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VIA FEDERAL EXPRESS AND FACSIMILE

His Excellency Jason C. Yuan, Representative (202) 966-8639

Taipel Economic and Cultural Representative Office in the United States
4201 Wisconsin Avenue, N. W,

Washington. D.C. 20016

l.ce Sush-Der, Minister of Finance (011) 886-2-23568774
Ministry of Finance of the Republic of China

2, Atguo W. Road

Taipei, 10066

Taitwan, Republic of China

Fal-Nan Perng. Governor (011) 886-2-2357-1971
Central Bank of the Republic of China

2.Scc. 1, Roosevelt Road

Taipet, 10066

Taiwan, Republic of China

President Ma Ying-jeou

President of the Republic of China on Taiwan and Chairman ot the Kuomintang
Office of the President of the Republic of China on Taiwan

122, Sec. 1. Chongging S. Rd.

Zhongzheng District. Taipei City 100

Taiwan, Republic of China

Re: Chinese Government Full Faith and Credit Sovereign Debt in the Form of
Bearer Bonds - DEMAND FOR FAIR SETTLEMENT OF CLAIMS

Dear Ofticials of the Republic of China:

Please be advised that the undersigned serves as counsel to the Starwood Trust, a
Trust organized under the laws of the State of Arizona. the Trustee of which is Sovereign
Advisers, Inc.. an Arizona corporation. The Starwood Trust represents the holders of the various
series of full faith and credit sovereign obligations issued in mainland China by the National
Government of the Republic of China (the ~Chinese Government™) prior to 1949, The
obligations were issued in order to consolidate China’s financial needs and were guaranteed by
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tax revenue and other assets. These obligations of both the former and the successor National
Government of China. whom also guaranteed payment on the former government’s loans. were
issued in the form of bearer bonds and were offered and sold to investors around the world by the
Chinese Government and its authorized agents and representatives.

The Chinese Government defaulted on these obligations on or about 1939, and in
1949. due to national convulsions, the government retreated to Taiwan and the People’s Republic
of' China subsequently repudiated the debt claiming it is the debt of the former successive
Governments of China.

In its  final decision dated March 11, 1971, the Foreign Claims Settlement
Commission of the United States held that all bonds issued by the Nationalist Government of
China were in default at least by the end of 1939 and continued in default throughout the pre-
and post-World War I periods. Bonds not secured by property constituted general obligation
bonds and, as such, were chargeable to the Nationalist Government of China. Under United
States Statutes (22 U.S.C. § 3303(b)(3)(A)) the United States Government has again stated that
the Republic of China will be held responsible for its obligations. even those incurred before (he
United States’ recognition of the People’s Republic of China,

Further, on July 31, 1992, the Constitution Act governing relations between the
People of the Taiwan Area and Mainland Area was enacted by the Republic of China on the
basis of the delegation provided in Article 11 of Amendments. Article 63, Paragraph 3. of that
Act. subsequently amended March 1. 2004, when Article 63(3) became Article 63 para (1) and
(2) and 63(3) was deleted. provides that all national gold-based bonds issued before the
government’'s retreat to Taiwan in 1949 would be repaid but should be deferred until national
reunification. Such deferral violates the property rights of the bond holders recognized by the
Republic of China’s Constitution and its Amendments. and therefore. on behalf of the Starwood
Trust, demand is respecttully made for a prompt and fair settlement of the Trust's claims on
these obligations. which are lawful and just obligations of the Republic of China.

Morcover, the Starwood Trust has registered the serial numbers of the various
series of bearer bonds comprising the Chinese Government's full faith and credit sovereign debt
held by individual holders and bondholder associations in various countries around the world.
The Starwood Trust represents a substantial quantity of the Chinese Government Gold Loan
Bonds extant, all ranking cqually and without preference, since the measure of the obligation was
defined in gold.

Specifically, the bond seeuring all tranches of the debt. provided for the principal
and interest to be pavable in the currency of the country in which it was issued. and as the unit of
currency was defined by the weight and fineness of gold as of the date of issuc. cach bondholder
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is entitled to receive payment in legal tender equal to the gold value of the sum of the principal
and interest specified in each bond until payment has been satisticd.

The failure of the Republic of China and the KMT to respond to this demand for
repayment of the subject debt will result in the filing of litigation in the United States against the
Republic of China and the KMT, both jointly and severally, and certain other parties which have
assisted the Republic of China in evading its repayment obligation. The continuation of default
of these debts may also affect any forthcoming international sales of the Republic of China's
treasury bonds. Please immediately contact either me or Kevin O'Brien. President of Sovereign
Advisers. Inc., (520-327-2482) to discuss this matter and cither make arrangements to remit
payment to the holders of the debt or to enter into negotiations to conclude a tull, fair and prompt
settlement of the matter. Thank you for your cooperation in this matter.

Very truly vours.

PHILLIPS, MOELLER & CONWAY . PLLC

Steven W. Phillips

ce: Mr. Kevin O Brien. Sovereign Advisers, Inc.
Trustee of the Starwood Trust
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