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The balance sheet reflects a net worth of $281,548.38. However, the assets
include an item of $1,907.90 for “Organization Expense.” This corporation
was organized shortly after the organization of Willys Distributors, Ine. on
July 18, 1945. In view of the amount of declared dividends, the surplus
carried over from prior years, and the profit made in the year ending June
30, 1850, it would appear that the expenses of organization should have been
written off completely by October, 1960. Accordingly, the amount of $1,907.90
will be considered an item of expense rather than an asset, reducing the net
worth of the enterprise to $279,440.48,

From the evidence of record, the Commission finds the book value as thus
caleulated to be the most appropriate measure of the value of the corporation
at the time of loss. Therefore, the value at the time of loss for each of the
2,205 shares of ocutstanding capital stock was $126.73 and the value of claim-
ant's interest based upon his ownership of 1,281 shares was $162,341.13. The
Commisszion concludes that claimant suffered a loss in that amount on
October 24, 1960 when the corporation was natienalized by the Government
of Cuba, within the meaning of Title V of the Act.

As in the previous instance, claimant suffered an additional loss for
dividends declared but not paid. The amount of dividends declared was $10.00
per share an as the owner of 1,281 shares, claimant was owed $12810.00.
This represents a debt of a nationalized enterprise and an additional loss
suffered by claimant on October 24, 1960 within the meaning of Title V of
the Act, and making a total loss for this enterprise in the amount of
$175,15k.13,

3. Sociedad Inmobilinria Raritan

Claimant asserts a loss in the amount of $431,213.19 for his ownership
interest in Sociedad Inmobiliaria Raritan, a Cuban corporation organized
in 1945. The Commission finds that claimant owned 1,023 of the 1,310 shares
of stock outstanding of this corporation on September 13, 1861 when it was
nationslized by the Government of Cuba under Law 890. Claimant has sub-
mitted a balance sheet as of December 31, 1959, the most recent available,
which reflects the following:

Asgsets
Current Agsets
Cash in Banks $ B5B5.18
Reuls Receivable 21,140.00
Other Accounts Receivable 871.34
Guaranty Deposits 450,00 $ 23,046.52
Fixed Assets
Land Properties $132,523.38
Buildings less acerued
reserve of $56,587.58 133,518.63
Furniture and Fixtures
less reserve of $1,974.34 1.00 266,143.01
Deferred Charges
Ingurance paid in advance $  B44.92
Taxes paid in advance 31051 1,155.43

_‘290.34 4.96
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Liabilities
Current Liabilities
Accounts Payable §  4,796.26
Accrued Taxes Payable 10,910.59 $15,706.65

Capital:
Authorized Capital $500,000.00
Capital Issued $149,5800.00
Less : S8hares held on hand
which have not been paid 18,800.00 131,000.00

Surplus:
Net Surplus as of December 31, 1959 143,638.31

$290,344.96

The net worth of the enterprise as calculated from this balance sheet
would be $274,638.31. Claimant contends, however, that the fixed assets,
reported at cost less depreciation, are greatly undervalued in the balance
sheet, The principal assets of the corporation were two commercial buildings,
one located at 23rd and O Streets in the Vedado section of Havana, and the
other near the Cabaret Sans Souci in the suburban section of Marianao.
The area of the land at 23rd and 0 Streets is 2,964.75 square meters. In an
affidavit, claiimnant states that on the basis of his knowledge of the value of
real estate in the vicinity, this land was worth $100.00 per square meter
in 19359, Claimant's legal counsel in Cuba states in an affidavit that he was
familiar with the property and has direct knowledge of other real estate
transactions in that neighborhood, and values the land at $100.00 per square
meter. In view of this evidence and considering the location of the property
(less than one block from the Hotel Nacional), the Comimission finds that
the value of the land at 23rd and O Streets was $296,475.00. In their affi-
davits, claimant and his Cuban counsel value the other land in Marianao,
which measured 7,500 square meters, at $15.00 per square meter. This
amount appearing reasonable in view of the location and other evidence
available to the Conmmission concerning land values in the vicinity, the Com-
mission finds that the land in Marianao was worth $112,500.00, for a total
value for the land properties of $408,975.00.

Claimant also includes a value of $1,500.00 for furniture and fixtures in
his calculation of the value of the corporation, but submits no evidence in
support thereof. The data submitted by claimant supporting the balance
sheet of December 31, 1959 includes Exhibit 21A7, which contains the state-
ment - "At present the Company does not have any furniture.” Accordingly,
ne change is made in the balance sheet figure in this respect. No claim is
made for a valuation for the buildings higher than that shown on the balance
sheet.

Having found that the land owned by the corporation was worth a total
of $408,975.00, an increase of $276,351.62 over the balance sheet figure, the
Commission finds that the value of this corporation at the time of taking
was $550,989.93, or $420.603 per share of the 1,310 shares of stock outstand-
ing, and that the value of claimant's 1,023 shares was $430,276.87. The Com-
mission concludes that claimant suffered a loss in that aimmount on September
13, 1961 within the meaning of Title ¥V of the Act.
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4. Powe Machinery Company, S.A.

The Commission finds that claimant was the owner of 2,432 shares of
2,500 outstanding shares of stock in this corporation which represented
Caterpillar Tractor Company, Deere & Company, and other American manu-
facturers in the western half of Cuba. The enterprise was organized in Cuba
and was nationalized by the Government of Cuba under Resolution No. 3
issued pursuant to Law No. 851 on October 24, 1960, A loss in the amount
of $3,544,323.84 is asserted and in support thereof, a certified balance sheet
as of June 30, 1960 was submitted which reflects the following;

Assels

Current, Assets

Cash (including bank deposit
to guarantee Letters of
Credit $33,2635.00)

Notes and Accounts Receivable
Customers (less allowance of
$50,000.00 for doubtful
accounts)

Commissions Receivable on

$ 378,895.20

1,283,632.64

direct sales 30,327.82
Officers and Employees 26,157.64
Other 16,112.25
Due from Powe Equipment Co., S.A. 12,240.40
Inventories, at Cost or Less, not
in excess of market
General Merchandise 332,267.12
Spare Parts 361,525.78
In Transit 5,612.27 $2,446,771.12
Loans Receivable from Contratos
Mobiliarios Cremo, S.A.—7%
Unsecured—Due 2/20/65 173,000,00
Capital Assets, at Cost
Land and Buildings $ 581,533.93
Furniture & Fixiures &
Other Equipment 235,482.07
£871,016.00
Less Accumulated Depreciation 82,196.60 734,819.40
Other Assets & Deferred Charges
Receivable from Sociedad de
Inversiones La Loma $ 80,692.71
Prepaid Insurance 7,898.11
Advances to Employees for Expenses 2,734.46
Miscellaneous 12,845.45 104,170.73

43,458,761.25
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Liabilities and Capital
Current Liabilities

Accounts Payable $ 1664786

Officers & Employees 21,023.91

Customers’ Credit Balances 17,600.27

Other 59,664.04 $§ 114945.08
Accrued Liabilities 62,782.28
Accrued Taxes 9,904.77
Long Term Debt, Installments

due within ane year 36,000.00

Long Term Debt—6% First Mortgage $ 250,000.00
Less Installments due within

one year 36,000,00 214,000.00

Deferred Gross Profit on
Installment Accounts 54,498.06
§ 492,130.19

Capital Stock and Surplus
Authorized, 4,500 shares of
$1,000 par value each;
Issued and Outstanding,
2,600 shares $2,500,000.00
Earned Surplus . 466,631.06 2,966,681.06

$3,468,761.25

Claimant urges an upward adjustment of the Earned Surplus figure on
the ground that during the year ending June 30, 1960 the accounts receivable
total had been reduced by $560,086.25 which was written off as bad debts.
In an affidavit, claimant explains that this charge-off would not normally
have been made, but was done to reduce exorbitant taxes imposed by the
Cuban Government, and because the debtors were enterprises which recently
had been nationalized; and the company did not wish to pay taxes on money
which was owed to it by the Government of Cuba, From a detailed profit
and loss statement for the year ending June 30, 1960, it is apparent that the
surplus balance at the beginning of that period was $694,217.60; that opera-
tions for the year resulted in & net loss of $227,586.54, which reduced the
surplus to the $466,631.06 shown on the balance sheet; and that the reason
for the net loss was the writing off of $560,086.55 as bad debts, without
which the year's operations would have shown a net profit of §332500.01,
increasing the surplus account to $1,026,717.61.

In addition, the record includes an unaudited balance sheet as of August
a1, 1960, which was delivered by an officer of the company to the American
Embassy in Havana when nationalization appeared imminent. The only
significant difference in the two balance sheets is the addition of §116,704.68
to the July 1, 1960 earned surplus balance of §466,631.06, increasing the
surplus to $583,335.74. This increase represented profits earned during
the months of July and August 1860, and is supported by a detailed profit
and loss statement for that period.

The Commission is of the opinion that the surplus account should be in-




246 FOREIGN CLAIMS SETTLEMENT COMMISSION

creased to $1,143,422.29, in view of the debt write-off and the profits for
July and August of 1960, On the other hand, a downward adjustment will
be made in one of the asset items. The June 30, 1960 balance sheet shows the
sum of $12,240.40 due from the Powe Equipment Company, S.A. A balance
sheet of the same date for Powe Equipment Company (discussed below)
shows as a liability the sum of $10,719.05 owed to Powe Machinery Com-
pany, S.A. Claimant being unable to reconcile the difference, the Commission
will substitute the smaller figure in the balance sheet of Powe Machinery
Company for June 30, 1960, reducing the asset total by $1.621.35. Thiz re-
duces the surplus account to $1,141,900.94 and provides a total net worth
of $3,641900.94, which the Commission determines to have been the value
of the corporation at the time of loss. The value for each share of the 2,500
shares outstanding was therefore $1,456.76, and the value of claimant's
2,432 shares was $3,542,840.32. The Commission concludes that claimants
suffered a loss in that amount as a result of the nationalization of the
corporation by the Government of Cuba on Oectober 24, 1960, within the
meaning of Title V nf the Act.

5. Powe Equipment Company, 5.4,

This company was the counterpart of the Powe Machinery Company, S.A.
and represented Caterpillar Tractor Company, Deere & Company and other
American manufacturers in the eastern half of Cuba. The Commission finds
{hat this corporation was nationalized by the Government of Cuba on Octo-
ber 24, 1960 under Resolution No. 3 pursuant to Law No. 851. Claimant
asserts a loss in the amount of $2,668,016.69 based upon his ownership of
1,394 of the 1,450 shares of stock outstanding.

Claimant has submitted a certified balance sheet for the corporation as
of June 30, 1960 which shows an asset total {in¢luding $6,863.84 for Un-
amortized Organization Expense) of §2,854,274.56, a liability total of $Z76,
892.76, and a net worth of $2,577,381,80 (capital stock $1,450,000.00, and
surplus $1,127,381.80, including $200,000.00 designated as Reserve for Con-
tingencies). In his evaluation of the corporation, tlaimant relies upon a doc-
ument dated November 2, 1960, executed when the administrator designated
by the Cuban Government took control of the enterprise. According to this
document, the firm had an authorized capital of $4,500,000.00 (with $3,050,-
000.00 not issued), current assets of $2,406,698.40, fixed assets of $497,774.86,
other assets of $205,528.54, total assets of §3,110,002.00, liabilities of $345.-
186.39, a surplus of $1,314,815.81 and a liquid capital of $2.764,815.81. The
document further reveals that the outgoing administrator declared the latest
balance sheet to be dated September 30, 1960 and to reflect the situation as
of October 25, 1960 when the records and files were sealed and the doors of
the building sealed to await the appointment of a new administrator,

Material made available to the Commission from the files of the Depart-
ment of State includes a balance sheet for Powe Equipment Company, S.A.
as of September 30, 1960, as follows:
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Assets
Current Assets:
Cash $369,695.72
Accounis Receivable,
Customers $356,356.70
Less: Reserve for
doubtful accounts J0,00000  306,356.70
Notes Receivable 231,274.44
COther Receivable:
Commissions Receivable $180,959.23
Others 15,696.64 196,655.97
Foreign Suppliers Debit
Balance 9293
Oficers and Emplovees’
Debit Balances 67,843.91
Inventories:
Machinery $434,805.11
Parts 53539156 $970,196.67
Merchandise in Transit 8,643.74
Foreign Suppliers
Purchase Agreement 36.690.82
Merchandise Purchase
Orders Guarantees 100,810.31
Banks Guaranty Deposits 100661.63
Work in Process 1,70%.47
Advanced Custom Duties 98502
Miscellaneous Prepaid 1508067 $2,406,698.40
Original Depreciation Book
Fived Assets: Value Acorued Value
Land $77,20230 § — $77.202.30
Buildings 288,231 20 2,161.71 286,069.49
Furniture and
Fixtures 108,233.11 40,514.53 67,718.58
Automobile and
Trucks 27,932.22 20,013.45 T918.77
Shop Equipment 54,662.07 13,216.71 41,445.36
Tools 3,342.64 3,242.64
$559,603.54 $75,000.40 $483,697.14
Patents 20,000.00 5,922.28 14,077.72 497 774.86
Other Assets:
Guaranty Deposits $ 1,050.00
Cash Surrender Value of
Life Insurance 2,420.00
Contratos Mobiliarios Cremo, S.A. 195,000.00 198,470.00
Deferred Charges:
Organization Expenses 3 661851
Traveling Expense Advances 440.4% 7.058.94

$3,110,002.20
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Liabilities

Current Liabilities:
Accounts Pavable:
Foreign Suppliers § 23,6067.17
Local Suppliers 2,154.33 % 25,821.50

Notes Payabhee:
Promissory Notes $ 36,690.82
Credit Letters 100,510.81 137,501.63

Other Pavable:
Powe Machinery Co., 5.A.
Current Account $ 15,657.95
Others 5,166.23 21,824.18
Customers' Credit Balances 20,886.52
Officers and Employees'
Credit Balances 9,200,12
Accrued Taxes, Insurance,
Commissions and others 43,743.63
Profit Tax 39,903.03 § 298,880.61

Deferred Credits:
Gross Profits Deferred on Installment Sales $ 46,305.78
Capital Stock and Surplus:
Capital Stock:
Authorized 4,500 shares
of $1,000 par value $4,500,000.00
Less: Not Issued 3,050,000.00 $1,450,000.00

Surplus:
Reserve for Contingencies 200,000.00
Earned Surplus Balance
July 1, 1960 $ 927,381.80
Profit up to
September 1, 1960 187,434.0: 1,114,815.81 2,764,815.81

$3,110,002.20

It will be noted that the balance sheet of September 30, 1960 is in agree-
ment with the document of November 2, 1960 submitted by claimant except
for an apparent typographical error in the latter for "other assets” (5205,
528 54 instead of $205,528.94], and an arithietical error in the November
document's totalling of assets. With corrections for these items, both docu-
ments indicate a net worth for the corporation of $2,764,815.81. The sum of
$6,618.51 for Organization Expenses, however, is included among the assets
in the balance sheet of September 30, 1960. The corporation was organized on
December 12, 1951 and the Commission is of the opinion that the expenses
of organization should have been written off by September 30, 1960, in view
of the profit, earned surplus, and reserve for contingencies items in the hal-
ance sheets. Accordingly, the amount of $6,618.51 will be considered as an
item of expense rather than an asset, reducing the net worth to $2,758,197.30.

The Commission finds that the value of the corporation at the time of loss
was $2,758,197.30 or $1,902.205 for each of the 1,450 shares of stock out-
standing. The Commission concludes that claimant, as the owner of 1,394
shares of this stock suffered a loss in the amount of $2,651,673.77 on October
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24, 1960 as a result of the taking of the corporation by the Goverminent of
Cuba, within the meaning of the Act.

6. Pioneer Trading, S.A.

The Commission finds that this corporation was organized on Qctober 31,
1958 for the purpose of acquiring from Powe Equipment Company, S.A. used
equipment, which had been traded in for new equipment, and repairing and
reselling such equipment. The authorized capital was $1,000,000.00 in 10,000
shares of $100.00 each, but only 1,000 shares were issued. Claimant was the
owner of 985 shares which he purchased for $98,500.00. The swm of $100,000.00
received from the sale of the stock was deposited in Banco Continental
Cubana to the account of Pioneer Trading. S.A.

Because of the political climate, the enterprise dicd not commmence operations
and no part of the bank deposit was used or withdrawn. On February 23,
1961, the enterprise was intervened by Resolution No. 61-262 of the National
Institute of Agrarvian Reform, and the appeinted Intervenor notified Banco
Continental Cubana and took over the §100,000.00 deposit.

The Cormnission finds that the value of clailmant's interest in the cor-
poration was $98,500.00 and concludes that he suffered a loss in that amount
upon the intervention of the firm by the Government of Cuba on February
23, 1961, within the meaning of Title V of the Act.

7, Cubarn American Metals Distributors, e,

The Commission finds that this corporation, organized on March 24, 1950
for the purpose of selling the products of the Aluminum Company of America
in Cuba, was intervened by the Government of Cuba on August 16, 1960.
Claimant asserts a loss in the amount of $55,943.16 based upon his ownership
of 188 shares of the 1,881 outstanding shares of that enterprise.

The record for this enterprise contains material submitted by claimant
and files made available to the Commission by the Department of State. The
amount of loss asserted by claimant herein is based upon statements by the
Chairman of the Board and the Vice-President of the firin wlhio base their
assessments upon the total assets including an amount for good will and for
profit which the future sale of the inventory would have produced. Balance
sheets for the corporation as of December 31, 1959, June 30, 1960 and July 30,
1960 do not contain any entry for good will or prospective profits.

Inclucdedd in the material from the Department of 3tate files in addition
to the balance sheets fpr June 30, 1960 and July 20, 1960 are a physical
inventory of the company's assets made at the titne of intervention and a
statement of the contents of the company's safe deposit box when opened by
the Intervenor. The inventory showed total assets of $309,915.61, compared
to $381,571.91 and $304, 773.95, the total assets in the June 30, 1960 and
July 30, 1960 balance sheets, respectively.

Upon consideration of the entire record, the Comimission finds that the
most appropriate measure of the value of the corporation at the time of in-
tervention is the asset total of $309,915.61 taken from the inventory made
at the time of intervention, minus the liabilities of $82,951.45 shown on the
latest balance sheet. Thus the net worth is $226,954.16 or $120.656 for each
of the 1,881 outstanding shares of stock. The Commission concludes that
claimant, as the owner of 188 shares of such stock, suffered a loss in the
amount of $22,683.33 on August 16, 1960 as a result of the intervention of
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the enterprise by the Government of Cuba, within the meaning of Title V of
the Act.

The Commission further finds that the company was indebted to claimant
in the amount of $4,504.36 for dividends declared but unpaid since the uncan-
celled check for this amount was among the contents of the safe deposit hox
taken by the Intervenor. The Commission concludes that claimant sufferecd
an additionahe loss in the amount of $4,504.36 on August 16, 1960, making a
total loss of $27,187.69 resulting from the intervention of this enterprise.

& Contratos Mobiliarios Cremo, S.A.

The Commission finds that this corporation, which was solely owned by
claimant, was organized in December, 1959 to purchase the accounts receiv-
able of another firm and to collect said accounts. Although no evidence
has been subimitted of action taken by the Government of Cuba with re-
spect to this corporation on a specific date or under a specific law, the
record indicates that it was talken about the end of the year 1962, In the
absence of evidence to the contrary, the Commission finds that the corpora-
tion was taken by the Government of Cuba on December 15, 1962,

As evidence of the value of the enterprise, claimant has subinitted a fi-
nancial statement showing that as of September 30, 1962, the assets of the
firm consisted of $12,176.11 in a bank account and $455,624.30 in accounts
receivable, for a total of $467,800.41. No liabilities are shown. However, to
finance the purchase of the accounts receivable, Contratos Mobiliarios Cremo,
3.A. had borrowed money from other enterprises in which claimant had an
interest. The balance sheet for Fowe Equipment Company, S.A. as of Septem-
ber 30, 1960 reveals that it was owed $195,000.00 by the subject corporation
on that date. The balance sheet of June 30, 1960 for the Powe Machinery
Company, S.A. also includes an indebtedness of $173,000.00 owed by this
company, and there is no evidence of any subsequent reduction of the amounts
owed,

On the basis of all the evidence of record, the Commission finds that the
value of Contratos Mohiliarios Cremo, S.A. on the date of loss was $99,800.41
{$467,800.41 minus $195,000.00 and $173,000.00) ; and concludes that claimant
suffered a loss in that amount on December 13, 1962 within the meaning of
Title V of the Act.

9. Socitedad de Inversiones La Loma, S A,

The Commission finds that claimant was the sole owner of this corporation
which was organized in Cuba on October 8, 1950 for the purpose of acquiring
title to lands owned by ¢laimant. No evidence has been subinitted to establish
specific action by the Government of Cuba concerning this corporation, but
the record incdicates that certain properties owned by the corporation were
nationalized with the properties of Powe Equipment Company, S.A. and Powe
Machinery Company, S8.A. on October 24, 1960. In the absence of evidence to
the contrary, the Commission finds that the corporation was taken by the
Government of Cuba on October 24, 1960.

Claimant asserts a loss in the amount of $1,291,118.47 and in support
thereof has submitted a financial statement as of September 30, 1960 and
supplementing affidavits by the president of Powe Machinery Company, S.A.
and three Cuban attorneys. The financial statement lists only assets of the
corporation asserting that no liabilities existed since it operated as a land
holdin® rmmnanv. The statement did not inrinde hmrpver the value of a
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stock interest in another real estate corporation which interest was valued
by the Cuban secretary of that corporation at $375,000.00. Futhermore, the
balance sheet of June 30, 1960 for the Powe Machinery Company, S.A. has an
asset eniry for a loan due from Sociedad de Inversiones La Loma, S.A. in the
amount of $80,692.71.

Accordingly, the Commission determines the assets and liabilities of Socie-
dad de Inversiones La Loma, S.A. as of October 24, 1960 to be the following:

Aassels
Cash
On Hand $300,066.00
In First National City Bank
of New York 71,577.21 $ 371,643.21
Properties
Lots, estancia La Loma, Havana $ 43,225.18
Lots, estancia San Martin, Havana 142,020.99
Alamar and Alturas del Olimpo lots 66,021,324
Lot, City of Santa Clara 24,068.45 275,335.96
Investments T
B Shares Inversiones Mouruso, S.A. $ 5,000.00
4,375 Shares Territorial Alturas
del Olimpo, S.A. 375,000.00 380,000.00
Mortgages to be Collected T
Powe Machinery Company, S.A. $144,000.00
Inversiones Mouruso, S.A. 105,139.30 249,135.30
Loans to be Collected 7 _— 15,000.00
Total Assets $1,291,118.47
Liabilities
Loan from Powe Machinery
Company, 5.A. $ Bo692.7T1

The net worth of the corporation, therefore, is $1,210,425.76. The Com-
mission concludes that claimant suffered a loss in that amount on October
24, 1960 within the meaning of Title V of the Act.

10. Cowmpania Immobitiaria El Mamey, S5.A.

The Cemmission finds that claimant was the sole owner of all the shares
of Compania Inmobiliaria El Mamey, 3.A, which was organized in Cuba on
July 19, 1957 for the purpose of holding title to farm property previously
held by claimant. The only asset of this company was a tract of land of
100,607 square meters located near the intersection of Via Blanca and Carre-
tera Central Highways in Cojimar, Guanabacoa, Province of Havana, Cuba,
in an area where subdivisions were being built. No evidence has been sub-
mitted of specific action taken by the Government of Cuha concerning this
corporation and claimant has filed an affidavit by a Cuban attorney that its
property was nationalized about the years 1960 and 1961. In the absence of
evidence to the contrary, the Commission finds that the corporation was
nationalized by the Government of Cuba on October 24, 1960 when claimant’s
major corporate interests were nationalized.

Although claimant states the land was worth more, the amount claimed is
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the purchase price in 1957 of $300,000.00. This value is also the value stated
in documents deposited with the American Embassy in Havana in 1960, The
Commission therefore determines the value of this corporation at the time
of loss as $300,000.00 and concludes that claimant suffered a loss in that
amount on October 24, 1960 within the meaning of Title ¥ of the Act.

11, Compania Petrolera Avabia, S.A.

The Commission finds that claimant was the owner of 10 shares of the
600 shares outstanding of Compania Petrolera Arabia, 5.A., a Cuban corpora-
tion organized on October 26, 1948, The company was the owner of an oil
concession known as Tirana, covering 2,200 hectares of land located in Ma-
tanzas Province, Cuba which was leased jointly to Compania Petrolera
Norita, 3. A. and Esso Standard {Cuba) Inc. By terims of the lease Corn-
pania Petrolera Arabia, S8.A. was to share in an annual rent of $25,000.00,
its share approximating $1,000.00, and to receive a rovalty of 5% of produc-
tion. There is no evidence to establish that explorations were mmade or oil
extracted in the leased area.

The rights of the corporation in the property which it controlled were
substantially curtailed by the Cuban Government under Law No. 635 of No-
veimnber 23, 1959, This law effectively cancelled all applications for explora-
tion and exploitation of concessions, regardless of the status thereof. (See
Claim of Felix Heyman, Claimm No. CUJ-0412, 1968 FC3C Ann. Rep. 31) Thus
the Commission finds that the property of the corporation was taken by the
Government of Cuba on November 23, 1959,

Claimant asserts a loss in the amount of $833.30 for his 10 shares and
in support of this has submitted the affidavit of the corporation 's president.
On the hasis of the affidavit and other evidence available to the Cominission,
it is determined that the company had a value of $50,000.00 on November 23,
1959 and the Commission concludes that claimant suffered a loss in the
amount of $833.30 for his ownership interest on that date as a result of the
actions of the Government of Cuba, within the meaning of Title V of the Act.

12, Payments to Caterpillar Americas Company

Powe Machinery Company, 3.A. and Powe Equipment Company, 3.A. were
the Cuban representatives for Caterpillar Ainericas Company although the
franchise for Cuba was in claimant's name. Payment for merchanclise shipped
to Cuba was guranteed by claimant. As a result, when two sight drafts in
the amount of $45,307.15 and $44,960.82 due December 1, 1959 and December
7, 1939, respectively, were paid to the ¢ollecting bank, the Royal Bank of
Canada, by the consignee but no amount was forwarded to the consignor, pay-
ment of the past due suins was made to the consignor by the claimant on
March 13, 1961. Claimant, therefore, asserts claim herein for the amount of
$920,767.97 which he acquired by subrogation.

The Government of Cuba, on September 29, 1959, published its Law 568,
concerning foreign exchange. Thereafter the Cuban Government effectively
precluded transfers of funds to creditors abroad by nuunercous, unreasonahble
and costly demands upon the consignees. The Commission holds that Cuban
Law 568 and the Cuban Government's implementation thereof, with respect to
the rights of the claimant herein and the subrogor, was not in reality a
legitimate exercise of sovereign authority to regulate foreign exchange, but
constituted an intervention by the Government of Cuba in the contractual
ri +hts of claimant and the subrogor, which resulted in the taking of Ameri-



FOREIGN CLAIMS SETTLEMENT COMMISSION 253

can-owned property within the meaning of Section S03({a) of the Act. {(See
Claim of The Schwarzenbach Huber Company, Claim No. CU-0019, 25 FCSC
Semiann. Rep. 58 [July-Dec. 1966].)

Accordingly, the Commission finds that claimant, as subrogee, succeeded to
and suffered a heoss in the amount of $90,767.97 on March 13, 1961 within
the meaning of Title V of the Act. The Commission has held that with respect
to an assignment of a claim the date of assignment shall be used for the
purpose of comnputing interest. (See  Claim of Executors of the Estate of
Julius S. Wikler, Deceased, Claim No. CU-2571, 1968 FCSC Ann. Rep. 47.)

13. Paymernts to Deere & Company and John Deere Intercontinental, S.A.

Claimant asserts a loss of $55,180.53 for payments made to Deere & Com-
pany and its subsidiary John Deere Intercontinental, 8.A. on behalf of Cuban
corporations for merchandise shipped to Cuba. Cuban corporations controlled
by claimant held Cuban franchises for products of Deere & Company, and
payment for shipments of merchandise to these corporations was guaranteed
by claimant. It is asserted that shipments were made to Cuba and payment
macle on drafts for the shipments to Cuban collecting banks but no funds
were remitted to the consignor.

There is no evidence of drafts issued or paid for Deere equipment in the
record. However, an affidavit of the Credit Manager of John Deere Intercon-
tinental, 3. A. established that claimant as guarantor made payvments for the
Cuban enterprises to John Deere Intercontinental, S.A. of $46,737.14, to
Deere & Company of $3,633.61, and to the Export-lmport Bank of Washington
of $4,809.78. The payments to the Export-Import Bank, however, were for
notes which were paid by claimant on March 19, 1962 and which will be
discussed below with other payments to that bank.

The Commission finds that claimant acquired a claim in the amount of
$50,370.75 by subrogation as a result of his paviment of the debts of nation-
alized Cuban enterprises which payments were determined to have been made
by him on March 19, 1962 in the absence of evidence to the contrary.

Accordingly, the Comunission finds that claimant, as subrogee, succeeded
to and suffered a loss in the amount of $50,370.75 on March 19, 1962 within
the meaning of Title ¥ of the Act. Again interest will be computed from the
date of the assignment of this claim to claimant.

14. Payments to Export-Import Bank of Washington

Claim is made for the sum of $8,460.42 paid by claimant to the Export-
Import Bank of Washington for the account of Powe Machinery Coimnpaiy,
S.A. on notes held by that bank. The record reflects and the Commission finds
that claimant made payment on March 19, 1962 of $4,809.78 and on July 5,
1962 of $3,650.64 on notes due and owing by the Powe Machinery Company,
8. A. which had heen nationalized by the Government of Cuba on October 24,
1960. The notes were originally pavable 7o Johin Deere Intercontinental, S.A.
and Caterpillar Americas Company and subsequently endorsed over to the
hank. Thus the Comnission finds that the amount of $8,460.42 was a debt of
a nationalized enterprise to which claimant became subrogated by his pay-
ments of March 19, 1962 and July 5, 1962.

Accordingly, the Commission finds that claimant succeeded to and suf-
fered losses in the amounts of $4,809.78 and $3,650.64 on March 19, 1962 and
July 5, 1962, respectively, within the meaning of Title V of the Act.
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15 Commiission on Sale for John Deere mtercontinental, S.A.

Claim is made for the amount of $122,419.62 due from the Government of
Cuba for a sales commission on equipment sold to the Cuban Government for
which a promissory note signed by Fidel Castro was given. The Cominission
has previously determined the Claim of Deere & Company, Claim No. CU—
2392 wherein a certification of loss was made to the company based upon the
note datecd May 1, 1960 which matured May 1, 1961. The note was in the face
amount of $389,591.12 and the share of loss for Deere & Company was held to
he $267,171.30, the balance representing the sales commission due ¢laimant
herein.

Thus the Comimission reaffirms its previous decision holding the failure
of the Government of Cuba to pay the promissory note on its maturity cate,
May 1, 1961, constituted a taking of claimant's property. Accordingly, the
Commission concludes that claimant suffered a loss in the amount of $122,
419,92 within the meaning of Title V of the Act on May 1, 1961.

16. Chriscraft Yacht

The Commission finds that claimant was the owner of a 75% interest in a
Chriscraft yacht for which claim is made in the amount of $12,000.00. The
record contains an affidavit of Mr. Waller Barrett affirming his sale to
claimant of a 75% interest in a thirty-nine foot Chriscraft Cabin Cruiser
for $12,000.00 during the year 1957, and the cruiser was subsequently taken
o Cuba where it was based at the Havana Biltmore Yacht and Country
Club. Claimant's income tax records in the file establish the taking of a
loss by claimant of $12,000.00 for the seizure of the cruiser early in 1960.
In the absence of evidence to the contrary, the Commission finds that the
cruiser was taken by the Government of Cuba on March 1, 1960.

Om the basis of all the evidence of record, the Commission concludes that
claimant suffered a loss in the amount of $12,000.00 on March 1, 1960 within
the meaning of Title V of the Act.

The Commission has decided that in certification of losses on claims de-
termined pursuant to Title V of the International Claims Settlement Act 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 Claim of Lisle Corporation,
Claimn No. CU-0644), and in the instant case it is so ordered as follows:

FROM ON
November 23, 1959 $ 533.30
March 1, 1960 12,000.00
August 16, 1960 27,187.69
October 24, 1960 8,067,168.70
February 23, 1961 95,500.00
March 13, 1961 90,767.97
May 1, 1961 122,419.62
September 13, 1961 430,276 87
March 19, 1962 50,180.53
July 3, 1962 3,650.64
December 153, 1962 99,800.41

$9,507,785.73
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CERTIFICATE OF Loss

The Commission certifies that WILLIAM A, POWE suffered a loss, as a
results of 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 Nine Million Five Hundred Seven Thousand Seven Hundred Eighty-five
Dollars and Seventy-three Cents ($9,507,785.73) with interest thereon at 6%
per annum from the respective dates of losg to the date of settlement.

Dated at Washington, D.C., Februrary 12, 1970.

IN THE MATTER OF THE CLAIM OF FREEPORT SULPHUR COMPANY
Claim No. CU-2625—Decigion No. CU-6182

Under Title V of the Act, the value of a mining concesgion, like any other
property, must be determined as of the date of loss. No amount can be
allowed on the basis that in the fulure improved processes and conditions
may render the concesgion suitable for commercial development and
therefore valuable.

Prorosep DECISION

This claim against the Government of Cuba, filed under Title V of the
International Claims Settlement Act of 1949, as amended, in the amount of
$387,000.00, was presented by FREEPORT SULPHUR COMPANY based
uvpon the asserted loss of certain mining concessions in Cuba owned by
claimant’s Cuban subsidiary.

Under Title V of the International Claims Settlement Act of 1949 {78
Stat. 1110 (1964), 22 11.5.C. §§ 1643-1643k (1964), as amended, 79 Stat.
988 (1965)], the Commission is given jurisdiction over claims of nationals
of .the Unpited States against the Government of Cuba. Section 503{a) of
the Act provides that the Commission shall receive and determine in accord-
ance with applicable substantive law, including international law, the
amount and validity of claims by nationals of the United States against
the Government of Cuba arising since January 1, 1959 for

losses resulting from the nationalization, expropriation, intervention or
other taking of, or special measures directed against, property includ-
ing any rights or interests therein owned wholly or partially, directly
or indirectly at the time by nationals of the United States.

Section 502(3) of the Act provides:
The term ‘property’ means any property, right, or interest including
any leasehold interest, and debts owed by the Government of Cuba or by
enterprises which have been nationalized, expropriated, intervened, or
taken by the Government of Cuba and debts which are a charge on
property which has been nationalized, expropriated, intervened, or
taken by the Government of Cuba.

Section B02(1) (B) of the Act defines the term *“national of the United
States” as a corporation or other legal entity which is organized under the
laws of the United States, or of any State, the District of Columbia, or the
Commonwealth of Puerto Rieo, if natural persons who are citizens of the
United States own, directly or indirectly, 50 per centum or more of the
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outstanding capital stock or other beneficial interest of such corporation or
entity.

The record shows that claimant was organized uncder the laws of Dela-
ware and that at all pertinent times more than 50 per cent of its cutstanding
capital stock was owned by nationals of the United States. An authorized
officer of claimant has certified that for the period November 16, 1959
through February 15, 1967, over 98.5 per cent of claimant's cutstanding
capital stock was held by individuals having addresses in the United States.
The Commission holds that claimant is a national of the United States
within the meaning of Section 302(1) (B} of the Act.

The evidence esablishes and the Commission finds that at all pertinent
times claimant owned 100 per cent of the outstanding capital stock of Cia.
Exploradora de la Isla, 8.A. (Islexco), a Cuban corporation.

Since Islexco was organized under the laws of Cuba, it does not qualify
as a corporate "national of the United States” within the meaning of Sec-
tion 302(1) { B} of the Act, supra. In this type of situation, it has been held
that a stockholder is entitled to file a claim for the value of his ownership
interest. (See Claim of Parke, Davis & Company, Claim No. CU-0180, 1967
FCSC Ann. Rep. 33.)

It is asserted that Islexco's assets consisted of a large number of mining
concessions located in Las Villa, Pinar del Rio, and Oriente Province, Cuba.
The record include copies of deeds which support claimant's assertions in
these respects. It further appears from the evidence of record that the Gov-
ernment of Cuba intervened Islexco's mining concessions pursuant to Reso-
lution 4382, issued by the Ministry of Agriculture, on July 27, 1960, under
Law No. 617 of October 27, 1959,

Claimant asserts the following losses:

San Isidro Properties, Las Villas Province...................oe. $ 38,564.24
Carlota Properties, Las Villas Province ..o, _. 103,495.49
Pinar cel Rio Froperties, Pinar del Rio Province . 42,436.25
Taco Bay Nickel Properties, Oriente Province...................... 188,792.71
Cristo Manganese Properties, Oriente Province.............. ceeeee 13710131

Total _.............. OSTURRRSPN OSTURRRSPN OSTURRRSPN coonne-B38T 00000

The following mining reporis lave been sulinitted by claimant:

1. A copy of a report of July 31, 1950 by Richard V. Colligan, president
of Islexco, concerning the San Isidro Properties. This report covers an
examination of two major areas during the period July 13, 1949 to Sep-
tember 17, 1949, and indicates the presence of manganese in those areas.
Cominercial exploitation of the ore deposits is recommended in the report
only "should a satisfactory method of treating the ores be developed." More-
over, the report suggests the need for an engineering study to deterine
the adequacy of water for mining and washing plant purposes; it indicates
that dock and storage facilities are inadequate; and it suggests that certain
"surface rights” would have to be obtained from several large landowners
in the area.

2. A copy of an exiract from a report of February 1917 by Yeatman &
Berry concerning the Carlota Properties. That extract indicates the pres-
ence of sulphur, iren and copper in the mines, and recommends "that the
required expenditures be made to build the railway, to equip the mine, and
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3. A copy of a report of December 12, 1851 by B. F. Darnell also cover-
ing the Carlota Properties, which indicates negative results confirming
statements in Mr. Celligan's affidavit of February 19, 1871

4. A copy of a report of January 1944 by Richard V. Celligan, concern-
ing the Pinar del Rio Properties. In this report, Mr. Colligan “recommended
that this property be dropped from consideration' because the reserve is
believed to be too small to warrant the large capital expenditure necessary
for plant and mine installations.”

5. A copy of a report of March 27, 1951 by Richard V. Colligan, con-
cerning the Taco Bay Nickel Properties, in whch Mr. Colligan “made a
rough calculation of tonnages of nickel ore developed at Taco Bay during
gur examination in 1945."

6. A copy of a report of October 7, 1956 by H. G. Kristjansen also cover-
ing the Taco Bay properties. This report indicettes the results of certain
drilling operations during the latter part of September and the first half
of October 1955, and includes estimates based primarily upon the 1945
project.

The record includes no such reports concerning the Cristo Manganese
Properties,

It appears from Mr. Colligan's affidavit of April 24, 1967, that this claim
is based on the “capitalized cost of such mining concessions” as shown by
Islexco’s books and records. With respect to property loss claims, the Com-
missjon's functions include determination of the values of properties taken
by Cuba on the dates of loss. Therefore, this claim was construed to be
based upon the value of any ores in the mines in question on July 27, 1960,
the date of loss. Accordingly, the Commisgion suggested the submission of
evidence to establish the value of Islexco's or:s and the extent of any
mining operations performed by Islexco or claimant,

Mr. Colligan recites in his affidavit of February 19, 1871 that “In each
case, the reserves were not considered ripe for commercial development”,
but claimant awaited “the day when higher metal prices and improved
treatment processes would render these deposits suitable for commercial
development.” Undeér these circumstances, “No mining was performed” by
Tslexco or Freeport on any of the properties discussed herein.

The Commission made further inquiries concerning the wvalue of the ores
in question. It called claimant's attention to the fact that the Cuban Iron
Ore Company, which had leased the Tinar del Rio Properties to Islexco,
had asserted a claim for the loss of those mines and royalties under the
lease with Islexco (Claim No. CU-3337), and that the ¢laim had been denied
for failure to establish that its property had any value.

In an afidavit of March 19, 1871, Mr. Colligan stated as follows: “With
respect to the value of the ore reserves which are the subject of this claim,
since the deposits were never exploited no definitive estimates of capital
and operating costs were made. Hence no profit estimates are available. . . .
I am, however, in a position to make a quantative evaluation of the gross
value of the ore in the ground.” Appended to the affidavit are two schedules.
One schedule indicates the gross value of the cre reserves, and the other
schedule shows the bases for the calculations. The first schedule sets forth
that in 1960 the aggregate gross value of the ore reserves in the ground
where the San Isidro, Carlota, Pinar del Rio, and Taco Bay mines were
situated was $1,113,093,516.00. Nothing is inclujed in that amount on ac-
count of the Cristo mines because “No reserve data are available,” as indi-
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cated in the second schedule. That schedule also shows that the calculations
therein were hased upon the reports discussed above.

This entire matter has been carcfully considered. It is deemed unneces-
sary to dwell upon Mr. Colligan's computations indicating a gross value of
over $1 billion for the ores in the ground since that fact, in and of itself,
is insufficent to establish what value, if any, the ores would have after
considering mining and related costs, As already noted, the mines were
never operated because "In each case, the reserves were not considered ripe
for cominercial development"; and the record contains no evidence to show
the costs of mining and processing the ores. Moreover, the Pinar del Rio
mines are indicated as having a gross value of $437,005,520.00, while Mr.
Colligan's recommendation in January 1944 was that "this property be
dropped from consideration ™ and the claim of Islexeo’s lessor hased upon
the Pinar del Rio mines was denied for lack of proof.

The Regulations of the Conunission provide:

The claimant shall be the moving party and shall lave the burden of
proof on all issues invalved in the determination of his claim. (FC3C

Reg., 45 C.F.R. § 531.6{d) (1970).)

The Commission finds that claimant has failed to sustain the burden of
proof. While claimant's investinent in the mines has some probative value,
it is insufficient to establish the value of the mines on the date of loss.
(See Clainf of Warren and Arthur Sinadbeck, fnc., et al.,, Claim No. CU-
2465.) The Commission tinds that claimant has failed to prove that its
mining concessions had any value on the date of loss.

Accordingly, this claim is denied in its entirety. The Comnmission deeimns
it nnnecessary to make determinations with respect to other elements of the
claim.

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

Commission April 14, 1971.
FINAL DECISION

Under date of April 14, 1971, the Cominission issued its Proposed Decision
denying this claim based upon certain mining concessions in Cuba because
the record failed to establish that the concessions had any value on June 27,
1960, the date of loss. The claim had been filed by Freeport Sulphur Com-
Pany which changed its name to FREEPORT MINERALS COMPANY as
of April 26, 1971. Claimant's name of record has been changed accordingly.

Claimant filed objections in the form of an afficdavit of June 4, 1971 from
Mr. Richard V. Colligan, Vice President of claimant. It asserted that the
minerals in the mining concessions had great value, but that the value
could not be ascertained because the mines were not vet in operation. Claim-
ant therefore urges the Commission to recognize that fact and allow the
amount invested in the concessions in lieu of precise information concern-
ing value thereof.

The Commission notes that while minerals in the ground may be valuable
intrinsically, the costs of extracting and refining the minerals may render
it economically prohibitive to operate the mines in which the minerals exist.
Thus, for practical purposes the mining concessions would have no real
value.

LIpon consideration of the entire record, the Commission finds no basis for
altering the Proposed Decision of April 14, 1971, The Commission reaffirms
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its finding that the record fails to establish that the mining co
in question hacd any value on the date of heoss, Accordingly, the
Decigion is affirmed in all respects.

Dated at Washnigton, D.C., and entered as the Final Decisio
Commission September 8, 197 1.

IN THE MATTER OF THE CLAIM OF JOHN EL KOURY

Claim No. CU-0384—Decision No. CU-3796

Where the evidence justifies a finding of value, but it does not fully
claimant's assertions, the value may be determined by the appli<
sound reasoning based on the evidence of record.

PROPOSED DECISION *

This claim against the Government of Cuba, under Title V of ti
national Claims Settlernent Act of 1949, as amended, in the amended
of $2,966,630.67, was presentec by JOHN EL KOURY based upon
serted loss of a 50% interest in a Cuban corporation which owned foi
in Oriente Province, Cuba, and a 100% interest in another mine also
in Oriente Province, Cuba. Claimant has been a national of the Unite
since birth.

Under Title V of the Internationahe Claims Settlement Act of 1
Stat. 1110 (1964}, 22 U.B.C. 881643-1643k (1964}, as amended, 79 5.
{1965)], the Commission is given jurisdiction over claims of national
Unitecd States against the Government of Cuba. Section 503(a) of
provides that the Commission shall receive and determine in accordai
applicable substantive law, including international law, the amoi
validity of claims by nationals of the United States against the Gov
of Cuba arising since January 1, 1959 for

losses resulting from the nationalization, expropriation, interve
other taking of, or special measures cdirected against, property ii
any rights or interests therein owned wholly or partially, directE
directly at the time hy national of the United States.

Section 502(3) of the Act provides:

The term “property' means any property, right, or interest includ
leasehold interest, and debts owed by the Government of Cub;
enterprises which have been nationalized, expropriated, intervE
taken by the Government of Cuba and debts which are a charge ¢
erty which has been nationalized, expropriated, intervened, or t
the Government of Cuba.

The record discloses that El Koury-Cobty Mining Corporation,
which claimant asserts a 50% interest, was organized under the laws
and does not qualify as a corporate "national of the United States”
by Section 302(1) (B) of the Act as a corporation or other legal en
ganized under the laws of the United States, or of any State, the Di;
Columbia, or the Commonwealth of Puerto Rico, whose ownership i;
to the extent of 50 per centum or more in natural persons who are
of the United States. In this type of situation, it has been held pr<

+ This decision way enterad as the Commission's Final Decision on September 2 725
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that a stockholder in such a corporation is entitled to file a claim basecd upon
his ownership interest therein. (See Claim of Parke, Davis & Comparny, Claim
No. CU-0180, 1967 FCSC Ann. Rep. 33.)

The Commission finds on the basis of the evidence of record, including a
stock certificate and original deeds, that claimant owned a 30% interest in
El Koury-Cobty Mining Corporation, S.A., hereafter referred to as the Cuban
corporation, which was incorporated in Cuba in 1948; and that claimant was
the sole owner of the undeveloped property known as the Isabel Mine, ac-
quired in 1948 for $5,000.00. As to the latter the Commission finds the price
paid for that property to be its fair value at the time of nationalization. It
farther appears fromn the evidence of record that the Cuban corporation
owned four mines in Oriente Province, Cuba; namely, the San Miguel Mine,
the St. Joseph Mine, the San Basilio Mine and the Daher Mine; and that the
Isabel Mine was also located in Oriente Province, Cuba.

On October 27, 1959, the Cuban Government enacted Law No. 617, which
authorized the Minister of Agriculture to order the commercial exploitation
of mineral resources in Cuba. Claimant has stated that the mines in question
were nationalized by Cuba in 1960. The record shows that under date of
February 9, 1960, the Department of State replied to claimant's incuiry of
January 25, 1960 concerning said mines and referred to Law No. 617 of
October 27, 1959, published November 17, 1959. In the absence of evidence
to the contrary, the Commission finds that the four mines owned by the
Cuban corporation and the [sabel Mine owned by the clailnant were taken
by the Government of Cuba on February 15, 1960, as a result of which
claimant sustained a loss within the meaning of Title V of the Act.

It should be noted that initially claimant asserted a loss $989,000.00 instead
of the $2,966,630.67 now claimed. The former amount was computed as fol-

lows:

{1} Four mines [above named) $270,000.00
{2) 50% stock interest in E1 Koury-Cobty Mining

Corp., S.A. 500,000.00

(3) Loss of lease income 219,000.00

$959,000.00

Following considerable correspondance asking for a clarification of claim-
ant's figures, it appeared that the four mines had been purchased by the El
Koury-Cobty Mining Corporation and so were parts of its assets—thus they
were not the subject of a separate claim. Further, it appeared that those
mining properties, in fact, had never been tested or surveyed to determine
the quantity and quality of purported minerals therein. Claimant in his letter
of July 16, 1969 to the Commission has now withdrawn "my claim for those
mines" so they will not he considered further herein. As to the asserted loss
of lease income, the record shows that the principal asset of the mining
company was the St. Miguel Mine which was leased on December 14, 1930 by
the Company to the Emily 8.A. Mining Corporation for a 10% gross royalty
for a 30 year term. It therefore follows that the value of the claimant's in-
terest for the loss in question for both lease value and residual value, if any,
is a corporate asset and would be affected by the following factors, viz.:

{1} The type, quantity and quality of the proven ore reserve in the San
Miguel Mine;
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(2} The time it would take to develop the property and to mine the ore or,
phrased another way, the number of days projected operation during
the lease term and the amount of ore processed during each of those
days;

{3) The prices at which the ore would be sold during the actual operation of
the lease, which period, allowing for starting-up operations, would be
shorter than the lease term;

{4] The amount of minerable cominercial ore, if any, left at the end of the
lease term.

Claimant's substantially increased amended claimed amount is based upon
various commputations he has made primmarily as to the asserted ore reserve
and his projected production figures now based on a 300 ton a day mill rather
than 100 tons per day first used in his claim. Although some evidence has been
presented, it does not justify the total now claimed nor the method used by
claimant in arriving at it, because the mine has evidently not been in produc-
tion since the days of its early exploitation by the Spaniards who discovered
it shortly after the discovery of Cuba and, because the evidence is inconclusive
as to the true value of the total ore reserve. The Commission, therefore, finds
that the valuation most equitable to the claimant is one hereinafier described.

Evidence submitted inclucdes a price list of metals, certain assay reports
dated August 25 and 26, 1948, and claimant's description as to the measure-
ments madle of five mineralized veins. All this gives some idea as to the values
of the copper, gold, silver, zinc and the quantities of ore. The pritnary liffi-
culty, however, is twofold, first (as above mentioned) apparently no pro-
duction occurred after the execution of the lease in 1930, and secondly, the
number of assays for the length of the veins is too small to be taken as fully
applying to the large ore bodies claimed. Nevertheless, this evidence does
justify some finding of value, for the property would have had a commercial
worth in the market place if it had not been expropriated.

As to the reason why the lessee had not yet started actual production, the
claimant asserted in his letter of July 17, 1967 to the Cominission that this
occurred because the lessee ", . . was starting operations at San Miguel
Mine when Castro entered Cuba in Oriente Province and made his revolu-
tionary coup on San Miguel Mine, which is located in the Sierra Maestra
Mountains in Oriente Province, therefore the one hundred ton mill could not
be completed by Emily S.A. Mining Co., and operation ceased." Claimant
though asserts that there were siX million tons of ore "on site" in that
letter, i.e., meaning proven, and a potential of fifty million additional tons—
the latter with an estimated value of "one million dollars plus." This does
not accord with another one of his statements in his letter of July 16, 1969,
that "... we had a proven tonnage of 723,330 tons...."

Further difficulty with claimant's position as to the larger claim now as-
sertecd is that the lease was entered into in 1930 and Castro, according to
historical accounts, did not operate from the Sierra Maestra Mountains until
sometimes in 1956. No explanation is made by claimant as to why such al-
legedly vaheuable properties were not mined between 1930 and 1956. We can
only surmise that it was because for some reason it was not then profitable
to clo so. But that does not mean that there was no value to the property.
Claimant himself states that he invested $250,000 in his one-half interest in
the enterprise, and the assays in part show some good values on certain sain-
ples. However, as stated earlier, we deem the assays as too few in number
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to justify the kind of averaging claimant has projected even if we accept his
figure of 723,330 tons of possible commercial ore.

Considering all the evidence, the Commission finds that the most equitable
valuation of the claimant’s company s 10% gross lease interest is a gross
worth of $1,084,995, with claimant’s one-half interest being $542,497.50. The
latter sum, plus $5,000.00 heretofore found as the value of claimant's interest
in the Isabel Mine makes a total loss to claimant of $547,497.50. In holding
that claimant suffered a loss of $547,497.50, the Commission has considered
the value of claimant's stock in the El Koury-Cobty Mining Corporation,
3.A., based on value of the lease itself and the possible residual value at
the expiration of the lease in the event the tull tonnage were not minec
curing the lease term.

The Commission has decided that in the certification of losses on claims
determined pursuant to Title V of the International Claiins Settlemnent Act
of 1949, as amended, interest should he included at the rate of 6% per annum
from the date of loss to the date of settlemnent (See  Claim of Lisle Corpora-
tion, Claim No. CU-0644}, and in the instant case it is so ordered.

CERTIFICATION OF LOS3

The Commission certifies that JOHN EL KOURY suffered a loss, as a re-
sult of actions of the Goveriunent of Cuba, within the scope of Title V of
the International Claims Setilement Act of 1949, as amended, in the amount
of Five Hundred Forty-Seven Thousand Four Hundred Ninety-Seven Dollars
and Fifty Cents ($547,497.50) with interest thereon at 6% per annum from
February 15, 1960 to date of settlement.

Datec at Washington, D.C., July 30, 1969.

IN THE MATTER OF THE CLAIM OF ARCHIEBALD 3. ABBEY
Claim No. CU-0352—Decision No. CU-6784

For the purpose of Title V of the Act, the value of the property in guestion
miust be established by competent and convincing evidetnce,

FINAL DECISION

This claim was filed by ARCHIBALD 3. ABBEY, as the representative
of the Estate of his deceased father, CHESTER E. ABBEY. The claim was
submitted on August 16, 19635, prior to the opening of the filing period, and
such filing was considered validated as of November 1, 19635, the commence-
ment of the period for filing claims against the Government of Cuba. As it
was not shown that any legal representative had been appointed, the claim
was considered as that of the Estate of CHESTER E. ABBEY, Deceased.

The efforts of the Commission to assist in the development of this claim
are outlined in the Proposed Decision. The claim was cenied for failure to
establish the identity of persons assertedly having any interest in this claim,
that they were United States nationals at all pertinent times, that they
owned interests in any of the claimed mining concessions in Cuba, or if they
did that the concessions had any value on the asserted date of loss, and
that the claim was owned by nationals of the United States continuously
from the date of loss to the date of filing the claim.

Objections were filed in this matter by Chester E. Abbey, grandson of
Chester E. Abbey, deceased, and nephew of ARCHIBALD 5. ABBEY, and
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an oral hearing was held in the Offices of the Conunission on June 22, 1972,
at which time Chester E. Abbey presented argument on behalf of the Es-
tate. No additional documentary evidence was presented at the hearing.

It has been contended that Chester Eli Abbey and Alice Soutar Abbey
{both now deceased) had five children, one of whom died in infancy, and
that four survived to adulthood. These four have been identified as Frank-
lin G. Abbey, now deceased, Henry C. Abbey, now deceased, Wellington F.
Abbey, now deceased, and ARCHIBALD 3. ABBEY. The Commission finds
that ARCHIBALD S. ABBEY, a national of the United States at all times
pertintent to this claim, inherited a one-fourth part of any interest his
grandfather, Chester E. Abbey, Deceased, held in the mining concessions
subject of this claim and which were not sold by Alice S. Abbey, on behalf
of the Estate. Accordingly, ARCHIBALD S. ABBEY is substituted as
claimant, in his indivicdual capacity as a successor in interest to a part of
the Estate of Chester E. Abbey, Deceased.

The record does not establish with certainty the successors in interest to
the remaining part of the Estate of Chester E. Abbey, Deceased, whether
they were Unitecd States nationals, and their continued ownership (if any)
from the date of loss to November 1, 1965.

On November 17, 1959 the Government of Cuba published its Law 617,
which authorized the Minister of Agriculture to order the commercial ex-
ploitation of mineral resources in Cuba. Accordingly, the Commimission finds
that any mining concessions held by the Estate of Chester E. Abbey, De-
ceased, or his heirs, which had not been sold, were taken by the Government
of Cuba on November 17, 1959, (See the Claim of John El Koury, Claim
No. CU-0384.)

Ag set out in the Proposed Decision, ¢laiin was originally marle for the
mining concessions Providencia, La Union, Minnesota and El Cupey. There-
after, in letters of February 18, 1968, and September 25, 1971, subsequent
to issuance of the Proposed Decision, ARCHIBALD S. ABBEY claritiecl
that only the El Cupey group is claimed. The Commission found in its Pro-
posed Decision that the first three named mining concessions had been sold
and were not owned by any of the heirs of Chester E. Abbey, deceased,
when they were taken from the purchaser on August 19, 1960, (See Claims
af Mao Bay Mining Companyy, et al, Claim Nos. CU-2619 and CU-2573.)

The record, including a "Memorandum of All property Owned by C. E.
Abbey, Deceased” reflects that the interest of the Estate in the El Cupey
group was 12 per cent. This is affirmed in a letter of June 27, 1967 of
ARCHIBALD S. ABBEY. Chester E. Abbey has contended that he filec
claim with the Internal Revenue Departinent for losses as a result of the
Castro regime takeover, that he got 8.5 years incomne tax returned bhased on
a large evaluation of the total loss insofar as he suffered a heoss as a grand-
son. This is not of record. Chester E. Albbbey has never clarified whether the
claim, after he commenced addressing the Commission, is intended to cover
more than the El Cupey group, although this information was requestec.
However, he stated at the oral hearing that $200,000 was allowed him by the
Internal Revenue as 9 of 12 per cent, although his interest might be |, of
12 per cent. It is noted that $200,000 is the amount criginally asserted by
ARCHIBALD 3. ABBEY as the value of the 12% interest of the Estate.

Chester E. Abbey has submitted a copy of a Deposition of June 8, 1966,
of William A. J. Pitt, in the Matter of Chester E. Abbey, et al, in the
United States Court of Claims, Number 367-65. Mr. Pitt, a mining engineer,
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was formerly with the Departinent of Mines, Oriente Province. In his depo-
sition Mr. Pitt set out his recognition of the aboveinentioned Memorancdum
of Properties. He also affirmed that part of the properties inclucling Provi-
dencia, La Union and Minnesota had been sold to the Moa Bay Company,
and Freeport Sulphur (as then known).

The Commission affirms its holding that the Providencia, La Union and
Minnesota mining concessions were not owned by any of the heirs of Ches-
ter E. Abbey, Deceased, on the date of any taking by the Govermment of
Cuba. Moreover, it is to be noted that even if the Internal Revenue Service
marle a return to Chester E. Abbey of taxes paid, on the ground that the
properties belonged to the Governiment of Cuba, this does not establish that
prior to such taking, the properties had belonged to the heirs of Chester E.
Abbey, deceased. The Collector of Taxes historically accepts taxes proffered
and his no obligation to research the title of the one making the payment.

Accordingly, the Commission finds that ARCHIBALD 3. ABBEY suf-
fered a loss of his inherited interest of three per cent of the El Cupey
group, on November 17, 1959, the date of taking by the Government of
Cuba.

There remains for determination the value of the loss suffered by ARCH-
IBALD 5. ABBEY. In this connection the Commission has carefully exam-
ined the several sketches and maps submitted by ARCHIBALD 3. ABBEY,
and his various assertions that the Moa and El Cupey properties consisted
of 2,365 acres with 84 million tons of ore—manganese, iron, nickel and ¢o-
balt. The abovementioned Memorandum of Properties shows that the El
Cupey concessions consisted of 957 .40 hectares, equivalent to 2,364.78 acres.
By letter of June 27, 1967 ARCHIBALD 8. ABBEY stated that the El
Cupey group held 38 million tons. Thereafter his calculations of value in-
crease while the method remains unclear.

Chester E. Abbey had submitted certain Internal Revenue Service sched-
ules indicating an original loss of $100,000 in 1960 and subsequent carry-
overs for unused portions, but the papers submitted co not indicate the na-
ture of the heoss. Clarification was requested of this point, but was not
forthcoming. As shown above, the Cominission has also considered the
assertion of a tax return to Chester E. Abbey.

ARCHIBALD S. ABBEY stated in his letter of S3eptember 25, 1971 that
the silver content had a value of from 24 to 26 cents an ocunce, lead had a
value of 5 cents a pound, and zinc had no value. He continued that the ore
in these properties was 28 per cent zinc, that the smelter liquidations of
the value metals was alinost absorbed by the zinc penalties, so they closed
the property in 1935, He continued that it would take many years to exploit
and process the property, and that the Russians were using the crude ore
for ballast in their ships.

The record includes an accounting for the proceeds of the sale of Provi-
dencia, La Union and Minnesota on April 7, 1943 for $21,072. This covered
a surtace area of 558 hectares, and represented a value of $37.76 per
hectare.

The Commission has also examined the abovedescribed deposition of Wil-
liaim A. J. Pitt. It is noted that he stated that the El Cupey property had
not been mined for iron or nickel. He gave it as his opinion that El Cupey
had twenty to forty million tons of ore—a wide allowance which is not
shown to be proved. He also indicated that certain properties in the vicinity
could be sold for $125 a hectare, and $1.00 royalty per dry ton, but that
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El Cupey would be lower, inasmuch as it would take ten vears to expheoit
the Moa properties (sold) but would take about twenty years for E1 Cupey.

The evidence of record justifies some finding of value inasmuch as the
property would have had a cominercial worth in the market place, if it hacl
not been taken by the Government of Cuba.

On the basis of the 1943 sale and Mr. Pitt's various statements, the Com-
mission finds that the 957.40 hectares of El Cupey had a surtace value
averaging $50 per hectare, aggregating $47,870.00. Further the Commission
finds that the E1 Cupey property probably contained 5,000,000 tons of ore
and after considering a discount rate of 12 per cent appropriate to the area,
over a 15 year period, finds that the value of the EI Cupey ores was $950,000
on the date of loss.

Accordingly, the Commission finds that ARCHIBALD 8. ABBEY suft-
fered a loss of $29,936.10 when his 3 per cent interest was taken on Novern-
ber 17, 19359.

The Commission has decided that in certifications of loss on claims de-
termined pursuant to Title ¥ of the International Claims Settheement Act 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 Claim of Lisle Corpora-
tion, Claim No. CU-0644), and in the instant case it is so ordered.

Accordingly the following Certification of Loss will be entered ancd in all
other respects the Proposed Decision is affirmed.

CERTIFICATION OF LOSS

The Commission certifies that ARCHIBALD 3. ABBEY, individually,
suffered a loss, as a result of actions of the Government of Cuba, within
the scope of Title V of the International Claims Settlemment Act of 1949, as
amendecd, in the amount of Twenty-Nine Thousancd Nine Hunclrecd Thirty-
Six Dollars and Ten Cents ($29,936.10) with interest therecn at 6% per
annum from November 17, 1959 to the date of settlement.

Dated at Washington, D.C., June 23, 1972,

IN THE MATTER OF THE CLAIM OF MOA BAY MINING COMPANY,
ET AL.

Claim Nos. CU-2619 and CU-2573—Decision No. CU-6049

Valuation of mining concessions may be determined by application of ap-
propriate discount rates, Other itemns of property may be evaluated by
competent and persuasive evidence.

FROFPOSED DECISION

These claims against the Government of Cuba, under Title V of the In-
ternational Claims Settlemment Act of 1949, as amended, in the amounts of
$98,005,000.00 and $68,071,000.00, respectively, were presented by MOA
BAY MINING COMPANY AND CUBAN AMERICAN NICKEL COM-
PANY based upon the asserted heosses of certain real and personal property
in Cuba.

Under Title ¥ of the International Claims Settlement Act of 1949 [78
Stat. 1110 (1964), 22 U.5.C. 88 1643-1643k (1964, as amended, 79 Stat.

' This decision was entered as the Commission's Final Decision on March 15, 19;1.
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988 (1965)], the Commission is given jurisdiction over claims of nationals
of the United States against the Government of Cuba. Section 503(a) of the
Act provides that the Commission shall receive and determine in accordance
with applicable substantive law, including international law, the amount
and validity of claims by nationals of the United States against the Govern-
ment of Cuba arising since January 1, 1939 for

losses resulting from the nationalization, expropriation, intervention or
other taking of, or special measures directed against, property includ-
ing any rights or interests therein owned wholly or partially, directly
or indirectly at the time by nationals of the United States.

Section 502(3) of the Act provides:

The term “property’ means any property, right, or interest including
any leasehold interest, and debts owed by the Government of Cuba or
by enterprises which have been nationalized, expropriated, intervened,
or taken by the Govermment of Cuba and debts which are a charge on
property which has been nationalized, expropriated, intervened, or taken
by the Government of Cuba.

Section 302(1) (B) of the Act defines the term "national of the [nited
States" as a corporation or other legal entity which is organized under the
laws of the United States, or of any State, the District of Columbia, or
the Commonwealth of Puerto Rico, if natural persons who are citizens of
the United States own, directly or indirectly, 30 per centuin or more of the
outstanding capital stock or other beneficial interest of such corporation or
entity.

The record shows that MOA BAY MINING COMPANY (MOA) and
CUBAN AMERICAN NICKEL COMPANY (CUBAN AMERICAN)] were
organized under the laws of Delaware (Exhibits B and D), and that at all
pertinent timmes rnore than 50% of the outstanding capital stock of MOA
and CLIBAN AMERICAN were owned by nationals of the United States.
It farther appears that at all times froin November 23, 1955, when MOA
was incorporated, to the date of tiling all of MOA's outstanding capital
stock was owned by CUBAN AMERICAN (Exhibit C). In turn, all of
CUBAN AMERICAN 8 outstanding capital stock was owned from August
11, 1955, when CUBAN AMERICAN then known as Freeport Nickel Clomn-
pany was incorporated, to November 8, 1963, by Freeport Sulphur Com-
pany (Freeport], a corporation organized under the laws of Delaware
{Exhibit EJ.

Ever since November 8, 1963, all of CUBAN AMERICAN's outstanding
capital stock has been owned by the First National City Bank, Bankers
Trust Company, Mellon National Bank and Trust Company, Chemical Bank
New York Trust Company and The Bank of New York. all of which banks
qualify as nationals of the United States within the meaning of Section
S02(1) (B} of the Act (Exhibits G and H). An authorized officer of Free-
port has certified that from November 16, 1959 to February 15, 1967, over
98.5% of Freeport s outstanding capital stock was owned by persons having
addresses in the United States (Exhibit F; also see Claim of Freeport
Sulphir Company, Claim No. CU-2625). The Commission holds that MOA
and CIUBAN AMERICAN are nationals of the United States within the
meaning of Section S02(1) (B) of the Act.

Claimnants assert the following losses:
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MOA (CU-2618)

Loss of earnings, plant and equipment ........cocccuwen $88,349,000.00
loss of earnings from reinvestment of excess cash ... 9,656,000.00
TORAL oo eseseeeeeereemisessssssssenesssnamsereemmsassmsassseneeer: $98,005,000.00
CUBAN AMERICAN (CU-2573)
Loss of earnings, plant and eguipment ... ......... $60,809,000.00
Loss of earnings from reinvestment of excess cash ..... 7,262,000.00
Total e —————— R e $68,071,000.00

STOCKHOLDER AND CREDITOR CLAIMS

MOA and CUBAN AMERICAN state that they filed their claims on
their own behalf: on behalf of CUBAN AMERICAN as stockholder and
creditor of MOA: on behalf of other creditors of MOA; on behalf of the
said five banks in their respective capacities as stockholders and creditors
of CUBAN AMERICAN: and on behalf of other creditors of CUBAN
AMERICAN.

Section 505(a) of the Act provides that a claim under section 503(a) of
the Act, based upon an ownership interest in any corporatiom, association,
or other entity which is a national of the United States shall not he
considered. ;

The Commission finds that the claim of CUBAN AMERICAN as a stock-
holder of MOA and the claims of the banks as stockholders of CUBAN
AMERICAN are barred by the express provisions of Section 505(a) of the
Act because MOA and CUBAN AMERICAN qualify as nationals of the
United States. Accordingly, those claims are denied. (See Claim of Mary F.
Sohenberg, Claim No. CU-0014, 25 FCSC Semiann, Rep. 48 [July-Dec.
1966].)

The record indicates that the following concerns have joined the claims
herein as creditors of CUBAN AMERICAN:

First National City Bank

Bankers Trust Company

Mellon National Bank and Trust Company
Chemical Bank Mew York Trust Company
The Bank of New York

Republic Steel Corporation

United States Steel Corporation

MeLouth Steel Corporation

Jones & Laughlin Steel Corporation
General Motors Corporation

Ford Motor Company

Section 505{a) of the Act further provides that a claim under Section
503{a) based upon a debt or other cbligation owing by any corporation,
association, or other entity organized under the laws of the United States,
or of any State, the District of Columbia, or the Commonwealth of Puerto
Rico shall be considered only when such debt or other obligation is a charge
on property which has been nationalized, expropriated, intervened, or taken
by the Government of Cuba,

The Commission has previously held that a claim based upon a debt of
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an entity qualifying as a United States national may not be considered
unless the debt was a charge on property taken by the Government of Cuba.
{See Claim of Anaconda American Brass Co., Claiin No. CU-0112, 1967
FC3C Ann. Rep. 60.)

It is neither alleged nor does the record show that any of the debts upon
which the aforesaid creditors base their claims were charges on any prop-
erties taken by the Government of Cuba. The Cominission is therefore pre-
cluded from considering their claims.

However, it is contended by MOA and CUBAN AMERICAN that the
heegislative history of the Act indicates that it was not intended that Section
505(a) should exclude claims of banks, insurance companies, financial insti-
tutions or other entities basecd upon debts or other obligations.

This issue was considered by the Comnission in the course of determining
the debt claim of a bank under Title V of the Act. The Commission held as
follows:

Finally, we find no merit in the claimant's contention that the legisla-
tive history of the Act exempts banks from the operation of Section
505(a). This was considered previously by the Conunission and rejectec
in the Proposed Decision [1968 FCSC Ann. Rep. at 64] wherein the
Commission found that the language of the section itself is quite clear
and containsg no exception in favor of banks. (See Claim of The First
National Bank of Bostor, Claiin No. CU-2268, Final Decision entered
February 26, 1969, 1969 FCSC Ann. Rep. 33.)

For 'all of the foregoing reasons, the claim of CUBAN AMERICAN and
the claims of the creditors based upon debts due either from CUBAN
AMERICAN or MOA are denied.

CLAIM No. CU-2573 (CUBAN AMERICAN)

CUBAN AMERICAN asserts a heoss of $68,071,000.00 by virtue of a con-
tract dated January 19, 1959 between MOA and CUBAN AMERICAN
{ Exhibit M) relating to certain mining concessions in Cuba owned by MOA.

The agreement of January 19, 1959 provides for the sale of MOA's ores
[nickel-cobalt concentrates) to CUBAN AMERICAN pursuant to certain
conditions. The contract was to continue for a period of five years, and MOA
was to receive 6026 of the net income derived from the sale of MOA's ores
after being refined by CUBAN AMERICAN. It appears that CUBAN
AMERICAN financed its project by loans from the five banks which, since
November 8, 1963, have been CUBAN AMERICAN's sole stockholders.

Upon consideration of the entire record, the Commission finds that CUJ-
BAN AMERICAN owned no proprietaary interest in any of MOA's mining
concessions or related properties in Cuba. Insofar as those concessions and
properties are concerned, the only rights that CIJBAN AMERICAN pos-
sessed stemmed from the contract of January 19, 1959, and that contract
merely provided for the sale of extracted ores to CUBAN AMERICAN.
Loss of Eamings, Plant and Equipment:

CUBAN AMERICAN asserts a loss in the aggregate amount of $60,800 -
000.00, representing the loss of earnings hased on the contract of January
19, 1959, and the discounted depreciated value of its plant and equipment in
the United States.

It appears that in anticipation of that contract, CUBAN AMERICAN
acquired in 1957 from Freeport certain real property in Louisiana (Exhibit
L). During 1957, 1958, 1959 and 1960, CUBAN AMERICAN caused to be
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constructed on the property in Louisiana certain facilities for refining
nickel-cobalt concentrates.

Inasmuch as CUBAN AMERICAN owned no interest in MOA's proper-
ties in Cuba, no property belonging to CUBAN AMERICAN was taken by
Cuba. Moreover, since CUBAN AMERICAN's plant and equipiment were in
the United States, the Commission finds that being outside the jurisdiction
of Cuba, these assets could not have been taken by Cuba. Accordingly, the
portion of CUBAN AMERICAN's claim for the asserted loss of earnings,
plant and equipment is denied.

Loss of Eamings from Reinvestment of Excess Cash:

CUBAN AMERICAN asserts a loss of $7,262,000.00, representing the
estimated earnings it would have derived from the investment of cash
available as a result of its operations in the United States pursuant to the
contract of January 19, 1959, The Commission finds that this portion of the
claim also is not covered by the Act. Moreover, it appears that this portion
of the claim is entirely speculative, covering estimated earnings from rein-
vestiments over a 22-vear period. (See Claim of Metro-Goldwyn-Mayer, inc.,
Claim No. CU—2225) Accordingly, this portion of the claim is denied.

CLAIM No. CU—2619 (MOA)

The evidence establishes and the Commission finds that pursuant to cer-
tain agreements and other instruments executed in 1957 and 1959, MOA
acquired certain mining concessions situated in the vicinity of Baracoa,
Oriente Province, Cuba, in the northeastern part of Cuba known as Moa
Bay (Exhibit I}). These concessions were duly recorded with Cuban
authorities.

The Commission further finds that MOA caused to be constructed in that
area an extensive plant and appurtenant facilities to support its mining
operations in Moa Bay. The record includes copies of audited halance sheets
and other financial statements for MOA as of various dates in 19359, 1960
and 1961 (Exhibits J and K), which indicate the extent of MOA's invest-
ments in such facilities in Cuba.

On the basis of the entire record, the Commission finds that MOA sus-
tained a loss within the meaning of Title V of the Act when its facilities
were intervened by the Govermunent of Cuba on August 19, 1960 pursuant
to Resolution No. 4379 issued by the Ministry of Labor under Law 647 of
November 24, 1959,

Loss of Earnings, Plant and Equapment

The aggregate amount asserted by MOA on account of loss of earnings,
plant and equipment is $88,349,000.00. The Commission holds this portion
of the ¢laim to be based upon the value of MOA's mining concessions and
properties that were intervened by the Government of Cuba on August 19,
1960. (See Claim of Howard E. Holtzman et al., Claim No. CU—2168)

The evidence includes a detailed, technical report of MOA's mining con-
cessions in Cuba, prepared in May 1956 by Eugene P. Pfleider, Consulting
Mining Engineer, on the basis of drilling and exploration, the sampling of
extracted ores, and analyses of the samyples (Exhibit 0). Thereafter another
study of the concessions was rmacle by Sanderson & Porter, independent
engineers. Their detailed report, dated March 6, 1957 (Exhibit P}, con-
cludes with the statement, inter alia, that "measured currently economic
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ore reserves . . . are sufficient to support an annual production of 50,000,-
000 pounds of nickel and 4,400,000 pounds of cobalt forr about 22 years.”
Appended to that report is a letter of February 20, 1957 fromn Eugene F.
Pfleider, revising his May 1936 Ore Reserve Report (Exhibit O) upward
on the basis of sampling more ores extracted from 150 new holes.

On the basis of the foregoing evidence, the Commission finds that MOA's
proven ore reserves were sufficient to produce 50,000,000 pounds of nickel
and 4,400,000 pounds of cobalt annually for 22 vears.

The said agreement of January 19, 1959 between MOA and CUBAN
AMERICAN (Exhibit M) provided for the sale to CIJBAN AMERICAN
of all the ores extracted from MOA's mining concessions. CUBAN AMERI-
CAN agreed to refine the ores and sell them to its customers. In considera-
tion thereof, MOA was to receive 60% of the net profits derived from the
sale of the refined ores. That contract was to terminate on June 30, 1965,
It urther appears that MOA had made certain arrangements with the
Cuban Treasury Department, pursuant to whicl its income for Cuban tax
purpases was to be 602% of sucl net profits until June 30, 1963 and 63%
of such net profits thereafter.

On the basis of the evidence of record (Exhibits N and R), the Commis-
sion finds that the net amounts to be derived from the sale of the refined
ores were $0.726 per pound for nickel after sales adjustiments, and $2.00
per pound for cobalt until June 30, 19635, Thereafter, the prices would be
$0.726 per pound of nickel and $1.50 per pound of cobalt until the end of
the 22-vear term, June 30, 1982, when the ores would be exhausted.

The Commission therefore finds that the gross value of the refined ores
was $45,100,000.00 per year for the period ending June 30, 1965, and there-
after at the rate of $42,200,000.00 for the remaining period. MOA's compu-
tations also include the ligquidated value of its plant and equipment as of
the end of the 22-year term in the amount of §11,600,000.00, which is found
to be fair and reasonable. The evidence (Exhibit J) includes copies of
auditecl balance sheets and other financial statements covering MOA's Cuban
operations. The balance sheet as of September 30, 1960, closest to the date
of loss, shows that MOA owned Imd in Cuba valued at $5,041,021.38, and
plant, equipment and related facilities valued at $59,395,791.97 after depre-
ciation of $1,051,016.72.

MOCA had applied to the Internal Revenue Service for a Necessity Certi-
ficate to permit it to rapidly depreciate its Cuban assets pursuant to the
Internal Revenue Code. A detailed report (Exhibit K) submitted in support
of MOA'S application to the Internal Revenue Service shows that its actual
expenditures for facilities in Cuba aggregated $55,527,455.18.

The record (Exhibit R} shows that the aggregate income to be derived
from the sales of the refined ores over the 22-year period plus the liquidated
value of MOA's plant and equipment was $622,485,000.00. The Sanderson
& Porter report (Exhibit P} shows that the aggregate cost of extracting
and refining the ores was $19,700,000.00 per vear. Of that amount, MOA s
operating costs were $11,857,000.00 per vear until 1965 and $12,055,000.00
thereafter, aggregating $264,418,000.00 for the entire 22-year period. Thus
MOA's gross income after operating costs aggregated $358,067,000.00,

It arther appears that interest on loans to finance MOA's operations
would aggregate $9,816,000.00, and that the aggregate amount of Cuban
taxes would be $104,012,000.00 for the 22-year period. Accordingly, the net
amount MOA would have derived for the entire period would be $244,239,-
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000.00. MOA's computations (Exhibit R) also provide for discounting the
resulting aggregate net income and the liquidated value of its plant and
equipment to arrive at the net worth of its Cuban operations on the cdate
of loss. On this basis, MOA's losses were computed to be $8%8,349,000.00.

Upon consideration of the entire record, the Commission finds that MOA's
valuations are fair and reasonable. The Conunission therefore finds that the
aggregate value of MOA as an operating company on August 19, 1960, the
date of loss, was $88,349,000.00.

Loss of Eamings from Reinvestment of Excess Cash:

MOA asserts the loss of $9,656,000.00 for earnings it wouhed have accumu-
lated as a result of investing excess cash derived after payment of all
charges and obligations appurtenant to its Cuban operations. In making
this computation, MOA estimatecd the amounts that would become available
at the end of each of the 22 years, after payiment of all expenses and repay-
ment of the principal amounts of anticipated loans. The results thus ob-
tained were then considered by MOA to be capable of earning 3% per year
compoundecd, ancd that atnount was discountecd at a 12% rate to arrive at
the amount claimed.

As stated with respect to CUBAN AMERICAN's claim for a similar loss,
this item of claim appears to be entirely speculative. The Commission finds
no valid basis for estimating over a 22-year period how much, if any, capital
would become available for reinvestinent. Moreover, there is no sound basis
for supposing that such capital would be reinvested and would earn the
amount estimated by MOA,

Upon consideration of this portion of MOA's claim, the Commission finds
that it is speculative and is not supported by the evidence of record. Ac-
cordingly, this portion of the claim is deniecl.

The Commission has decided that in certifications of loss on claims deter-
mined pursuant to Title V of the International Claims Settlement Act of
1949, as amended, interest should be inclucded at the rate of 6% per annum
from the date of loss to the date of settlement (see Claim of Lisle Corpora-
tion, Claim No. CU-0644), and in the instant case it is so ordered.

CERTIFICATION OF LOSS

The Commission certifies that MOA BAY MINING COMPANY suffered
a loss, as a result of actions of the Govermunent of Cuba, within the scope
of Title V of the International Claiims Settlement Act of 19849 as amended,
in the amount of Eighty-eight Million Three Hundred Forty-Nine Thousanc
Dollars {$88,349,000.00} with interest at 6% per annum from August 19,
1960 to the date of settlement.

Dated at Washington, D.C., Feb. 3, 1971.

IN THE MATTER OF THE CLAIM OF NICARO NICKEL COMPANY
Claim No. CU-2624—Decision No. CU-6247

Where the evidetnce is clear and convincing, the probable and possible ores

in a mine, as well as the proven oves, may justify Certifications of Loss
provided appropriate annual discount rates are applied to each category

of ore.
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FINAL DECISION

Under cdate of June 30, 1971, the Commission issued its Proposed Decision
certifying a loss in favor of claimant in the aunount of $22,494,708.62 plus
interest. The Certification of Loss covered certain mining concessions in
Cuba in the amount of $22,207,708.62, and other appurtenant property in
the amount of $197,000.00. In determining the value of claimant’s mining
concessions, the Commission allowed only the established amount of proven
ore, and portions of the claim for probable ore and possible ore were denied.
The value of the proven ore was determined by the application of a 12%
annual discount rate to the yearly valuations of the ore for the period 1961
to 1979 to arrive at the aggregate value of the proven ore on QOctober 24,
1960, the date of loss.

Claimant objected to the denial of the claim for probable ore and possible
ore, and to the use of a 12% annual discount rate. In support of the objec-
tions, claimant submitted a report of August 1971 from Behre Dolbear &
Company, Inc., a firm of mining, geological and metallurgical consultants,
which contains the conclusion that an 8% annual discount rate should be
applied to determine the values of the proven ore, probable ore and possible
ore. An oral hearing was requested which was held on September 16, 1971,

At the oral hearing, Richard V. Colligan, Vice President of claimant,
testitied as an expert geologist with many years of experience in Cuban
mining operations. Counsel offered in evidence an affidavit of September 16,
1971 from Williain E. Thurston, geologist, concerning the value of claim-
ant's ore in Cuba, and presented oral arguiment on behalf of claimant. Mr.
Colligan testitied that actual experience in exploiting claimant's mining
concessions in Cuba showed that earlier estimates of proven ore were sub-
stantially less than actually found; that it developed that much of what
was considered probable ore was found to be proven; and that mmuch of
what was considered possible ore was found to be probable.

Upoen consideration of the evidence presented at the oral hearing in light
of the entire record, the Commission now finds that claimant's proven ore,
probable ore and possible ore, as shown by the evidence, should be allowed,
and that the values thereof on the date of loss should be determined by the
application of annual discount rates of 8%, 12% and 15%, respectively,
Accordingly, the Commission finds that the aggregate values of ¢lailmant's
ores in Cuba on October 24, 1960 were as follows:

Year Gross Value Discount Factor  Net Value
FProvern Ore
1961 $2,217,900.00 25926 $2,146,204.00
1962 2,385,500.00 BI7339 2,043,182.00
1963 2,358,200.00 TO3832 1,872,015.00
1964 2,358,200.00 735030 1,733,348.00
1965 2,358,200.00 680583 1,604,951.00
1966 2,394,600.00 630170 1,509,005.00
1967 2,576,600.00 83490 1,503,420.00
1968 4,162,200.00 540269 2,248,708.00
1969 4,162,200.00 500249 2,062,136.00
1970 4,162,200.00 463193 1,927 902,00
1971 4,162,200.00 A28885 1,785,097.00

1972 4,162,200.00 397114 1,652,868.00
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Year Gross Value Dhiscount Factor Net Value
1973 4,162,200.00 367698 1,530,433.00
1974 4,162,200.00 /340461 1,417,067 .00
1975 4,162,200.00 315242 1,312,100.00
1976 4,162,200.00 201890 1,214,905.00
1977 4,162,200.00 270269 1,124,914.00
1978 4,162,200.00 250240 1,041,586.00
1979 2,180,200.00 231712 505,179.00
Totals $64,713,600.00 $30,257,020.00
Probable Ore
1979 $2,07 1,000 .00 116107 $240,457.60
1980 4,039,100.00 103667 418,721,538
1981 4,039,100.00 092560 373,859.10
1982 4,039,100.00 082643 333,803.34
1983 4,039,100.00 073788 208,057.11
1984 4,039,100.00 065882 266,103.99
Totals $23,816,500.00 $1,930,982.52
Possible Cre

1985 $4,055,100.00 030378 $123,185.83
1986 4,055,100.00 026415 107,115.47
1987 4,055, 100.00 022070 93,145.65
1988 4,055, 100.00 019974 80,996,57
1989 4,055,100.00 017369 70,443.03
1990 4,055,100.00 015103 61,244.18
1991 4,055,100.00 013133 53,255.63
1992 3,475,800.00 011420 39,603.64
Totals $31,816,500.00 $629,080.00

Therefore, the aggregate value of claimant's ore was $32,817,082.52, and
the total losses sustained by claimant amounted to $33,014,082.52,
Accordingly, the Certification of Loss in the Proposed Decision of June
30, 1971 is set aside and the following Certification of Loss will be entered,
and in all other respects the Proposed Decision as amended herein is
affirmed.
CERTIFICATION OF LOSS

The Commission certifies that NICARO NICKEL COMFPANY suffered a
heoss, as a result of 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 Thirty-Tlwee Million Fourteen Thousand Eighty-Two Dollars
ancl Fifty-Two Cents ($33,014,082.52) with interest at 6% per auunun from
October 24, 1960 to the date of settlement.

Dated at Washington, D.C., September 28, 197 1.

PROPOSED DECISION

This claim against the Government of Cuba, filed under Title V of the
International Claims Settlement Act of 1949, as amended, in the ainount of
$42,600,000.00, was presented by NICARO NICKEL COMPANY hased upon
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the asserted loss of certain mining concessions and other assets in Cuba.

Under Title V of the International Claims Settlsment Act of 1948 [78
Stat. 1110 (1964), 22 U.S.C. §§ 1843-1643k (1964), as amended, 70 Stat.
988 (1965)), the Commission is given jurisdiction cver claims of nationals
of the United States against the Government of Cuba, Section 503(a) of the
Act provides that the Commission shall receive and determine in accordance
with applicable substantive law, including international law, the amount
and validity of ¢laims by nationals of the United Stetes against the Govern-
ment of Cuba arising since January 1, 1969 for

losses resulting from the nationalization, expropriation, intervention or
other taking of, or special measures directed agsinst, property including
any rights or interests therein owned wholly or partially, directly or
indirectly at the time by nationals of the United States.

Section 502(3) of the Act provides:

The term ‘property’ means any property, right, or interest including
any leasehold interest, and debts owed by the Government of Cuba or
by enterprises which have been nationalized, expropriated, intervened,
or taken by the Government of Cuba and debts which are a charge on
property which has been nationalized, expropriated, intervened, or taken
by the Government of Cuba.

Section 502(1) (B) of the Act defines the term “national of the United
States” as a corporation or other legal entity whick is organized under the
laws of the United States, or of anv State, the District of Columbia, or the
Commonwealth of Puerto Rico, il natural persons who are citizens of the
United States own, directly or indirectly, 50 per centum or more of the
outstanding capital stock or other beneficial interest of such corporation or
entity.

The record shows that claimant was organized under the laws of Dela-
ware and that at all pertinent times another Delaware corporation, the
Freeport Sulphur Company, now known as Freeport Minerals Company,
owned all of claimant's outstanding capital stock. Claimant’s Secretary has
eertified under date of April 24, 1967 that for the period November 16, 1959
to February 15, 1967 over 98.5% of Freeport's outstanding capital stock
was owned by residents of the United States and its possessions. The Com-
mission holds that claimant is a national of the United States within the
meaning of Section 502(1) (B) of the Act. (See Claim of Freeport Sulphur
Company, Claim No. CU-2625.)

Claimant has submitted the affidavit of April 24, 1967 from Richard V.
Colligan, its Viee President, in which some pertinent background informa-
tion is included, As a result of a two-year research program, claimant devel-
oped an improved process for the commercial explsitation of nickeliferous
ores in Cuba. The United States Government became interested in claimant’s
activities. Pursuant to agreements in 1942, the Urited States Government
invested in preferred stock issued by claimant, which was redeemed in full
in 1954 leaving Freeport as the sole owner of all of claimant’s outstanding
capital stock. The United States Government had acquired certain nickel
deposits in Moa Bay, Cuba through ownership of Cuban Nickel Company,
S.A., a Cuban corporation, which deposits are not the subject of this claim.
(Bee Claims of United States of America, Claim Nos. CU-2522 and CU-
2618, 1967 FCSC Ann. Rep. 60.)
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MINING CONCESSIONS

The evidence estabheishes and the Commission finds that pursuant to deeds
executed in 1940 and other instrmuments dated 1954 and 193538, claimant ac-
quired mining concessions in Oriente Province, Cuba (Appendices E, F, G,
H, I, J and K). Under an agreement of July 2, 1948, which incorporates an
earlier one of March 12, 1942, between the United States Government and
claimant {Appendix A), the United States Government acquired the right
to take ore from claimant's ore properties for a period of twenty years
cominencing on March 11, 1948 in exchange for a certain expressed con-
sideration. The United States Government purchased ore from claimant
from 1952 to 1960,

On October 24, 1960, the Cuban Government published in its Official Ga-
zette Resolution No. 3 pursuant to Law 851, which listed as nationalized
NICARO NICKEL COMPANY (Appendix B). The Commission therefore
fincds that clailmant's mining concessions were nationalized by the Govern-
ment of Cuba on October 24, 1960.

The Act provides in Section 303(a) that in making determinations with
respect to the validity and amount of claims and value of properties, rights,
or interests taken, the Commission shall take into account the basis of valu-
ation most appropriate to the property and equitable to the claimant, in-
cluding but not limited to fair market value, book value, going concern
value, or cost of replacement.

The question, in all cases, will be to determine the basis of valuation
which, under the particular circumstances, is "most appropriate to the prop-
erty and equitable to the claimant”. This phraseology does not differ from
the international legal standard that would normally prevail in the evalua-
tion of nationalized property. It is designed to strengthen that standard by
giving specific hases of valuation that the Commission shall consider.

Claimant asserts that the minimumn value of its mining concessions on
the date of loss was 42,082,362.00 (Appendix D). In its initial submission,
claimant relied upon the affidavit of April 24, 1967 from its Vice President,
Richard V. Colligan, a professional geologist who had participated in drill-
ing programs and evaluation studies of claimant's mining concessions. Pur-
suant to his calculations, claimant's reserves included the following as of
June 1960:

Type of Reserve Short Dry Tons % Nickel
Proven 33,336,500 1.402
Probable 11,500,000 1.465
Possible 16,500,000 1.366

Mr. Colligan states that the Nicaro plant in Cuba had an annual capacity
of 2,100,000 tons of ore; anl that the United States Governinent's ore re-
serves in Cuba were sufficient to supply only 800,000 tons per year. There-
fore, affiant computed this portion of the ¢laim based upen annual sales of
1,300,000 tons of ore to the United States Government from 1961 to 1968
pursuant to the said agreements (Appendix A), and annual sales of 2,100,-
000 tons thereafter until 1992 when claimant's reserves of all types as-
sertedly would be exhausted (Appendix D).

In response to Commission suggestions, claimant made a further submis-
sion under date of May 27, 1971. That submission includes another affidavit
from Mr. Colligan; a copy of a memorandum of June 21, 1260 to Mr. Colli-
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gan together with attached copies of schedules showing the amounts of
proven and probable reserves on the basis of a 1955 report; a copy of an
unsigned statement of October 31, 1955 showing the proven, probable antd
possible reserves; and copies of excerpts from two publications. Mr. Colli-
gan states that the October 31, 1955 report was prepared by Forbes Wilson,
now a Vice President of Freeport.

Concerning the distinctions between proven, probable and possible re-
serves, claimant submitted copy of an excerpt from "Examination and Eval-
uation of Mineral Property” by Baxter and Parks, pages 115-116 (4th ecl.
1957) as follows:

C: K. Leith,’ in preparing estimates of iron ore reserves, has defined
terms used to designate respective classes of ore as follows:

"Assured' ore is defined to cover principally the ore blocked out in
three dimensions by actual underground mining operations and drill
holes, where the geological factors which limit the orebody are definitely
known and where the chance of failure of the ore to reach these limits
is 80 remote as not to be a factor in the practical planning of mine
aperations.

"Prospective' ore covers lirther extensions near at hand, where the
conditions are such that ore will alinost certainly be found but where
the extent and limiting condlitions cannot be so precisely defined.

"Ore is classed as “possible’ where the relation of the land to adjacent
orebodies and to geological structures warrants the presumption that
ore will be found but where the lack of exploration and development
cdata precludes anything like certainty of its actual location or extent.”

The U.S. Bureau of Mines and the U.S. Geological Survey, in recent esti-
mates of mineral reserves, have agreed upon and defined * the following
terins to signify relative dependability of informationn:

"Measured ore' is ore for which tonnage is computed from dimensions
revealed in outcrops, trenches, workings, and drill holes and for which
the grade is computed from the results of detailed sampling. The sites
for inspection, sampling, and measurement are so closely spaced and
the geological character is 8o well defined that the size, shape, and min-
eral content are well established. The computed tonnage and grade are
judged to be accurate within limits which are stated, and no such limit
is judged to differ from the computed tonnage or grade by more than
20 per cent.

"Indicated ore’ is ore for which tonnage and grade are computed
partly from specific measurements, samples, or production data and
partly froin projection for a reasonable distance on geologic evidence.
The sites available for inspection, measurement, and sampling are too
widely or otherwise inappropriately spaced to outline the ore com-
pletely or to establish its grade throughout.

" “Inferred ore’ is ore for which quantitative estimates are based largely
on broad knowledge of the geologic character of the deposit and for

' Prospectus, The Cleveland-Cliffs lron Co., Dec. 10, 1935, Lehiman Bros.. Field. Glore & Co.,
Hayden. Stone & Co..p. 9.

* "Inwestigation of National Pezocurces,” Subcommittes Hearings, U.5. Senate Committes
on Public Lands, May 15-20, 1947; pp. 119-20.
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which there are few, if any, samples or measurements. The estimates
are based on an assumed continuity or repetition for which there is
geologic evidence; this evidence may include comparison with deposits
of similar type. Bodies that are completely concealed may be included
if there is specific geologic evidence of their presence. Estimates of in-
ferred ore shouhed include a statement of the speciahe limits within which
the inferred ore may lie.”

The record includes a copy of .a report of October 21, 1952 made to the
United States Government by a firm of Metallurgists and Chemical Engi-
neers concerning the amount and gracde of nickeliferous reserves in Nicaro
mines and the neighboring area of Moa Bay, Cuba, in which the United
States Government was interested. In discussing the proven, probable and
inferred or possible reserves, the report states: "The figures for probable
and inferred reserves are litile inore than educated guesses. Similarly the
gracle of the reserves is mostly unknown."”

The Commission has had occasion to consider other claims hased on min-
ing concessions in Moe Bay, Cuba. In those cases, the Commission allowecl
only the "measured” or "proven ore” reserves. (See Claims of Moa Bay
Mining Company and Cuban American Nickel Company, Claim Nos. CU-
2619 and CU-2573.)

Upon consideration of the entire record, the Cormnission finds no valid
reasoell forr allowing any amount o1l account of the asserted probable and
possible ore reserves. Accordingly, the portion of the claim based upon
probable and possible ore reserves is deniecl.

The Commission finds that on October 24, 1960, the date of loss, claimant’s
proven ore aggregated 33,300,000 tons. The value thereof must therefore
be determined.

The record shows that pursuant to express provisions in contracts to
which the United States Governinent was a party, thie United States Gov-
ernment was to bear the expenses of mining, refining and related opera-
tions, as well as capital expenses for the term of the contracts, ending on
March 10, 1969 (Appendix A). In addition, the contracts set forth the
amounts the United States Government was required to pay claimant for
the ore, which were the market prices of refined nickel F.QO.B Pittsburgl,
Fennsylvania, as determined by the United States Governiment.

Accordingly, claimant has computed its loss with respect to the proven
ore reserves on the basis of the contracts. As already noted, claimant's
computations cover 1,300,000 tons of ore for the vears 1961 through 1967,
when the United States Government's supply would have been exhausted,
and 2,100,000 tons per vear thereafter, representing the annual capacity of
claitnant's plant. Applving the market prices in effect during the years in
question, claimant's computations show the folheowing (Appendix Dj :

Tons of Per Ton
Year Proven Ore Value Amount
1961 1,300,000 $1.783 % 2,317,900.00
1962 1,300,000 1.835 2,385,500.00
1963 1,300,000 1,814 2,358,200.00
1964 1,300,000 1.814 2,358,200.00
1963 1,300,000 1.814 2,358,200.00

1966 1,300,000 1.842 2,394,600.00
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1967 1,300,000 1.982 2, 576, 6000
1968 2,100,000 1.982 4,162,200.00
1959 2,100,000 1.982 4,162,200.00
1970 2,100,000 1.982 4,162,200.00
1971 2,100,000 1.982 4,162,200.00
1972 2,100,000 1.982 4,162,200.00
1973 2,100,000 1.982 4,162,200.00
1974 2,100,000 1.982 4,162,200.00
1975 2,100,000 1.982 4,162,200.00
1976 2,100,000 1.982 4,162,200.00
1977 2,100,000 1.952 4,162,200.00
1978 2,100,000 1.982 4,162,200.00
1979 1,100,000 1.982 2,180,200,00
Total 33,300,000 $64,713,600.00

The Comimission noted that for the entire period of claimant's computa-
tions ending in 1979, no amounts were decucted for mining, refining ancl
related expenses, although the contracts with the United States Government
were to end early in 1968, Therefore, the Commission inquired concerning
the period following the termination of the contracts. Claimant's response
was in the form of an affidavit from its Vice President, Richard V.
ColligaN.

That affiant states that in view of the increased value of nickel, the likely
result was "that claimant would sell its ore for use in the Nicaro plant on
at least as favorable a basis as provided in the Ore Contract." On this basis,
claimant states that it is justified in computing the value of its ore with-
out deducting any amounts for mining, refining and related expenses.

It is noted that the contracts with the United States Government pro-
vicled that the price of the refined nickel was to be $0.025 per pound, plus
$.0008 for each $0.01 increase in market price, as determined by the
United States Government, over $.30 per pound celivered in Fittsburgh,
Pennsylvania, or minus that amount if there were a decrease in the market
price. Claimant has submitted evidence tending to show that the market
prices for refined nickel at Pittsburgh, Pennsylvania were approximately
as follows: $0.74 per pound from January 1, 1961 to June 30, 1961; $0.82
per pound from July 1, 1961 to May 23, 1962; $0.79 per pound from May
24, 1962 to October 31, 1966; and $0.87 per pound as of November 1, 1966,
It further appears that the market price of refined nickel rose after No-
vember 1, 1966. Claimant has computed its claim for the period 1968 to
1979 on the basis of the prices in effect as of November 1, 1966.

The said report of October 21, 1952 to the United States Government
also sets forth estilmated operating costs as of 1952 for the Nicaro plant.
Upon consideration thereof in the light of the entire record, the Cominis-
sion finds that the prices per pound of refined nickel, as computed by
claimant, are fair and reasonable. The sole remaining question insofar as
the value of claimant's proven ore reserve is concerned is the discount rate
applied by claimant to arrive at the value of its ore on the date of loss.

Claimant's Appendix D indicates that it has applied a 6% per annum
discount rate for proven ore, a 10% rate for probable ore and a 315% rate
for possible ore. The results of claimant's computations are not shown
separately for each type of ore but are lwnped together. In response to the
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Commission’s inquiries concerning the discount rate, an affidavit of May
27, 1971 was submitied from claimant’s Viee President. Therein he states
that he applied the said discount rates on the basis of the risks involved.
Therefore, the proven ore valuation was subjected to the lowest diseount
rate and the possible ore valuation was subjected to the highest rate.

The affidavit was supported by a copy of another excerpt from “Exami-
nation and Valuation of Mineral Property”, supra at 447-465. That publi-
cation discusses the valuations of mines in Michigan and states that the
“generally accepted figure for interest on capital in a nonspeculative in-
dustry is six per cent . . . The Tax Commission adopted the six per cent
rate for both the interest on the investment and the return of the capital.”
Referring to the supgested six per cent rate, the authors state: “This is
the procedure under ideal conditions; but in nearly every valuation one or
more factors have to be adjusted in view of such expected future conditions
as probably will differ from the past five-year record.”

There can be no doubt that conditions in the mining industry in Cuba
were not ideal, It is equally true that they cannot be compared with those
prevailing in the state of Michigan for the purpose of this decision. The
Commission therefore holds that claimant’s suggested discount rate of 6%
per annum is inappropriate. In the Claims of Moa Bay Mining Company,
et al, suprs, the CGommission held that the proper discount rate to apply
to mining concessions in Cuba in order to arrive at the value of future
amounts on the date of loss was 12% per annum.

Accordingly, the Commission finds that the wvaluation most appropriate
in this case and equitable to the claimant is the result obtained from apply-
ing a discount rate of 129% per annum to the yearly valuations of the ore
for the period 1961 to 1979, as shown in Appendix D and set forth above.
Upon applying that discount rate to the foregoing valuations, the Commis-
sion finds that claimant’s proven ore had the following agpregate valuation
on October 24, 1960, the date of loss:

Year Gross Value Net Value
1961 $2,317,900.00 $ 2,069,653.24
1962 2,385,500.00 1,801,706.29
1963 2,368,200.00 1,678,519.60
1964 2,358,200.00 1,498,678.65
1965 2,358,200.00 1,338,106.35
1966 2,394,600.00 1,213,178.59
1967 2,576,600.00 1,165,522.43
1968 4,162,200.00 1,681,041,82
1969 4,162,200.00 1,500,930.94
1970 4,162,200.00 1,340,118.02
1971 4,162,200.00 1,196,532.61
1972 4,162,200,00 1,068,332.69
1973 4,162,200.00 953,868.02
1974 4,162,200.00 851,669.36
1975 4,162,200.00 760,417.29
1976 4,162,200.00 678,946.39
1997 4,162,200.00 606,199.46
1978 4,162,200.00 541,252,459
1979 2,180,200.00 253,136.48

Totals $64,713,600.00 $22,297,708.62
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OTHER ASSETS

On the basis of the evidence of record, the Commission finds that claim-
ant owned property, discussed further below, which was appurtenant to its
mining operations in Cuba. The Commission further finds that all such
property was taken by the Government of Cuba on October 24, 1960 when
claimant's mining concessions were taken.

In the opinion of claimant's Vice President, the overall value of claim-
ant's mining concessions and other assets in Cuba were in excess of $42,-
©00,000.00, of which $42,082,362.00 represents the asserted value of the
mining concessions, and $518,000, generally represented the other assets.

Claimant asserts that the value of $518,000.00 included surface rights and
timber which claimant had purchased in 1940 and 1956 at a cost of $321,-
000.00; and furniture and fixtures, drilling and other equipment and vehicles
at the Nicaro plant and in Santiago and Havana, Cuba, as well as a resi-
dence, warehouse and office buildings at the Nicaro plant, valued at $197,000.
Cheaimant states that in addition to its investinent the values of all these
properties must be measured in terms of research and efforts to develop
the mining properties.

As indicated above, the record shows that claimant had developed an im-
proved process for the commercial exploitation of nickeliferous ores in
Cuba. In that program alone, claimant expended two years in research,
which undoubtedly required a substantial investinent of money. Claimant's
program was successful, and the new process inured to the benefit of the
United States Government. The Nicaro plant continued to function until
nationalization by Cuba on October 24, 1960,

On that date, claimant's organization in Cuba included appropriate real
and personal property in order to extract and process the ores. Claimant
states that it is unable to supply a complete inventory of each item because
many of its records were left in Cuba. However, claimant's books and
records disclose that its investments in tangible real and personal property
at the Nicaro plant aggregated $197,000.00.

On the basis of the evidence of record, the Commission finds that claimant
owned certain items of rreal and personal property at its Nicaro plant in
Cuba which had a value of $197,000.00 on October 24, 1960, the date of loss.

Claimant also asserts the loss of its investment in obtaining the con-
cessions and surface rights, including timber. While it appears from the
evidence of record [Appendix J) that claimant had acquired hardwood trees
in 1940, there is no evidence to establish that any such trees existed twenty
years later on the date of loss, or the value thereof if such trees did exist.
No amounts are being allowed for claimant's investiments in the rmining
concessions or surface rights vaheued by claimant at $321,000 because it is
considered that they are not established beyond being covered by the allow-
ance herein for the value of the ore and other investments.

Upon consideration of the entire record, the Commission finds that claim-
ant's valuation of its other physical assets in Cuba is fair and reasonable.
Accordingly, the Cominission finds that the aggregate value of clailmant's
physical plant at Nicaroe on October 24, 1960, the date of loss, was
$197,000.00 as aforesaid.

Claimant has stated that the extent of its investment in the properties
herein must not be measured in terms of acquisition costs, but "in terms
of the years of research and effort of an experienced and competent orga-
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nization to develop an extremely valuable mining property.” While the
Commission recognizes that claimant did engage in research with respect to
the mines in Cuba, the record contains insufficient svidenee and informa-
tion which could be used to determine the value thereof.

The Commission finds that claimant has failed to sustain the burden of
proof with respect to thizs portion of the claim. Accordingly, this portion
of the claim is denied.

Claimant's losses on October 24, 1960 are summarized as follows:

Item of Property Amount
Mining Concessions . $22,297,708.62
ORhar ASBets ......cummumuismsmsissimsmsssmssiomon.  107,00000

by [ A $22,494,708.62

The Commission has deecided that in certification of loss on claims de-
termined pursuant to Title V of the International Claims Settlement Act of
1940, as amended, interest should be included at the rate of 6% per annum
from the date of loss to the date of settlement (see Claim of Liale Corpora-
tion, Claim No., CU-0644), and in the instant case it is so ordered.

CerTIFicaTIiON oF Loss

The Commission certifies that NICARQO NICKEL COMPANY suffered a
loss, as a result of 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 Twenty-Two Million Four Hundred Ninety-Four Thousand
Seven Hundred Eight Dollars and Sixty-Two Cents ($22,494,708.62) with
interest at 6% per annum from October 24, 1960 to the date of settlement,
Dated at Washington, D.C., June 30, 1971.

IN THE MATTER OF THE CLAIM OF THE FIRST NATIONAL BANK
OF BOSTON

Claim No. CU-2268—Decizion No. CU-3071

Book value rejected as method of valuation where additional evidemce in-
dicates that it iz not equitable fo claimant.

Fair market value is proper method of evaluation where available evidence
is sufficient to make application thereof.

FinaL Decision *

This claim against the Government of Cuba, under Title V of the Inter-
national Claims Settlement Act of 1949, as amended, for $12,496,000.00, was
presented by THE FIRST NATIONAL BANK OF BOSTON based upon
asserted losses resulting from the nationalization of claimant's six branches
in Cuba and upon the nonpayment of certain debts.

By Proposed Decision dated September 11, 1968, the Commission found
that claimant qualified as a national of the United States, that jts six
branches in Cuba were nationalized by the Governmen: of Cuba on Septem-
ber 17, 1960, and that the most appropriate measures of the value of the six

* Book value had been applisd in the Commissian’s Proposed Dwecision. This Final Decision
was fesuecl after objections were filed and an oral hearing was held on Dec. 9, 1968,
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branches at the time of loss was their book value of $5,651.384.36, from
which was deducted the sum of $4,069,114.69 recovered by claimant subse-

quent to the nationalization, leaving a net loss for the six branches of
$1,582,269.67. The Commission further found that claimant had suffered an
additional loss of $1,666,845.57 within the meaning of Title V of the Act in
connection with certain letters of credit issued by the Cuban branches prior
to their nationalization; and certified that claimant had suffered a total
loss in the amount of $3,249,115.24. A portion of the claim based upon

debts owed to claimant by Cuban Telephone Company and Mid-Century
Service, Inc., was denied on the ground that Section S05(a) of the Act
precludes consideration of claims based upon debis owed by entities which

qualify as United States nationals unless the debis were charges on pro-

perty which was nationalized, expropriated, intervened, or taken by the
Governmment of Cuba.

Claimant filed objections to the Proposed Decision, objecting specifically
to the value placed upon itg six Cuban branches, and to the denial of the
portion of the claim based upon the debt owed by Cuban Telephone Company.
A briefl amicus curice was filed by counsel for International Telephone
and Telegraph Corporation (Claim No. CIJ-2615). At an oral hearing on
December 9, 1968, the testimony of witnesses was presented and argument
was made by counsel for claimant and aanicus curice. A subsequent brief
amicus curiae was filed by counsel for Colgate-Palmolive Company (Claim
No. CU-0730).

Vatiue of Cubar Branches at time of loss

In its objections, claimant urges that its six branches be valued at
$12,200,000.00 at the time of loss, as going concerns. Pointing out that
Section 503 (al of the Act requires the Commission to  take into account the
bhasis of valuation most appropriate to the property and equitable to the
claimant,” it argued strongly for the adoption of either the "direct earnings
method" of the ""rate of return/net worth method” that it had suggested
previously as routes to the going concern value of the six branches.

In the “direct earnings method,” yearly earnings are multiplied by a
multiple determined by various indices of performance (deposit growth,
net worth increase, and return on investment equity). Claimant multiplied
the 1939 earnings of its branches by 12.7 {(obtained from the perforimance
of 46 American banks), by 13.9 (from four American "growth" banks),
and by 9.9 (froin three Latin-American banks), and multiplied the average
earnings for the 5 yvears of 1955 through 1959 by 12.7 (from the 46 Ameri-
can banks) and 15.9 (from the four "growth" banks). It then took the
average of the five results, and arrived at $12,603,096.00 for the value of
the six Cuban branches.

In the "rate of return/net worth method,” 1959 book value was multiplied
by a multiple derived froin analysis of the rate of return on invested equity
in five groups of banks, and their market value of a percentage of net
worth. The Cuban branches earned a 20.6c¢'- return on equity in 1959, and a
24.5% return for the 5 years from 1955 through 1959, yielding, by com-
parison with other banks, multiples of 2.34 and 2.72, respectively, to be
applied to 1959 book value. The results of these two averaged $12,222,126.00.

The adimitted weaknesses of the suggested methods are the difficulty in
determining the proper multiple to be used, and the inability to make
a comparigon of claimant's Cuban branches with other Cuban banks due
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to the unavailability of data concerning such banks. In its Proposed Deci-
sion, the Clormmission resorted to book value, after stating that it was not
convinced that the claimant's basis for evaluation, resting on a comparison
of the six branches with a number of banks operating in the United States
and three other non-Cuban banks, was valid.

In the course of the oral hearing, an expert witness, favoring the capitali-
zation of earnings as a method of valuation, testified that in his opinion a
lower multiple should be applied to earnings of the Cuban branches in
order to determine their going concern value, than to the earnings of the
claimant enterprise as a whole, in view of the inherent risk in conducting
a business of this nature in a foreign country, subject to close govern-
mental regulation, currency control, and possible fluctuation in the value
of the foreign currency. Even offsetting this by the fact that claimant's
Cuban branches yielded a greater return on investinent than did claimant
bank as a whole, he suggested a multiple of 10 times earnings. This, if
applied to the branches' 1959 earnings, would vield a going concern value
of $9,948,550.00, or $9,336,810.00 if applied to the average annual earnings
for the S-year period from 1955 through 1959. However, the witness ad-
mitted that his reduction of the multiple to 10 represented a crude and
arbitrary adjustinent, and was entirely a mmatter of judgment.

As an alternative method of calculating the value of its Cuban branches,
claimant suggested in its brief that the fair market value of the branches-be
determined from the fair market value of the whole enterprise on the share
of stock in the corporation for the year of 1959 by the total number of
shares outstanding on December 31, 1959, claimant arrived at a market
value for the whole enterprise of $249,200,000.00. The 1959 net incomne of the
siX branches was $994,855.00 after Cuban taxes, representing 4.627 of the
net income of claimant bank as a whole. Applying this percentage to $249,-
200,000.00 yielded a value of $11,513,049.00 for the branches. Recognizing
that this calculation failed to reflect the effect of 1959 United States income
taxes on the net income of the branches, claimant submitted a recalculation
in an addendum to its brief, showing a net income of $676,740.00 for the
Cuban branches after Cuban and United States taxes. This represented
3.215, of the similarly adjusted net income of the whole enterprise, indicat-
ing a fair mmarket value for the six branches of $7,999,320.00.

The Commission has recognized, and indeed Section 503 (a) of the Act
makes abundantly clear, that book value is not always the most appropriate
basis for valuation of nationalized property. Determinations of the Commis-
sion 1must be macde on the basis of evidence available to it, however, and at
times the available evidence permits onfy the use of book value, In the
instant case, the nature of the business conducted is such that earnings
potential reflected in the market price of the stock is of greater significance
than asset value in the determination of true value of the enterprise at
any given time. The Comimission is persuaded that at the time of loss the
claimant’'s six Cuban branches had a value exceeding their book value;
and the quantity and quality of evidence submitted places the Commission
in a position to determine that the "basis of valuation most appropriate
to the property and equitable to the claimant” is that of allotting to the
branches the portion of the fair market value of the whole enterprise
which the net income of the branches bore to the net income of the whole.
Accordingly, the Commission finds that the value of the six branches on
September 17, 1960, was, $7,999,320.00 and that, after deduction of the re-
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covered $4,069,114.69, claimant suffered a loss in the amount of $3,930,205.31
as a result of the nationalization of the six branches by the Govermimnent
of Cuba.

In addition, the finding of loss of $ 1,666,845.57 for payments in connection
with letbers of credit is affirmed.

DEBT OF CUBAN TELEPHONE COMPANY a/k/a CUTELCO

The pertinent history of this matter is that Cutelco was organized in the
Unitec States but all or nearly all of its assets were located in Cuba. By
Cuban Government Resolution No. 1 published August &, 1960, pursuant
to Law No. 851, its assets were nationalized. At that tiine it owed claiimant
bank $290,000. This amount was asserted to be compensable in this case
but was disallowed by our Proposed Decision because, under Section S05(a)
of the Act, it was held to be an unsecured debt of a United States national.
The Commission previously determined the nationality issue based on infor-
mation furnished the State Department in 1960 by the International Tele-
phone and Telegraph Corporation. The United States interest was then
found to he 60.75%, whereas anything over 50% would place Cutelso in the
category of claimants covered by Section 505(a).

It is now asserted by a new affidavit that in fact Cutelco had slightly
less than 50% American ownership on the date of the taking. We, however,
find and hold that this evidence does not overcome that previously adduced
and already ruled upon by our Commission. Also, Amicus Curige urge that
Cutelco Was dormant or defunct after its properties were taken, but we
fail to see how that could alter the statutory boundaries.

Also, the claimant urges that the Cuban Nationalization Decree should
be interpreted as an assumption by the Cuban Government of the debts of
Cuteheco, including its debts to the claimant. It is not necessary for the
Commission to determine whether the claimant's interpretation of the Cuban
Decree is correct, for even if the Cuban Government specifically assumecl
the liability of Cutelco to the claimant, this would not support a certifi-
cation in its favor.

The statutory function of the Commission is to determine the rights of
persons whose property has been nationalized or otherwise taken. When
the Cuban Government nationalized the property of Cutelco it did not
thereby nationalize any property of the First National Bank of Boston.
Therefore, the bank cannot prevail on this issue.

That does not mean, however, that the Bank is without a remedy. Cutelco,
as a United States national, has a claim filed on its behalf with the Com-
mission by one of its stockholders (viz. CU-35682) for the nationalization
of its assets. The bank can in fact protect itself by obtaining a judgment
against' Cuteleo and levying on any assets it may then have, including any
recovery on its claim against the Cuban Government. A Federal court
recently reached a similar conclusion as to injurance contracts in the case
of Blanco v. Pan-American Life Insurance Company, et al, 221 F. Supp.
219.

Finally, we find no merit to the claimant's contention that the legislative
history of the Act exempts banks from the operation of Section S05(a).
This was considered previously by the Commission and rejected in the Pro-
posed Decision wherein the Commission found that the language of the
section itself is quite clear and contains no exXception in favor of banks.
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For the reasons set forth above, the denial of the portion of the claim
based upon a debt owed to claimant by Cuban Telephone Company is
affirmed.

Debt of Mid-Century Serviee, Ine.

In its Proposed Decision, the Commission denied a portion of the elaim
based upon a debt owed to claimant by Mid-Centary Service, Inc., on the
game grounds as applied to the indebtedness of Cuban Telephone Company.
Although no objection was made to this portion of the Proposed Decision,
upon reexamination of the record the Commissior is moved to reconsider
its holding in this respect.

It appears from the record that Mid-Century Service, Inc., was organized
in 1950 under the laws of the State of New York, to operate principally
as buying agent for Grabiel Sisto y Cia, S.A., a Cuban corporation which
operated a large department store in Hawana, and which was nationalized
by the Government of Cuba on October 13, 1960 pirsuant to Law Ne, 8080,
The Commission finds that claimant extended a loar to Mid-Century Service,
Inc., in the amount of $30,000.00 on September 11, 1959, that it was in-
ereased to $40,000.00 on September 18, 1950, that subsequent payments
reduced the balance due to $6,000.00 after which Mid-Century Service, Ine.
became insolvent, its only asset being an account receivable from Grabiel
Sisto y Cia, S.A. The Commission further finds that by an instrument
dated September 16, 1959, Grabiel Sisto y Cia, S.A. had guaranteed to
claimant the fulfillment of all obligations of Mid-Century Service, Inc., to
a maximum of $50,000.00, waiving presentation, protest, and all demands
and notices, and assenting to “the addition or releate of any other person
primarily or secondarily liable.”

In view of this guaranty, the Commission finds that the unpaid balance
of $6,000.00, as the debt of a nationalized enterprise (Grabiel Sisto y Cia,
S.A.), constituted “property” as defined in Section 502{2) of the Aet, and
that its loss as a result of the nationalization of Grabiel Sisto y Cia, S.A.
on October 13, 1960 gives rize to a compensable cleim under the Act

Conelugion

The Commission concludes that claimant suffered a total loss within the
meaning of Title V of the Act in the amount of $5,603,050.88.

CERTIFICATION OF Loss *

The Commission certifies that THE FIRST NATIONAL BANK OF
BOSTON suffered a loss, as a result of 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 Five Million Six Hundred Three Thou-
sand Fifty Dollars and Eighty-eight Cents ($5,603,050.88), with interest
thereon at 6% per annum on $5597,050.88 from September 17, 1980, to
the date of settlement, and on $6,000.00 from October 13, 1960, to the date
of settlement.

Dated at Washington, D.C., Feb. 26, 1969,

* By an Amended Vinal Decision of August 19, 1970, the Commnisslon increased the Certifica-
tion of Loss to §3,%04,940.88 on the basis that s portion «f this clalm for debts due from the
Cuban Telephone Company were aliowable under the Act, following the holding in the Claim
of Imternational Telephone amd Telepraph Corporation, Claim No. CU-2615, reparted hersin,
which decision wes entered as the Commission’s Yinal Decision on July 27, 1970.
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FPROPOSED DECISION

This claim against the Government of Cuba, under Title V of the Inter-
national Claims Settlement Act of 1949, as amended, for §12,496,000.00 was
presented by THE FIRST NATIONAL BANK OF BOSTON based upon
asserted losses resulting from the nationalization of claimant's sixX branches
in Cuba and upon the non-payment of certain debts.

Under Title V of the International Claims Settlement Act of 1949 [78.
Stat. 1110 [1964), 22 U1.5.C. §§ 1643—1643k (1964], as amended, 79 Stat. 938
{1965)), the Commission is given jurisdiction over claims of nationals of
the United States against the Government of Cuba. Section 503 (a) of the
Act provides that the Commission shall receive and determine in accordance
with applicable substantive law, including international law, the amount and
validity of claims by nationals of the IInited States against the Govern-
ment of Cuba arising since January 1, 1959 for

losses resulting from the nationalization, expropriation, intervention or
taking of, or special measures directed against, property including any
rights or interests therein owned wholly or partially, directly or in-
directly at the time by nationals of the United States.

Section 502(3] of the Act provides:
The term property Mmeans any property, right, or interest including any
leasehold interest, and debis owed by the Government of Cuba or by
enterprises whicly have been nationalized, expropriated, intervened, or
taken by the Government of Cuba and debts which are a charge on
property which has bbeen nationalized, expropriated, intervened, or
taken by the Government of Cuba.

Section 502(1) (B) of the Act detines the term "national of the Unitecd
States" as a corporation or other legal entity which is organized under the
laws of the United States, or of any State, the District of Columbia, or the
Commonwealth of Puerto Rico, if natural persons who are citizens of the
United States own, directly or indirectly, 50 per centum or more of the out-
standing capital stock or other beneficial interest of such corporation or
entity.

An officer of the Bank has certified that claimant is a national banking
association organized under the laws of the United States and that at all
times between 1903 and April 27, 1967, more than 50 per centum of the out-
standing capital stock of the claimant has been owned by United States
nationals. An officer of claimant Bank states further than on December 1,
1967, 5,959,830 shares of stock were held by 21,098 shareholders who were
residents of the United States and presumed to be nationals of the United
States and 40,170 shares were held by 91 non-residents presumed to he
nationals of other countries. The Commission holds that claimant is a na-
tional of the United States within the meaning of Section 502(1) (B) of
the Act.

The record reflects that claimant Bank maintained six branches in Cuba,
including three located in Havana, and one each in Sancti-Spiritus, Santiago
de Cuba and Cienfuegos.

On September 17, 1960, the Government of Cuba published in its Official
Gazette Resolution No. 2 (pursuant to Law 851 of July 6, 1960). Resolu-
tion No. 2 listedl as nationalized the branches and agencies in Cuba of THE
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FIRST NATIONAL BANK OF BOSTON, substituting the Government of
Cuba in place of the Bank with respect to both the assets and heiabiheities
thereof. Accordingly, the Commission finds that the property in Cuba of
THE FIRST NATIONAL BANK OF BOSTON was nationalized on Sep-
tember 17, 1960 by the Government of Cuba, which also assumed the liabili-
ties of the branches in Cuba of said Bank.
Claimant has asserted its loss in the amount of $12,496,000.00 as follows:
$12,200,000 incurred by reason of taking of the branches
$296,000 losses incurred by the Boston Office activities unrelated to

the branches
Claimmant has stated its initial book loss as $6,703,300.26, composed of

three parts:

Net worth of 6 branches:

Capital and Freserves. ......oooeeen, $3,745,000.00
Unremitted earnings:
1959 1,196,690.32
1960 700,705.38
Reserve for loan losses................. [ 8,088.66

$5,651,384.36

Letter of credit payments by Boston
1,697 .386.40

office ... e aa e e ercaaeraaraeaeaaaes [T
Havana branch credit.. $768,631.97
Other receipts ..o 172,838.53
941,470.50
700,915,290
290,000.00

Loan to Cuban Telephone Co - ----------------------
Balance of Loan to Mid-Century, Inc ........c.cccoinvniinnvivnnn . 6,000.00

Total £,703,300.26

In 1961, it is stated, the Bank received duplicate United States Treasury

bonds with a face amount of $3,000,000 to replace bonds seized by the Cuban

Government. The bonds were entered on the Bank's books at $2,966,250, the

market value on date of reissuance. Net recoveries from 1961 through 1966

from various unspecified sources amounted to $191,705.77. Thus the net book
loss was reduced to $3,545,344.49:

R AR = I o Te e Fl U T= L T $6,703,300.26
Bonds . «ooveovois TN [ $2,9606,250.00
Recoveries. ..o 191,705.77

3,157,955.77

Total 3,015,344.49

The Act provides in Section 503(a) that in making determinations with
respect to the validity and amount of claims and vaheue of properties, rights,
or interests taken, the Commission shall take into account the basis of valu-
ation most appropriate to the property and equitable to the claimant, in-
cluding but not limited to fair market value, book value, going concern
value or cost of replacement.

The gquestion, in all cases, will be to determine the basis of valuation
which, under the particular circumstances, is "most appropriate to the
property and equitable to the claimant." The Commission has concluded
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that this phraseclogy cdoes not differ from the international legal standard
that would nornally prevail in the evaluation of nationalized property ancd
that it is designed to strengthen that standard by giving specific bases of
valuation that the Coimmmission shall consider: i.e., fair market value, book

value, going concern value, or cost of replacement.
In amplification of the initial asserted loss of the branches, claimant has

submitted a Statement of Condition of the branches as of September 16,
1960, as follows:

ASSETS

Cash and due from banks.. ..o $29,488,518.44
U.S. Government obligations.............. e e 3,001,885.22
Other SECUTIES .- v ovvrvrve e rneser v se e rres e aeeneaees 16,626,679.00
Loans and disCounts ..o 21,291,950.21
Customers' liahility for acceptances «--.-covvvene Seeresraesaniaie 11,338.85
Furniture and fiXtures. oo 654,140.70

Other assets including accounts receivable, interest re-
ceivable, and prepaid eXpPenses.. ... 437,315.91
TOtAl ASSELE oo ot 71,911,824.33

LIABILITIES

Capital . ecveeorerceenenne 1,000,000.00
Reserve for contingencies... 2,745,000.00
ReServe fO1 IOALIS . . oo §,988.66

Unremitted earnings—1959.... oeenes 1,1960,690.32
e TO0, 705,28

Unremitted earnings— 160 v v

TOAL e+t vttt ettt e e e e e e ettt eb e e 5,651,384.36
Demand deposits................. e - $44,281,678.24
Time deposits o eereaenaea12,903,523.07
Deposits of banks....... veerreenae 527,938.74
Other deposits....... e veereseniae 8,038,706.35
Acceptances executed ..o Cereerraeaeiaaoas 11,338.85
Other liabilities. ... S, oo 437,253.82

63,860,439 .97

TOtAL o e 71,511,824.33

In support of the above, claimant submitted certified statements of condi-
tion of the six branches, with a consolidatecd statement reflecting certain
acdjusting entries, as shown below:

RESOURCES
Bills discounted............occoiviiniiiiinnns $1,698,213.04
Time loans ..., 4,265,586.44
Time loans secured...coocoieionin 5,035,379.10

Time loans matured secured................. 2,974,947 .20
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Demand and short-term loans ... 6,855,261.48
Overdrafts in current accounts ... 5,284.83
Advances against merchandise .. 6,000.00
Foreign bills purchased ... 172,224.00
Past due obligations ... 1,160.48
Customers’ liability acceptance a/e
matured .. 277,893.69
Total loans and investments
Bonds and securities owned (after debit
adjustment of $15375.00) ... 16,463,375.00
5.5, Government bonds owned (after
credit adjustment of $3,730.78) ... 3,001,885.22
Stock Banco Nacional de Cuba ... . 163,300.00
Due from head office .ooiniiininiiraeans 606,838.71
Due from foreign banks ......cccvcininee 270,728.99
Banco Nacional de Cuba speclal ac(:ount 50,000.00
Cash tellers ..o s 710,456.24
Cash reserve in vault ... 2,288,670.00
Cash reserve in Banco Nacional de Coba  23,406,269.51
Cash items local 11,588.68
Cash items in transit (after debit ad-
ment of $461,780.47T)Y i 504,722.35
Clearing ILemMS .oooovviericnreeenrecvarssrasreoeas 1,572,186.89
Returned checks pending ligquidation...... 57,283.03
Revenue and postage stamps -.eeoeeee. 9,782.32
- Bight and short-time bills purchased .... 11.97
Postal money orders ..........ccooveiicnnne 129.35
Accounts receivable ... 25,784.47

Collection department revenue stamps 3,366.20

Furniture and fixtures (after credit ad-

justment of $5,269.72Y ... 135,685.83
Repairs and alterations (after eredit
adjustment of $7,990.29) .. 518,454.87
Interest receivable _...oiiiiiiiiecnn 393,948.80
_Commissions receivable ... 751.96
Foreign exchange income yeceivable ... 2,289,538
Service charges receivable .....coeieiiiee 165.00
Prepaid tnsurance and expenses 10,941.36
Miscellaneous ..o e 78.59
Total other assefs ...
Customers’ liability a/c acceptances ...
TOLAL oot ettt st e e eneees

$21,291,950.21

26,405,296.15

2,355,664.59

29,140.67

654,140.70

408,175.24
11,338.85

71,511,824.33
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LIABILITIES
CUMTENTE ACCOUIIES « v ee v eeieie et eeanieeerians $40,066,277.11
Current accounts inactive...............o 643,580.02
Special deposit acCoUunts.....oovoveiveiviisnvenn... B77,318.38
1.3, Savings deposits. ..., 38,852.74

Certified checks v cse s neoee-.. 2, 158, 43260

$41,429,028.25

Managers checKs .......coooovin 2,700,849 .09
Managers checks—Exchange depart-
ment 2,659.17
Branch checks..vovoviva [P ORY crrreenee. 208,10
Inter-bank transfers 180,288.95
Legal deposits {embargoes, etc.) ......oooone . ....68,066.18
Drafts and payments advised unpaid.................... 931.31
SUSPEINSE ACCOUMES . vvveitiat et 212,795.32
Collection suspense account.. rereeaeeaeee e ee 9,504.20
Beo, Nac. de C‘ul)a—bul‘(‘harge Law
566 2700
Coll. effected pending cover of exchange 2,534,630.47
Government taxes. ..o [T AT 026.82
Anticipated payments letters of cr Edlt-w- ------ 2,906,217.42
Time deposits matured 392,914.72
Bavings bonds matured..............o 10,500.00
Time deposits matured and frozen ..o 1928500
11,274,987.37
Due to foreign banks—their accounts .............. ...1,850.86
Due to local banks—their accounts.................. 526,082.88
02793874
Savings deposits 2,287 442,24
Savings deposits—Staff........coovvviiiiinn 0 85,935.04
Savings deposits—Inactive.............. s 91,757.27
2.462.134.55
Bavings bonds.............. N cvrerrereeoon 113,500.00
Time deposits....... e S, -.0,602,189.70
9,715,689.70
Due to foreign banks our Afcs. O.D . 9,974.34
Other liabilities (after adjustments of recorcl)- oo 426, 34817
Acceptances by bank. .o 11,338,835
Total.......vooees reerre s reerre s reerre s -.065,860,439.17
Reserve for loams oo e e e 5,988.66
Due to head office reserve contingencies 2,745,000,00
Due to head office capital account .............. - 1,000,000,00
Unremitted earnings—1959 ... 1,085,880.29
Unremitted earnings—1960 ... 491,305.52
o,651,384.36
TOTAL 1ttt et et a e a e aa et ce s s se s asa e a e aeann 71,211,824 33
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Claimant submits that its claim is not based on book loss but on the loss
of the branches as valuable going concerns and as integral parts of the
Bank, while recognizing the difficulty of making a precise measurement of
such value, but contending nevertheless that there can be no doubt the
branches had a value far in excess of the book figures.

In support of its contention claimant asserts several methods are available
to determing going concern valuation for a particular banking operation:
The direct earning method, reaching a valuation figure by multiplying the
yearly earnings of the bank by a multiple determined by various indices of
bank performance; and the rate of return/net worth method, analyzing the
relation between the bank’s rate of return on its invested capital and the
price of its stock in relation to its net worth,

It is said that both of these methods require a comparison between the
bank being evaluated and a representative sampling of other banks and that
the best approach. would be to make comparisons with other Cuban banks.
Claimant states, however, that information concerning stock in Cuban banks
in the period under consideration was not available since no stock was pub-
Tiely traded and it has therefore utilized the statistical relationship existing
in the United States and other Latin and South American countries between
bank stock prices and other operational data in reaching valuation Rgures.
Claimant has concluded that the application of these two techniques gives
a going concern value to the branches of $12,200,000.00.

Claimant has submitted figures to refiect that the direct earnings of the
Cuban branches averaged $933,681 for the five-year period 1935 through
1959, and indicates that this amounts to a 24.5% return on the Cuban in-
vestment. To select an earnings multiple, claimant considers deposit growth,
net worth increase and return on investment equity, and has submitted
schedules comparing data in these areas as applied to certain United States
banks. In each of the schedules set out by claimant, the results appear
higher than for the United States banks with which comparison is made,

The appropriate earnings multiple, according to claimant, may be taken
as the price/earnings ratio of the stock of the bank groups with which the
Cuban branches are being compared. Claimant then finds that for the period
1956 through 1960, this is 12.7 for a composite of 46 United States banks;
it is 15.9 for four so-called “growth’ banks in the United States; and ap-
pears to be 9.9 for three Latin and South American banks. Claimant then
proceeds to average these results, arriving at $12,603,096 as the average
value based on price-earnings ratios.

The last three banks appear to be the only ones in which a stock price has
in fact been utilized in the computations of claimant.

Proceeding to the rate of return/net worth method of valuation, claimant
points out that the greater the return on invested equity capital, that is, net
worth, the higher the stock will generaily sell in relation to net worth.
Tabulations and graphs set out by claimant, based on the same comparison
banks, result in value multiples of 2345 and 2724, arriving at $12,222,126
as the averape computed value,

The Commission has considered all of the evidence and contentions of the
claimant with respect to its asserted value of the six branches in Cuba. The
Commission is not convinced, however, that the basis for evaluation, resting
ont a comparison of the six branches with a number of banks operating in
the United States, and three non-Cuban banks, affords a valid and equitable
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evaluation. Consequently, the Cominission rejects the asserted valuation and
finds, in the absence of other substantive evidence, that the book value is
the most appropriate value.

The net worth of the banks, collectively, may be found in the excess of
assets over the contractual liabilities, or by adding the capital investment,
appropriate surplus reserves (not including reserves for depreciation, taxes
and the like), and any undivided profit, as appropriate, and subtracting any
outstanding deficit. Accordingly, in this case the calculation of net worth

is seen as follows:

Original capital and reserves ...........coo $3,745,000.00
Unremitted earnings, 1959 1,196,690.32

Unremitted earnings, 1960, T00,705.38
Additional loan loss reserve - ceees §,988.66

THEt WOTthL e e 5,621,384.36

With regard to the loss of the six branch banks, the Commission concludes
that claimant sustained a loss in the amount of $5,651,384.36 within the
meaning of Title V of the Act as a result of the nationalization of said
branch banks by the Govermment of Cuba on September 17, 1960.

Section 506 of the Act provides:

in determining the amount of any claim, the Commission shall deduct
all amounts the claimant has received from any source on account of
the same loss or losses.

The record reflects that the loss sustained has been partially offset by
credits and recoveries. In 1960, the Head Office maintained a branch credit
balance in the amount of $768,631.97 and it obtained certain recoveries in
the amount of $172,838.53. In addition, in 1961, claimant received duplicate
United States Treasury bonds with a face amount of $3,000,000.00 to replace
the bonds which were taken by the Government of Cuba at the time the
branch banks were expropriated. The market value of the bonds on the date
of reissnance was $2,966,250.00. Claimant also obtainec other recoveries
during the years 1961-66 amounting to $161,394.19. Accordingly, the total
amount of the offset, $4,069,114.69, must be deducted from the amount of
the loss. The Commission therefore finds the net loss sustained for this
portion of the claim as $1,582,269.67.

The second portion of the claim is based upon the asserted loss of $1,697,-
386.40 for payments made by the Head Office of claimant under irrevocable
letters of credit issued by the Bank's branches in Cuba prior to their na-
tionalization. The record contains copies of the 332 Letters of Credit totaling
$1,697,157.15, an affidavit of a Vice President of claimant concerning the
procedure involved in Letters of Credit transactions and a schedule pertain-
ing to the transactions. The branch banks of claimant, because of their na-
tionalization on September 17, 1960 by the Govermment of Cuba, were un-
able to remit to the Head Office the mmonies set aside for the Letter of Credit
transactions. The Cominission concludes that with regard to this portion of
the claim, claimant sustained a loss within the meaning of Title V of the
Act on September 17, 1960,

The record reflects, however, that E. . Du Pont de Nemours 8: Co., the
parent company of Du Pont Inter-America Chemical Co., Inc., the consignee
on several Letter of Credit transactions, remitted $30,311.58 to claimant as
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payment for the Letters of Credit obigation owed by Du Pont Inter-America
Chemieal Co,, Inc.

Section 506 of the Act, skpra, provides that monies received on account
of the same loss must be deducted. Accordingly, the sum of $30,311.58 is
deducted from the total amount due claimant on the Letters of Credit. The
Commission concludes, therefore, that claimant also sustained s loss in the
amount of $1,666,845.57 within the meaning of Title V of the Act, as a
result of nationalization of its branches in Cuba on September 17, 1960.

The third and remaining portion of the claim is based upon two loans
made by the Head Office of claimant Bank to the Cuban Telephone Company
and Mid-Century Serviece, Inc. The record reflects that both of these com-
panies were organized under the laws of the United States. In addition, the
record discloses that Cuban Telephone Company is 60.7550 percent owned
by United States nationals and therefore qualifies as a United States cor-
poration. Additionally, it appears that Mid-Century, Inec., was a small closely
held New York Corporation.

Claimant has submitted a copy of a lstter dated May 27, 1958 from the
Export-Import Bank to claimant which recites an agreement between the
two parties whereby claimant agreed to participate in a $17,600,000.00 loan
to the Cuban Telephone Company to the extent of $290,000.00. The record
contains copies of seventeen Participaticn Agreements dated between June
23, 1958 and December 31, 1959, issued by the Export-Import Bank certify-
ing the purchase of beneficial interests in the indebtedness owing by the
Cuban Telephone Company, totaling $290,000.00. A copy of the ledger sheet
of claimant reflects that a balance of $200,000.00 was owing claimant on
December 19, 1960.

The Government of Cuba published Resolution No. 1 dated August 6, 1960
(pursuant to Law No. 851 of July 6, 19€0), which listed as nationalized the
Cuban Telephone Company. It therefore appears that the Cuban Telephone
Company sustained the loss of its assets in Cuba, on August 6, 1960,

Claimant contends (1) that this $290,000.00 is compensable as the debt of
a nationalized enterprise under Section 502(3) of the Act; (2) that it is
compensable under Section 505(a); and (3) that under the terms of Reso-
lation 1, the Government of Cuba assumed the liabilities of the Cuban Tele-
phone Company.

Inasmuch as the Cuban Telephone Company qualifies as a United States
national, its listing in Resolution 1 had the effect of taking of its assets by
the Cuban Government. The company remained liable for its debts under
the terms of Resolution 1.

There remains for determination the question whether a bank may recover
for the non-payment of a debt owed by an entity qualifying as a United
States national under Title V of the Act, if the debt owed is not a charge
on property which has been nationalized, expropriated, intervened or taken
by the Government of Cuba.

Section 505(a) of the Act provides:

A claim under Section 503(a) of this title based upon an ownership
interest in any corporation, association, or other entity which is a na-
tional of the United States shall not be considered. A claim under See-
tion 503(a) of this title based upon a debt or other obligation owing by
any corporation, association, or other entity organized under the laws
of the United States, or of any State, the District of Columbia, or the
Commonwealth of Puerto Rico shall be considered, only when such debt
or obligation is a charge on property which has been nationalized, ex-
propriated, intervened, or taken by the Governmment of Cuba.
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Claimant contends that Section S05{(a) limits recognition of ¢laims for
debts owed by United States corporations which were nationalized, but
further asserts that the legislative history of Section 505 (a) makes it clear
that this Section was not intended to apply to the claims of banks for debts
arising out of loan activities.

The legislative history reflects the following with respect to Section
S03(a) ¢

The purpose of this provision is to make clear that the Foreign Claims
Settlement Commission does not have jurisdiction to consider claims
over American nationals arising out of debts or other obligations for
merchandise sold or services rendered to any corporation, association,

or other entity organizecd under the laws of the United States or of any
State, District of Columnbia, or the Comunonwealth of Puerto Rico pro-
vided, however, that the debt or obligation is not a charge on property

taken by the Government of Cuba. It is not intended to exclude claims
of hanks, insurance companies, financial institutions, or other corpora-
tions, associations, or legal entities based upon the taking of assets in
Cuba including assets in the form of debts or other obligations. Nor is it
the purpose to exclude claims of those whose accounts in Cuban banks

were nationalized, expropriated, intervened, or otherwise taken by the
Government of Cuba. (Senate Report No. 701, 89th Congress, 1st Ses-

gion, at page 4.)

Section 503(a) of the Act provides for recognition of claims against the
Government of Cuba by United States nationals (such as THE FIRST
NATIONAL BANK OF BOSTON) for losses resulting trom the taking of
property {or rights or interests therein) ; and Section 502(3) clarifies that
such property may include debts of nationalized enterprises. Where there is
an unsecured debt and the debtor qualifies as a claimant against Cuba, such
claimant, as the Cuba Telephone Co., is entitled to maintain its own claim

before this Commission. Whether it recovered, it would he expected to meet
its obligations, and, as a United States national, would be answerable in an

action brought against it in the appropriate United States Court. Under
Section 503(a) a claimant such as THE FIRST NATIONAL BANK may
maintain its claim before this Comnmission for a debt owed by a United
States national, such as the Cuban Telephone Co., only if such a debt is a
charge upon property which has been taken.

The cited portion of the legislative history confirms that legal entities
may recover for the taking of their assets in Cuba, including debts, such as
accounts receivable. Section 503(a) is quite clear and contains no exception
in favor of hanks, as contended. The legislative history was not intended to
create any latent exceptions to the express language of the statute in this
regard.

The other loan made by claimant was that to Mid-Century Service, Inc.
The record reflects that Mid-Century Service. Inc. was the buying agent in
the United States for Gabriel Sisto y Cia. 8.A. and that it obtained a loan
from claimant in the amount of $40,000.00. Gabriel executed a Guaranty in
the amount of $30,000.00. The principal assets of Mid-Century Service, Inc.
were the accounts receivable of Gabriel Sisto ¥ Cia. 3.A. and when Gabriel
was nationalized by the Government of Cuba on October 13, 1960 (Law
890), Mid-Century was unable to make further payments to claimant. Claim-
ant states it was unable to proceed against the Guaranty executed by Gab-
riel Sisto ¥ Cia. S.A. because of its nationalization.

The record contains a copy of the hank's ledger sheet which reflects that
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a balance of $6,000.00 on said loan as of November 15, 1961 was owing to
claimant.

The Commission holds that claim may not be maintained under Title V of
the Act for debts of $290,000.00 and $6,000.00, due from entities qualifying
as United States nationals, as the debts owed were not charges on property
which was nationalized, expropriated, intervened or taken by the Govern-
ment of Cuba, (See Claim of Anaconda Ametican Brass Company, Claim
MNo. CU-0112, 1967 FC3C Ann. Rep. 60.)

Accordingly, those portions of the claim are denied.

The Commission has decided that in certification of losses on claims deter-
mined pursuant to Title V of the International Claims Settlement Act 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 Claim of Lisle Corpora-
tion, Claim No. CU-0644)

Accordingly, the Commission concludes that the amount of the loss sus-
tained by claimant shall be increased by interest thereon at the rate of 6%
per annum on $3,249,115.24 from September 17, 1960 to the date on which
provisions are made for the settlement thereof.

CERTIFICATION OF LOSS

The Commission certifies that THE FIR3T NATIONAL BANK OF BOS-
TON suffered a loss, as a result of 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 Three Million Two Hundred Forty-Nine
Thousand One Hundred Fifteen Dollars and Twenty-Four Cents ($3,249,-
115.24) with interest thereon at 6% per annuim from September 17, 1960 to
the date of settlement.

Dated at Washington, D.C., September 11, 1968.

IN THE MATTER OF THE CLAIM OF FIRST NATIONAL CITY BANK
Claim No. CU-2628—Decision No. CU-3835

Capitalization of net profits to determine the going concern value of a cor-
poration is an appropriate method of determirdng the loss aftributable to

the nationalization or other taking of property by the Government of
Cuba

PROPOSED DECISION

This claim against the Government of Cuba, under Title V of the Interna-
tional Claims Settlement Act of 1949, as amended, in the amount of $7,513,-
028.81 plus interest, representing the gross amount of $12,839,132.30 less off-
sets of $5,386,103.49, was presented by FIRST NATIONAL CITY BANK
basecl upon asserted losses of certain real and personal property at its branch
offices in various areas of Cuba, and other asserted losses of personal
property.

Under Title V of the International Claims Setilement Act of 1949 [79 Stat.
1110 (1964), 22 U.8.C. 8§ 1643-1643k (1964), as amended, 79 Stat. 988
{1965)], the Commission is given jurisdiction over claims of nationals of the
United States against the Government of Cuba. Section 503 (a) of the Act
provides that the Commission shall receive and determine in accordance with
applicable substantive law, including international law, the aunount and valid-

ity of claiins by nationals of the United 3tates against the Government of
Cuba arising since January 1, 1959 for
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losses resulting from the nationalization, expropriation, intervention or
other taking of, or special measures directed against, property incheuding
any rights or interests therein owned wholly or partially, directly or in-
clirectly at the time by nationals of the United States.
Section 302(3) of the Act provides:

The term "property" immeans any property, right, or interest including
any leasehold interest, and debts owed by the Government of Cuba or by
enterprises which have been nationalized, expropriated, intervened, or
taken by the Government of Cuba and debts which are a charge on prop-
erty which has been nationalized, expropriated, intervened, or taken by

the Government of Cuba.
Section 502(1) (B) of the Act defines the term “"national of the United

States” as a corporation or other legal entity which is organized under the
laws of the United States, or of any State, the District of Columbia, or the
Commmnonwealth of Puerto Rico, if natural persons who are citizens of the
United States own, directly or indirectly, 30 per centuin or more of the out-
standing capital stock or other beneficial interest of such corporation or
entity.

The evidence of record, including documentation filed by claimant in its
claim against the Chinese Communist regime under Title V of the Act, as
amended {Claim No. CN-0440), establishes that claimant was organized under

the laws of the United States, and that at all pertinent times more than 30%
of claimant's outstanding capital stock was owned by nationals of the Unitec

States. An authorized officer of claimant has certified that at all times during
the period April 9, 1950 to July 2, 1969 (date of said certification), more

than 95% of claimant s outstanding capital stock was owned by persons with

addresses in the United States. The Commission holds that claimant is a na-

tional of the United States within the meaning of Section 302(1) (B} of the

Act.

CUBAN BRANCHES

The record shows that claimant maintained eleven branches in Cuba, in-
cluding six in Havana, four of which were leased premises, and one each in
Santiago de Cuba, Manzanillo, Caibarien, Cardenas and Matanzas. The
Commission finds on the basis of the evidence of record that in connection
with these operations, claimant owned certain real and personal property
at seven of the locations, and owned certain personal property at four of
the premises where it had also made substantial improvements to its lease-
holds.

On September 17, 1960, the Government of Cuba published in its Official
Gazette Resolution No. 2, pursuant to Law 851, which listed as nationalized
the First National City Bank of New York, claimmant's forimer name. The
Commission, therefore, finds that claimant's real and personal property was
nationalized by the Government of Cuba on September 17, 1960, as a result
of which claimant sustained a loss within the meaning of Title V of the Act.

The Act provides in Section 503(a) that in making determinations with
respect to the validity and amount of claims and value of properties, rights,
or interests taken, the Commission shall take into account the basis of valu-
ation most appropriate to the property and equitable to the claitnant, in-
cluding but not limited to fair market value, book value, going concern value,
or cost of replacement.

The question, in all cases, will be to determine the basis of valuation
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erty and equitable to the claimant.” The Commission has concluded that this
phraseology does not differ fromn the international legal standard that would
normally prevail in the evaluation of nationalized property and that it is
designed to strengthen that standard by giving specific bases of valuation
that the Commission shall consider; i.e., fair market value, book value, going
concern value, or cost of replacement.
Claimant has computed its claim as follows:
Net Worth of Cuban branches including

unremittted profits, as of August 23,
OO O OO SO OO SRS e $5,961,037 41

Less net halance due Cul)an l)ranches

from Cladmarnt .o 1,491,735.34
Net investment—book value ................. . $4,469,302.07
Excess of appraised value of real prop-

erty, furniture, fixtures, etc. over

book value....... vt r e [T 1,718,418.83

Net investment acdjusted. ..o rvemremree et sesereere- e+ B0, 187, 72000
Expenses incurred after Allgust 23
1960 as result of nationalization:

Payments to Administrator......................... $809,641.21

Legal fees (estimatad)......c.o.... -0, 000.00
Assigniments from employees 39,491.09 899,132.30
$ 7,086,853.20

Goodwill and Going Concern value... - $12,000,000.00
Less net investment adjusted ...l 6,187,720.90 5,812,279.10
Total veorocreaeas e eareeciae e aeas ceeeeesaniainanee ceeeesevesaenaaanes $12,899,132.30

In effect, claimant is asserting the loss of goodwill and going concern
value in the amount of $12,000,000.00, plus $899,132.30 for expenses incurred
after August 23, 1960 as a result of the nationalization by Cuba.

The essence of claimant's contentions is that the Commission should apply
the going concern value method in determining its losses in Cuba. Claimant
states that it has been operating some of its Cuban branches since the 1920's
and has built up the intangible asset, goodwill, which under normal account-
ing procedures and pursuant to bank regulations could not be recorded in
its books and records. It adds that the book values for such items as real
property, furniture and fixtures, and equipment, etc., reflect only the net
cost values after depreciation, whereas expert appraisals indicate much
higher values for these items of property on the date of loss. For these
reasons, claimant asserts, in effect, that the use of book value would neither
he appropriate nor equitable.

The evidence of record sustains claimant's contentions regarding book
value. Using 1959 as the typical and representative year because it was the
last full year of its Cuban branches' operations, claimant has submitted a
substantial amount of supporting documentation. Copies of balance sheets,
profit and loss statements, and schedules, as well as analysis sheets prepared
on the hasis of claimant's hooks and records for its Cuban branches, estab-
lish that claimant's cost of land at seven locations was $496,716.51, and re-
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mains recorded at that amount although nearly all of it was purchased in
1923 and 1924, approximately 236 years prior to the date of loss, during
which time property values had risen substantially. It further appears that
the original aggregate cost of the buildings owned by claimant on these sites
was §1,277,871.02, which is recorded in claimant's books at $148,930.44, after
depreciation, while the foundations and structures were currently insured in
the aggregate amount of §1,314,437.80,

The record includes appraizals (Exhibit 4) by an expert engineer and
architect whose appraisals have been found reliable in other claims deter-
mined by the Commission under Title V of the Act. This expert has indi-
cated that all of the premises were maintained in good tondition, were mod-
ernized, and most of the structures, including those rented by claimant, had
been improved by the addition of air conditioning systems installed at claim-
ant's expense. The aggregate appraisal of the real property owned by elaim-
ant, ineluding the furniture, fixtures and equipment installed by claimant, as
well as the improvements made to claimant's leaseholds, is set forth as
§2,740,000,00 on the date of loss. We note that this amount is slightly higher
than the appraisals of these items of property made by claimant’s employees
at the eleven sites.

Claimant has suggested several methods for arriving at the going concern
value of its eleven Cuban branches. In order to illustrate each method,
elaimant has submitted the following information concerning its Cuban
operatiops:

(a) The net earnings for the years ending December 23, 1955 through
December 23, 1959, and for the period ending August 23, 1960, which show
such net earnings (rounded off) as $699.000.00, $1,074.000.00, $950,000.00,
$1,021,000.00, $1.011,000.00, and $303,000.00, respectively (Exhibit 2).

(b) The aggregate net worth of the eleven Cuban branches for the same
period of time as under (a) above, adjusted to include claimant’s internal
appraisals of its land, buildings, furniture, fixtures, and equipment, which
show such net worth (rounded off) as $5637,000.00, $5.904,000.00, $6,073,-
000.00, %6.221,000.00, $7,196,000.00, and $7,679,000.00, respectively {Exhibit
3).

(¢) A schedule indicating the results of a study made by claimant, which
show the cost of acqulisitions in 1959 and 1960 of Cnban branches by five
American banks, from which claimant computed the percentage of book val-
ues which such acquisition costs represent, and averaged them to be 179.48%
of the book values (Exhibit 5), With information available only as to three
of those five American banks, claimant alse derived the averaged multiple
{14.2) of earnings of those three banks to the costs of the acquisitions (also
in Exhibit 5).

{d) A table prepared by claimant which shows, with respect to five other
American banks including claimant’s, the ratio obtained by averaging the
high and low market prices for the stock of these five banks in 1959 and
dividing the result by the net earnings per share in 1959, indicating claim-
ant as having the highest ratio, 15.1, and the average ratio as 12.3 (Exhibit
6).

(e) A schedule which shows four suggested methods of arriving at the
going concern value of claimant's eleven Cuban branches (Exhibit T}, each
one of which results in amounts in excess of the £12.000,000.00 asserted by
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claimant as the going concern value of its Cuban branches.

Claimant's Exhibit 7 shows the following methods of valuations:

1. Applying the average percentage of acquisition cost of Cuban branches
compared to book value, 179,48 {Exhibit 5), to claimant's adjusted net worth
as of August 23, 1960 of $7,679,000.00 (Exhibit 3), the result is §13,782,-
000.00.

2. Applying the average multiple (14.2) of earnings of acquired banks to
costs of sequisition (Exhibit 5), the results are $14,356,000.00 when using
claimant's net earnings in 1959, i.e. $1,011,000.00 (Exhibit 2); and $14,867,-
000.00 when using its adjusted net earnings in 1959, asserted to be $1,047-
000.00, including additional earnings attributable to the Cuban operations,
which additional earnings are not supported by the evidence of record.

3. Applying the price/earnings ratio of 15.1, asserted to be the appropri-
ate one for claimant (Exhibit 6), to the net earnings and the asserted ad-
justed net earnings, as in paragraph 2 above, the results are $15,266,000.00
and §$16.808,000.00, respectively,

4. Applying the average price/earnings multiple of 13.3 (Exhibit 6), to
the same net earnings and asserted adjusted net earnings of claimant, the
results are $13,446,000.00 and $13,925,000.00, respectively.

Claimant's suggestions have been carefully considered in the light of the
entire record, The Commission finds methods 1 and 2 inappropriate inas-
much as it is elear (see paragraph 14 of affidavit of William T. Loveland,
claimant’s Vice President, dated May 26, 1967) that the aequisition of Cu-
ban branches by the five American banks were unique and involved factors
that ave not established as comparable to c¢laimant's Cuban branches. Ac-
cordingly, any conclusions drawn from such information would be specula-
tive, In view of this and because here we do not have available percentages
of profit of the Cuban branches as compared to the total profit of the entire
organization of claimant the rationale of our decision in Tke Claim of The
First National Bank of Boston, Claim No, CU-2268, also would not apply
to this situation.

The Commission finds that the valuation most appropriate to the prop-
erty and equitable to the claimant in this case is the going concern value,
derived by capitalizing the average net earnings after Cuban taxes of ¢laim-
ant’s Cuban branches during the years 1955 through 1959, prior to 1960
when Cuba's nationalization decrees had caused reductions in normal earn-
ings. It is concluded, however, that the capitalization multiples supgested
by claimant, 15.1 for claimant or the average, 13.3 (employed in methods 3
and 4), are inappropriate because they were computed from certain statis-
tics relating to the operations of five American banks, whereas this claim
involves bank branches in Cuba. From other information available to the
Commission, it appears that the average multiple for three Latin-American
banks was 9.9 in 1960, there being no data available for Cuban hanks. (See
Claim of Julins J. Shepard, Claim No. CU-0407, Amended Proposed Deci-
sion issued on April 30, 1969; reaffirmed in Claim of General Dynamics,
Claim No. CU-2476.)

Having fully considered this entire matter, the Commission holds that
the value of claimant's eleven Cuban branches should be computed on the
basis of the branche's average net earnings after Cuban taxes for the period
1955 through 1958, capitalized at 109,
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As indicated above, the net carnings of claimant's eleven Cuban b nches
were $699,000.00, $1,074,000.00, $950,000.00, $1,021,000.00 and 1 011 o0, o
for the years 1955 through 1959, or an average annual net profit after de-
ductions for Cuban taxes of $951,000.00. Accordingly, the Comimission finds
that the aggregate value of claimant's eleven Cuban branches on ==
17, 1960, the date of loss, was $9,510,000.00,

Section 506 of the Act provides:

In determining the amount of any claim, the Commission shall deduct
all amounts the claimant has received from any source on account of

Ftember

the same loss or losses,

The record shows that claimant ‘s loss has been offset partially by recov-
eries and credits. Unit«di :states Treasury bonds in the amount of $3,000,-
000.00 had been held by claimant s branches in Cuba and were ' lyded
among claimant’s assets that were taken by Cuba on September 17, 1960,
These bonds were due to mature on September 15, 1961 and bore interest at
2354 . It appears from the record that subsequent o the maturity date of

the bonds, claimant received duplicate bonds in the face amount of $3,000,-
000,00 plus accrued interest in the amount of $38,111.41, which had been
included in the financial statements for claimant's Cuban branches.

The evidence also establishes that Banco National de Cuba, an agency of
the Govermment of Cuba, had on deposit with claimant a credit balance in
the amount of $2,203,267 .65, and that claimant had recovered other funds in

* the aunount of $54,624 .43 which it stated should be applied to offset its claim
against Cuba.

Accordingly, the aggregate aunount of the offset, $5,286,103.49, must be
deducted from the amount of loss. The Commission therefore finds that the

net loss sustained on September 17, 1960 with respect to this portion of the
claim was $4,123,896.51.

OTHEFR LOSSES ASSERTED
1. Commercial Credits

The record establishes and the Commission finds that claimant's Cuban
branches had aunthorized with the approval of claimant certain commercial
credits, covered by certain funds in Cuba in the amount of $809,641.21. It

further appears from the record that the Cuban authorities toolk these spe-
cial funds upon nationalization of the Cuban branches. Subsequently, docu-
ments evidencing these credits were presented to claimant in New York and
claimant was obliged to and did honor them. The Commission, therefore,
finds that claimant sustained a loss on September 17, 1960 within the mean-
ing of Title V of the Act in the amount of $809,641.21 on account of the
said commercial credits.

2 Legual Fees

Claimant states that it suffered a loss of $50,000.00 (estimated) for legal
fees, resulting from the nationalization of claimant's Cuban branches.

The Commission has held that claims for attorney's fees and expenses in-
volved in contesting Cuba's taking of American-owned property are not
within the purview of Title V of the Act. {(See Claim. of E. R. Squibb
Sons Inter-American Corporation, Claim No. CU-2469, and Claim of illothie-
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son Pan-American Chemical Corporatior, Claim No. CU-2470.) Accordingly,
the portion of the claim based upon legal fees is denied.
3 Assignments From Employees

"The record shows that six of claimant's United States national employvees
who had been stationed at claimant's Cuban branches, owned certain per-
sonal effects, automobiles and other personalty, having an aggregate value
of $39,491 %%

Law 989, published in the Cuban Official Gazette on December 6, 1961, by
its terms effected a confiscation of all goods, chattels, rights, shares, bonds
and other securities of persons who fled from Cuba. The Commission finds
that this law applied to claimant's said six employees who had left Cuba
before that date, and concludes that all of the properties owned by these
emplovees in Cuba were taken by the Government of Cuba on December &,
1961 pursuant to Law 989. (See Claim of Flovd W. Auld, Claim No, CU-
0020, 25 FCSC Semiann. Rep. 55 (Julv-Dec. 1966).)

The Commission finds on the basis of the evidence of record that claimant
COMpens sted these six employees for the full values of their properties, $39,-
491.09, and received assignments from them in consideration of such pay-
ments. The record shows that assignments to claimant in the amount of
$27,301.10 Were executed prior to December 6, 1961, the date of loss, and
that assignments in the aggregate amnount of $12,189.90 were executed by
three of these employvees, after December 6, 1961, the date of loss, as follows:

Date Amourt
December 19, 1961 $2,624.40
December 22, 1961 3,255.50
February 14, 1962 6,310.09

Total $12,189.99

Accordingly, the Cominission finds that claimant succeecded to and sus-
tained losses within the mmeaning of Title V of the Act in the aggregate
amount of $39,491.09 with respect to this portion of the ¢laim.

RECAPITULATION

The Commission concludes that claimant sustained losses as follows:

Item of Property Arnourit
11 Cuban branches $4,123,806.51
Commercial credits 809,641.21
Assipnments 39,491.09

Total $4,973,028.81

The Commission has decided that in the certification of losses on claiins
determined pursuant to Title V of the International Claims Settheement Act
of 1949, as amended, interest should be included at the rate of 6% per an-
num from the date of loss to the date of settlement (see  Claim of Lisle
Corporation, Claim No. CU-0644), and in the instant case it is so ordered.

The Commission concludes, however, that with respect to the assignments
execited after the date of loss, interest should be allowed only froin the
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respective dates of the assignments when claimant acquired those interests.
(Bee Claim of Estate of Julius 5. Wikler, Deceased, Claim No. CU-2571.)
Accordingly, interest will be included as follows:

From On
September 17, 1960 $4,933 537.72
December 6, 1961 27,301.10
December 19, 1961 2.624.40
December 22, 191 3,255.50
February 14, 1962 6,310.00

Total $4,973,028.81

CERTIFICATICON OF LOSS

The Commission certifies that the FIRST NATIONAL CITY BANK suc-
ceeded to and suffered a loss, as a result of actions of the Government of
Cuba, within the scope of Title V of the International Claimms Settlement
Act of 1949, as amended, in the amount of Four Million Nine Hundred Sev-
enty-three Thousand Twenty-eight Dollars and Eighty-one Cents ($4,973,-
028.81) with interest thereon at 6% per annum from the respective dates
of loss to the date of settlement.

Dated at Washington, D.C., September 3, 1969,

FINAL DECISION

Undler cate of September 3, 1969, the Commission entered its Proposec
Decision certifying a loss in favor of claimant in the ainount of $4,973,-
028.81 plus interest. Subsequently claimant advised the Commission that it
had recovered a further amount of $109,297.77 on account of said loss over
and above the recoveries already deducted, as set forth in the Proposed De-
cision. Claimant also indicated that it hac no objections to file in this matter.

Upon consideration of the foregoing, it is

ORDERED that a Final Decision be entered as follows:

The Commission now finds that the aggregate amount of claimant's recov-
eries was $5,495,401.26, which must be deducted from claimant's loss in the
amount of $9,510,000.00. Accordingly, the Commission finds that the net loss
sustained by claimant on September 17, 1950 with respect to its Cuban
branches was $4,014,598.74.

It is further

ORDERED that the certification of loss, as restated below, be entered
and that the Proposed Decision be affirmed in all other respects.

CERTIFICATION OF LOSS

The Commission certifies that the FIRST NATIONAL CITY BANK suf-
fered a loss, as a result of 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 Four Million Eight Hundred Sixty-three Thous-
ancd Seven Hundrec Thirty-one Dollars and Four Cents ($4,863,731.04)
with interest at 6*  per annuim from the respective dates of loss to the date
of settlement.

Dated at Washington, D.C., November 14, 1969,
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IS THE MATTER OF THE CLAIM OF INTERCONTINENTAL HOTELS
CORPORATION

Claim No. CU-2521—Decision No. CU-4545

Patue of Cuban corporation may be established by capitalizing its average
il ner  €arnings for a three year period at 10cf, supplemented by the
vedue of subsequent improvements to physical properties. The period where
losses resulted in consequence of actions of the Government of Cuba, may
be disregarded in ascertaining the ia.lue of Cuban enterprises.

PROPOSED DECISION

This claim against the Governrnent of Cuba, under Title V of the Inter-
naticnal Claims Settlement Act of 1949, as amended, in the amount of $8,-
934,370.5"' was presented by INTERCONTINENTAL HOTELS CORPOR-
ATION, based upon the loss of a stock interest in a Cuban corporation and
a debt due from that corporation. The Cuban entity, Intercontinental Hotels
Corporation of Cuba, 8. A, is hereafier referred to as IHC of Cuba.

Under Title V of the International Claims Settlement Act of 1949 [78
Stat. 1110 (1964). 22 U.3.C. § 1643-1643Kk (1964), as amended, 79 Stat.
988 (1965)], the Commission is given jurisciction over claims of nationals
of the United States against the Government of Cuba. Section 503({a) of the
Act provides that the Commission shall receive and determine in accordance
with applicable substantive law, including international law, the amount and
validity of claims by nationals of the United States against the Government
of Cuba arising since January 1, 1959 for

losses resulting from the nationalization, expropriation, intervention or
other taking of, or special measures directed against, property including
any rights or interests therein owned wholly or partially directly or in-
clirectly at the time by nationals of the Unitec States.

Section 502(3) of the Act provides:

The term 'ljropel“ty‘ means any property, right, or interest including
any leasehold interest, and debts owed by the Government of Cuba or
by enterprises which have been nationalized, expropriated, intervened,
or taken by the Government of Cuba and debts which are a charge on
property which has been nationalized, expropriated, intervened, or taken
by the Governiment of Cuba.

Bection 502(1} (B} of the Act defines the term "national of the United
States" as a corporation or other legal entity which is organized under the
laws of the United States, or of any State, the District of Columbia, or the
Commonwealth of Puerto Rico, if natural persons who are citizens of the
United States own, directly or indirectly, 50 per centum or more of the out-
standing capital stock or other beneficial interest of such corporation or
entity.

The record shows that claimant was organized under the laws of Delaware
and that at all pertinent times all of claimant's cutstanding capital stock
was owned by Pan American World Airways, Inc., a corporation organized
under the laws of New York. An authorized officer of claimant and parent

This decision was entered as the Cormmission's Final Decision on April 13, 1970, Subse-
quently, the Commission found in a related case invelving a stock interest in the same
Cuban entity that the entity had a greater value than determines in this case, Accordingly,
the Commission reopened this claitn on its own motion, and increased claimant's Certilication
of Less accordingly. The Amended Final Decision is included hersin.
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has certified that at all pertinent times more than 50% of the parent's out-
standing capital stock was owned by nationals of the United States; and that
as of April 15,1980, 57,378 shares out of the parent’s outstanding capital
stock of more than 6,000,000 were owned by nonrationals of the United
States. The Commission holds that claiment is a national of the United
States within the meaning of Section 502(1) (B) of the Act.

STOCK INTEREST

The record establishes and the Commission finds that claimant owned
47,167 shares of common stock out of 100,000 shares, and 8,018.33 shares of
preferred stock out of 17,000 shares, constituting a 47.167% stock interest
in IHC of Cuba. The record further shows that by Resolution No. 4231,
issued on June 10, 1980, IHC of Cuba was declared intervened by the Cuban
Minister of Labor pursuant to Law 647 of November 24, 1858, The Com-
mission finds that IHC of Cuba was intervened by the Government of Cuba
on June 10, 1960.

Since ITHC of Cuba was organized under the laws of Cuba, it doez not
qualify as a "national of the United States" within the meaning of Section
502(1) (B) of the Act, supra. In this type of situation, it has been held that
an American stockholder is entitled to file a claim for the value of his own-
ership interest, (See Claim of Porke, Davis & Company, Claim No, CU-0180,
1867 FCSC Ann. Rep. 33.)

The Act provides in Section 603(a) that in making determinations with
respect to the validity and amount of claims and value of properties, rights
or interests taken, the Commission shall take into account the basis of valu-
ation most appropriate to the property and equitable to the elaimant, includ-
ing but not limited to fair market value, book value, going concern value, or
cost of replacement,

The question, in all cases, will be to determine the basis of valuation
which, under the particular circumstances, is “most appropriate to the prop-
erty and equitable to the claimant”. This phraseology does not differ from
the international legal standard that would normally prevail in the evalua.
tion of nationalized property. It is designed to strengthen that standard by
giving specific bases of valuation that the Commission shall consider.

The sole business of THC of Cuba was the operation of the Hotel Nacio-
nal. IHC of Cuba commenced operations in Cuba on August 1, 1955 when it
acquired by purchase from National Cuba Hotel Corporation an assignment
of a lease of the National Hotel of Cuba, Havana, which had over 500
roome. On the same date, IHC of Cuba also acquired by purchase title to all
of the personal property constituting the contents of the hotel, including the
furniture, fixtures, equipment, linens, drapes, cutlery, china, silverware,
generator, air-conditioning appliances, food, supplies, etc. Pursuant to the
express terms of the lease, THC of Cuba aecquired the right to operate the
entire hotel and all its facilities, rent free, for a period ending November
21, 1989, Thus, on the date of loss, June 10, 1960, the lease had almost 204
vears to run. A copy of the original lease, dated August 16, 1929, and copies
of the assignments thereof as well as of sales documents of the warious
items of personal property situated on the premises of the hotel are included
in the record.

Extracts from the books and records of IHC of Cuba disclose that it paid
$3,600,000.00 for the hote| lease and the contents of the hotel, the Cuban
peso being on a par with the United States dollar. In addition IHC, of
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Cuba made substantial improvements to the premises, nearly all of which
were completed between 1958 and 1960 as follows:

Building improvements $294,217.00
Furniture and fixtures 585,022.00
Air-Conditioning 485,975.00
Decoration 28,930.00
Miscellaneous improvements 60,683.00

Total $1,454,827.00

Accordingly, the total investment made by [HC of Cuba was $5,054,827.00,
[HC of Cuba enhanced its business operations by subleasing a part of the
hotel premises for gambling and entertaimment. Not only did the sublessee
physically improve the sublet premises, but the casino and night club brought
increased trade to IHC of Cuba and augmented the earnings of IHC of
Cuba by its annual rent of $300,000.00.

The evidence establishes that the operations of IHC of Cuba were very
profitable. Copies of profit and loss statements, included in the record, show
that during the first two fall years, 1956 and 1957, IHC of Cuba earned
net incomes of $780,209.64 and $880,468.82, respectively. The net worth of
IHC of Cuba as shown by balance sheets, rose from $2,601,017.25 in 1956 to
$3,157,636.08 in 1957

In 1958 Castro's revolutionary activities spread to Northern Cuba includ-
ing the City of Havana. As a result, the business of IHC of Cuba declined
sharply. IHC of Cuba showed net losses of $456,488.26 in 1958, $825,367.78 in
1959, and $390,527.00 for the four-months period of January through April
1940,

In view of the foregiong, claimant urges that the value of its stock inter-
est in IHC of Cuba be determined as follows: Compute the going concern
value of IHC of Cuba by multiplying its average annual earnings by 8 using
the two normal vears, 1956 and 1957,

Claimant's computation results in a going concern value of $6,850,000.00,
which equals $3,230,939.50 for cheaimant's 47. 167% stock interest.

Upon consideration of the entire record, the Commission concludes that
the circumstances herein render it inequitable to determine the value of
IHC of Cuba on the basis of its book value, shown in its halance sheets. The
Commission finds that the valuation most appropriate to the property and
equitable to the claimant is the amount resulting from capitalizing the aver-
erage annual net earnings of IHC of Cuba at 10%. (See Claim of Julius J
Shepard, Claim No. CU-0407, Amended Proposed Decision.)

As noted above, Castro's revolutionary activities in 1958 caused a sharp
decline in the business operations of IHC of Cuba. After Castro assumed
power on January 1, 1939, his regime commmenced an extensive prograim of
nationalization, expropriation, confiscation and intervention of property in
Cuba. As a result of Castro's actions, IHC of Cuba experienced substantial
losses in 1959 and thereafter. What had been a very profitable operation
prior to Castro's activities became a business in which losses mounted
progressively.

In view of these circumstances, it would be inequitable to compute the aver-
age annual net earnings of IHC of Cuba by including the entire period of
its operations. On the other hand the elimination of all periods of time sub-
sequent to 1957 merely becanse they were unprofitable would hardly consti-
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tute a sound basis for determining the value of IHC of Cuba under Title ¥V
of the Act.

The Commission finds that the fair and reasonable value of [HC of Cuba
as a going concerm should be based upon the capitalization of its average
annual net earnings for the three-vear period, 1956 through 1958. The rec-
ord shows that IHC of Cuba earned net profits of $780,209.64 and $880,468.-
82 in 1956 and 1957, respectively, and suffered a loss of $456,488.26 in 1958,
Therefore, its total earnings for that period were $1,204,190.20, and its aver-
age annual net earnings were $401,396.73. Accordingly, the Commission finds
that the value of IHC of Cuba as a going concern on June 10, 1960, the
date of loss, was $4,013,967.30.

The facts in this case present a further element that warrants consicdera-
tion. As indicated above, the record shows that THC of Cuba had expended
$1,454,827.00 in improving the hotel premises, practically all of which had
occurred shortly before intervention. Under the circuinstances in this case,
IHC of Cuba was unable to recoup any benefit from that recent investinent.
The Commission therefore finds it appropriate in this instance and equitable
to the claimant to include that investment in determining the overall value
of IHC of Cuba on the date of loss. Accordingly, the Commission finds that
the overall value of IHC of Cuba on June 10, 1960, the date of loss, was
$5,468,794.30. Therefore, claimant's 47.167t-% stock interest in IHC of Cuba

had a value of $2,579,466.21.
MANAGEMENT COMPENSATION

Claimant asserts a further loss of $3,138,192.00, representing the amount
attributable to deprivation of its "management compensation.” It is stated
that claimant had entered into an agreement with IHC of Cuba. pursuant
to which claimant was to receive an annual fixed fee of $25,000.00 plus 25c¢',
of the net operating income of the hotel, after certain deductions, in con-
sideration of management and operating services to be performed by claim-
ant. This agreement was terminaecd on January 15, 1960 due to losses sus-
tained by IHC of Cuba in 1958 and 1959. Claimant has computed its average
annual income for such services, using 1956 and 19537, and has capitalized
that amount at 12.5'f¢ to arrive at an asserted loss of $3,138,192.00.

The Commission finds no valid basis for allowing this portion of the claim
under Title V of the Act. Clearly this portion of the claim is based upon
projected future earnings of the hotel, and the record shows that there
were no such earnings after 1957, Moreover, the asserted contract was ter-
minated prior to the intervention of IHC of Cuba. The Commission finds
that any loss which claimant may have sustained in this respect is not one
of the types coverecd by Title V of the Act. (See Claim of Robert L. Cheaney
and Marjorie L. Cheaney, Claim No. CU-0915; Claim of Ford Motor Com-
pany, Claim No. CU-3072.) Accordingly, this portion of the claim is denied.

DEET

The balance sheet for [HC of Cuba as of April 30, 1260 shows that it owed
claimant a debt of $39,410.01. Extracts from claimant's records, however,
disclose that as a result of subsequent adjustiments, the amount due claimant
from IHC of Cuba was $35,239.00. The Commission, therefore, finds that
claimant also sustained a loss of a debt due from an intervened Cuban en-
tity in the amount of $35,239.00. (See Claim of Kramer, Marx, Greenlee and
Boackus, Claim No. CU-0105, 25 FCSC Semiann, Rep. [July-Dec. 1966].)
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CONTINGENT CLAIM

Claimant has also asserted a contingent or "protective” claim in the
amount of $2,000,000.00 plus accrued interest. The record shows that IHC
of Cuba borrowed $2,000,000.00 on December 20, 1957 from Banco de Fo-
mento Agricola a Industrial de Cuba, an instrumentality of the Government
of Cuba. The loan was secured by a mortgage on the hotel premises, and
was evidenced by 200 mortgage bonds, each in the amount of $10,000.00,
payable annually over a peried of 15 years. It further appears that claim-
ant made an agreement with the mortgagee bank on December 20, 1957, pur-
suant to which claimant agreed to purchase the mortgage bonds in the event
of a default under the mortgage indenture. Subsequently, IHC of Cuba en-
tered into agreements by which the time for paying the initial two install-
ments was exXtended to December 20, 1973 and December 20, 1974, respec-
tively.

It is undisputed that claimant has, as vet, sustained no loss in this respect.
Clearly, its contingent claim is intended to guard against any loss in the
future should a claim be macle against claimant and prove to be successful.
The Commission notes that Title ¥V of the Act provides for certain claims
against Cuba which "have arisen since January 1, 1959". The statute does
not provide for the determination of contingent losses or losses which were
not sustained by claimant. (See Claim of Ford Motor Company, Claim No.
CU-3072.) Moreover, it would appear that any claim by the mortgagee bank
or Cuba pursuant to the contract with claimant would not be successful in
view of the fact that any default under the mortgage indenture would nec-
essarily be atiributable to action by Cuba, and additionally because the se-
curity for the loan was taken by Cuba. For the foregoing reasons, the con-
tingent or "protective” ¢claim is deniecl.

Accordingly, claimant sustained the following losses within the meaning
of Title V of the Act:

ITEM OF PROPERTY DATE OF LOSS AMOUNT
Stock interest in IHC of Cuba June 10, 1960 $2,579,466,21
Delbt due from THC of Cuba June 10, 1960 35,239.00

Total $2,614,705.21

The Comimnission has decided that in certification of losses on ¢laims deter-
mined pursuant to Title ¥V of the International Claims Settlermnent Act 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 Claim of Lisle Corpora-
tior;, Claim No. CU-0644), and in the instant case it is so ordered.

CERTIFICATION OF LOSS

The Commission certifies that INTERCONTINENTAL HOTELS COR-
PORATION suffered a loss, as a result of 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 Two Million Six Hundred Four-
teen Thousand Seven Hundred Five Dollars and Twenty-One Cents ($2,614,-
705.21} with interest thereon at 6% per annum from June 10, 1960 to the
date of settlement.

Dated at Washington, D.C., March 4, 1970.
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AMENDED FINAL DECISION

Under date of April 13, 1970, the Commission entered its Final Decision
on this claim without objections from claimant, certifying a loss in favor of
claimant in the amount of $2,614,705.21 plus interest. That certification
represented the loss of a 47.167% stock interest in a Cuban corporation,
Intercontinental Hotels Corporation of Cuba, 8.A. (IHC of Cuba) in the
amount of $2,579,466.21 and a debt due firom THC of Cuba in the aunount
of $35,239.00.

In the Claim of American Securities Corporation, Claim No. CU-3335,
objections were filed with respect to the Commission's valuation of that
claimant's 143 stock interest in IHC of Cuba. Upon consideration of those
objections in the light of the entire record, the Comunission found that the
total value of all of the outstanding capital stock of IHC of Cuba on June
10, 1960, the date of loss, was $9,758,219.30, and the value of that claimant's
stock interest was increased accordingly.

The Commission, therefore, has reopened this claim on its own motion,
and now finds that the value of this claimant's 47.167% stock interest in
[HC of Cuba on June 10, 1960 was §4,602,650.30,

Accordingly, the Certification of Loss in the Final Decision of April 13,
1970 is set aside and the following Certification of Loss will be entered, and
the Final Decision is affirmed in all other respects.

CERTIFICATION oF LOSS

The Commission certitfies that INTERCONTINENTAL HOTELS COR-
PORATION suffered a loss, as a result of 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 Four Million Six Hundred Thirty-
Seven Thousand Eight Hundred Ninety-Eight Dollars and Thirty Cents
{$4,637,808.30) with interest thereon at 6% per annum from June 10, 1960
to the date of settlement.

Dated at Washington, D.C., April 14, 1971.

IN THE MATTER OF THE CLAIM OF COLGATE-PALMOLIVE COMPANY
Claimm No. CU-0730—Decision No. CU-4547

Where warranted, the going concemn value of a Cuban enterprise may be
determined by applying a multiple of 15 to the enterprise s average annual
net earnings.

FINAL DECISION

Under date of March 4, 1970, the Commission issued its Proposed Decision
certifying a loss in favor of claimant in the amount of $5,427,581.84 plus
interest. The certification of loss represented losses sustained by claimant
in connection with its interest in

Crusellas v Cia., S.A. (Crusellas).............. TSR $3,529,603.62
Detergentes Cubanos S.A. (Detergentes) .. ceeeeeeee 1,781,572.82
Debt owed by Detergentes............o.oooos rerrr e 116,405.40

Total '5.427,581.84
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Claimant's objections were based on two grounds; namely: (1) that the
evidence established that claimant owned 35,858 shares of stock in Crusellas
and 94,636 shares of stock in Detergentes; and (2} that the Commission
erred in evaluating said stock interests by capitalizing the average annual
net earnings of the two Cuban corporations for the vears 1957 through 1959
at 10%, and should have given more weight to an opinion from Dillon, Reed
& Company that the aggregate value of both corporations was $40,000,000.00.

At the oral hearing held on January 12, 1971, testimony was presented by
Mr. James Henry Carpenter, an officer of claimant, by Mr. Mortimer Collins
who had prepared the opinion for Dillon, Reed & Company; and by Mr.
Norman M. Mintz, an economist; and counsel argued on behalf of cheaimant.

Mr. Carpenter testified that claimmant had cominencecd a vigorous sales
campaign in Cuba in 1953, promoting its detergents which were sold to the
Cuban public through the two Cuban corporations. He had remained in Cuba
until 1957, at which time the results of these efforts were being evidenced
by increased earnings of the two corporations.

Mr. Collins testified that his stucy of the operations of a number of Amer-
ican concerns as compared with claimant's operations led him to the conclu-
sion that the aggregate value of the two corporations should be determined
by applying a multiple within the range between 18 and 43 to the average
net earnings of the two corporations for the year 1959,

Mr. Mintz testified that he had made an independent study of a number
of American concerns, including claimant, which led him to conclude that
the two Cuban corporations were showing a high growth potential as shown
by progressively increasing earnings, thereby justifying a valuation of 20
times the net earnings for 1959, His testimony was supported by his written
opinion introduced in evidence at the oral hearing.

Counsel for claimant urged an increase in the multiple used by the Com-
mission in its Proposed Decision and a resultant increase in the Certifica-
tion of Loss based on the established extent of claimant's stock interests in
the two Cuban corporations.

Upon consideration of the oral testimony and the evidence and arguinents
presentecd at the hearing in the light of the entire record, the Comimission
now finds that claimant owned 35,858 shares of stock in Crusellas and 94,636
shares of stock in Detergentes on October 13, 1960, when both corporations
were nationalized by the Government of Cuba.

The evidence shows that the two corporations each hac a good growth
potential on the date of loss judging from the steady rise in net earnings in
the yvears immecliately prior to 1960. Accordingly, it is concluded that the
application of a higher multiple than was employved in the Proposed Decision
is warranted.

It would appear from the evidence presented that the growth potential of
the two corporations would normalhey levehe off at or about the rate prevailing
in 1939. The Comimission therefore finds that the net earmings of the two
corporations for 1939 represent, in effect, their average annual net earnings.

Considering the entire record, the Commission finds that the valuations
most appropriate in this case and equitable to the claimant are the results
obtained from applying a multiple of 15 to the net earnings of the two cor-
perations for 1959 to arrive at the going concern values of the corporations.

Since the record shows that the net earnings of Crusellas and Detergentes
in 1959 were $1,105,002.36 and $257,87 1.36, respectively, the Comimission
finds that their going concern values were $16,575,035.40 and $3,868,070.40,
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Considering the fact that the excess of cash plus current accounts receivable
over current accounts payable of the two corporations were $4,475,773.77
for Crusellas and $270,625.73 for Detergentes, the Commission finds that
the overall values of the two corporations were $21,050,809.17 and $4,138,-
696.13, respectively.

Inasmuch as Crusellas and Detergentes had 63,023 and 162,228 shares of
outstanding capital stock, respectively, on the date of loss, the Commission
finds that the values of each share of such stock were $334.0179 and $25.-
5116, respectivehey. Therefore, the values of claimant's stock interests were
$11,977,213.86 and $2,414,315.78, respectively.

The finding in the Proposed Decision as to the debt of $116,405.40 owed
claimant by Detergentes is affinmed.

Accordingly, the Certification of Loss in the Proposed Decision is set aside
and the following Certification of Loss will be entered, and the Proposed
Decision is affirmed in all other respects.

CERTIFICATION OF LOSS

The Commission certifies that COLGATE-PALMOLIVE COMPANY suf-
fered a loss, as a result of 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 Fourteen Million Five Hundred Seven Thousand
Nine Hundred Thirty-Five Dollars and Four Cents ($14,507,935.04) with
interest at 6% per annum from October 13, 1960 to the date of settlement.

Dated at Washington, D.C., February 3, 1971,

FPROPOSED DECISION

This claim against the Government of Cuba, under Title V of the Interna-
tional Claims Settlement Act of 1949, as amended, in the amount of $29,293,-
109.78, was presented by the COLGATE PALMOLIVE COMPANY, basead
upon the asserted loss of its stockholder interest in the Cuban companies
Crusellas ¥ Cia., 8.A., and Detergentes Cubanos, 8.A. because of the nation-
alization of these companies by the Goveriment of Cuba.

Under Title V of the International Claims Settlernent Act of 1949 [78
Stat. 1110 {1964}, 22 U.8.C. §§ 1643-1643K (1964, as amended, 79 Stat.
988 (19695)], the Commission is given jurisdiction over claims of nationals
of the United States against the Government of Cuba. Section 503(a) of the
Act provides that the Commission shall receive and determine in accordance
with applicable substantive law, including international law, the amount
and validity of claims by nationals of the United States against the Govern-
ment of Cuba arising since January 1, 1959 for

losses resulting from the nationalization, expropriation, intervention or
other taking of, or special measures directed against, property including
any rights or interests therein owned wholly or partially, directly or
inclirectly at the time by nationals of the United States.

Section 302(3) of the Act provides:
The term "property’ means any property, right, or interest including
any leasehold interest, and cdebts owed by the Government of Cuba or
by enterprises which have been nationalized, expropriated, intervened,
or takn by the Government of Cuba and debts which are a charge on
property which has been nationalized, expropriated, intervened, or taken
by the Government of Cuba.
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Section 502(1) (B) of the Act defines the term “national of the United
States” as a corporation or other legal entity which is organized under the
laws of the United States, or of any State, the District of Columbia, or the
Commonwealth of Puerto Rico, if natural persons who are citizens of the
United States own, direetly or indirectly, 50 per centum or more of the out-
standing capital stock or other beneficial intersst of such corporation of
entity.

The record shows that claimant was organized under the laws of the State
of Delaware, Further, the record discloses that at all pertinent times more
than 50% of claimant’s outstanding capital stock was owned by nationals of
the United States. An suthorized officer of claimant stated that on J SNUATY
24, 1966 there were outstanding 15218588 shares of claimant's stock, 1.4%
of which were registered in the names of stockholders who are presumed to
be nonnationals of the United States, The Commission holds that claimant
is & national of the United States within the meaning of Section 502(1) (B)
of the Act.

The evidence establishes and the Commission finds that claimant herein
owned a 1009 interest in Norwood International, Inc., which in turn owned
16,355 shares of Crusellas y Cia., S.A. stoek, and 114,139 shares of Deter-
gentes Cubanos, S.A. stock, both latter corporations organized under the
laws of Cuba. The evidence of record further shows and the Commission
finds that Crusellas y Cia,, S.A., and Detergentes Cubanos, S.A., were na-
tionalized by the Government of Cuba on October 13, 1960, by virtue of Law
No. 890, published in the Cuban Official Cazetlte on that date. Since the
Cuban firms were organized under the laws of Caba, they do not qualify as
corporate “nationals of the United States" within the meaning of Section
502(1) (B) of the Act, supra. In this type of situation, it has been held that
an American stockholder iz entitled to file a claim for the value of hiz own-
ership interest. (See Claim of Parke Davis & Company, Claim No, CU-0180,
1867 FCSC Ann. Rep. 33.)

The Act provides in Section 503(a} that in making determinations with
respect to the validity and amount of claims and value of properties, rights,
or interests taken, the Commission shall take into account the basis of
valuation most appropriate to the property and equitable to the claimant,
including but not limited to fair market value, book value, going concern
value, or cost of replacement.

The question, in all cases, will be to determine the basis of valuation
which, under the particular circumstances, is “most appropriate to the
property and equitable to the claimant”. This phraseclogy does not differ
from the international legal standard that would normally prevail in the
evaluation of nationalized property. It is designed to strengthen that
standard by giving specific bases of valuation that the Commission shall
consider,

The claimant has submitted balance sheets, profit and loss statements for
the years 1055-1959, and other information pertaining to the value of the
two Cuban corporations in question. In addition, the Commission has taken
into consideration the August 31, 1960, balance sheets of the two Cuban
corporations submitted by Frank J. Carbon, Executive Vice President of
Crusellas y Cia,, S.A. at the time of its nationalization, in connection with
his claim (Claim No. CU-0172) which, in part, is based upon stockholder
interesta in the two Cuban corporations now in-quiestion. These two balance
sheets are included in the record by reference.
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CRUSELLAS Y CIA, SA.

The balance sheet of August 31, 1960, for Crusellas y Cia., 8.A., reflects
the following in Cuban pesos, which were on a par with the United States

dollar:

Assets
Current Assets
T s T PSP PSPPI $ 2,343,183.29
Accounts Receivable (less Reserve $549,141.00)....... 2,561,482.79
INVENTOIIES. ..o oo 3,277 ,426.11
Total CUrrent ASSetS ... 8,182,092,19
Prepaid EXpPenses. v e e e 14%,554.08
Miscellaneous Investients  {less RESEI"VE - $37 597 00) 2,003.00
Property, Plant & Equipment
GTOBS cevn o erieiient e en e et e et ee e e e e ens $4,387,541.00
Less Reserve................. reerre s ceeeeenes 2,444, 552.00 1,942,989,00
GOOAWIIL. ... 1,260,000, 00
Inter-Company Accounts—Net ............. e 396,010.73
Total Assets.............. reerre s rerrreere s - $11,931,679.00
Liakilities & Capital
Current Liakbilities
Accounts Payable. ..., & 428,8092,31
Misc. Accruals & Reserves v 966,033.78
Total Current Liabilities ...........ooocciiiiin $1,394,926.09
Deferred Liabilities & Reserves.............. S, ceecveeanneo.145,388.84

1,540,314.92

Capital Stock & Surplus
Capital Stock [63 023 shares at $100 00)]  $6,302,300.00
Surplus..o.ooovoove i b ea b .a3,931,727.90 10,234,027.90

Inter-Company Account
Detergentes Cubanos, S.A ... 157 33617

Total Liabilities & Capital............ooonn $11,931,679.00

Additional evidence, submittecd by claimant, shows and the Commission
finds that the asset "Goodwill” was purchased by Crusellas y Cia., S.A., in
the amount stated in the balance sheet above.

The claimant argues that Crusellas v Cia., 8.A. had a going concern value
in the amount of 40 times the company's earnings in 1959 after Cuban
taxes, or $41,560,000.00.

In support of its argument, claimant submitted an opinion dated October
7, 1968, by Dillon, Reed & Co., Inc., in which Crusellas y Cia., S.A. is valued
at $40,000,000.00 on the basis of its asserted going concern value.

The recordd shows that Crusellas y Cia., 8.A. had annual earnings after
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Cuban taxes in the amounts of 737,500.00, 895,100.00 and 1,105,002.36 pesos
for the years ending December 31, 1957, through December 31, 1959,
amounting to an animal average of 912,534.12 pesos. Thus the company's
profits had been increasing progressively, indicating that the value of the
business in Cuba hard risen. However, the Commission does not share the
view that a prudent buyer would have paid $40,000,000.00 for Crusehelas y
Cia., 8.A. in 1960, when the previous years' profits indicated a return of
$1,105,002.36 only. In the Commission’'s opinion the going concern value
of Crusellas y Cia., 8.A. in 1960 may be arrived at by capitalizing the
average net earnings after Cuban taxes at 10%, instead of 2.25% as sug-
gested by cheaimant. Inasmuch as the average annual earnings of Crusellas
y Cia., 5.A. was 912,534.12 pesos, its going concern value would be 10
times that amount, or 9,125,341.20 pesos.

It is noted that Crusellas y Cia., 8.A., owned cash and accounts receiv-
able in the amounts of $2,343,183.29 and $2,561,482.79, respectively. Cash
and accounts receivable are corporate assets which increase the share-
holder's equity but are not the type of assets which create the going con-
cern value or, for such a reason, would be sold to and paid for by a
purchaser of the enterprise. Accordingly, the assets of cash and accounts
receivable, diminished by the accounts payable, should be added to the going
concern value in order to arrive at the amount of loss which the stock-
holders of Crusellas ¥ Cia., S.A. sustained by the nationalization of the
corporation by the Government of Cuba.

The balance sheet of August 31, 1960, includes in its assets an item en-
titled “Inter-Company Accounts—Net” in the amount of 396,010.73 pesos.
A comparison with previous balance sheets shows and the Commission
fincds that the 396,010.73 pesos in question were due from the parent COL-
GATE-PALMOLIVE COMPANY, the claimant herein. Inasmuch as it is
obvious that no amount due from the claimant corporation was taken by
the Government of Cuba in connection with the nationalization of Crusellas
y Cia., 3. A., this sum should be disregarded in arriving at the amount of
loss.

Accordingly, the loss may be calculated as follows:

Going concern value....... 9,125,341.20 pesos
[T | DT TR 2,343,163.29 pesos
Accounts receivable............ 2,561,482.79

4,904,666.08
Less : Accounts Payable.....covoeens A28 892 31 4,475, 773,77

13,601,114.97 pesos

Inasmuch as Crusellas y Cia., 3.A. had 63,023 shares of its stock out-
standing on the date of its nationalization, a date when the Cuban peso
was on par with the United States cdollar, the Clormmission finds that the
amount of loss sustained with respect to the ownership of one share of
Crusellas ¥ (Cia, S.A.stock amounted to $215.8119. Accordingly, the
Commission helds that claimant's 16,355 shares of Crusellas y Cia., S.A,,
had a value of $3,529,603.62 at the time of loss.

In view of the foregoing, the Commnission concludes that claimant sus-
tained a loss within the purview of Title V of the Act in connection with
its shares of stock in Crusellas y Cia., 8. A., in the amount of $3,529,603.62.
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DETERGENTES CUBANOS, S.A.

The balance sheet of August 31, 19260, reflects the following in Cuban
pesos, which were on a par with the United States dollar:

Assets
Current Assets
Cashe--v--. e eiaaas e eiaaas $ 270,469.78
ACCOUIES ReCEIV Al e o e s 19,014.09
Inventories....... [ [T [T rrrreaaeoaad 378,403,449

Total Current Assets.... . $667,887.36

Prepaid EXPelSes. oo, 99,945 .00
Miscellaneous Investments.... . 5,400,00
Less ReServe. .o 5,:399.00 1.00

Property, Plant & Equipment

GITOSS -+ -smsrmrsmnnmsnmsnmsmrsmsamsessmmsmmammsmsesre-se-ee-s 52,094,893.40
Less Reserve ............................................... 1,295,876.56 799,016.84
Inter-Company Account
Crusellas ¥ Cla,, B A 157,5356.17
B e 2 - N T ot PR $1,7’24,].86.37
Liakdlities & Capital
Current Liabilities
Accounts Payable.............. s - $ 176,194.31
Miscellaneous Accruals & Reserves ...... 145,406.93
Total Current Liabilities.... 3 321,604.24
Deferrec Liabilities & ReSEIrves ..o 0 28,588,27
350,192.51
Capital Stock & Surplus
Capital Stock (162,228 shares at $5.00) 811,140.00
Surplus -.ooeocean e e aaaas ceeeen 446,448 46 1,257,588.46
116,405.40

INter-Company ACCOUNTS «-ovvvovemrs s semrrs e vneeee 51,724, 186,37
Total Liabilities & Capital ................. e $1,724,186.37

The record shows that Detergentes Cubanos, 3. A., had annual earnings
after Cuban taxes in the amounts of 193,785.27, 226,813.95 and 257,87 1.36
pesos for the vears ending December 31, 1957, through December 31, 1959,
amounting to an annual average of 226,156.86 pesos. The steadily increas-
ing profits show that it was a growth operation.

The Commission has considered the contents of the document entitled
"Cuban Plant Evaluation” prepared by the claimant's Central Engineering
Department on March 7, 1963. In this appraisal the values of the real
property, plant, and equipment, owned by the two corporations in question
and taken by the Government of Cuba, is calculated on the basis of the
estimated cost of replacement as reduced by depreciation. The properties
of the two companies have not been separated in this annrsisil Tha .r,, _
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erty, plant, and equipment of the two corporations is estimated at $11,-
717,493.00, about 80.7% more than the original cost of $6,482,434.40, as
shown by the balance sheets above. Even the depreciated value of $8,382.-
170.00 is about 29.3% more than the original cost, The Commission is not
convineed that use of the appraisal values is appropriate and finds that
the value of the property taken by the Government of Cuba may be more
correctly and equitably computed by the method stated above than by
relying upon the wvaluation indicated in the document entitled “Cuban
Plant Evaluation”.

Accordingly, the Commission finds that Detergentes Cubanos, 8.A., had
a going concern value amounting to 10 times its annual average earnings
of 226,156,156.86 pesos or 2,261,568.60. Adding to that amount the cash
and accounts receivable. and diminishing it by the accounts payable, the
amount of loss sustained by the stockholders of Detergentes Cubanos, 5.A.,
may be ealeulated as follows:

Going coneern VAE .. 2,261,668.60 pesos
Cash : 270,469.78
Accounts receivadle ... 19,014,090
Inter-Company account
Crusellas y Cia., 8.A. ....cccccccvcvinee. 157,336.17
: 446,820.04
Less: Accounts payable ... ... . 176,194.31 270,625.73

2,532,194.33 pesos

Inasmuch as Detergentes Cubanos, S.A., had 162,228 shares of stock out-
standing on the date of its nationalization, a date when the Cuban peso was
on par with the United States dollar, the Commission finds that the amount
of loss sustained with respect to the ownership of one share of Detergentes
Cubanos, 5.A., stock amounted to $15.6088.

Accordingly, the value of claimant’s 114,139 shares of Detergentes Cu-
banos, S5.A. stock amounted to $1,781,57282,

It is noted by the Commission that one of the liabilities, identified as
“Inter-Company Accounts” in the sum of 116,405.40 pesos was an amount
due to the parent COLGATE-PALMOLIVE COMPANY, the claimant
herein. Since Section 502(3) defines “property”, among other things, as
“debts owed by the Government of Cuba or enterprises which have been
nationalized, . . . by the Government of Cuba”, the Commission finds that
claimant is entitled to a certification of loss on such account in the sum
of §$116,405.40,

SUMMARY
16,355 Shares of Crusellas y Cia., S.A.
stock at $215.8119 per share ... $3,629,603.62
114,139 shares of Detergentes Cubanos, S.A.
stock at $15.6088 per share ........ccocviiiiciicim. 1,781,572.82
Debt owed by Detergentes Cubanas, S A 116,405.40

»

$5,427,581.84
The Commission concludes that the aggregate amount of claimant’s losses,
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sustained within the purview of Title V of the Act, amounted to
$5,427,581.84.

The Commission has decided that in certification of losses on claims
determined pursuant to Title V of the Intemmational Claims Settlement Act
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 Claim of Lisle
Corporation, Claim No. CU-0644), and in the instant case it is so ordered.

CERTIFICATION OF LOS3

The Commission certifies that COLGATE-PALMOLIVE COMPANY
sustained a loss, as a result of 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 Five Million Four Hundred Twenty-seven
Thousand Five Hundred Eighty-one Dollars and Eighty-four Cents
($5,427,581.84) with interest thereon at 6% per annum from October 13,
1960, to the date of settlement.

Dated at Washington, D.C., March 4, 1970.

IN THE MATTER OF THE CLAIM OF UNION LIGHT AND POWER
COMPANY OF CUBA

Claim No. CU-0330—Decision No. CU-0286

Tremrs, such as intangibles, franchises, and licenses, may ‘not be allowed as
assets unless rhe evidence establishes rthe narure thereof cuid the fact thar
these items had values on the date of loss.

AMENDED PROPOSED DECISION *

Under date of September 20, 1967, the Clomimission issuecd a Proposed
Decision denying this claim on the ground that claimant had failed to sus-
tain the burden of proof. Subsequently, claimant submitted a substantial
amount of supporting evidence.

Upon consideration of the entire record, it is

ORDERED that the Proposed Decision be amended to read as follows:

This claim against the Governrnent of Cuba, under Title V of the Inter-
national Claims Settlement Act of 1949, as amended, was presented by
UNION LIGHT AND POWER COMPANY OF CUBA, in the amount of
$1,500,000.00, based upon the asserted loss of certain personal property in
Cuba.

Under Title V of the International Claims Settlement Act of 1949 [78
Stat. 1110 {1964}, 22 U.8.C. »1643-1643Kk (1964}, as amended, 79 Stat. 988
{1969) |, the Commission is given jurisdiction over claims of nationals of
the United States against the Government of Cuba. Section 503(a) of the
Act provides that the Commission shall receive and determine in accordance
with applicable substantive law, including international law, the amount
and validity of ¢laims by nationals of the United States against the Gov-
ernment of Cuba arising since January 1, 1959 for

losses resulting from the nationalization, expropriation, intervention or
other taking of, or special measures directed against, property includ-
ing any rights or interests therein owned wholly or partially, directly
or indirectly at the time by nationals of the Unitecd States.

' This decision was entered as the Commission s Fipal Decision on March 19, 19659,
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Section 502(3) of the Act provides:

The term “property’ means any property, right, or interest inclucling
any leasehold interest, and debts owed by the Government of Cuba or
by enterprises which have been nationalized, expropriated, intervened,
or taken by the Government of Cuba and cebts which are a charge on
property which has been nationalized, expropriated, intervened, or taken
by the Government of Cuba.

Section 502(1) (B) of the Act defines the term "national of the United
States” as a corporation or other legahe entity which is organized under the
laws of the United States, or of any State, the District of Columbia, or the
Commonwealth of Puerto Rico, if natural persons who are citizens of the
United States own, directly or indirectly, SO per centum or more of the
outstanding capital stock or other beneficial interest of such corporation
or entity.

The record shows that claimant was organized under the laws of the
State of Delaware. It appears that claimant had borrowed large sums of
money in 1929 and had used all of its outstanding stock as collateral. Upon
default and foreclosure, the creditor, also a Delaware corporation, acquired
title to said stock. In turn, this creditor corporation hacl pledged the stock
of claimant as collateral for its own promissory notes to a certain group
of noteholders, referred to as the Committee. In_ 1933, this Committee
acquired title to all of claimant's stock upon detault with respect to the
said notes, and entries were made in the stock transfer records of claimaint
0 show such cwnership by the Committee. The former noteholders who
were members of the Cominittee thus acquired stock interests in claimant
in direct proportion to the percentages their creditor interests bore to the
total indebtedness of claimant, the principal amount of which was $1,355,
(000.00 in 1933.

The largest single member of the Committes, the Continental Illinois
National Bank and Trust Company of Chicagoe, owning in excess of 70%
of claimant's stock, has certified, through one of its officers, that it was
organized under the laws of the IInited States and that over 75% of its
outstanding capital stock was owned by nationals of the United States.
Other evidence of record establishes that all of the members of the Com-
nmittee have been nationals of the United States at all pertinent times. The
Commission holds that claimant is a national of the United States within
the meaning of Section 302(1) (B) of the Act.

The evidence of record indicates that claimant operated an electric utility
company, not organized as a legal entity, which furnished electric power
in Oriente Province, Cuba. In connection with these operations, claimant
owned electric generating plants, power transmission lines, meters, materials
and supplies, and other necessary equipment, as well as bank accounts, and
accounts receivable from Cuban customers and the Govermunent of Cuba
who used clailmant's electricity.

On October 24, 1960, the Govermnent of Cuba published in its Official
Gazette Resolution 3 pursuant to Law 851, which listecl as nationalized the
UNION LIGHT AND POWER COMPANY OF CUBA. The Comrmission
fincs that all of claimant's properties in Cuba were nationalized on October
24, 1960, as a result of which claimmant sustained a loss within the meaning
of Title V of the Act.

The Act provides in Section S03(a) that in making determinations with
respect to the validity and amount of claims and value of properties, rights,
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or interests taken, the Commission shall take into account the basis of
valuation most appropriate to the property and equitable to the claimant,
including but not limited to fair market value, book value, going concern
value or cost of replacement.

The question, in all cases, will be to determine the basis of valuation
which, under the particular circumstances, is "most appropriate to the
property and ecuitable to the claimant”. The Cormunission has concludec
that this phraseclogy does not differ from the international legal standard
that would normally prevail in the evaluation of nationalized property and
that it is designed to strengthen that standard by giving specific bases of
valuation that the Commission shall consider; i.e., fair market value, book
value, going concern value, or cost of replacement.

Claimant asserts that its assets in Cuba had an aggregate value of
$1,500,000.00, and submits the following in support of its assertion:

1. Certain Wwritten reports in 1954 and 1956 to the effect that offers
had been made to purchase claimant's assets in Cuba for approximately
$500,000.00;

2. A written report in January 1960 that c¢laimant'sg representative in
Cuba had offered to sell claimant's assets for approximately $1,000,000.00;

3. An affidavit, dated March 4, 12968, from claimant's former general
manager of its business in Cuba, stating that in September 1960, when the
nationalization of claimant was being proposed by Cuba, a Cuban Govern-
ment official offered to compensate claimant for its properties in Cuba in
the amount of $1,010,000.00 in the form of 42 per cent honds.

The record, however, contains 1o written offer of a definite amount
from any prospective purchaser, and it appears that in 1954 the Commitiee
passed a resolution authorizing the sale of the assets for $500,000.00 "or
better”.

Included in the record are interim statements of income and balance
sheet figures for each of the months from July 1959 through February
1960, auditecd balance sheets for the periods ending June 30, 1937, June
30, 1938, and June 30, 1959, as well as related profit and loss statements.
A balance sheet as of February 29, 1960, prepared from these interim
figures discloses the value of claimant's assets as follows, which has been
certified by an officer of claimant as fairly representing claimant's financial
condition at that time:

CASNL ettt $ 4143197
Less amount maintained in a
bank in the United States

Net cash in Cuba.. $41,131.54
Accounts pecelvable [fmm Cul)an natlonals] 75,504.90
Materials and supplies ................. SN RN 20,963.73
Debts owed by Cuban Government ancl Mu111c1pa11tles

for electricity supplied . oo 78,603.25
Deferred Chalge'-; 25,321.74
L T =TT U OO RN 59,126.19
INVESTIMEIIES . o e e e e e e e e e 1.00
Properties, plants and equipment...........ccon $1,050,081.55

Less reserve for depreciation....... S, <ee-ee-529,609.59
Net properties, plants and equipment .............ococo 520,471.96

Total ASSELS e $831,126.31
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In an affidavit, dated January 16, 1969, an officer of claimant has stated
that the amount claimed includes all "intangibles," and that the assets
shown in the interim balance sheet of February 29, 1960 did not include
any ammounts for "franchises and licenses." The record, however, contains
nothing that would either indicate the nature of these intangibles, franchises
and licenses, or establish their value on the date of loss. Moreover, no such
items are included in the audited balance sheets of June 30, 1957, June 30,
1958, or June 30, 1959,

Said three balance sheets were accompanied by explanatory statements,
one of which was repeated on each occasion. The auditors stated that they
were unable to express an opinion concerning the values appearing in the
three balance sheets for the properties, plants and equipment inasmuch as
no depreciation had heen taken for the transmission lines and certain fully-
depreciated items were included. Claimant's explanation with respect to
the transmission lines was that depreciation for such property was not
allowed as a deductible expense for Cuban income tax purposes, which fact
was corroborated by the auditors. It does not appear that the financial
picture of claimant as of February 29, 1960 is distorted by the inclusion
of fully-depreciated items because such depreciation apparently was part
of the reserve for depreciation, which recduced these assets by more than
509({ as of February 29, 1960.

Having fully considered all the evidence of record, the Commission finds
that the valuation most appropriate to the property and equitable to the
claimant is that reflectec in the interim balance sheet as of February 29,
1960.  Although that financial statement was not aucdited, it appears upon
comparison with the three audited balance sheets, and particularly the
latest one as of June 30, 1959, that the values set forth in the balance sheet
as of February 29, 1960 fairly represent the financial condition of claimant,
as stated by an officer of claimant. With respect to claimant's transinission
lines located in Cuba, the Commission finds no valid basis for reducing the
value thereof on account of depreciation because the laws of Cuba pro-
hibited depreciation of such property for income tax purposes. Inasmuch
as the Commission's statutory duty is to determine, inter alia, the value
of property in Cuba on the date of loss, the Commission holds that any re-
cduction for depreciation of claimant's transimission lines under the cir-
cuinstances would not be appropriate to the property or equitable to the
claimant. Accordingly, no reduction in the value of said property on account
of depreciation is made.

There being no evidence to establish the nature of the intangibles,
franchises and licenses, or to establish their value on the date of loss, that
portion of the claim is deniecl.

The Cominission finds that the aggregate value of clailmant's assets in
Cuba on October 24, 1960, the date of loss, was $831,126.31. It appears
from the balance sheet of February 29, 1260 that claimant was indebtecd
to Cuba for taxes in the amount of $10,155.82. The Cominission has held
that in a claim against Cuba under Title V of the Act, an amount due the
Republic of Cuba for taxes should be applied in reducing the amount of
loss sustained, on the theory of set-off. (3ee  Ciaim of Simmons Company,
Claim No. CU-2303.)

Accordingly, the Commission finds that the net loss sustained by claimant
within the meaning of Title V of the Act was the amount of $820,970.49,

The Commission has decided that in certification of losses on claims
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pursuant to Title ¥V of the International Claims Settlement Act 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 Claint of Lisle Comporation,
Claim No. CU=-0644], and in the instant case it is so ordered.

CERTIFICATION OF LOSS

The Cormmnission certifies that UNION LIGHT AND POWER COMPANY
OF CUBA suffered a loss, as a result of actions of the Government of Cuba,
within the scope of Title ¥ of the International Claims Settlement Act of
1949, as amended, in the amount of Eight Hundred Twenty Thousand Nine
Hundred Seventy Dollars and Forty-nine Cents ($820,970.49), with interest
thereon at 6% per annum from Qctober 24, 1960 to the date of settlement.

Dated at Washington, D.C., February 19, 1969,

IN THE MATTER OF THE CLAIM OF PAN-AMERICAN LIFE
INSURANCE COMPANY

Claim No. CU-3651—Decision No. CU4212

On the basis of competent evidence, the vallie of an insurance company's
issued policies may be determined by finding its gross equity therein and
reducing it by appropriate discount rates.

FINAL DECISION

Under date of November 26, 1969, the Comunission issued its Proposed
Decision on this claim, certifving a loss in the amount of $7,821,638.51 plus
interest in favor of claimant, and denying portions of the claim based on
bonds of the Cuban Telephone Company, on debts cdue from claimant's in-
sureds secured by the cash surrender of their policies, and on good will or
going concern value. Subsequently, claimant objected, submitted new evi-
dence and requested an oral hearing which was held on June 9, 1971.

At the hearing an actuary, A. Anthony Autin, Jr., testified on behalf
of claimant, and counsel presented oral argument.

Upon consideration of the new evidence, including the testimony and
arguments offered at the oral hearing, in light of the entire record, the
Commission finds as follows:

1. Bank Accounts

The Commission finds that on October 24, 1960, the date of loss,
claimant owned bank accounts in Cuba having an aggregate value of
$406,551.98, rather than $107,248.80 as set out in the Proposed Decision.

2. Cuban Telephone Company Bonds

The Commission finds that claimant owned bonds of the Cuban Tele-
phone Company in the fact amount of $500,000.00.

The Coimmmission has held that a ¢laim based upon debts of the Cuban
Telephone Company is within the purview of Title ¥V of the Act because,
although the Cuban Telephone Company was a national of the United
States at all pertinent times, it is now defunct. In the Claim of rterna-
tional Telephone and Telegraph Company, (Claim No. CU-26 15), the Com-
mission found that the assets of the Cuban Telephone Company had been
taken by the Government of Cuba on August 6, 1960. Accordingly, the
Commission finds that on August 6, 1960, claimant sustained a loss in the
amount of $500,000.00.
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The Commission finds that on October 24, 1960, the date of loss,
claimant was indebted to Cuba in the amount of $6,059.55, which must be
decducted in determining claimant's losses under Title V of the Act, rather
than $16,850.34, as set out in the Proposed Decision.

4. Goodwill or Going Concern Value

The record shows that over the years claimant had built up a viable
organization in Cuba through which claimant conducted its insurance busi-
ness in that country. Claimant had expended time, effort and funds in
creating an organization which was producing profits on the date of loss
and which would continue to de so in the future.

The Commission therefore finds that on the date of loss claimant owned
two assets that were not shown on its books and records. One such asset is
claimant's equity in the insurance contracts it had issued; the other such
asset is not goodwill or going concern value, but rather, is the value of
its business organization in Cuba, its "going business" value.

Ecuaty in msurance Contracts

Claimant has submitted a detailed memorandum and supporting schedules
prepared following a thorough analysis of its Cuban operations. Employing
projections beginning January 1, 1960, the analysis projects profits for the
years 1960 through 1975 based on claimant's issued insurance contracts.
The resulting amounts each year are then discounted at the rate of 4 per
annum to arrive at the values on October 24, 1960, the date of loss, which
aggregate $1,498,847.00. These are in effect, reserves.

Upon consideration of the entire record, the Commission finds that claim-
ant's projections are fair and reasonable, except as to the year 1960, for
which the Commission cannot agree as to the asserted discount rate. Inas-
much as the date of loss was October 24, 1960, the Commission finds no
valid basis for including 1960 in this computation. With respect to the
discount rate, the Commission has held in other ¢laims against Cuba in
which projected amounts for future years were concerned that a 12%
per annum discount rate is appropriate. (See Claims of Moa Bay Mining
Company, et al.,, Claim Nos. CU—2619 and CU—2573.) The Commission finds
that a discount rate of 12% per annum should be applied in this case. The
Commnission therefore finds that claimant's equity in the insurance contracts
had the following aggregate value on October 24, 1960:

Year Gross Equity Net Equity
1961 $ 211,075.00 $158,459.79
1962 189,697,000 151,225,321
1963 170,971.00 121,693.74
1964 153,874.00 97, 780.70
1965 138,486.00 78,080.70
1966 124,638.00 63,145.47
1967 112,174,000 50,741.80
1965 100,956.00 40,77 441
1969 90,861.00 32,765.39
1970 81,772.00 X3,320.54
1971 T3,097.00 21,157.37
1972 56,235.00 17,001.64
1973 59,614.00 13,661.98
1974 53,652.00 10,978.27
1975 45,287.00 5,521.54

=7 al, OAr om
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Accordingly, the Commission finds that the aggregate value of claimant's
contracts on Octoher 24, 1960 was $923,126.75.
Going Business Value
Considering the fact that claimant had 30 trained agents in Cuba operat-
ing through a well-developed business organization, the Commission finds
that claimant's valuation of its "going business” value is fair and reason-
able, particularly since the record shows that its investment in each of the
agents Was $10,875.00. The Commission therefore finds that claimant 's
organization in Cuba had a "going business” value of $187,941.00 on Octo-

ber 24, 1960.
Claimmant's losses are summarized as follows:

ltem of Property Date of Loss Amount
4 ',&3 % Bonds, 1937-1977 Qctober 24, 1960 14,200,34
1°% Bonds, 1953-1983 October 24, 1960 $1,457,000.00
4= Bonds, 1950-1980 October 24, 1960 182,280.00
2'4 % U.8. Treasury Bonds October 24, 1960 7,135.00
Cuban Telephone Company Bonds August 6, 1960 S00,000.00
Cuban Electric Company
Mortgage Bonds August 6, 1960 S08,472.22
Financiera Nacional de Cuba August 17, 1960 62,500.00
Mortgages October 14, 1960 o,471,399.16
Bank Accounts October 24, 1960 406,321,958
Agents’ Balances October 24, 1960 10,251.98
Receivables October 24, 1960 9,279.79
Furniture and Fixtures October 24, 1960 8,07 1.60
Petty Cash October 24, 1960 150.00
Equity in Insurance Contracts October 24, 190 923,126.75
"Going Business” October 24, 1960 187,941.00
Taotal $9,748,550.582

The Commission reaffirms its conclusion that the taxes claimant owed to
Cuba in the amount of $6,059.55 should be deducted from the losses that
occured on October 24, 1960, Therefore, claimant's losses on October 24,
1960 amounted to $3,200,428 89 ($3,206,488.44 minus $6,059.55).

Claimant is also entitled to interest at the rate of 6% per annum from
the respective dates of loss to the date of settlement, as follows:

FROM
August 5, 1960.............. breerereeeeaans breerereeeeaans $1,008,472.22
August 17, 1980 B52,000.00
October 14, 1980 e 0,471,399, 16
Octoher 24, 1960 e 3, 200,428,889
Total..ooo $9,742,800.27

Accordingly, the Certification of Loss in the Proposed Decision is set

aside, the following Certification of Loss will be entered, and the remainder
of the Proposed Decision as amended herein, is affirmed.

CERTIFICATION OF LASS

The Commission certities that PAN-AMERICAN LIFE INSURANCE
COMPANY suffered a loss, as a result of actions of the Government of
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Cuba within the scope of Title V of the Internationahe Claims Settlement
Act of 1949, as amended, in the amount of Nine Million Sevenn Hundred
Forty-Two Thousand Eight Hundred Dollars and Twenty-Seven Cents
{($9,742,800.27) with interest at 6% per annum from the respective dates
of loss to the date of settlement.

Dated at Washington, D.C., July 6, 1971.

IN THE MATTER OF THE CLAIM OF WARREN AND ARTHUR
SMADBECK, INC., ET AL.

Claim No. CU-2465—Decision No., CU=967

Values of stock interests in nationalized Cuban corporations must be estab-
fished as of the dates of loss, Evidence fndicating values thereof several
years priov to such dates of loss is intfifscient to justify a Certification
of Loss,

AMENDED FPROFOSED DECISION*

Under date of January 17, 1968, the Comimission issued a Proposed De-
cision denying this claim for lack of proot. The claim had been filed
originally by WARREN AND ARTHUR SMADBECEK, INC. Subsequently,
the original claimant submitted evidence in support of this claim, which
establishes, inter alia, that its wholly-owned Florida subsidiary, ST. AU-
GUSTINE SOUTH, INC., owned an interest in the property in question.

Upon consideration of the new evidence in light of the entire record, it is

ORDERED that ST. AUGUSTINE SOQOUTH, INC., heresafter referred
to as 3T. AUGUSTINE, be added as party claiimant; and be it further

ORDERED that the Proposed Decision be and it is herein amended.

The record shows that WARREN AND ARTHUR SMADBECK, INC.,
hereafter referred to as SMADBECK, was organized under the laws of
New York, and that at all pertinent times more than 50% of SMADBECK'S
outstanding capitahe stock was owned by nationals of the United States. An
authorized officers of SMADBECK has certified uncler date of July 10,
1969 that 100% of SMADBECK'S outstanding capital stock was owned by
nationals of the United States. The record further shows that 8T. AUGUS-
TINE was organized under the laws of Florida, and that at all pertinent.
times 100% of its outstanding capital stock was owned by SMADBECK.
The Commission holds that SMADBECK and ST. AUGUSTINE are na-
tionals of the United States within the meaning of Section 502(1) (B) of
the Act, which defines the term "national of the United States" as a cor-
poration or other legal entity which is organized under the laws of the
United States, orr of any State, the District of Columbia, or the Cormmorn-
wealth of Puerto Rico, if natural persons who are citizens of the United
States own, directly or indirectly, 50 per centum or more of the outstanding
capital stock or other beneficial interest of such corporation or entity.

PRESIDENTE CORPORATION

SMADBECK asserts that it owned a 100% stock interest in Presidente
Corporation, a Cuban corporation hereafter referred to as Presidente. In

B
This decision was entered as the Commission's Final Decision on April 14, 1971 after
consideration of claimant's objections,
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support thereof, SMADBECK has submitted copies of stock certificates and
other evidence establishing that it owned 220 shares of preferred stock
and 2,000 shares of common stock in Presidente. It is asserted that SMAD-
BECK also owned 60 more shares of preferred stock in Presidente, but that
the certificates for these additional 60 shares are not available. According
to SMADBECK, Presidente's total outstanding capital stock consisted of
280 shares of preferred stock and 2,000 shares of common stock.

The record includes copies of a comparative balance sheet for Presidente
as of March 31, 1957 and March 31, 1958 and supporting schedules {Exhibit
MMM]. SMADBECK states that no other financial statements or other
evidence concerning the value of Presidente is available, all such records
having been maintained in Cuba. With respect to President’'s outstanding
capital stock, the comparative balance sheet shows only 2,000 shares of
common stock. There is nothing in the record to indicate why the preferred
stock does not appear in that balance sheet.

The Commission finds it unnecessary to determine whether SMADBECK
owned a 100% stock interest in Presidente since other factors are dispositive
of this portion of the claim.

On October 24, 1960, Cuba published in its Official Gazette Resolution 3
pursuant to Law 851, which listed as nationalized the Presidente Corpora-
tion. Since Presidente was organized under the laws of Cuba, it does not
qualify as a corporate "national of the United States" within the meaning
of Section 502(1) (B) of the Act, supra. In this type of situation, it has
been held that an American stockholder is entitled to file a claim for the
value of his ownership interest. {(See Claim of Parke, Davis & Company,
Claimm No. CUU-0180, 1967 FCSC Ann. Rep. 33.)

The Act provides in Section 303 (a) that in making determinations with
respect to the validity and amount of claims and value of properties, rights,
or interests taken, the Commission shall take into account the basis of
valuation most appropriate to the property and equitable to the claimant,
including but not limited to fair market value, book value, going concern
value, or cost of replacement.

The question, in all cases, will be to determine the basis of valuation
which, under the particular circumstances, is "most appropriate to the
property and equitable to the claimant”. This phraseology does not differ
from the international legal standard that would normally prevail in the
evaluation of nationalized property. It is designed to strengthen that
standard by giving specific bases of valuation that the Commission shall
consider.,

As indicated above, the only available evidence concerning the value of
Presidente is its cormparative balance sheet as of March 31, 19537 and
March 31, 1958, That balance sheet shows that the net worth of Presidente,
or the excess of its assets over its liabilities, as of March 31, 1957 was
$36,015.25 and as of March 31, 1958 was $14,369.33, the Cuban peso being
on a par with the United States dollar. If further appears fromn the sup-
porting schecdules accompanying the balance sheet that Pregidente had a
deficit as of April 1, 1936 in the amount of $62,082.41; that it earned a
profit of $10,007.66 for the year ending March 31, 1957, leaving a net
deficit of $51,984.75; and that it had a loss for the year ending March 31,
1958 in the amount of $21,645.92, resulting in a deficit of $73,630.67 as of
March 31, 1958. Inasmuch as its capitahe is shown as $88,000.00 in the
comparative balance sheet, the net worth of Presidente as of March 31, 19358
was $14,369.33.
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SMADBECK asserts a claim in the amount of $14,000.00 for its stock
interest in Presidente. It has subrmitted a copy of an extract from its
records (Exhibit S85) which indicates that SMADBECK's investiment in
preferred stock of Presidente was $11,000.00 as of Decemnber 31, 1959,
SMADBECK has stated that its investment in Presidente was $14,000.00,
including $3,000.00 "allotted to the common stock” of Presidente held by
stockholders of SMADBECK and later assigned to SMADBECK.

The Regulations of the Commission provide:

The claimant shall be the moving party and shall have the burden of
proof on all issues involved in the determination of his claim. (FC3C
Reg., 45 C.F.R. §331.6(d] (Supp. 1967}.)

The Commission finds that while the amount of SMADBECK's investment
in Presidente has some probative value, it is insufficient to establish the
value of Presidente on October 24, 1960, the date of loss. The Commission
finds that the comparative balance sheet for Presidente, indicating its value
as of March 31, 1958, over 2 Jz years prior to the date of loss, in likewise
an insufficient basis for determining the value of a stock interest in Presi-
dente on the date of loss.

Accordingly, it is concluded that SMADBECK has failed to meet the
burden of proof with respect to the portion of its claim for a stock interest
in Presicdente. This portion of its claim is, therefore, denied.

GULFVIEW HOTEL, S A.

SMADBECK asserts that it owned a 100% stock interest in Gulfview
Hotel, 8.A., a Cuban corporation also known as Hotel Vista del Golfo, S.A.,
hereafter referred to as Gulfview. It has submitted copies of stock certifi-
cates and other evidence establishing ownership of 490 shares outof a
total of 670 shares of outstanding capital stock of Gulfview. SMADBECK
states that it is unable to locate the other 180 shares of stock.

Here again, the Commission finds it unnecessary to determine the extent
of SMADBECK's stock interest in Gulfview.

On the basis of the evidence of record, which indicates that Gulfview
was affiliated with Presidente, the Commission finds that Gulfview was
nationalized by the Government of Cuba on October 24, 1960,

SMADBECK claims $19,333.34 as the value of its stock interest in Gulf-
view on the basis of its investment in acquiring assigimments of the shares
of stock on December 31, 1939, The only evidence which SMADBECK has
subinitted in support of its assertecd value of said stock interest is a copy
of a balance sheet for Gulfview as of December 31, 1957 (Exhibit 000).
That balance sheet shows that the net worth of Gulfview as of December
31, 1957 was $33,747.91. It further appears that as of January 1, 1957,
Gulfview had a deficit of $1,829.10 and earned a profit of $2,077.01 for
1957, resulting in a surplus of $247.91 as of December 31, 1957,

For the reasons stated with respect to the stock interest in Presidents,
nruiatis noutandis, the portion of SMADBECK's claim for a stock interest
in Gulfview is denied.

NORTH SHORE FEAL ESTATE CORPORATION

SMADBECK asserts that it owned a 100% stock interest in North Shore
Real Estate Corporation, a Cluban corporation hereafter referred as to
North Shore. It has submitted copies of stock certificates and other evidence
establishing ownership of 30 shares out of an asserted total of 40 shares
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of outstanding capital stock of North Shore. SMADBECK states that it is
unable to locate the stock certificates for the other 10 shares.

For the reasons stated with respect to Presidente and Gulfview, no de-
termination is being made as to the extent of SMADBECK's stock interest
in North Shore.

The Commission finds that North Shore, which was also associated with
Presidente, was nationalized by the Government of Cuba on October 24, 1960,

SMADBECK claims $42,400.00 as the value of its stock interest in North
Shore bhasecd upon its investinent in acquiring assignments of the Shares
of stock on December 31, 1959,

Inasmuch as the record contained neither a balance sheet for North Shore
nor any other evidence upon which to determine the value of a stock in-
terest in North Shore on the date of loss, the Commission suggested the
subinission of evidence in this respect. SMADBECK's response was that
no evidence was available to establish the nature or value of North Shore's
assets and liabilities, It sulunitted a copy of an extract from its books and
records (Exhibit 888}, showing that its investment in North Shore as of
December 31, 1959 was $42,400.00. SMADBECK further stated that all
records were left in Cuba, and that individuals with personal knowledge of
the facts are now deceased or unavailable,

For the reasons stated with respect to Presidente and Gulfview, the
portion of SMADBECK's claim for a stock interest in North Shore is
denied.

DEET DUE FROM PRESIDENTE

The Commission has held that debts of nationalized Cuban corporations
are within the purview of Tithee V of the Act. (See (laim of Kramer, Marx,
Greenlee and Backus, Claim No. CUJ-0105, 25 FCSC Semiann. Rep. 62
[July-Dec. 1966].)

SMADBECK asserts that it was owed a debt fromm Presidente in the
amount of $13,760.00. The record includes a cancelled check in the amount of
$3,000.00, drawn December 2, 1959, by ST. AUGUSTINE in favor of
Presidente, and a bank statement establishing that ST. AUGUSTINE's
bank account with a Cuban bank had been reduced by $3,000.00 (Exhibit
33).

It is stated by SMADBECK that ST. AUGUSTINE was its agent for
this purpose; that the balance of the amount claimed, $10,760.00, was repre-
sented by funds in Cuba belonging to ST. AUGUSTINE,; and that docu-
ments corroborating these statements were left in Cuba. Subsequently,
SMADBECK submitted a copy of an abstract from its books and records
(Exhibit $38). That extract shows that as of Deceimnber 31, 1939 Presi-
dente was indebted to SMADBECK in the amount of $8,000.00.

On the basis of the entire record and in the absence of evidence to the
contrary, the Conunission finds that on October 24, 1960, the date of loss,
Presidente was indebted to ST. AUGUSTINE in the amount of $3,000.00,
and to SMADBECK in the amount of $8,000.00. The Conunission concludes
that claimants sustained losses in those amounts within the meaning of

Title V of the Act.
DEBT DUE FROM GULFVIEW

SMADBECK claims that Gulfview owed it $30,300.00. It states that the
debt had been $13,000.00; had been reduced to $12,300.00, and that a
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further loan of $18,000.00 to Gulfview had been made by its agent, ST.
AUGUSTINE, on February 18, 1960, The record includes a cancelled check
for $18,000.00, dated February 18, 1960, drawn by ST. AUGUSTINE in
favor of Gulfview, and a bank statement establishing that ST. AUGUS-
TINE's bank account with a Cuban bank had been reduced by $18,000.00
{Exhibit TT}. A copy of an extract from SMADBECK's books and records
{Exhibit 558) shows that as of December 31, 1959 Gulfview owed SMAD-
BECK $12,300.00.

Based upon the entire record and in the absence of evidence to the con-
trary, the Commission finds that on October 24, 1960, the date of loss,
Gulfview was indebted to ST. AUGUSTINE in the amount of $18,000.00,
and to SMADBECK in the amount of $12,300.00. It is concluded that
claimants sustained losses in those amounts.

DEBT DUE FROM NORTH SHORE

SMADBECK claims that North Shore owed it $15,500.00. The record
includes a copy of a note in Spanish and a translation thereof (Exhibits
VV and WW), showing a debt due SMADBECK by North Shore in the
amount of $15,500.00; several letters corroborating this debt (Exhibits
YY, ZZ, AAA and BBB) ; and a copy of an extract from SMADBECK's
books and records (Exhibit 88S) as further proof of the debt due trom
North Shore.

On the basis of the foregoing evidence, the Commission finds that on
Cetober 24, 1960, the date of heoss, North S8hore was indebted to SMAD-
BECK in the amount of $15,500.00. It is concluded that SMADBECK
sustained a loss in that amount.

R