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Via Priority Mail

April 8, 2004

Honorable Eliot Spitzer, Esq.

Attorney General of the State of New York
120 Broadway

New York, New York 10271-0332

Re:  Sovereign Credit Rating and U.S. Underwriting of Debt Securities of the
People’s Republic of China;

Deceptive Practices, Inadequate Disclosure, Misleadine Credit Analyses.
Violations of U.S. and International Laws, Selective Enforcement of
Mnltilateral Agency Policies, Unlawful Diversion of Monies Due

Individual Bondholders.

Dear Mr. Spitzer:

I respectfully wish to bring to your attention a situation which I believe represents a grave
injustice to thousands of American bondholders, including residents of New York State.
As a class, these bondholders continue to suffer economic harm as a result of the actions
of the Government of the People’s Republic of China acting in concert with the major
credit rating agencies and the complicity of various U.S. underwriters including Morgan
Stanley, J.P. Morgan, Goldman Sachs, Citigroup and others which are actively assisting
the People’s Republic of China in the issuance of new debt securities in the U.S. capital
markets.

The American Bondholders Foundation (the “ABF") is the duly incorporated national
organization representing the consolidated claims of thousands of United States
bondholders located across America who are holders of full faith and credit sovereign
bonds issued by the Government of China and on which that government has defaulted
and continues to evade payment to American citizens. Although repeated demands by
individual U.S. bondholders to China for payment of these obligations have been ignored
for years by the Chinese Government, the People’s Republic of China has previously
settled an identical series of these bonds with citizens of Great Britain in 1987.]

The series of bonds which are the subject of the ABF collection action were issued by the
Government of China as full faith and credit sovereign obligations of the Chinese
Government, and were sold to individual investors within the United States by various
institutions including Deutsche Bank and HSBC Bank.

' The People’s Republic of China negotiated a settlement accord with British bondholders in June of 1987.
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Under established principles of international law and accepted conventions of
international trade and commerce, a successor government is liable for payment of the
pre-existing sovereign debt of a predecessor government.”

Subsequent to defaulting on the external bonded debt represented by this series of bonds,
the Government of China pledged its intention to resume service on the debt when
economic conditions permitted, although the People’s Republic of China has not made
any payments on the bonds.® The continued evasion of payment to American citizens
who are holders of the Bonds represents a discriminatory attempt to evade payment of
full faith and credit sovereign debt by a country which possesses the financial ability to
pay such legitimate claims.

The ABF is duly incorporated under the laws of the state of Delaware. The ABF and its
members have retained the law firm of Stites & Harbison to act as counsel in the matter
of collecting on the defaulted Chinese government debt.® On June 13, 2001, at the
direction of the White House Counsel, the United States Department of State and the
Securities and Exchange Commission, the ABF contacted the Foreign Bondholders
Protective Council (the “FBPC”) to initiate collection proceedings on these defaulted
obligations. The FBPC was created by Presidential Executive Order to assist U.S.
citizens in collecting on defaulted debts of foreign issuers and has successfully completed
collection of 47 previous defaulted bond settlements. The ABF has been featured
extensively by the international print and broadcast media, including the British
Broadcast Corporation, Financial Times, Wall Street Joumal, Associated Press,
Bloomberg Financial News, USA Today, Congressional Quarterly, Voice of America,
Business Week and Barron’s Financial News. The ABF has also hosted a congressional
forum with the participation of the National Congress of American Indians.’

The most prevalent obligation for which payment is sought by the ABF is the Chinese
Government 5% Reorganization Gold Loan. This class of obligations was issued by a
global syndicate of international banks and was sold to investors in the United States and

% Refer to series of Memorandums issued by the law firm of Stites & Harbison PLLC for a comprehensive
discussion of this doctrine including relevant authorities (copies of Stites & Harbison Memorandums and
Choate Valuation Memorandum provided as tab “6" of companion reference binder).

? See letter dated December 11, 1979 from Mr. J. Brian Attwood, Assistant Secretary for Congressional
Relations, U.S. Department of State, addressed to the Honorable Charles A. Vanik, Chairman of the
Subcommittee on Trade, Committee of Ways and Means, U.S. House of Representatives.

* Refer to Stites & Harbison Memorandum addressed to Members of the United States Congress (February
22, 2002) for a comprehensive analysis of legal issues. The Memorandum affirms the rights of American
citizens to collect payment on their legally valid outstanding claims. Refer to Stites & Harbison
Memorandum to Members of the United States Congress (May 30, 2003) for a discussion of issues
involving the Foreign Claims Settlement Commission. See also, Choate Valuation Memorandum (June 23,
2002).

3 Federally-recognized American Indian tribes constitute eligible recipients of the charitable and
humanitarian programs to be funded from the 30% contribution of debt collection proceeds. The charitable
and humanitarian programs will be administered under the auspices of the affiliated ABF foundation.






