FOREIGN CLAIMS SETTLEMENT COMMISSION
OF THE UNITED STATES
WASHINGTON, D.C. 20579

IN THE MATTER OF THE CLAIM OF

Claim No. Y2-005k4
VICTOR ZENTNER \
Decision No. ¥2-2

Under the Yugoslav Claims Agreement of 196k
and Title I of, the International Claims
Settlement Act of 191L9 » as a.mended o

PROPOSED DECISION

This is a claim for %500.00 based upon an 8% interest bearing bond,
described as a bond issﬁéa prior to World War II by the Kingdom of Yugo-
slavia, Claimant, VICTOR ZENTNER, states that he has been a national of
the United States since his naturalization on.July 22, 1954.

Under Section 4(a) of Title I of the International Claims Settle-
ment Act of 1949, as amended (64 Stat. 13 /1950/, 22 U.S.C. 81623(a)
Zi95§7),_theVCommission is given jurisdiction over claims of nationals
of the United States included within the terms of the Yugoslav Claims
Agreement of 1964, which provides, among other things:

‘Article I. (a) The Govermment of Yugoslavia agrees
to pay, and the Govermment of the United States agrees to
accept, the sum of $3,300,000 United States currency in

- full settlement and discharge of all pecuniary claims of

" nationals of the United States, whether natural or juri-
dical persons, against the Government of Yugoslavia, on
account of the nationalization and other taking of prop-
erty and of rights and interests in and with respect to
property which occurred between July 19, 1948 and the date
of this Agreement.
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"Article IT. The claims of nationals of the United
States to which reference is made in Article I of this
Agreement refer to claims which were owned by nationals of
the United States on the date on which the property and
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rights and interests in and with respect to property on
which they are based was nationalized or taken by the
Government of Yugoslavia and on the date of this Agree-
ment.  (Agreement between the Government of the United
States and the Government of the Socialist Federal
Republic of Yugoslavia Regarding Claims of United States
Nationals, November 5, 1964k, which entered into force on
January 20, 1965, 16 U.S.T. & 0.I.A. 1965, T.I.A.S. No. 5750

/19647 . )

Claimant sets forth in his claim that since 1935 oril936 no interest

ﬁ;é:been paid on the bonds in question and he lost his investment of
$500.00 paid for the bond due to the failure of the Yugoslav Government
to make payments for the interest on the bonds accrued since before World

War II. However, no evidence has been submitted by the claimant that he
is, in fact, the owner of the bond. '

The Commigsion's records disclose that in 1922 the Kingdom‘of the
Serbs, Croats and Slovenes (since 1929 the Kingdom of ‘Yugoslavia) issued
bonds expressed in United States dollars bearing 8% interest per annum,
which were due in 1962; that shortly before World War II payment of
interest was suspended, and that it was not resumed until 1960; that the
present Government of Yugoslavia made two temporary offers dated March 30,
1960 and August 3, 1964 for the partial service of interest on the bonds;
and that on March 29, 1967, the Yugoslav Government made a definitive \
Offer of Settiement open to acceptance by bondholders. Bondholders
accepting this definitive offer would receive interest at the rate of 3%
per annum on fhe bonds in 1968 and 1969, and at the rate of 33% per annum
thereafter. Additionally, the Govermment of Yugoslavia offered to estab-
lish a sinking fund of 1% per annum from 1968 to 1977, both inclusive;

- of 13% per annum from 1978 to 1987, both inclusive; and of 2% per annum
from 1988 to the new maturity date of October 1, 1998, to be used for
purchasing such bonds in the free market at prices not exceeding par or
by drawings at par. Other conditions of the offer include the obligation
of the Yugoslav Govermnment to pay from 1968 to 1979 inclusive on account

of the remaining arrears of interest on the 8% bonds, $5.75 per year on

¥2-005k



_3_'
/

each $1,000 bond ($2.87 for a $500 bond). (See Bulletin No. 1T of
March 29, 1967 of the Foreign Bondholders Protective douncil,.Inc.,
90 Broad Street, New York, New York 1000L. )

The above facts clearly indicate that the aforesaid bonds were
neither repudiated; nationalized, nor otherwise taken by the Government
of Yugoslavia. The failure of that Government to pay the bonds or
interest thereon in time does not constitute a taking of property.

Moreover, the applicable principles of international law which the
Commission must consider under Title I of the International Claims Settle-
ment Act of 1949, as amended, and the traditional policy of the United
States Govermnment do not recognize as espodsable claims against foreign
govermments for defaulted government bonds. Absent specific agreements
or statutory provisions to the contrary, such claims are not compensable

under the International Claims Settlement Act of 1949, as amended. (See

Decisions No. Y-38 in Claim No. Y-362 of Owen A. Nash and No. Y-352-A in

Claim No. Y-1561 of Jaro Miljus under the Yugoslav Claims Agreement of

1948, Settlement of Claims by the Foreign Claims Settlement Commission,
PP. 36 et seq. [i9h9-l95§7. See also Decision No. PO-1 in the Claim of

Ignatius Pietrzak, Claim No. PO-1004 under the Polish Claims Agreement

of 1960, 14 FCSC Semiann. Rep. 196 /Jan.-June 1961/.) The view in these
decisions ig that a loan contract between a state and a foreign bondholder
ig not an international contract nor controiled by internsational law.
Bondholders who purchase such obligations do so upon their own respon-
g8ibility and at their own risk. An intervenfion for the payment will not
be made by the United States Government unless there has been a denial of
justice, or unless the breach of contract is considered confiscatory. In
Tump~sum agreements between goverﬁments for compensation of claims fésult-
ing from nationalization or other taking of property, claims of bondholders
are deemed not to be included unless the agreement expressly so provides.
No provision for Yugoslav Government bond claims appears in the Yugoslav
Claims Agreement of 196k.
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Accordingly, the Commission concludes that the nonpayment of the
bonds in question issued by the Govermment of Yugoslavia or its pre-
decessors does not give rise to a valid claim under the Yugoslav Claims

Agreement of 1964. Therefore, this claim is hereby denied.

Dated at Washington, D. C,
and, entered as the Proposed
Decision of the Commission

AUG 23 1967 f: 7 7%

Edward D.‘Re, Chairman

(:722:;(1L¢~vf;2A Z:fi#:‘—

Theodore Jaffe, Commlssioner

AP W)

LaVern R. Dilweg, Commissioner

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

45 ¢.F.R. 8531.5(e) and (g) as amended, 32 Fed. Reg. 412-13 (1967).)
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