profit 
in the annual balance sheet of the Joint Stock 
Company to be established by the Contractor pursuant 
to Sections .55. for the purpose of the erection and 
operation of the electric lighting and power trans­
mission plant, which annual balance sheet shall be 
prepared according to commercial custom and shall 
i;rovide for depreciation and in which net profit 
shall not be incl11ded either the installation business 
or the participation of the City. 

"In determining the net profit forming the 
basis of the price of recapture, there shall be 
determined the average net inco~ of the 3 years 
remair.d.ng after the exclusion of the 2 worst years 
from the last 5 business years preceding the year
of notice." 

Thus, it will 'be noted that compliance with the contract required the 

use of profits for the three best years immediately prior to recapture 

as the basis for determining the amount of compensation. During the 

greater part of the :p9riod immediately prior to recapture the territory 

was occupied by enemy forces and the plant was under the management and 

control of such forces; the facili~ies were heavily bombed and thus could 

not maintain normal production or income, and currencJr changes brought 

about financial and other dislocations, making it i..mPossible to obtain 

a realistic application of the con~act. 

With respect to the failure to pay pl9ompt and effective conpensation, 

we are persuaded that the fixing of a redemption value of approximately 

30 million dinars does not meet the test. So tar as we are aware 

tender of the redemption price was not met in terms or ettectiTe coa­

pen.eation where it could be uaed by claimant. The principal purpose of 

the A.greenaent ot Jull" 19, 19481' between the Goverrnents of the United 

http:remair.d.ng
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States and Yugoslavia, was to effect the prompt p~nt of 

effective conJi.)ensation for the nationalization or other taking 

of property. The Agreement did not exempt takings which were 

purportedly effected pursuant to the provisions of particular 

contracts such as those here involved. The Conm:d.ssion in the 

determination of claims against Yugoslavia has been conscious at 

all times that its awards are to be paid out of a fund which may 

prove inadequate or may have a surplus which will be refunded to 

the Yugoslav Govern..Tflent. As a result it has used every effort to 

employ similar standards for the evaluation of similar properties. 

To depart from that practice in this claim might result in an award 

substantially less or substantially more than the actual value of 

the property taken with resultant injt1stice to the claimant or to 

the Government of Yugoslavia. 

The Commission instead relies upon three principal methods 

of evaluation, namely, straight-line depreciation on the basis of 

capital invested, capitalization of earning-s for years prior to 19401 

and on-the- spot inspection and appraisal of physical assets. In 

all three methods appropriate deductions are made for war damage and 

for the fact that the properties in Novi Sad and Zrenjanin would 

have reverted to those cities in 1960 and 1979, respectively. In all 

three methods weight is also given to the financial data, inventories, 

reports and analyses furnished by the Government of Yugoslavia. 

P..ecognition is also given to appreciation in value of sone of the 

properties as a result of world-Wide increase in the cost of 

electrical eQuipment... 



12 ... 

Our financial experts made the following evaluation 

of AYECO, NECO and VECO on the basis of straight-line depreciation 

on capital investment, less deductions for war damage and as ad~ 

justed to take into account the life of the concessions, as of 

December 31, 1940, using data filed by claimantt 

Book Value • • • • • $1,610,188 
War Damage • ••• • 229,884 

Net Value • • • • $1,380,304 

Our financial exp·erts made the following evaluation of 

AYJ!X:O, NECO and VECO on the basis of earnings prior to 1940, 

capitalized at 8% (the rate provided in the concession agreements), 

as adjusted to 	take into accou...~t the life of the concessions: 

NECO (Concessions) $884,000 
VEX)O (Concessions) 209,000 
Transmission lines 

not covered by 
concessions 240,000 

Total • • • • • • $1,333,000 

Less War Damage 230,000 

Net Value • • • • $1,103,000 

Our industrial engineer made the following evaluation of 

the physical properties and war damage to the sane on the basis of 

an on-the-spot investigation: 

' 
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~scription 

P.reparation of sites 
Land (not depreciated)

4.71 acres at Novi Sad donated 
at Zrenjanin 

Power plant buildings 
Other buildings, inc. office 
Ibilers, inoluling auxiliaries 
(}!nerators, including auxiliaries 
Transmission and distribution 

(inc. substations & transformers) 
Instruments and equipment 
Power plant tools 
Distribution tools 
Distribution inventory and equipment 
Meters 
Street cars 
Tracks and trolley lines 
Shop tools 
Street lighting
Office furnitll?'e and equipment 
Rigbts-0£-way for transmission lines 
Water supply and cooling system 
Sewer system 
.Automobiles and bicycles 
n.c. current sets 

Value without war damage •••• 

c:enerator plant building and office 
b11ilding 

Cooling towers and connections 
Boilers, including auxiliaries 
Generators, incluling auxiliaries 
CArage, shop and small buildings 
Control room and equipnent 
Power plant tools and instrUlll'tnts 
Automobile 
Office furniture and equipment 
Substation and transmission 
Street cars and trackS 

Total war damage • • • • • • • • 

Value on the basis of 1938 
values .... before war damage 

# . 2,500 

16,500 
168,250 

102,450

251,46o 
394,610 

884,950 


9,750 

1,.360 


250 

19,56o 

88,780 

26, 750 

56,490 

2,430
1,650 

210 
5,000 
7,150 

250 
5,120 
5,060 

$ 2,050,530 

War damage on same basis 

$ 46,020 

6,470 


74,610 

132,240 


6,970 
ll,410 
2,090 

960 

2,940 

.3,870 

J,960


I ~ 

291,540 

In addition to the above property, the Government of Yugoslavia 

reports that ·1t nationalized three houses in NoVi Sad on April 28, 1948 

on the basis of the Nationalization Law or that date. The houses were 

evaluated by the Yugoslav Government at 320,000 dinars on the basis or 
1938 values. ht aount eqiiala 17,272 converted at the rate of 44 

dinars tA> l dollar. 
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sl.av.ia denies Jiabi~j £or base items aJJeging, am.ong ott.er 

ConC.ucted investigations ha:ve sh~ 
ma• the ...'cvi Sad Electric Co. Inc. _,1.ad 
a cJajm against the CJa.;~r.(t Factor:- f 
Beocm fer cmrrent (deli e:red) s.uppiled to 
i , wh;cb on Apri_ 6, -9~1 amounte-4 to 
338, .30 dinars. This sum had teen 
en ±rely -i':ddated by tu.a -er:2nt :'aetory 
of oeoci?:, at tile begixning o·f tbs occupation, 
and ~at -.ras paid in par to autt~zed 
reorP~en+atives f he ~Tovi Sad Zlec':.ric-
Conlpa.ny, Inc ~ ar.cl -=-..~ _art ~ e bodies 
~~~re~~~g ~-~iSadp~~ 
h-0u.se du.ring • ::..e ~ar . 

* * * * * * 

In the S ~teme:n !Jf laim i~ is sa:td 
!<[ ing :.e occu.pa~ion cmrrent ... as s~-lied 

in tbe a:l,.m o.... 25,8 ,5 .. 31 .. di..nar • 
dUcte4:1 imrestigar~wns a: e shewn that he 
enterprise Djer Indus.;. i.a1 nrpaey, Inc., .rd.ei1 
as exploi i!lg ~ - vi Sad ectric e-0. , InC 
r..Jli the ar, con~d to S\'qJ ly current to· 

the Cemm - arctciT or Beo m . In the s:e 
o! tffis buaimes£ the balance d:o.e waa changing 
£.ar dlll'i..ng tile t.i• eE C'Un'E WU being . 
s -lied the Cemen F'acto1') of BeociD vu 
~ Jl&J'WI ·a for tile ctErreDt deliYered 'tC 
i. Mter the war there remained in !act an .. 

paid balance o! ~ 651, 306.6$ pe~. 
In this eotmee·tion it mould be poiniied out, 

a we can. eee no bald• boa ·it fa, poeeible 

http:Conlpa.ny
http:sl.av.ia
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for the A~O to set forth a claim on 
FPRY for the sum of 251 8401 583 dinars1 
the alleged amount of the supplied quantity 
of current delivered during the war, con­
sidering that the Fl'RY had received (nothing) 
no part of this current.n 

In support of this item of the claim, claimant filed a copy of 

a letter, dated July 16, 1946, from the Beocin Cement Factory, to 

claimant. In that letter it is stated that electricity of the value 

of 575,376.37 dinars was furnished from January 1 to March 31, 1941, 

but of this amotmt "242,612 • .52 dinars has been paid your subsidiary, 

the Novi Sad Electric Company, and the balance of 332,783.65 dinars 

has been paid to the administrators of your enterprise during the 

period of the war and the occupation." It is also stated that during 

the war NECO furnished Beocin Cement Factory electricity of the value 

of 2,584,058.28 pengos and that the balance of the account, as of 

August 31, 1944, was 657,~6.67 pengos, or 7,927,118 lama "which amount, 

when computed to dinars of the Federal People's Republic of Yllt,coslavia, 

equals 6,573.06 dinars.•~ On the other hand, claimant, in computing 

the claim, takes the position that it is entitled to compensation for 

the entire amount converted into dinars at the rate of 10 dinars for 

l pengo, or a total of 26,173,)66.45 dinars. 

From the foregoing, we must conclude that all except the balance 

appearing on the books as of August 31, 1944 was paid to the sub­

sidiary in the normal course of business. We are unable to agree with 

c1aimant that either Feocin Cement Factory or the Yugoslav Government 

are liable for obligations which were incurred and satisfied in the 

regular course of business. With respect to the balance aq>pearing en. 

the bookS 1 as of August 31, 1944, in pengos1 or its equiTalent ill bllar. 

http:26,173,)66.45
http:6,573.06
http:2,584,058.28
http:332,783.65
http:575,376.37
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we are of the view that it would be subject to the conversion 

rate applied to all occupation currency. Under the law in 

effect kunas were exchangeable at the rate of 1,000 kuna for 

7 dinars. 'lhus, the value of the account is not substantial. 

It is, however, taken into account in the reduced amount, in 

our evaluation. 

BANK ACCOUNTS 

Claimant asks 1,575,778 dinars or the "equivalent to $31,515.56" 

allegedly on deposit in its own naioo in four banks in Yugoslavia as 

of December 31, 1940. Cla:!ma.nt has not filed evidence that these 

accounts were taken by the Govenunent of Yugoslavia. The Govern~ 

ment of Yugoslavia reports that one Vasilije Engelisen, the in­

dividual who managed ATIXO's property during the war, withdrew all 

of these dePosits with the exception of 1,986 dinars. It further 

reports that En.gelisen thereafter fled .Yugoslavia with the retreat• 

ing German forces. The Commission has been unable to obtain further 

information on the matter. If1 as reported by the Yugoslav Government, 

' 

the bank deposits were taken by occupation authorities1 such taJd..ng 

would not be compensable under the terms of the' Agreement of July 191 

1948, between the Governnents of the United States and Yugoslavia~ 

and the Commission has consistently so held. (See the Commission's 

Proposed JEcision on the claim of Socony-Vacuum Oil Comp&n71 

DeciSion No. 993.) 'Ihe Commission is without adequate eTidenca r••• 

garding the balance of 1 1 986 dinars. i'heae ite1111 of the c}.aj• •• 

http:Cla:!ma.nt
http:31,515.56
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DEDUCTIONS BY THE GOVERNMENT OF YUGOSLAVIA 

1he Government of Yugoslavia takes the position that a total 0£ 

19,4l21077•70 dinars should be deducted .from the ¥alue of the assets 

of NECO for judgments, including interest th~reon, court expenses, and 

fees for guardians ad litem. The judgments were entered after the 

property was taken on suits brought by individuals for the recovery of 

overtime wages accrued at various tL~s between 1923 and 1940, and for 

suits brought by the Managing Board of the Pension Fund for amounts 

allegedly owed the Pension Fund. We are of the view that these judgments 

cannot be recognized as deductions from the assets of N~O at the time 

it was taken. The claimant's property had been taken before the suits 

were instituted. The judgnents were entered without participation by 

claimant in the proceedings. It is inconceivable to us that if plaintiffs 

had valid grounds during all of the years before the suits were brought, 

on the basis of laws in effect during those years, that they would have 

waited for as much as twenty-tour years l:efore asserting them. We are 

of the view that proper construction of the laws in effect prior to the 

confiscation of the property would have barred the actions. We are also 

of the view, that if the actions were based upon laws enacted after the 

property was taken that the liability, if any, rests upon the successors 

to the enterprises and not the owners thereof at the time of taking. 

The Government of Yugoslavia also takes the position that 41,950 

dinars should be deducted .Por a fee paid "to the attorney of the Novi Sad 

corporation" for services rendered in connection with these judgments. 

Since we do not believe that the law suits themselves are valjd obligatiom 

of the claimant we are of the opinion that no deduction should be mda 

for these fees. 



-18 ­

The Govemment of Yugoslavia also takes the position that a 

deduction of 3421 000 dinars should be made for a judgment entered 

in 1926 for the value of disability compensation payable to an in.. 

jured worlanan. The court decree evaluating the property contains 

the following explanation of the matters 

•The Commission has also established that 
Andjelka K!rncevic of Novi Sad had obtained a 
judgment of the District Court of Novi Sad, which 
'became final, according to which the Novi Sad 
Electric Corporation has to pay her for her life­
time a pension of 600 dinars monthly, 3.50 dinars 
for the repairs of an artificial leg and for the 
procurerrsnt of new artificial legs after her 24th 
year, every three years 31 000 dinars• 'lhe life 
probability of the pensioned beneficiary appears 
to be 70 years, which is 40 years more - because 
she is now 30 years old - and the Commission 
computed the liabilities of the company ~or this 
paid under the said judgment is in the a100unt or 
342,000 dinars.u 

We are in agreement that that amount is a valid and subsisting oblig~tion 

of NECO. In our evaluation suitable deduction is made. 

DEX:ISION ON VALUE 

On the basis of all the foregoing evidence 

that provided by claimant, by the Government o.f Yugoslavia, and by 

our ovm experts, the Commission is of the opinion that the fair and 

reasonable value of all properties of the claimant taken by the Govenr­

ment of Yugoslavia was $1,6.50.,000 at the time of taking, based on 

1938 values. 

The property was taken on different dates by the Government of 

Yugoslavia, the property within Novi Sad on April 6, 1946, the three 

houses in Novi Sad on April 28, 1948 and the Vojvodina Klectric 

Company as well as the electrical network and racilj.ties outside WoYi 

Sad, on December S, 1946. As previous~ indi.cated~ the ComiaaiMl has 
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• 
relied to a large extent for values on evidence respecting the 

physical condition of the properties. Our experts in arriving 

at their values for the overall physical properties did not segregate 

the properties in some instances to reflect either the exact location 

or the date of taking. The Conmission has decided that in pre.ference 

to ascribing values to each segment of property by date of taking, 

on an arbitrary basis, it would be fairer to select a date at a 

point between the taking of the two principal properties for the 

purpose of computing interest. Accordingly, the midway point 

August 5, 1946 is deemed to be the date of taking of all the properties 

for the purpose 0£ computing interest. 

AWARD 

On the above evidence and grounds, this claim is allowed to the 

extent indicated, and an award is hereby made to the American-Yugoslav 

Electric Company, claimant, in the amount of $1,650,000, with interest 

thereon at 6% per annmn from August 5, 1946, the date of taking, to 

August 21, 1948, the date of payment by the Governnent of Yugoslavia, 

in the amount of $202,339050. 

Dated at Washington, D. c. 

NOV 10 1954 
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FINAL DlOOISION 

By Proposed Decision No. l.485 of November 10, 1954, clai•ant 

was awarded $1,.650,000 plus interest in the amount of $202,339.50. 

Claimant filed objections to the Proposed Decision to the extent 

that on page 2, 7th l:lne of firat tull paragraph, the words 1 con.aieted 

of" should read "included"; that on page .3, 5th l 1ne, the birth date 

should be reversed, Mr. Breck having been born on Septaabar 17, 1884 

and Mrs. Breck on Jam>ary 121 1892; and on page 10, 3rd line tram the 

bottom, the word "met" should read· "made1 • The Gov tot Yup­. 

alavia filed a brief as picu 91wty objacting to the valuation of 

the property by this Connission and requesting t.bat d• conaideratt.. 

be given to the fact that Jmg•a.,t• £or 19,412,CTn.70 d1"•rll vare 

antared :In Yugoalav Courts ~t cl•iment•a aublli.dia7 11b1ela ....... 

http:202,339.50
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The Commission has considered the aforesaid objections and 

found that the assignment from the International Public Service 

Corporation transferred to the claimant all. of its right, title 

and interest to its Yugoslav investment, which included shares 

of stock of the Novi Sad Kl..ectric Corp. It also found that c. R. 

Breck was born on September 17, 1884 and Louise N. Breck on 

January 12, 1892. It .finally found that the tender of the redemp­

tion price for the Novi Sad Electric Corp. was not made in terms 

of e£fective compensation where it could be used by the cls1wmt. 

VJhile al 1 these mjnor matters have no bearing on the principal 

issues involved in the clajm, ve note them for the purpose of cor­

recting the Proposed Decision. 

The objections raised by the Government of Yugoslavia have 

been amply discussed in the Proposed Decision. With respect to 

the valuation of the property, we affirm. the reasons stated therein. 

With respect to the judgments, ve also affirm the reasons set forth 

in the Proposed Decision and, in addition, we find that the Govern­

ment or Yugoslavia admjts that the judgments were rendered on the 

basis of new legislation enacted after the claimant lost control of 

the property. We are of the op:injon that such new legislation can 

not create liabjlities of the company for which the cla:i1118l)t wo1tld 

be responsible. We are, therefore, satisfied that no deduction 

should be made from the award for the liabiljties embraced in the 

judgments. 

For the foregoing reasons, in i'ull apd final diapo8it1oa ot the 

claim, Proposed Decision No. 1485 must be and hereby ia at.ti.med. 

Dona at Vaah:l.Dgton, D. C. 

DEC 3 0 1954 


