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This treatise summarizes the known actions of the United States Government (“USG”) as regards 
China’s pre-1949 defaulted full faith and credit sovereign debt. The wrongful and injurious 
actions of the USG parallel the wrongful and injurious actions of the international credit rating 
agencies, debt underwriters and credit rating advisors to The People’s Republic of China.  For a 
description of the latter such actions, see the Antitrust and Civil Racketeering Complaint filed 
with the Antitrust Division of the United States Department of Justice: 
 

http://www.globalsecuritieswatch.org/DOJ_Antitrust_Complaint 
 
The USG’s actions as described herein comprise both acts of commission and acts of omission. 
 

Statement of Facts 
 

♦ The subject bonds were issued as full faith and credit sovereign obligations of the various 
dynastic and subsequent pre-1949 internationally-recognized governments of China to which 
The People’s Republic of China is presently the internationally-recognized successor 
government. All of the bonds are presently in default and The People’s Republic of China enjoys 
unfettered access to the world’s financial markets free of any default penalty. 
 
♦ Language appearing on certain of the bond certificates states: 
 
 “THE LOAN AGREEMENT MENTIONED IN THE CONDITIONS ENDORSED HEREON 

HAS BEEN RECOGNISED BY THE GOVERNMENTS OF GREAT BRITAIN, GERMANY, 
FRANCE, RUSSIA AND JAPAN, AS A BINDING ENGAGEMENT UPON THE 
GOVERNMENT OF THE REPUBLIC OF CHINA AND ITS SUCCESSORS.” 

 
♦ Full faith and credit sovereign obligations issued by internationally-recognized governments 
have no ‘expiration date’ and remain valid obligations which continue to accrue interest, plus 
default interest from the date of default until paid. 
 
♦ Continuity of obligations among internationally-recognized successive Governments is an 
established principle of settled international law: “Changes in the government or the internal 
policy of a state do not as a rule affect its position in international law. A monarchy may be 
transformed into a republic, or a republic into a monarchy; absolute principles may be substituted 
for constitutional, or the reverse; but, though the government changes, the nation remains, with 
rights and obligations unimpaired.” Lehigh Valley R. Co. v. State of Russia 21 F.2d 396, 401 (2d 
Cir. 1927) (quoting Moore, Digest International Law, Vol. 1, p. 249). 
 
♦ The disposition of the debt prior to the occurrence of the various actions as described herein: 
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    » Upon the event of default, the Chinese Government affirmed its intent to repay the bonds 
“…when able to do so” and publicly reaffirmed such intent on August 13, 1947, via the following 
statement: 

 

“China pledges her honourable intention to repay these external loans the service of 
which was suspended in the course of the Sino-Japanese war. In no way does the 
conclusion of new loans in recent years prejudice the security of these pre-war loans 
or vitiate the rights of holders of such Bonds. At the same time China hopes soon to 
start a progressive programme of debt rehabilitation in accordance with the policy of 
upholding the national credit. Like so many other post-war nations to-day China will 
yet need international economic assistance to rehabilitate her trade and industry so as 
to strengthen her ability to make debt payments. Nevertheless the National 
Government is determined to do its best to fulfill its obligations and sincerely hopes 
that financial conditions will soon show sufficient improvement to enable it to make 
arrangements for an early resumption of the service of pre-war loans.” [1] 

 

Although the repayment obligation is vested with The People’s Republic of China as the 
internationally recognized successor government of China, the Executive Yuan of the Republic of 
China on Taiwan affirmed the validity of the outstanding unpaid sovereign obligations on January 
29, 1999. 
 

    » Prior to the United States Supreme Court’s decision in Republic of Austria v. Altmann, (03-13) 
541 U.S. 677 (2004), U.S. citizens were unable to achieve recovery of their claims via litigation in 
U.S. courts due to the prevailing doctrine of absolute sovereign immunity and the lack of authority 
providing for the retroactive application of the doctrine of limited sovereign immunity first espoused 
in the 1952 Tate Letter, at which time the claims were considered to be time-barred. [2]  To have 
brought suit in a Chinese court would not have been successful as (1) The Republic of China did not 
have the funds to repay the various debts comprising the bonds, as evidenced by the event of default; 
(2) as the successor government of China, The People’s Republic of China lacked and continues to 
lack an independent judiciary; and (3) as the successor government of China, The People’s Republic 
of China does not adhere to accepted norms of international law. 
 

♦ In response to various inquiries from bondholders situated around the world regarding repayment 
of the bonds, on August 26, 1955, The People’s Republic of China issued a communique to its 
various foreign embassies proclaiming: “…all bonds which distributes about the Beiyang 
Government and the Kuomintang reactionary government, the people's government cannot repay.”  
The People’s Republic of China’s stated inability to repay the bonds appears to have been factually 
correct: as recently as 1974, The People’s Republic of China reportedly had only $38,000 in foreign 
cash. [3] 
 

♦ The Joint Communique of The United States of America and The People’s Republic of China (the 
“Shanghai Communique”) was jointly issued on February 27, 1972 and normalization of relations 
between the United States and The People’s Republic of China was established on January 01, 1979 
pursuant to the Joint Communiqué on the Establishment of Diplomatic Relations. Its announcement 
coincided with the ending of U.S. official recognition of the Republic of China (now commonly 
known as "Taiwan"), which was announced by President Jimmy Carter in December 1978. Carter 
also announced the withdrawal of all U.S. military personnel from Taiwan and the end to the Sino-
American Mutual Defense Treaty signed with the Republic of China. The U.S. Government had 
prioritized the promotion of trade over bondholders’ claims and had normalized relations with The 
People’s Republic of China without securing repayment of the subject bonds, thereby effectively 
resulting in the involuntary subordination of bondholders’ rights. 



 
 
 
 Actions of the United States Foreign Claims Settlement Commission 

 

China I Program: November 08, 1967 – July 06, 1972 
 
The Foreign Claims Settlement Commission reviewed and adjudicated claims of U.S. nationals 
arising between October 01, 1949 and November 06, 1966 pursuant to Title V of the 
International Claims Settlement Act of 1949, as amended (the “Act”).  During the ‘China I’ 
Claims Settlement Program, the entirety of bond claims were denied by the Commission. 
 
 Excerpt: 
 
 “[…] the Commission concludes that claimant has failed to establish that the bonds, subject matter 

of the claim, were debts owed by the Chinese Communist regime and/or debts secured by property 
which has been nationalized, expropriated, intervened, or taken by the Chinese Communist 
regime. The claim is denied in its entirety.” 

 
 Specimen Bond Claim – 
 

 Final Decision (March 11, 1971): 
 
 
 IN THE MATTER OF THE CLAIM OF 
 
   CARL MARKS & CO., INC. 
 
 Under Title V of the International Claims 
 Settlement Act of 1949, as  amended by 
 Public Law 89-780 
 
 
Despite petitioner’s assertions that (1) a “default” occurs only upon the nonpayment of the 
principal amount of the obligation when due, not upon the failure to make interest payments; (2) 
Title V, as evidenced by legislative history, was intended to authorize the Commission to certify 
liabilities incurred prior to October 1, 1949 if such claims based thereon were not barred by the 
Statute of Limitations and were not in contravention of principles of international law; and (3) 
during the Cuban claims settlement proceedings, also adjudicated under Title V, the Commission 
certified losses involving debt instruments which were in default with respect to payment of 
interest prior to the coming into power of the Castro regime, the Commission denied the claim. 
 

Excerpt: 
 

“All of the claimed bonds were issued by the Nationalist Government of China. The bonds were in default 
at least by the end of 1939 and continued in default throughout the pre- and post-World War II periods. The 
Commission finds that where the subject bonds were not secured by property they constituted general 
obligation bonds and, as such, were chargeable to the Nationalist Government of China and not the Chinese 
Communist regime.” 

 

As of the date of the above decision, The People’s Republic of China was not the internationally 
recognized government of China and thus had not yet inherited the repayment obligation of the 
Bonds.  Under established principles of international law, The People’s Republic of China 
inherited the repayment obligation for China’s unpaid full faith and credit sovereign debt during 

Claim No.: CN-0420 

Decision No.: CN-472 



 
 
 
 the Commission’s Title V claims review and adjudication period on October 25, 1971, the date 
upon which the international community by action of the United Nations General Assembly 
(Resolution 2758) granted The People’s Republic of China international recognition as the 
government of all China. 
 
Further, contrary to the Commission’s determination that those subject bonds which were not 
secured by property constituted general obligation bonds, the 1984 Annual Report of the U.K. 
Council of Foreign Bondholders noted that the majority of the bonds were secured by various 
revenues (e.g., internal transit surcharges, i.e., railway revenues) and specific taxes (e.g., 
maritime customs duties and salt revenue taxes) and were also guaranteed by the Chinese 
Government. See also: “The National Debt of China – Its Origin and Its Security” by Charles 
Denby, Former United States Consul General in China, Annals of the American Academy of 
Political and Social Science, Vol. 68, America’s Changing Investment Market (Nov. 1916), pp. 
55-70. 
 
Query: Were the actions of the FCSC improper (and possibly in contravention of the 
international claims settlement act of 1949), e.g., for the Commission to have excluded those 
claims from settlement) for which The People’s Republic of China was liable for payment under 
settled international law upon, and subsequent to, the date of achieving international recognition? 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 
 Actions of the United States Department of State 

Claims Settlement Negotiations with China: March 1973 – October 1975 
 

Official representatives of the United States Department of State participated in a series of 
meetings in China to negotiate a claims-assets settlement accord which would provide for the 
mutual resolution of the respective claims of the two countries’ nationals. 
 
I. Memorandum of Conversations Between U.S. and Chinese Officials 
 
During a meeting on Kissinger’s November 1973 visit to Beijing, between Lin Ping, Director 
General of the Department of American and Oceanic Affairs of the Ministry of Foreign Affairs 
of The People’s Republic of China and Arthur Hummel, Acting Assistant Secretary of State for 
East Asian and Pacific Affairs, United States Department of State, Lin reportedly disavowed any 
responsibility for repayment of the bonds. 
 
 “Lin declared that Beijing ‘considers [the bonds] as old, null and void.’  

Moreover, ‘the PRC does not have to pay them.’” 
 
Statements Attributed To:  Lin Ping, Director-General 
      Department of American and Oceanic Affairs 
      Ministry of Foreign Affairs 
      The People’s Republic of China 
Source: 
 
“‘Casting a Shadow’ Over Trade: The Problem of Private Claims and Blocked Assets in U.S.-
China Relations, 1972-1975,” by William Burr, Diplomatic History (The Journal of the Society 
for Historians of American Foreign Relations), Vol. 33, No. 2 (April 2009), p. 315-349.  The 
monograph cites the following sources as authorities in regard to the above statements: Memcon, 
“Counterpart Meeting on Exchanges, Economic Relations,” November 11, 1973, 3:25-7:05 p.m., 
HAKO, box 87, PRC Counterpart Talks, 1971-73; “Memorandum of Counterpart Meeting,” 
November 12, 1973, 3:00 p.m., RG 59, Subject Files, box 4, Memorandum. 
 

Excerpts: 
 
“Undoubtedly envisioning bondholder lawsuits, Hummel unsuccessfully tried to 
ignore Lin’s statement repudiating the pre-1949 debt: ‘Frankly, I hope we don’t 
have to respond . . . because it will cause problems.’  He did not disregard it for 
long; the next day he declared that the U.S. Government could not ‘accept’ Lin’s 
statement and that ‘the question of repudiation of the bonds is not a proper subject 
of discussion now.’” 
 
“Indeed, Kissinger may have persuaded Zhou that the latter was a nonissue by 
arguing that the U.S. Government would not support the bondholders’ claims.” 
 
[Author’s note: In so doing, Kissinger directly contravened and intentionally 

 undermined the mandate of the United States Foreign Bondholders Protective  
Council, which must have the support of the Executive to be effective] 



 
 
 
“The message that USLO chief Bruce delivered to Foreign Minister Qiao 
Guanhua on December 22, 1973, addressed the issues that had led to impasse a 
month before. First, there would be no more discussion of the pre-1949 bonds.” 

 
 “Vice premier Deng Xiaoping […] was due in New York in early April for a 

speech to the UN General Assembly. […] Getting only a few days’ notice of the 
flights, the State Department informed the PRCLO of the risk of legal 
proceedings by claimants to attach the aircraft.” […] As it turned out, Deng did 
not fly on a Chinese aircraft to New York […].” 

 
 “A paper that Kissinger had prepared for President Ford treated Beijing’s 

‘cavalier’ action as an ‘abrasion’ reflecting a ‘great China’ disposition in the 
bureaucracy. Consistent with that, Holdridge had suggested that the Chinese may 
have decided that a settlement would set a bad precedent for dealing with the 
British and other countries with outstanding claims.” 

 
 “[…] Kissinger’s State Department was determined to prevent leaks and closely 

held the cables discussing the stalemated negotiations as ‘nodis’ (no distribution 
without permission). […] any leaks about its tone and content could have created 
a stir in the media, Congress, and among the claimants.” 

 
 “The story of the Carter administration claims-assets negotiations is yet to be 

told, but the 1979 agreement avoided the issues – bonds, third-country banks, 
and definition of PRC nationals – that complicated the negotiations under Nixon 
and Ford. In effect, each side agreed to forget that these issues had ever been 
raised [...].”  

 
“Within months of the settlement, an important symbol of the new U.S.-China 
economic relationship manifested itself: the opening of a Chase Manhattan Bank 
office in Beijing that soon began making loans. As David Rockefeller later put it, 
‘the door to China had swung open, and Chase was waiting on the other side as 
American companies began to walk through it.’ Citibank also moved quickly to 
restore ties. A year later, China had MFN status. Bilateral trade doubled from 
1978 to 1979 and kept growing.” [4] 

 
 
II. Official Directives by State Department Officials to Exclude Bonds from Settlement  
 
Below is a series of recently declassified ‘Secret’ State Department Cables obtained via the 
Wikileaks website, in which United States Secretary of State and National Security Adviser 
Henry A. Kissinger specifically directed Department of State personnel to exclude the bonds 
from the mutual claims settlement accord then being negotiated between the United States and 
The People’s Republic of China: 
 
 
 



 
 
 
[A.]  Cable Subject: US-PRC CLAIMS NEGOTIATIONS 
 
  Canonical ID: 1973STATE105075 
 
  Date: May 31, 1973 
 
  From: U.S. Department of State 
 
  To: China United States Liaison Office Peking 
 
  Original Classification: ‘Secret’ (declassified June 30, 2005) 
 

Full Text (emphasis via yellow highlight added): 
 

 “1. LAST EXCHANGE RE PRIVATE CLAIMS AND FROZEN ASSETS 
TOOK PLACE MARCH 21 IN PARIS. IN THAT MEETING THE US 
PROPOSED CERTAIN MINOR CHANGES OF WORDING IN THE CHINESE 
REDRAFT OF THE DRAFT EXCHANGE OF LETTERS BETWEEN THE 
PRESIDENT AND PREMIER CHOU SETTLING THE CLAIMS PROBLEM 
ON THE BASIS OF A MUTUAL ASSIGNMENT OF CLAIMS. WE ALSO 
STATED " WE TRUST THE PRC UNDERSTANDS THAT THE DRAFT 
EXCHANGE OF LETTERS SETTLING US- PRC CLAIMS DOES NOT 
INCLUDE CLAIMS AGAINST THE PRC BASED UPON DEFAULTED 
CHINESE GOVERNMENT TREASURY NOTES, RAILWAY LOANS, 
PACIFIC DEVELOPMENT BONDS, AND OTHER BONDED 
INDEBTEDNESS ISSUED BY PREDECESSOR CHINESE GOVERNMENTS 
PRIOR TO OCTOBER 1, 1949... WHILE IT IS WELL SETTLED UNDER 
INTERNATIONAL LAW THAT SUCCESSOR GOVERNMENTS ARE HELD 
RESPONSIBLE FOR THE OBLIGATIONS 

 
  SECRET 
 
 SECRET PAGE 02 STATE 105075  
 
 CONTRACTED BY THEIR PREDECESSORS, WE DO NOT WISH AT 

PRESENT TO ADDRESS THIS POINT. THE USG WILL FOLLOW ITS 
TRADITIONAL POLICY AND PRACTICE AND NOT ESPOUSE CLAIMS 
OF ITS NATIONALS AGAINST THE PRC FOR DEFAULTED BONDS AND 
WILL CONSIDER THE MATTER ONE FOR DIRECT NEGOTIATION AND 
SETTLEMENT BETWEEN THE AMERICAN BONDHOLDERS OR THEIR 
REPRESENTATIVES AND THE FOREIGN GOVERNMENTS 
CONCERNED." 

 
 2. FYI DEPARTMENT NOW MAKING ARRANGEMENTS TO POUCH TO 

USLO COPIES OF TELEGRAPHIC EXCHANGES THROUGH THE PARIS  
 



 
 
 
 CHANNEL, INCLUDING THE DRAFT SETTLEMENT OF PRIVATE 

CLAIMS AND FROZEN ASSETS. END FYI. 
 
 3. IN INFORMAL CONVERSATION BETWEEN PRC MFA US AFFAIRS 

FUNCTIONARY NI YAO- LI AND USLO ADVANCE OFFICER FREEMAN 
IN TIENTSIN, MAY 4, QUESTION OF CLAIMS CAME UP. NI TOLD 
FREEMAN THAT INASMUCH AS US SIDE HAD RAISED NEW SUBJECT 
NOT COVERED IN EARLIER DISCUSSION OF CLAIMS, I. E., BOND- 
HOLDERS CLAIMS, PRC NOW ENGAGED IN STUDY OF THIS MATTER. 
FREEMAN EMPHASIZED OUR WILLINGNESS TO PROVIDE FURTHER 
INFORMATION IF REQUESTED TO DO SO BY CHINESE AND STATED 
OPINION THAT BONDHOLDERS ISSUE SHOULD NOT BE IMPEDIMENT 
TO CLAIMS SETTLEMENT. NI AGREED THAT IT WAS IN INTEREST OF 
BOTH SIDES TO RESOLVE THE CLAIMS PROBLEM QUICKLY SO THAT 
WE MIGHT MOVE ON TO DISCUSSION OF REMOVING OTHER 
IMPEDIMENTS TO BILATERAL TRADE AND SAID THAT HE EXPECTED 
THE CHINESE WOULD BE BACK IN TOUCH WITH US ON CLAIMS 
WITHIN " A MATTER OF WEEKS RATHER THAN MONTHS". 

 
 4. BALL IS NOW IN CHINESE COURT. RECOMMEND YOU NOT SEEK 

SPECIAL MEETING TO DISCUSS CLAIMS ISSUE WITH THE CHINESE 
BUT IF OPPORTUNITY PRESENTS ITSELF IN DISCUSSION OF OTHER 
MATTERS WITH HIGH- RANKING CHINESE OFFICIALS WOULD BE 
APPROPRIATE TO INQUIRE IN LOW- KEY WHAT THE CURRENYT 
STATUS OF CLAIMS ISSUE IS AND WHEN THE CHINESE ANTICIPATE 
RESPONDING TO THE US PROPOSALS OF MARCH 21.  RUSH 

 
  SECRET 
 
  NNNNMAFVVZCZ 
 
 *** Current Handling Restrictions *** EXDIS 
 
 *** Current Classification *** SECRET” 

 
 

Source: Wikileaks 
 
URL: https://www.wikileaks.org/plusd/cables/1973STATE105075_b.html 

 
 

 
 
 
 
 



 
 
 
[B.] Cable Subject: US/PRC CLAIMS NEGOTIATIONS 
 
 Canonical ID: 1975STATE248454 (REPEAT OF 1973STATE209591) 
 
 Date: October 18, 1975 (Date of 1973STATE209591 is October 24, 1973) 
 
 From: Henry A. Kissinger, United States Secretary of State 
 
 To: USLO Peking 
 
 Original Classification: ‘Secret’ (declassified July 06, 2006) 

 
 
Full Text (emphasis via yellow highlight added): 
 

 “PAGE 01 STATE 248454 
 
 44 
 
 ORIGIN NODS-00 
 
 INFO OCT-01 ISO-00  /001 R 
 
 DRAFTED BY EA/PRCM:JSROY:MHS 
 
 APPROVED BY EA:RHMILLER 
 
 S/S-O: L.MATTESON 
 
   ______________      040187 
 
 O 181908Z OCT 75 ZFF4 
 FM SECSTATE WASHDC 
 TO USLO PEKING IMMEDIATE 
 
 SECRET STATE 248454 
 
 NODIS 
 
 E.O. 11652: XGDS-3 
 
 TAGS; EFIN, CH 
 
 SUBJECT: US/PRC CLAIMS NEGOTIATIONS 
 
 - 



 
 
 
 FOLLOWING IS A REPEAT OF STATE 209591, DATED OCTOBER 24, 

1973, TO PEKING 
 
 BEGIN QUOTE: 
 
 1. AS MENTIONED SEPTEL, USLO SHOULD MAKE PRESENTATION TO 

APPROPRIATE LEVEL OF MFA ALONG FOLLOWING LINES RE CLAIMS 
SETTLEMENT. 

 
 A. SECRETARY WOULD BE PREPARED DURING VISIT TO PEKING TO 

FORMALIZE PRIVATE CLAIMS/BLOCKED ASSETS SETTLEMENT ON 
BASIS OF DRAFT PRESENTED TO PRC THROUGH PARIS LAST MARCH 
21 RPT 21. SETTLEMENT WOULD REMOVE FUNDAMENTAL LEGAL 
OBSTACLE TO TRADE AND PAVE WAY FOR FURTHER 
NORMALIZATION OF US-PRC TRADE RELATIONS IN WIDE VARIETY 
OF AREAS, INCLUDING MANY WHICH WOULD HELP PRC IMPROVE 
TRADE AND PAYMENTS BALANCE WITH U.S., E.G., TRADE 

 
 SECRET 
 
 SECRET PAGE 02 STATE 248454 
 
 EXHIBIT IN U.S., SHIPPING, ETC. 
 
 B. WHILE WE ARE NOT SUGGESTING OVERALL DISCUSSION THIS 

SUBJECT BEFORE SECRETARY'S ARRIVAL, ONE POINT MAY 
WARRANT PRELIMINARY CLARIFICATION. INFORMAL DISCUSSION 
ON NUMBER OF OCCASIONS WITH PRC OFFICIALS HAS LED US TO 
CONCLUSION THAT PRC MAY NOT BE ENTIRELY CLEAR ABOUT U.S. 
POSITION ON BONDHOLDERS' CLAIMS. 

 
 C. WE RAISED BONDHOLDERS' CLAIMS ISSUE IN PARIS ONLY TO 

MAKE IT CLEAR THAT WE CONSIDERED THIS A MATTER NOT RPT 
NOT DEALT WITH BY PRIVATE CLAIMS/BLOCKED ASSETS 
AGREEMENT WHICH NEITHER SIDE HAS TO ADDRESS AT THIS TIME. 
BONDHOLDERS' CLAIMS DATE FROM BEFORE 1949 WHEREAS 
CLAIMS BEING SETTLED ARE POST-1949. WE DID NOT INTEND TO 
IMPLY THAT WE WERE URGING PRC TO TAKE ANY PRESENT ACTION 
WITH REGARD TO BONDS OR THAT WE BELIEVED THAT, AS A 
PRACTICAL MATTER, BONDHOLDERS IN U.S. WERE LIKELY TO 
HINDER TRADE DEVELOPMENT BETWEEN PRC AND U.S. 

 
 3. WE DO NOT RPT NOT BELIEVE THAT BONDHOLDERS' CLAIMS ARE 

LIKELY TO PROVE A SIGNIFICANT OBSTACLE TO TRADE. SINCE 
DEFAULTING ON PAYMENT OF CHINESE GOV'T BONDS (WHICH IT 
CONTINUES TO RECOGNIZE AS VALID LEGAL OBLIGATION) TAIWAN  



 
 
 
 HAS CONTINUED TO TRADE WITH U.S. WITHOUT HARASSMENT 

FROM BONDHOLDERS. MOREOVER, DEFAULTED OR REPUDIATED 
BONDS HAVE NOT NOTABLY HINDERED OUR COMMERCIAL 
TRANSACTIONS WITH A NUMBER OF OTHER COUNTRIES, SUCH AS  

 THE USSR, POLAND, ROMANIA, CZECHOSLOVAKIA. ONE REASON 
ATTACHMENT HAS NOT BEEN A PRACTICAL DANGER HAS BEEN 
CONSIDERABLE EXPENSE TO CLAIMANT COUPLED WITH LOW 
LIKELIHOOD OF SUCCESS. 

 
 E. WE TRADITIONALLY LEAVE DEFAULTED BOND CLAIMS TO BE 

NEGOTIATED BETWEEN GOVERNMENT CONCERNED AND FOREIGN 
BONDHOLDERS' PROTECTIVE COUNCIL (PRIVATE ORGANIZATION 
REPRESENTING INTERESTS OF ALL U.S. BONDHOLDERS). WE DO NOT 
RPT NOT ESPOUSE CLAIMS BASED ON DEFAULTED BONDS AT 
INTERGOVERNMENTAL LEVEL. WE HAVE TAKEN NO POSITION ON 
WHETHER OR NOT GOVERNMENT OF PRC IS LEGALLY 

 
 SECRET 
 
 SECRET PAGE 03 STATE 248454 
 
 OBLIGATED TO PAY THESE BONDS. 
 
 F. NOT ONLY WOULD WE NOT RPT NOT ENCOURAGE AN EFFORT BY 

BONDHOLDERS TO ATTACH CHINESE PROPERTY, WE WOULD SEEK 
ACTIVELY TO DISCOURAGE SUCH AN ATTEMPT. IN ANY EVENT, WE 
HAVE NO INFORMATION TO SUGGEST BONDHOLDERS THINKING 
ALONG LINES OF ATTACHMENT, AND, IN VIEW OF CONSIDERATIONS 
DESCRIBED ABOVE, DOUBT THEY WOULD ATTEMPT IT. 

 
 G. WE HOPE THAT PRC UNDERSTANDS WE DO NOT RPT NOT WISH TO 

INCLUDE BONDHOLDERS' CLAIMS IN PRESENT CLAIMS SETTLEMENT 
BECAUSE TO DO SO WOULD BE CONTRARY TO OUR SETTLEMENT 
BECAUSE TO DO SO WOULD BE CONTRARY TO OUR PRACTICE AND 
WOULD RAISE MANY UNNECESSARY PROBLEMS OF LEGAL AND 
PRACTICAL NATURE. 

 
 H. (AT YOUR DISCRETION) IF BOND CLAIMS WERE INCLUDED IN THE 

CLAIMS/ASSETS SETTLEMENT, IT WOULD IMPLY THAT THE PRC 
ACCEPTS LIABILITY FOR EVEN LARGER AMOUNT OF THESE BONDS 
HELD BY NON-AMERICANS, AND OTHER BONDS. 

 
 I. IF PRC HAS ANY OTHER TECHNICAL PROBLEMS WITH CLAIMS 

SETTLEMENT AS PROPOSED, WE HOPE THAT IT WILL LET US KNOW 
BEFORE SECRETARY'S TRIP SO THAT WE MAY BE PREPARED TO 
DISCUSS THEM. 

Not True per Study by Michael R. Adamson 



 
 
 
 2. (FYI: LEGAL AND PRACTICAL PROBLEMS REFERRED TO ABOVE 

INCLUDE REDUCING AMOUNT OF MONEY AVAILABLE FOR PRO  
 RATA COMPENSATION OF OUR CLAIMANTS AND POSSIBLE 

RESULTING PROBLEMS WITH BOTH CLAIMANTS AND CONGRESS. 
THERE IS ALSO SUCCESSOR GOVERNMENT ISSUE, I.E., PRC 
SETTLEMENT OF BONDS WITH U.S. WOULD CONSTITUTE U.S. AND 
PRC RECOGNITION OF PRC AS LEGITIMATE SUCCESSOR 
GOVERNMENT TO ROC ON CHINA MAINLAND AT TIME WHEN U.S. 
CONTINUED TO RECOGNIZE ROC, RESULTING IN CLEAR TWO 
CHINAS SITUATION.) IN THIS CONNECTION WE NOTE ALSO THAT 
BONDHOLDERS' CLAIMS HAVE NOT HINDERED PRC TRADE WITH 
THIRD COUNTRIES, EVEN THOSE THAT RECOGNIZE PRC AS 
SUCCESSOR GOVERNMENT TO ROC. 

 
 KISSINGER 
 
 SECRET 
 
 SECRET PAGE 04 STATE 248454 
 
 END QUOTE. INGERSOLL 
 
 SECRET 
 
 NNN” 

 
 

Source: Wikileaks 
 
URL: http://www.wikileaks.org/plusd/cables/1975STATE248454_b.html 
 
 www.wikileaks.org/plusd/cables/1973STATE209591_b.html - Cached 
 
Discovery Date (Both Cables): June 03, 2013 
 
The comment by Arthur Hummel evidences the fact that officials of the United States 
Government affirmed bonds as valid outstanding obligations and did not then, and do not now, 
desire that The People’s Republic of China should honor repayment of the obligations. The 
clear and unambiguous directives to personnel of the United States Liaison Office in China by 
United States National Security Adviser and Secretary of State Henry A. Kissinger as stated in 
U.S. Department of State ‘Secret’ Cable(s) acknowledging the bonds as valid debt obligations 
of the successor Government and instructing that China’s full faith and credit sovereign debt 
should be excluded from the claims settlement accord, thereby deferring indefinitely the 
repayment of the bonds, represents the subordination of bondholder’s claims to trade interests, 
i.e., the pursuit by the U.S. Government to establish trade relations with The People’s Republic 
of China. 



 
 
 
III. Chinese Perspective of the U.S. – China Claims Settlement Negotiations 
 

Points and Authorities 
 
The following text is translated from Chinese, with the exception of the ‘Points’ which are the 
author’s observations: 
 

Source: 
 

“Negotiations over Asset Claims before the Normalization of Sino-U.S. Relations: 
The Policies of the Nixon and Ford Administrations” 
By Mao Ruipeng 
Publication Date: 2012 
Institute of American Studies, Chinese Academy of Social Sciences 

 

● “’Shanghai Communique’ was published, the U.S. Government started to 
promote the development of Sino-US trade relations, asset requirement problems 
became their priority to find a solution on the question.” 
 

Point: Bondholders’ claims constrain USG’s ability to promote trade 
opportunities with The People’s Republic of China. 
 

● “An asset requirement Problem and solution envisaged by the United States 
Government” (paragraph header). 
 

Point: The USG developed and actively promoted the scheme (“solution”) to deny 
bondholders the ability to monetize their associated valid claims. 
 

● “The U.S. Government proceed to develop implementation of the “Shanghai 
Communique” program, and the United States in the development of asset 
requirement issues as trade relations with China should be given priority when 
seeking solutions to issues.” 
 

Point: USG place “trade” considerations as priority with respect to hindrance of 
achieving resolution of bondholders’ associated valid claims. 
 

● “Americans, in particular, hope to start business with Chinese entrepreneurs, 
looking forward to this prospect.  July 5, 1973, the U.S. Consulate General in 
Hong Kong said in a telegram to the State Department, Chase Manhattan Bank 
(Chase Manhattan), chairman David Rockefeller (David Rockefeller) announced 
after his visit to China, Chase and Bank of China to establish agency line 
relationship.” 
 

Point: USG places “trade” considerations and Wall Street opportunities as 
priorities to normalization of diplomatic relations, at the expense of bondholders. 
 

● “American position actually contains two closely related meanings: First, the 
United States advocated by China Qing Government and the Government of the 
Republic issued bond debt incurred is still valid; Second Sino reached agreement  



 
 
 
on asset requirements, to hold the Old Chinese Government bonds issued by the 
U.S. Government of the PRC citizens still have the right to make a claim, 
although the U.S. Government is not Support will be given.” 
 
Point: USG acknowledges bonds remain valid obligations but refuses to support 
bondholders in any attempt to monetize their associated valid claims. 
 
● “Issues concerning the claims of bondholders, Kissinger’s liaison to the Chinese 
Embassy telegraph instructions indicate the following positions: first, the United 
States raised the issue in Paris, just to show that the United States believes it is a 
matter of private claims and the freezing of assets of the agreement does not deal 
with the issue, either party at this time does not need to solve this problem, 
because it involves things before 1949, while the two countries are addressing 
issues related asset is required After 1949 things; United States is not trying to 
“imply” or “urge” to take action to resolve the old China PRC Government bond 
debt, do not believe the U.S. Government bondholders Ji old China claims ‘may 
prove to be a major obstacle to hinder the development of bilateral trade’”. 
 
Point: In pursuit of a bilateral trade agreement, USG abandons any attempt at 
achieving resolution of bondholders’ associated valid claims and effectively 
betraying the interests of U.S. bondholders. 
 
● “Fourth, the United States, “traditional” claims bondholders generally left to the 
parties and the United States Government to protect foreign bondholders Council 
(Foreign Bondholders’ Protective Council) negotiations; United States will not at 
the Government level support the establishment of the “outstanding bonds,” based 
on the claim that the U.S. Government does the PRC Government is legally 
obliged to pay for these bonds to make a statement, not only does not support the 
bondholders property seized China’s efforts, but also The “positive” frustrate such 
attempts.” 
 
Point: The USG promises to actively hinder, impede, and impair the ability of 
U.S. bondholders to monetize their associated valid claims. 
 
● “Secondly, there is the old China Government bond debt. In the November 13 
talks, Kissinger reiterated previous demands that the U.S. Liaison Office Bruce 
informed the Chinese side’s position, saying the U.S. Government “in the law” 
will not support any bond debt associated with the claims.” 
 
Point: Kissinger affirmed the willingness and intent of the USG to intercede in 
private party civil litigation in U.S. courts against a foreign state in connection 
with the subject bonds, which it later successfully did. 
 
 
 
 



 
 
● “He (Kissinger) said the U.S. Government’s judgment, because Premier Zhou 
Enlai said reasons, the U.S. courts will not support this type of private claims. He 
(Kissinger) also said with a slight laugh (emphasis added), because the United 
States is not yet recognize the PRC, these people can only as “Inherit the 
Government,” the Taiwan authorities to sue.” (source: “Memorandum of 
Conversation,” November 13, 1973, FRUS, 1973 – 1976, Vol. 18, pp.412 413). 
 
Point: The phrase, “Inherit the Government” is obviously intended to 
communicate that the USG would protect the Government of The People’s 
Republic of China from liability for repayment of the bonds and that only the 
Republic of China on Taiwan could be sued in connection with bonds held by 
U.S. persons.  The USG actively sought to impair bondholders’ rights in property 
and did so by excluding associated claims from settlement and promising The 
People’s Republic of China that the USG would actively frustrate, hinder, and 
impede bondholders’ future attempts at seeking judicial and other redress 
including compensation for their associated valid claims. The USG intentionally 
betrayed the interests of U.S. bondholders. Such actions further evidence a 
malicious intent toward U.S. bondholders. Given the hostility of the USG towards 
U.S. bondholders, it is unsurprising that the Department of State cables 
referencing these negotiations were classified ‘Secret’ and remained so for 28 
years until declassified on October 06, 2003, after the statute of limitations 
precluded a successful suit in U.S. courts. 
 

As described below, subsequent independent research reveals that Kissinger’s instructions to 
Department of State personnel were disingenuous in the extreme and in fact constituted a direct 
contravention of established Department of State policies. 
 

Separate Independent Research Studies Reveal that (1) Private Bondholders Protective 
Councils  are  Ineffective  in  Achieving  Resolution  of  Claims  Against  Foreign  Debtor 
States  and  (2)  the  U.S.  Department  of  State  has  a  History  of  Direct  Involvement  in 
Private Claimant Disputes Against Foreign Debtor States 
 
The United States Foreign Bondholders Protective Corporation, Inc. (“FBPC”) no longer exists. 
It was unincorporated by dissolution circa 2012 by John Petty, the corporation’s long-time 
president.  Research reveals that the efforts of private bondholder protective councils are 
traditionally futile in achieving meaningful resolution of bondholders’ claims, as such 
organizations lack the negotiating leverage of the Government of a State. 
 
Source: 
 
“Why Bondholder Councils Don’t Matter: The Limited Impact of Private Creditor 
Representative Institutions on Bargaining Outcomes in Sovereign Debt Restructurings,” by 
Deirdre Shay Kamlani, The London School of Economics and Political Science.  Paper presented 
at the International Studies Association Annual Convention, San Francisco, California, 
March 27, 2008.  The paper is accessible at: 
 

http://citation.allacademic.com/meta/p_mla_apa_research_citation/2/5/1/2/0/p251202_index.html 



 
 
 Abstract: 
 

“Utilizing a power-based analytical framework, this paper seeks to assess the relative 
impact of three regime components on the efficiency and distributional results of 
sovereign debt restructurings in the era of the British Corporation of Foreign 
Bondholders (“CFBH”): i) the private creditor representative body (institutional 
power); ii) the degree and orientation of creditor country Government intervention 
(compulsory power); and, iii) the structure and condition of the capital markets 
(structural power).  Widely believed to have been the most successful bondholder 
representative body to date, the CFBH is normally credited with delivering superior 
results to investors, both in terms of low levels of debt forgiveness and enhanced 
settlement efficiency.  Contrary to this accepted wisdom, our analysis suggests that 
the CFBH only marginally influenced bargaining outcomes, and that the results were 
instead driven by the action of creditor Governments (compulsory power), the 
centralized structure of capital access, and the relative size and robust condition of the 
British capital export market (structural power).  While the CFBH tended to reflect, 
leverage, and take credit for these other forms of power, we argue that the observed 
results were achieved largely by non-institutional means.  The paper concludes that 
compulsory and structural regime elements are therefore more salient than 
institutional ones in the sovereign debt bargaining exercise.  From a public policy 
perspective, this study cautions those who seek a newly-constituted, 21st-century 
bondholder council, since such an institution – like its well-regarded historical 
predecessor – could find its impact on the sovereign debt management process highly 
circumscribed.” 

 

Excerpts: 
 

● “[…] it is more accurate to portray the private creditor representative body as one 
element in a much larger regime for sovereign debt restructuring. […] the term 
sovereign debt restructuring regime to include the following three elements: i) the 
private creditor representative body; ii) the degree and orientation of creditor country 
government intervention; and, iii) the structure and condition of the capital markets.” 
 

● “While creditor governments often state publicly that they will not act as debt 
collectors in purely private matters, the historical record begs to differ; in fact, it 
demonstrates that they have seldom remained neutral in cases of sovereign financial 
crises.” 
 

● “Also, it has generally been the case that sovereign debt regimes are imposed, not 
negotiated. That is to say, their content has not been determined through a process of 
iterative bargaining between sovereign debtors and private creditors. Instead, they 
have normally been established by creditor groups unilaterally, often with the backing 
of their home governments in centres of capital export.” 
 

● “[…] effectiveness was largely tied to aspects of the sovereign debt restructuring 
regime that lay outside the institution - most notably…the willingness…to use 
compulsory power in ways that often benefitted bondholder interests. […] – elements 
that were external to the institution but part of the regime for sovereign debt 
management.” 
 

 



 
 
● Quoting Judge Snagge, the chief counsel of the British Corporation of Foreign 
Bondholders (CFBH): “[…] ‘the Corporation would be powerless, and the Council 
would be paralyzed, if it were not for the assistance it received from the Stock 
Exchange.’ In other words, the power to control market access resided not with the 
CFBH, but with the Stock Exchange.” 
 

● “[…] compulsory power was largely exercised by creditor country governments 
over debtor states. This is because private creditors had limited ability to directly 
coerce debtor states and needed to rely on the good offices and cooperation of their 
own governments to take action.” 
 

● “[…] creditor country governments would not only have the right, but perhaps even 
the obligation, to intervene and vindicate the injustice done to a nation’s bondholders 
by a defaulting foreign state. […] it makes a great difference whether prevalent 
attitudes regard capitalists in general as benefactors or scoundrels, capital placement 
abroad as good or bad for the nation, property rights as special privileges in the 
interest of an exploiting class or as eternal and unchangeable absolutes at the 
foundation of law and morality.” 
 

● Referencing British Foreign Secretary Lord Palmerston’s statement to a Caribbean 
government: “[…] the patience and forbearance of H.M. Government…have reached 
their limits, and that if the sums due to British Claimants are not paid within the 
stipulated time…H.M.’s Admiral commanding on the West India station will receive 
orders to take such measures as may be necessary to obtain Justice from the nation in 
this matter.” 
 

● Referencing the diverse actions comprising compulsory power by which the 
government assisted the CFBH: “The least visible was the tacit permission the British 
government gave the CFBH to leverage the power of the global British consular 
network.” 
 

● “In some cases, the British government even facilitated the collection of pledged 
revenues. At the other extreme, we see active creditor country government 
interventions in the domestic affairs of foreign states, which most often consisted of 
assuming control over a debtor’s finances.” 
 

● “[…] Representations are frequently made by the Government at the Council’s 
request through diplomatic channels.[…] British legations and consulates acted on 
occasion almost as agencies for bondholder interests, …” 
 

● Referencing statements appearing in CFBH archival documents: “And, in cases of 
outright default, the record maintains that ‘His Majesty’s Government always follow 
such negotiations very closely and give to the Council their fullest support (emphasis 
added).’”  [Author’s note: Contrast this statement with the actions of Kissinger, 
which betrayed the interests of bondholders] 
 

● “And, the U.S. government intervened militarily in Santo Domingo…sending 
gunboats and establishing a customs receivership to ensure the repayment of 
European and American bondholders.” 
 

● “[…] the U.S. agreed to do its part to enforce debt contracts in Central and South 
America in the Roosevelt Corollary to the Monroe Doctrine.” 



 
 
● “Therefore, compulsory power had a material impact on bargaining 
outcomes…The implication of this analysis is that compulsory power was a far more 
critical factor than previously thought in determining the outcomes of sovereign debt 
negotiations…” 
 

● “[…] the power of the CFBH as an institution was overshadowed by…the 
willingness of Britain and other powers to enforce debt contracts using state-
sanctioned compulsory power.” 
 

● “[…] the CFBH would routinely use the British consular network as if it were an 
agency of the bondholders. British diplomats would deliver messages, collect 
sensitive information, and arrange payments.” 
 

● “It is likely that history has mistakenly credited the institution of the CFBH with 
achieving bargaining outcomes that in fact resulted from the exercise of structural and 
compulsory power. […] while the institutional body of the CFBH may have reflected, 
leveraged, or even taken credit for this power, it did not produce it.” 
 

 ● “Upon closer examination, the CFBH – the bondholder council viewed most 
favourably by economic historians – was highly dependent upon the sympathetic 
disposition of the British government toward its interests and the discipline of the 
London exchanges in restricting defaulters from accessing British capital markets.” 

 
As a direct consequence of the impotence of private bondholder councils acting independently, 
and contrary to the official assertions articulated by Henry A. Kissinger at the time he held the 
roles of United States Secretary of State and National Security Adviser, the United States 
Department of State had evolved a practice of direct involvement in matters involving the 
resolution of private bondholders’ claims against foreign debtor states. 
 
The U.S. Government’s contention that it continues to maintain a long-standing policy of 
refusing to intervene on behalf of defaulted bondholders and instead treats sovereign defaults as 
a private matter between bondholders and the Government in default, referring such matters to 
the Foreign Bondholders Protective Council for resolution, is contradicted by a comprehensive 
study conducted in 2002 by Michael R. Adamson and published by Harvard University: 
 

“Ultimately, bureaucratic competition and national security concerns prompted 
the State Department to intervene directly in debt negotiations.” 

 
Source: 
 
“The Failure of the Foreign Bondholders Protective Council Experiment, 1934 – 1940,” by 
Michael R. Adamson, visiting scholar in the Office for History of Science and Technology at the 
University of California, Berkeley, published in “The Business History Review,” No. 76 
(Autumn 2002) by The President and Fellows of Harvard College.  The research study is 
accessible at: 
  

http://www.jstor.org/discover/10.2307/4127796?uid=3739256&uid=2129&uid=2&uid=70&uid=4&s
id=21102670277361 
 
 
 



 
 
 Abstract:  
 

“This research study explores the contentious U.S. State Department-Foreign 
Bondholders Protective Council relationship in the context of interwar foreign 
economic policy and bureaucratic competition. U.S. officials created the council in 
1933 to represent the interests of U.S. investors in the settlement of the numerous 
dollar bond issues that had gone into default. The article shows why the council failed 
to perform as U.S. officials expected and outlines the process by which they 
increasingly interposed themselves in debt negotiations. In doing so, it considers the 
limitations of using private organizations to accomplish the objectives of public 
policy.” 

 

Excerpts: 
 

● “Conditioning U.S. foreign loans and credits on the satisfactory settlement of 
private debts in default became an integral part of the State Department’s approach to 
U.S. foreign assistance policy.” 
 

● “To ensure that debt adjustments occurred in a timely manner, the State 
Department became more involved in the settlement process.” 
 

● “[…] the State Department and U.S. officials in embassies and overseas missions 
provided the support that bankers had come to expect…” 
 

● “J. P. Morgan, the firm with which State Department officials worked most closely 
to achieve their policy objectives, to a great extent became “a foreign lending arm of 
the U.S. government,” as partner Thomas W. Lamont’s biographer and grandson put 
it.” 
 

● “If a foreign government…can continue to get credit abroad for its purchases 
without resuming payments on its former debts, there is a loss of incentive for such 
resumption.” 
 

● “[…] the State Department…begin approving Exim loans to Latin American 
governments – as long as the latter had made efforts to resolve their debt defaults.” 
 

● In regard to the actions of the State Department in regard to the Foreign 
Bondholders Protective Council (FBPC): “This reconsideration culminated in the 
FBPC’s becoming marginalized as a representative of bondholder interests.” 
 

● “Debtors were expected to negotiate settlements in good faith, with a view to 
restoring their credit.  Those who were unwilling to negotiate with lenders were 
denied access to capital markets.” 
 

● “After its promising start, however, FBPC efforts to resolve defaults stalled.  The 
lack of success concerned top State department officials, who began to interpose 
themselves between the FBPC and representatives of the debtor governments.” 
 

● “The department rejected FBPC requests to recognize the bondholders’ 
organization as the sole agent for bondholders.” 
 
 
 
 



 
 
● In regard to Cuban debt settlement negotiations: “Rather than demonstrating its 
capabilities, however, the FBPC’s actions in that country only underscored the need 
for greater U.S. government involvement on behalf of bondholders.” 
 

● “[…] the State Department became more directly involved in debt negotiations…” 
 

● “By the end of the Cuban negotiations, however, State Department officials were 
prepared to exert direct influence on behalf of resolving debt disputes in a timely 
manner.” 
 

● Referencing Assistant Secretary of State Sumner Welles: “Welles…instructed the 
U.S. embassy in Havana to inform the new Cuban leaders that the State Department 
expected the default to be addressed.” 
 

● Referencing Assistant Secretary of State Sumner Welles: “Welles…’would not 
stomach for an instant a continuation of our present policy if the Cuban government, 
when it is financially able to do so, refrains from giving to the American bondholders 
that to which they are legally and legitimately entitled.’” 
 

● Referencing Assistant Secretary of State Sumner Welles: “[…] the State 
Department and its Cuban embassy acted to move the parties closer to an agreement.  
Welles first sent a personal note to President Gomez, reminding him of the 
commitment he had made as president-elect to rehabilitate Cuba’s credit and asking 
for his cooperation in breaking the impasse. 
 

● Referencing Assistant Secretary of State Sumner Welles: “Welles emphasized that 
his goal was to achieve a settlement considered by all sides to be was (sic) fair and 
equitable, stating that he hoped bondholders would receive the maximum feasible 
amount from the new arrangement (emphasis added).”   [Author’s note: Contrast 
this statement with the actions of Kissinger, which betrayed the interests of 
bondholders] 
 

● “The State Department also began to realize that its active participation was 
necessary to achieve timely resolutions of defaults.  […] and the ineffectiveness of 
the FBPC in facilitating debt settlements.” 
 

● “State Department officials now played a much more prominent role than they had 
during the 1936 negotiations.  Welles and others pressured Havana, first to ensure 
that it addressed the debt situation, and then to see to it that the parties reached a 
settlement…” 
 

● Referencing Laurence Duggan, chief of the State Department’s Latin American 
division and recommendations made by Cuban authorities to refund public works 
obligations with a reduced interest rate: “Duggan saw no reason for creditors to 
accept any of the suggestions, and he urged the department to inform Cuban officials 
that it did not support them.” 
 

● “U.S. officials in Washington and Havana […] acted on behalf of bankers, 
bondholders and contractors.  As a result, both creditors and the Cuban government 
now used the State Department as a sounding board for testing the appropriateness of 
their positions, rather than seeking a consensus among themselves.” 
 
 



 
 
● Referencing Assistant Secretary of State Sumner Welles: “Welles […] made clear 
to both the FBPC and the Cuban government that the State Department desired a 
prompt, permanent settlement. […] Welles also told the Cuban ambassador that it 
was unreasonable to think bondholders would accept total cancellation of the back 
interest owed them (emphasis added).” 
 

● Referencing Assistant Secretary of State Sumner Welles: “Over the next four 
months, the Cuban government, with encouragement from Welles and the embassy, 
made a series of offers…” 

 

● Referencing Assistant Secretary of State Sumner Welles: “Welles held numerous 
meetings with Cuban officials, pressuring them to convince the debt commission to 
improve its offer.” 
 

● Referencing Assistant Secretary of State Sumner Welles: “Welles expected Cuba to 
make a reasonable debt settlement.  If an agreement were not soon forthcoming, he 
advised, the Securities and Exchange Commission would delist the public works 
bonds from the New York Stock Exchange, ensuring the loss of investor confidence 
in Cuba.” 
 

● Referencing the governments of Colombia and Brazil: “The State Department was 
unwilling to allow these defaulters to benefit from Exim lending. […]  Further, it 
insisted that governments address their external debt problems as a condition of 
receiving U.S. assistance. […]  In order to assist debtors in obtaining this aid, the 
department took a direct interest in negotiating debt settlements.  […] ‘contracting 
out’ debt negotiations to the FBPC was no longer an appropriate strategy.” 
 

● “In principle, department officials tried to expedite settlements that were in line 
with debtors’ capacity to pay.” 
 

● “Department officials, with assistance from staffs at various embassies, were 
increasingly the ones who determined what a fair settlement might entail.” 
 

● “Debt adjustment, even if the deal was a temporary one, generally had to occur 
before the State Department would sanction the extension of U.S. financial 
assistance.” 
 

● “The State Department could no longer ignore investors who held bonds in default 
and petitioned it for redress of their claims.  It conceded a measure of responsibility 
for bondholders’ plight.” 
 

● Referencing the United States Department of State: “[…] department officials 
believed that borrowers had an obligation to negotiate debt settlements in good faith.”  
 

● Referencing the United States Department of State: “Officials took into account the 
extent to which debtor governments were acting in good faith to reach agreements.” 
 

● “Debt negotiations with Colombia persuaded the State Department that it needed to 
intervene directly in the negotiating process.” 
 

● Referencing the matter of Colombia’s defaulted government bonds: “The State 
Department intervened to bring both parties to the negotiating table.” 
 



 
 
● Referencing the matter of Colombia’s defaulted government bonds: “[…] the State 
Department intervened to resolve the matter.  It did so because it believed that the 
FBPC was making a ‘mess’ of the negotiations and ‘that a protracted delay in [the] 
matter [might] imperil the chances of settlement as well as adversely affect the 
development of the economic relations between the two countries.”   [Author’s 
note: Contrast this statement with the actions of Kissinger, which betrayed the 
interests of bondholders] 
 

● Referencing the relevance of the FBPC to defaulted sovereign debt settlement 
negotiations: “As a result, the State Department effectively removed the FBPC as the 
key negotiator in debt talks with Colombia.  The action was a critical step in the 
process of turning the council into a shell operation.  The State Department’s actions 
to resolve the Brazilian debt situation effectively eliminated the FBPC as the 
institution with primary responsibility for handling debt defaults.”   [Author’s note: 
Contrast the veracity of the actual facts with Kissinger’s disingenuous statements, 
which betrayed the interests of bondholders] 

 

● “The FBPC experiment was over.  […] the State Department substituted direct 
intervention for indirect supervision of debt matters.”   [Author’s note: Contrast the 
veracity of the actual facts with Kissinger’s disingenuous statements, which betrayed 
the interests of bondholders] 
 

● “[…] the State Department actively encouraged foreign governments to address 
their external debts in default.” 
 

● “Rather, bureaucratic competition and national security issues impelled the State 
Department to step into the debt-adjustment process.” 
 

● “Rather, with little transparency to bondholders, the State Department supplanted 
the FBPC as the institution with primary responsibility for negotiating debt 
settlements.”   [Author’s note: Contrast the veracity of the actual facts with 
Kissinger’s disingenuous statements, which betrayed the interests of bondholders] 

 
In three recent instances involving the successful conclusion of debt settlement accords, all had 
the support of the Governments of the States of which the bondholders were citizens and which 
further evidence the necessity of intergovernmental action in order to achieve successful 
settlement of bondholder claims: 
 

“In all three instances it was Governmental resolve to limit access of the debtor 
nation to the capital markets of the nation of the unpaid bondholders that resulted 
in the successor Government of the debtor nation meeting its obligation to 
bondholders, who, individually, were quite helpless to obtain a remedy from the 
recalcitrant debtor nation. 
 
The Americans who own full faith and credit bonds issued by the immediate 
predecessor Government of China respectfully request the same assistance from 
its Government in advancing their bona fide claims against the successor Chinese 
Government as the British and French Governments provided to their citizens in 
bringing about a fair settlement of bondholders’ claims against the successor 
Governments of Russia and China.” 



 
 
Source: 
 

Letter of admonishment from B. Riney Green, Stites & Harbison, PLLC dated November 5, 
2002, to David Bradley, Chief Counsel, United States Foreign Claims Settlement Commission, 
referencing false public statements (Exhibit 8). 
 

The provision of Governmental assistance and intercession on behalf of private bondholders in 
regard to enforcement of claims is a very long-standing tenet of international relations: 
 

“Whenever, therefore, a Loan shall be found to be lawfully contracted in all its 
circumstances, by a subject of this with a Foreign State, and to be in arrear, such 
subject (or they who represent him) has a perfect abstract claim on his 
Government for redress.” 

 

Source: 
 

“Loans by Private Individuals to Foreign States Entitled to Government Protection, by the 
Fundamental Laws, as a Branch of Trade,” by Thomas Jennings Bramly, published by James 
Ridgway, Piccadilly, London (1842). 
 

The U.S. Department of State has articulated in writing the position that the Department of State 
supports the resolution of claims in instances in which U.S. persons have suffered a taking of 
rights in property in violation of international law by a foreign Government pursuant to the 
actions of either repudiation or discrimination. U.S. persons have suffered and continue to suffer 
injury from both actions, i.e., repudiation (e.g., the 1983 Aide Memoire) and discrimination (e.g., 
the 1987 exclusionary UK Settlement) by The People’s Republic of China and are therefore 
routinely referred by the Department of State to the Foreign Bondholders Protective Council (the 
“FBPC”) for assistance, and no pretext is asserted by the Department of State that the claims of 
U.S. persons were either addressed or settled by the 1979 U.S.-China Treaty. [5] 
 

“By the late 1930s, the State Department recognized that private actors were no 
longer in a position to achieve the objectives of U.S. foreign policy without 
substantial support from Washington.  Ironically, the public lending programs that 
Treasury and Exim officials promoted, and the State Department resisted, 
provided the leverage that the latter needed to prod governments in default to the 
negotiating table.” [6] 

 

In fact, the U.S. Department of State treated bondholders as sacrificial lambs in furtherance of 
the interests of large multinational corporations, e.g., bilateral trade.  The failure of the United 
States Government to adhere to established policies and enforce compliance with international 
law effectively stranded bondholders’ claims.  The following statement by Adam Lerrick, is 
illuminating: 
 

“O'Brien suggests that support for the bondholders in Congress might force 
through legislation championing their cause but Lerrick doesn't believe there is 
sufficient political momentum. ‘This is not an issue that is of interest to anyone in 
the international financial system,’ he said. ‘It will only become of interest if 
someone finds a legal technicality that creates some kind of political or diplomatic 
problem.’" [7] 

 

 - Adam Lerrick, Professor Emeritus of Economics, Carnegie Mellon University 



 
 
The United States Government crafted and presented China with a solution which 
disingenuously severed all claims related to the subject bonds as a component of “commerce and 
trade,” and was thus able to grant diplomatic recognition to The People’s Republic of China 
without requiring repayment of China’s defaulted full faith and credit sovereign obligations. 
Such action effectively stranded the claims of U.S. bondholders who, by being denied 
participation in the mutual claims settlement negotiations, were deprived of negotiating capacity 
since the bondholders had nothing to offer in exchange, and whose claims were then rendered 
non-justiciable in U.S. courts through the intervention of the U.S. Government in private civil 
litigation against a foreign state (see Russell Jackson, et al., v. The People’s Republic of China, 
infra).  As a result, bondholders are now wholly dependent on the United States Government to 
achieve a fair resolution of their claims.  The continuation of china’s access to the international 
financial markets including the U.S. in the face of its refusal to repay the defaulted bonds has 
been described as both “a hot potato” by a Credit Rating Analyst as reported by EuroWeek 
Capital Markets (April 8, 2005), and “a sensitive issue” by an International Banker as reported 
by the Financial Times (June 7, 2005). 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 
 Actions of the Executive Branch of the United States Government (Office of the  

President, Department of State, Department of the Treasury and Department of  
Commerce): Claims of U.S. Bondholders Deliberately Excluded from the U.S.–China 
Claims Settlement Treaty: January 01 – May 11, 1979 

 
January 01, 1979: 
 
The Government of the United States of America formally recognized the Government of The 
People’s Republic of China as the Government of China. 
 
March 02, 1979: 
 
Statement by W. Michael Blumenthal, U.S. Treasury Secretary: 
 

“We certainly consider the purpose for which I came to visit Peking, as it relates 
to our economic relations, has been achieved.” 

 
Source: 
 
“Blumenthal Toasts Chinese; Claims Remain Unresolved”, The Cornell Daily Sun (via AP), 
March 2, 1979. 
 
May 11, 1979: 
 
Execution of the Agreement Between The Government Of The United States Of America And 
The Government Of The People’s Republic Of China Concerning The Settlement Of Claims 
(May 11, 1979, 30 U.S.T. 1957 (1979)), also referenced as the “1979 U.S.–China Claims 
Settlement Treaty.” [8] The U.S. signatory to the Treaty was Juanita Kreps, U.S. Commerce 
Secretary. The Treaty was not ratified by the United States Congress as it was an executive 
agreement which therefore did not require congressional approval. 
 
In a letter dated July 11, 1979 from Mr. John Petty, President of the U.S. Foreign Bondholders 
Protective Council, addressed to the Ambassador of The People’s Republic of China to the 
United States of America, His Excellency, Chai-Zemin, reference was made to the bonds being 
“specifically excluded” from the recently concluded U.S.-China Claims Settlement Treaty. 
 

Excerpt: 
 
“During our discussion, I mentioned that the claims arising from the defaulted 
Government bonds were specifically excluded from the Claim Settlement.” 

 
The claims of private bondholders were intentionally and deliberately excluded from the Claims 
Settlement Treaty by the United States Government and were thus rendered unenforceable and 
thereby effectively extinguished. 
 
 



 
 
 
Any historical property claims which Chinese nationals or the Government of China might have 
against the United States were presumably settled via the 1979 U.S.-China Claims Settlement 
Treaty, as the Treaty settled all outstanding property claims between nationals of the U.S. and the 
PRC against either Government, with the exception of the bonds, which were deemed to be 
outside the scope of Title V of the federal statute which authorizes the U.S. Foreign Claims 
Settlement Commission. See the following information: 
 
http://www.globalsecuritieswatch.org/Amended_SEC_Complaint.pdf  (at 4) 
 

http://www.globalsecuritieswatch.org/Friend_of_the_Court-Sep21.pdf  (at 16) 
 
The concerted actions of the United States Government effectively deprived the bondholders of 
the ability to enforce their creditor rights and obtain compensation for their claims. 
 

Exclusion of Bondholders’ Claims from the 1979 U.S. – China Claims Settlement Treaty 
Ignored  the  Rights  of  Bondholders  with  Respect  to  Such  Claims  and  Deprived 
Bondholders of Crucial Negotiating Capacity with Respect to Resolution of Such Claims 
and  Further  Rendered  the  Claims  as  Ineligible  for  Inclusion  in  the  China  II  Claims 
Settlement Program 
 

Claims presented to the United States Foreign Claims Settlement Commission subsequent to the 
date of the 1979 U.S.-China Treaty were decided on the basis of the Treaty, which only included 
those claims which were determined to be eligible under Title V of the International Claims 
Settlement Act of 1949. 
 

The exclusion of settlement of the bonds from the 1979 Treaty is explicitly stated in the letter 
dated December 11, 1979, authored by J. Brian Atwood, Assistant Secretary for Congressional 
Relations, United States Department of State, addressed to the Honorable Charles A. Vanik, 
Chairman, Subcommittee on Trade, Committee on Ways and Means, United States House of 
Representatives, acknowledging that the claims of U.S. persons were outside the scope of the 
1979 Treaty because The People’s Republic of China had not repudiated the debt as of the date 
of the Treaty, and referring United States claimants to the U.S. Foreign Bondholders Protective 
Council, a private, non-profit public service organization established at the request of the United 
States Secretaries of State and Treasury and the Chairman of the Federal Trade Commission for 
the purpose of assisting U.S. citizens in recovery of repayment of defaulted obligations issued by 
foreign Governments (see infra, endnote 5). 
 

The exclusion of the claims of U.S. persons in regard to the debt from the 1979 Treaty is also 
explicitly referenced in the letter dated November 27, 1979 authored by Mr. John Petty, 
President, Foreign Bondholders Protective Council and addressed to the Honorable Abraham A. 
Ribicoff, Chairman, Subcommittee on International Trade, United States Senate, which states: 
 

“The Foreign Bondholders Protective Council, Inc. wishes to bring to the 
Subcommittee’s attention and to express concern that the Claims Settlement 
Agreement between the United States and People’s Republic of China dated May 11, 
1979 fails to settle any of the claims by U.S. citizens with respect to the defaulted 
obligations of the Government of China with which the Council is concerned and that 
China is unwilling to negotiate separately on this particular class of claims.” 

http://www.globalsecuritieswatch.org/Amended_SEC_Complaint.pdf
http://www.globalsecuritieswatch.org/Friend_of_the_Court-Sep21.pdf


 
 
 
As previously noted, the exclusion of the claims of U.S. persons from the 1979 Treaty was 
reiterated in another letter from the President of the Foreign Bondholders Protective Council 
dated July 11, 1979 and addressed to His Excellency Chai-Zemin, Ambassador of the People’s 
Republic of China, which states in part: 
 

“During our discussion, I mentioned that the claims arising from the defaulted 
Government bonds were specifically excluded from the Claim Settlement. In 
particular, the Council understands that the claims of holders of the publicly 
issued defaulted obligations of the Government of China with which the counsel 
(sic) is concerned and which are described in the attached Aide Memoire are not 
claims settled pursuant to Article I(a) of the Agreement because all such 
obligations were in default prior to October 1, 1949 and the subsequent failure on 
the part of the People’s Republic of China to reaffirm such obligations does not 
constitute any ‘nationalization, expropriation, intervention and other taking of, or 
special measures directed against, property of nationals of the USA on or after 
October 1, 1949 …’ within the meaning of Article I(a)” 

 
The People’s Republic of China refused to negotiate with the Foreign Bondholders Protective 
Council for the settlement of claims of U.S. persons and the defaulted sovereign debt remains an 
unpaid general obligation of the Chinese Government. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 
 
 Actions of the United States Foreign Claims Settlement Commission 

China II Program: June 01, 1979 – July 31, 1981 
 

The Foreign Claims Settlement Commission reviewed and adjudicated claims of U.S. nationals 
arising between November 06, 1966 and May 11, 1979 pursuant to the U.S.-China Claims Settlement 
Agreement of 1979 and Title I of the International Claims Settlement Act of 1949, as amended (the 
“Act”).  During the ‘China II’ Claims Settlement Program, the entirety of bond claims were denied 
by the Commission. 
 
 Excerpt: 
 

“[…] the Commission concludes that the claimant has failed to establish that the bonds, subject 
matter of this claim, were debts owed by the PRC or debts secured by property which has been 
“taken” by the PRC on or after November 6, 1966, and before May 11, 1979.  Therefore, the claim 
is hereby denied.” 

 
              [A.] Specimen Bond Claim – 
 

 Final Decision (November 21, 1979): 
 
 
 IN THE MATTER OF THE CLAIM OF 
 
   CATHARINE E. OLIVE 
 
 Under Title I of the International Claims 
 Settlement Act of 1949, as  amended by 
 Public Law 89-780 
 
 

The Commission stated its position that The Imperial Chinese Government 5% Hukuang Railways 
Sinking Fund Gold Loan of 1911, the bonds comprising the instant claim, are not secured by 
property or revenue, but instead constituted general obligation bonds that were not chargeable to the 
PRC. 
 

 Excerpt: 
 

“The claimant has not submitted any evidence of any action by the PRC concerning the rights of 
the bondholders of this issue which could be construed to be a nationalization or other taking of 
property after 1939.” 

 

As of the date of the Commission’s decision in the above matter,  The People’s Republic of China 
was the internationally recognized Government of China and enjoyed full diplomatic recognition by 
the United States Government, and had thus acceded to the position of obligor of China’s defaulted 
full faith and credit sovereign debt owed to both U.S. persons and non-U.S. persons. 
 

 Excerpt: 
 

“In this section the Commission is directed to decide claims in accordance with provisions of the 
applicable claims agreement and the principles of international law.” 

 
The legislative authority pursuant to which the Commission is empowered to review and 
adjudicate claims of U.S. nationals instructs the Commission to apply established norms of 
international law in rendering its decisions. 

Claim No.: CN-2-012 

Decision No.: CN -2-058 



 
 
 
 Excerpt: 
 

“The Commission has consistently held that in the absence of a positive action by the foreign 
Government affecting the right to payment, a bondholder’s right is “taken” by the debtor foreign 
Government on the day when it refuses to pay the obligation for the first time: in other words, 
when the foreign Government first defaults upon its obligations.” 

 

The Commission’s self-declared position regarding when a bondholder’s rights are “taken” ignores 
and stands in contrast to the proclamations by the successive pre-1949 Chinese Governments 
affirming the intent to repay the obligations when they are able to do so.  The statement by Lin Ping 
to officials of the United States Government with respect to The People’s Republic of China’s 
position on the bonds, effectively constituting a repudiation of the debt, would not have been known 
to the claimant, although it was (obviously) known to officials of the U.S. Government. 
 

 Excerpt: 
 

“[…], the Commission concludes that the Proposed Decision dated October 17, 1979 denying this 
claim must be and is hereby affirmed as its final determination on this claim.” 

 

              [B.] Specimen Bond Claim – 
 

 Final Decision (April 01, 1981): 
 
 
 IN THE MATTER OF THE CLAIM OF 
 
   WELTHY KIANG CHEN 
 
 Under Title I of the International Claims 
 Settlement Act of 1949, as  amended by 
 Public Law 89-780 
 
 
The claimant asserted that The People’s Republic of China, as the successor to the Kuomintang 
Government, succeeded to all rights including responsibility for all obligations of the 
predecessor Government upon its ascension to power on October 01, 1949.  The claimant further 
stated that as a U.S. citizen, her loss did not occur (“become definite”) until January 01, 1979, 
the date upon which the U.S. Government recognized The People’s Republic of China. 
 

In its final decision, the Commission rejected claimant’s arguments and denied the claim in its 
entirety. 
 

            Excerpt: 
 

“[…] no evidence has been submitted which indicates that the subject bonds and notes were first 
in default after October 1, 1949 nor that the Government of the PRC has affirmatively repudiated 
them. […] the Commission does not have the authority to […] to find a claim compensable unless 
the evidence submitted is sufficient to establish that a loss occurred between November 6, 1966 
and May 11, 1979. After a careful review of the evidence of record in this claim, the Commission 
finds that the evidence submitted does not establish a taking during the requisite period of time.” 

 
A total of approximately fifty (50) bond claims were reviewed and denied by the Commission 
during the ‘China I’ and ‘China II’ Claims Settlement Programs. [9]  The entirety of the bond  

Claim No.: CN-2-015 

Decision No.: CN-2-066 



 
 
 
claims were thus denied by the Commission even though under settled international law The 
People’s Republic of China had inherited the repayment obligation for the bonds on October 25, 
1971, the date upon which it became the internationally recognized Government of China by 
majority vote of the U.N. General Assembly and was thus the obligor of the bonds at the time the 
‘China II’ claims settlement proceedings were initiated by the Commission. 

Summary  Review  of  the  Actions  of  the  Foreign  Claims  Settlement  Commission  in 
Respect of the ‘China I’ and ‘China II’ Claims Settlement Proceedings 
 
Under international law, The Chinese Communist Government, The People’s Republic of China, 
had no legal obligation to repay the debt prior to October 25, 1971, the date upon which the 
international community by action of the United Nations General Assembly (Resolution 2758) 
granted The People’s Republic of China international recognition as the Government of all 
China. Prior to such date, it had not yet achieved recognition as the internationally recognized 
Government of all China and so could not have authoritatively repudiated the debt. 
 
On or about March 11, 1971, the Foreign Claims Settlement Commission of the United States 
(the “Commission”), an independent quasi-judicial federal agency organized administratively as 
a separate agency within the United States Department of Justice, determined that there was no 
evidence of any positive action by The People’s Republic of China affecting the rights of holders 
of the Chinese Government’s defaulted full faith and credit sovereign debt as of such date. 
 
Query: Is a positive action required in order to constitute a taking of creditors’ rights? 
 

CHAPTER 11 
 

DEFAULT AND REPUDIATION 
 

“A borrower’s failure to pay interest, or failure to meet sinking fund payments or 
maturing obligations on a stipulated date, constitutes a violation of agreements and is 
regarded in financial language as default or bankruptcy. A government or any 
political subdivision is guilty of default if it violates the rights of creditors in failing 
to meet obligations in whole or in part, with or without an express announcement to 
that effect (emphasis added). Etymologically, the word ‘default’ is derived from the 
Latin de, which is in this case merely a prefix of intensive force, and fallere, meaning 
‘to deceive,’ or ‘to cheat.’  Default then means a thorough and complete deception of 
the creditor by the debtor. ‘Repudiation’ also traces its origin to the Romans. Its 
component parts are re, indicating repetition, and pudere, ‘to be ashamed of.’ 
Originally it meant to be ashamed of something or someone.  The inference, however, 
of the use of the word in present financial language, is that the repudiator is to be 
ashamed only of himself.” 

 
Source: 
 
“Foreign Bonds: An Autopsy,” by Max Winkler (1999), published by Beard Books, an imprint 
of Beard Group, Inc., Law & Business Publishers. 
 



 
 
 
During the China I claims settlement program, a Government-to-Government claims settlement 
agreement between the United States and the Chinese Communist Government, The People’s 
Republic of China, did not exist. In the absence of a Government-to-Government claims 
settlement agreement, the authority of the Commission to accept claims for settlement was 
governed by Title V of the International Claims Settlement Act of 1949, which did not provide 
the Commission with the authority to accept claims arising from takings by foreign Governments 
prior to such date. The related claims of U.S. persons were considered to be outside the scope of 
the Commission’s authority and the Commission excluded such claims from eligibility for 
inclusion in the initial China claims settlement proceedings which pre-dated the later 
Government-to-Government claims settlement agreement between the United States and The 
People’s Republic of China. 
 
The Commission's primary mission is to determine the validity and monetary value of claims of 
United States nationals for loss of property or for personal injury in foreign countries, as 
authorized by Congress, upon referral by the Secretary of State, or following Government-to-
Government claims settlement agreements. The Commission was vested with the authority for 
adjudicating claims against the Chinese Communist regime arising since 1949, although no 
federal statute explicitly states that the jurisdiction granted to the Commission to determine 
claims is exclusive. The Commission has stated the position that it does not have, nor has it ever 
had, the authority to settle any claims against the Government of China arising prior to 1949, 
including any claims related to the Chinese Government’s defaulted full faith and credit 
sovereign debt arising prior to 1949.  
 
The Commission conducted two phases of claims settlement proceedings with respect to China: 
“China I” and “China II”. China I claims encompassed the period of October 1, 1949 through 
November 6, 1966 and were adjudicated by the Commission between July 6, 1969 and July 6, 
1972, which preceded the Agreement Between The Government Of The United States Of 
America And The Government Of The People’s Republic of China Concerning The Settlement 
Of Claims, dated May 11, 1979, 30 U.S.T. 1957 (1979), also referred to as the “1979 U.S.-China 
Treaty”. 
 
Claims submitted to the Commission during the China I claims settlement hearings were 
adjudicated pursuant to Title V of the International Claims Settlement Act of 1949, which vests 
the Commission with the authority to accept only those claims arising as a result of positive 
actions of the post-1949 Chinese Government and did not provide the Commission with the 
authority to settle pre-1949 claims. As of the final date of the China I claims settlement period, 
the claims of U.S. persons were ineligible for settlement under Title V were therefore rejected by 
the Commission on that basis as recorded by the Final Decision of the Commission in Carl 
Marks & Co., Inc., Foreign Claims Settlement Commission, Claim No. CN-0420; Decision No. 
CN-472, March 11, 1971: “… a claim based upon such bonds does not come within the purview 
of Title V of the International Claims Settlement Act of 1949, as amended.” 
 
A second phase of claims of U.S. persons were adjudicated by the Commission during the China 
II hearings (August 31, 1979 to July 31, 1981) which were conducted subsequent to the 1979 
U.S.-China Treaty. Claims submitted to the Commission during the China II claims settlement 
hearings were adjudicated pursuant to Title I of the International Claims Settlement Act of 1949,  



 
 
which vests the Commission with the authority to accept claims which are eligible pursuant to an 
existing claims agreement concluded between the United States and a foreign Government, 
which in the immediate instance is the 1979 U.S.-China Treaty. As the Agreement was 
constructed pursuant to Title V of the above Act, the pre-1949 claims of U.S. persons were 
excluded from settlement under the Agreement, and so the Commission had no authority to 
accept the claims of U.S. persons related to the debt during the China II phase of hearings and 
such claims were therefore denied, e.g., In the Matter of the Claim of Carl Marks & Co. Inc. 
(Claim No. CN-0420; Decision No. CN-472, entered as a Proposed Decision on June 17, 1970 
and reaffirmed as the Final Decision of the Commission on March 11, 1971); In the Matter of the 
Claim of Catharine E. Olive (Claim No. CN-2-012; Decision No. CN-2-058, entered as a 
Proposed Decision on October 17, 1979 and reaffirmed as the Final Decision of the Commission 
on Nov. 21, 1979); and In the Matter of the Claim of Welthy Kiang Chen (Claim No. CN-2-015; 
Decision No. CN-2-066, entered as a Proposed Decision on October 17, 1979 and reaffirmed as 
the Final Decision of the Commission on April 1, 1981). 
 
Did the Foreign Claims Settlement Commission wrongfully deny the claims of bondholders 
during the China claims settlement proceedings? 
 

Despite the fact that The People’s Republic of China inherited the repayment obligation for 
China’s defaulted sovereign obligations (e.g., the subject bonds) during the period when the 
China II claims settlement program remained active, the Commission continued to exclude 
claims related to the subject bonds on the basis that it lacked the authority to accept such claims. 
The Commission’s refusal to accept claims submitted by U.S. nationals pertaining to the subject 
bonds subsequent to the date upon which The People’s Republic of China inherited the 
repayment obligation pursuant to settled international law may contravene both the language as 
well as the intent of the International Claims Settlement Act of 1949 governing the settlement of 
claims of U.S. nationals against foreign governments, which requires “… the Commission to 
decide claims in accordance with provisions of the applicable claims agreement and the 
principles of international law” (22 U.S.C.A. Sec. 1623(a)).  The continuity of obligations among 
successive internationally recognized governments has long been established as an accepted 
norm of settled international law.  See, e.g., Lehigh Valley R. Co. v. State of Russia, (supra) 
decided in 1927 and the Tinoco Case (Gr. Br. V. Costa Rica), U.N. Reports of International 
Arbitral Awards, Vol. 1, 369, 375, decided in 1923.  It is also noteworthy that the Commission 
contravened the doctrine articulated in U.S. Department of State Cable 1973STATE105075: 
“WHILE IT IS WELL SETTLED UNDER INTERNATIONAL LAW THAT SUCCESSOR 
GOVERNMENTS ARE HELD RESPONSIBLE FOR THE OBLIGATIONS CONTRACTED BY THEIR 
PREDECESSORS, WE DO NOT WISH AT PRESENT TO ADDRESS THIS POINT.” 
 
It is evident from an examination of the ‘Secret’ U.S. Department of State cables that the Foreign 
Claims Settlement Commission, an agency within the U.S. Department of Justice, acted 
complicit with the policy articulated by the Department of State in excluding the claims of 
United States nationals in regard to the subject bonds. A pattern of inter-agency cooperation to 
suppress the interests of bondholders is revealed by the subsequent actions of both agencies in 
the Jackson litigation, wherein the U.S. Department of Justice would again act in concert with 
the U.S. Department of State to successfully intervene in the judicial proceedings to persuade a 
federal district court judge to set aside a default judgment which had already been entered and to 
dismiss the action. 
 



 
 
 
 Actions of the United States Department of State and the United States Department of 

      Justice Acting As Amicus Curiae in Private Civil Litigation Proceedings Against a 
      Foreign State Involving Commercial Contract Disputes: 1979 - Present 
 
Although the restrictive theory of sovereign immunity was codified in 1976 as the Foreign 
Sovereign Immunities Act (“FSIA”) to provide a statutory authority for consistent application of 
the restrictive theory of sovereign immunity, specifically by eliminating the Department of State 
from its continuing intermeddling in the adjudication of issues involving questions of sovereign 
immunity, the Department of State nonetheless reserved the right to intervene in those cases in 
which it deems an interest. [10] 
 
Prominent among such cases is the instance of Russell Jackson, et al., v. The People’s Republic 
of China (550 F. Supp 869, 1982; 596 F. Supp 386, 1984; and 794 F.2d 1490, 1986), in which 
the Department of State intervened in the proceedings and persuaded a United States District 
Court judge to set aside a judgment which he had previously rendered awarding damages to 
holders of defaulted Chinese Government bonds which The People’s Republic of China refuses 
to repay in violation of settled international law.  
 
Plaintiffs had filed a class action suit against The People’s Republic of China seeking to obtain 
payment of defaulted bonds issued as The Imperial Chinese Government Five Per Cent Hukuang 
Railways Sinking Fund Gold Loan of 1911 by a predecessor Chinese Government. 
 
This case addressed three significant aspects of international law: 
 

1. The liability of successor governments for obligations contracted by 
predecessor governments (as previously espoused by Department of State 
officials to representatives of the Chinese Government, i.e., that the bonds remain 
valid outstanding obligations); 
 
2. The immunity of a foreign State to suit in the federal courts of the United 
States; and 
 
3. The nature of diplomatic relations between States. 

 
As to the aspect of liability of successor Governments for payment of sovereign obligations 
contracted and issued by predecessor Governments, the Court determined that under settled 
international law, changes in the Government of a state do not usually affect preexisting rights 
and obligations. The Court further determined that since the Communist Government succeeded 
both the Imperial and Nationalist Governments, The People’s Republic of China was bound by 
existing international law to honor the financial obligations that the previous Governments had 
incurred. 
 
As to the second issue of whether a foreign state is subject to the jurisdiction of a federal court 
within the United States, the District Court relied upon the Foreign Sovereign Immunities Act of 
1976 (28 U.S.C. §§1330, 1391, 1602-1611), which states that a foreign state is not immune from 
suit in connection with a commercial activity conducted by the foreign state within the United  



 
 
 
States or which has an effect within the United States. The issuance and sale of sovereign bonds 
is considered a “commercial activity.”  The Court thus reasoned that The People’s Republic of 
China did not enjoy immunity from suit in a United States federal court. 
 
The Court determined that the claimants were entitled to receive compensation on the bonds and 
entered judgment in favor of plaintiffs, awarding the sum of $41.3 million plus interest for the 
bond claims at issue. [11] 
 
The Court’s ruling in favor of the plaintiffs was the first instance in which a foreign state had 
been found liable for defaulted loans by a United States federal court, thereby establishing a 
significant precedent for U.S. nationals holding defaulted bonds issued by other foreign 
Governments. 
 

“The entry of a default judgment against the People’s Republic of China by the 
federal district court for the Northern District of Alabama in September 1982 in 
the case of Jackson v. People’s Republic of China was a ruling of considerable 
significance for both the United States and international law.  Although a number 
of nations had previously defaulted on external bonds issued in the United States 
to United States investors and payable in U.S. dollars, the Jackson decision was 
the first instance of a United States court finding a foreign Government liable for 
defaulting on its payments on such bonds.” [12] 

 
After the Chinese Government threatened to retaliate in regard to the Court’s decision by seizing 
American properties situated in mainland China, the United States Department of State and the 
United States Department of Justice jointly intervened in the legal proceedings in the guise of 
Amicus Curiae, filing two Statements of Interest backing The People’s Republic of China’s 
motions.  The Department of State asserted that holding The People’s Republic of China 
accountable for payment of full faith and credit sovereign obligations which had been contracted 
and guaranteed by the prior Chinese Governments would upset The People’s Republic of China 
and possibly damage relations (more specifically, trade relations) between the two Governments.  
In both its Amicus Curiae brief and in oral arguments, The United States Government stated its 
position in opposition to the Court’s ruling in favor of the plaintiffs and petitioned the Court to 
abandon its decision.  The intercession of the United States Government in private party judicial 
proceedings against a foreign state would appear to contravene both the provisions and the 
congressional intent of the International Claims Settlement Act of 1949. 
 
Prior to the intervention by the United States Government in the legal proceedings, the attorney 
for the plaintiff class, William Eugene Rutledge, was summoned to Washington, D.C. by then-
United States Deputy Secretary of State Kenneth Dam, who advised Mr. Rutledge that he should 
drop the lawsuit and that his bondholder clients are “…just speculators,” to which Mr. Rutledge 
replied, “…speculators built most of the wealth of this country, such as The Great Eastern 
Railroad” (i.e., as opposed to government employees). [13]  Such a statement by the second most 
senior official at the Department of State, who is also a former Deputy Secretary of the United 
States Department of the Treasury, explicitly evidences the hostile posture of the United States 
Government towards enforcement of the bondholders’ rights and claims. 
 



 

District Court Proceedings 
 
RUSSELL JACKSON, ET AL. v. THE PEOPLE’S REPUBLIC OF CHINA. 
 

550 F.Supp. 869. U.S. District Court, N.D. Ala., September 2, 1982. 
 

Memorandum of Opinion Setting Aside Default Judgment, Civil Action No. 79-C-1272-E. 
U.S. District Court, N.D. Ala., February 27, 1984 (Unpublished Order). 
 

596 F.Supp. 386. U.S. District Court. N.D. Ala., October 26, 1984. 
 
About November 13, 1979: 
 
Subsequent to formal diplomatic recognition of The People’s Republic of China by the United 
States on January 1, 1979, a civil suit was filed in United States District Court for the Northern 
District of Alabama, Eastern Division by Russell Jackson, an individual person, against The 
People’s Republic of China as the obligor of certain defaulted full faith and credit sovereign 
obligations of the predecessor Chinese Governments.  The defaulted obligations at issue are 
collectively referenced as “The Imperial Chinese Government Five Per Cent Hukuang Railways 
Sinking Fund Gold Loan of 1911.” 
 
During the proceedings, the District Court observed: 
 

“In the early 1900s, in a period known as the Manchu Reform Movement, China 
embraced modernization in earnest.  One of the changes was the construction of a 
railway system in order to develop the economy, consolidate the defense system 
and strengthen national unification. The Hukuang Railway was a part of this 
expanding system. In 1911, the Imperial Chinese Government sold, issued for sale 
and authorized the issuance for sale in the United States certain bearer bonds, 
more particularly described as follows: The Imperial Chinese Government 5% 
Hukuang Railways Sinking Fund Gold Loan of 1911 […]. The proceeds from the 
sale of these bonds were used to build the final link in the north-south railway 
system. This link, the Hukuang Railway, connects Beijing, formerly Peking, and 
the port city of Canton. Prior to the completion of this railway, goods were 
transported either over land on poor roads or circuitously by the sea and the 
Yellow and Yangtze Rivers which run east-west. Consequently, the Hukuang 
Railway was a major step forward for fast and efficient transportation between 
north and south. It is still in operation as an integral part of China’s railway 
system.” [14] 

 
The Chinese Government made timely interest payment on the Hukuang Railway bonds until 
December 15, 1930. Subsequent to that date, only two half-interest payments were made on June 
15, 1937 and on June 15, 1938. [15] 
 
The District Court affirmed that under accepted principles of international law, The People’s 
Republic of China is the successor Government to the Imperial Chinese Government and, 
therefore, the successor to its obligations. The Court also found that The People’s Republic of 
China is not entitled to immunity from suit nor is it immune from the jurisdiction of U.S. Courts  



 
 
 
in connection with any action which is based on a commercial activity by the foreign state 
carried on in the United States or a commercial activity of the foreign state elsewhere and that 
act causes a direct effect in the United States. 
 
The District Court noted: 
 

“It is clear that the sale, issuance for sale and authorization of issuance for sale in 
the United States constitutes a “commercial activity” carried on in the United 
States by a foreign state. […] Therefore, the defendant is not entitled to the 
general immunity granted to foreign states under 28 U.S.C. § 1604 with respect to 
the bonds which are the basis of this suit. […] Not only has The People’s 
Republic of China refused to avail itself of the legal procedures available to set 
aside entry of default, it has returned all documents sent to it and has indicated 
that it will not be a party to this suit. Under the circumstances, the plaintiff class is 
entitled to and this Court has the authority to enter a judgment of default against 
The People’s Republic of China. In light of the preceding discussions, it is clear 
that plaintiffs are entitled to payment of all unpaid interest and principal on the 
Hukuang bonds.” [16] 

 
About October 21, 1981: 
 
First Determination by the District Court: 
 
Finding jurisdiction and entering a default judgment against defendant The People’s Republic of 
China.  The District Court also certified the suit as a class action comprising 240 individual 
bondholders. 
 
About September 1, 1982: 
 
Judgment entered in favor of the plaintiff class and damages awarded in the amount of 
$41,313,038.00. 
 
About January 1983: 
 
The People’s Republic of China sent a diplomatic note to the District Court, stating that should 
the Court proceed with the default judgment against China and attach China’s properties in the 
United States, the Chinese Government reserved its right to take “corresponding measures.” [17] 
 
About February 2, 1983: 
 
The People’s Republic of China issued an Aide Memoire prepared by the Ministry of Foreign 
Affairs, wherein the People’s Republic of China explicitly repudiated the full faith and credit 
sovereign debt incurred by predecessor Chinese Governments. [18]  The Aide Memoire stated 
that The People’s Republic of China recognized no obligation to pay external debts incurred by 
earlier Chinese Governments and that The People’s Republic of China enjoyed absolute 
sovereign immunity. 



 
 
 
About February 2 – 6, 1983: 
 
U.S. Secretary of State George Shultz met with Deng Xiaoping over a period of several days in 
Beijing during which meeting Chairman Deng personally expressed his concern regarding the 
U.S. District Court’s ruling, stating that The People’s Republic of China regarded it as a serious 
matter and a major irritant in bilateral relations with the United States. [19]  During this series of 
meetings, Chinese Foreign Minister Wu Xueqian personally transmitted the Aide Memoire to 
Secretary Shultz. Secretary Shultz reportedly encouraged the Chinese leadership to actively 
participate in the ongoing legal proceedings and that it could do so without relinquishing its 
position of absolute immunity. [20] 
 
About Mid-1983: 
 
The plaintiffs began efforts to execute on their judgment against The People’s Republic of 
China. 
 
About August 1983: 
 
The People’s Republic of China belatedly appeared for the first time before the District Court 
and filed the following motions: (1) for relief from the entry of a default judgment; (2) in 
opposition to plaintiffs’ motion for an order enabling attachment or execution proceedings 
against The People’s Republic of China; (3) to vacate the judgment; and (4) to dismiss the case. 
In support of its motion to dismiss, China alleged that the FSIA, which was enacted in 1976, 
does not retroactively apply to a cause of action arising from a 1911 transaction. The People’s 
Republic of China instructed its counsel not to appear for oral argument. [21] 
 

♦  Intervention by the United States Department of State in Private Party Litigation 
Against a Foreign State Referencing a Commercial Contract Dispute: 
 
During the proceedings the U.S. Department of State called the presiding judge (Hon. U.W. 
Clemon) by telephone to discuss the case. [22]  Previously, as already noted, subsequent to filing 
the case with the District Court, Mr. Rutledge was summoned to Washington, D.C. for a private 
meeting at the U.S. State Department with then-Deputy Secretary of State Kenneth Dam, during 
which meeting, Deputy Secretary Dam made the derogatory reference to the members of the 
bondholder class. 
 
The United States Government, through both the Department of State and the Department of 
Justice, filed two Statements of Interest (including numerous documents) in the case, in favor of 
and in support of The People’s Republic of China’s motions. In its Statements of Interest, the 
United States Government urged that the default be set aside. 
 
In support of this position, U.S. Secretary of State Shultz filed an affidavit which states in part: 
 

“The present proceedings, and the default judgment against the PRC in particular, 
have become a significant issue in bilateral United States / China relations, as 
evidenced by Chairman Deng’s personal representations to me in February 



 
 
 
[1983], by China’s representations to other Department officials throughout the 
duration of this lawsuit, and by the repeated diplomatic notes from the PRC that 
have been filed in these proceedings. The manner in which these proceedings are 
finally resolved can be expected, therefore, to have ramifications for other 
important United States interests with respect to China.” [23] 

 
About February 27, 1984: 
 
Second Determination by the District Court: 
 
Following the intervention in the contract dispute by the U.S. State Department, the District 
Court issued an Order (unpublished) setting aside the default judgment. 
 
About October 26, 1984: 
 
Third Determination by the District Court: 
 
Subsequent to the intervention in the case by both the United States Department of State and the 
United States Department of Justice, each of which separately filed a Statement of Interest in the 
case, the District Court, following the line of reasoning formulated by the State Department, 
abruptly vacated its earlier default judgment and dismissed the complaint, stating: “… the Court 
finds and concludes that the FSIA cannot be retroactively applied; and, accordingly, this action 
must be dismissed for want of subject matter jurisdiction.” 

Appellate Court Proceedings 
 
RUSSELL JACKSON, ET AL.; INDIVIDUALLY AND ON BEHALF OF ALL OTHER 
HOLDERS OF FIVE PERCENT HUKUANG RAILWAYS BEARER BONDS ISSUED BY 
THE IMPERIAL CHINESE GOVERNMENT IN 1911, SIMILARLY SITUATED, 
PLAINTIFFS-APPELLANTS, V. THE PEOPLE’S REPUBLIC OF CHINA, A FOREIGN 
GOVERNMENT, DEFENDANT-APPELLEE. 
 

United States Court of Appeals, Eleventh Circuit. 794 F.2d 1490. July 25, 1986. 
 

Rehearing and Rehearing En Banc Denied September 3, 1986. 
 
On appeal to the Eleventh Circuit, the case was assigned to an appellate judge (Hon. Albea 
Godbold) who was born in China, and whose parents were at the time both missionaries in 
China, and whose law clerk at the time (Michael Choy) is Chinese. 
 

♦  Intervention by the United States Department of State in Private Party Litigation 
Against a Foreign State Referencing a Commercial Contract Dispute: 
 
The United States Government acted as Amicus Curiae on the side of The People’s Republic of 
China during the proceedings and filed an Amicus Curiae brief with the Court.  Attorneys for the  
 



 
 
 
United States Government participated in the Appellate Court proceedings include the following: 
Michael F. Hertz, United States Department of Justice, Commercial Litigation Branch, Civil 
Division, Washington, D.C., and Frank W. Donaldson, United States Attorney, Birmingham, 
Alabama, and Herbert J. Lewis, III, Birmingham, Alabama, for Amicus Curiae.  The United 
States Government again filed a Statement of Interest and was permitted to argue.  
 
About July 25, 1986: 
 
Noting that a court may vacate a judgment which it has rendered, to do so constitutes an 
“extraordinary remedy” which may be invoked only upon a showing of “exceptional 
circumstances,” the Appellate Court thereby affirmed the actions of the District Court, finding 
that the case presents “extraordinary circumstances” justifying the District Court’s actions. 
 
The Appellate Court held that the District Court was correct in finding that it lacked subject 
matter jurisdiction because the FSIA did not apply retroactively to confer subject matter 
jurisdiction in the case.  Note: A decision by the United States Supreme Court handed down in 
mid-2004 held that the FSIA did apply retroactively (Republic of Austria v. Altmann (No. 03 – 
13), 541 US 677). 
 
About September 3, 1986: 
 
Rehearing and Rehearing En Banc Denied. 

United States Supreme Court Proceedings 
 
Cert denied 480 US 917 (1987). 
 
Justice Denied: 
 
By engaging in such deliberate action(s) in both the district court and appellate court 
proceedings, the United States Government interfered in private litigation against a foreign state 
referencing a commercial contract dispute. 
 

“Jackson was the first case after the enactment of the FSIA in which the State 
Department submitted a Statement of Interest: the intervention was decisive in the 
outcome (emphasis added).” [24] 

 
As Feinerman also notes: 
 

“On 8 September 1982, in a talk to the correspondents of the US Commercial 
Times on the default judgment made by the US Court on the ‘case of the Huguang 
railways bearer bonds,‘ an assistant legal advisers also admitted that the US 
Government should adopt active measures before the situation gets out of control 
to promptly stop any actions harmful to Sino-American relations. […] The 
Department also elaborated excuses for China’s failure to appear earlier in Court  



 
 
 
and then proceeded to suggest a line of defences which would have justified 
dismissal of the case.  The District Court in Jackson, following the line of 
reasoning formulated by the State Department, abruptly vacated its earlier default 
judgment and dismissed the complaint for lack of subject matter jurisdiction, once 
the PRC appeared and the State Department weighed in with its views.  As one 
observer noted: ‘The State Department’s views apparently persuaded the Court to 
reach its decision, which suggests that where foreign policy interests are at issue, 
the State Department may assume a role similar to the one played prior to the 
enactment of the FSIA.’  […] it nevertheless, once again, suggests that the State 
Department will bow to pressure exerted by a foreign Government and that the 
judicial branch will defer to that executive determination – a practice the FSIA 
was avowedly enacted to eliminate.” [25] 

 
In Hearings before the United States Congress, the U.S. Department of State itself noted: 
 

“From the standpoint of the private litigant, considerable uncertainty results. A 
private party cannot be certain that his legal dispute with a foreign State will not 
be decided on the basis of non-legal considerations through the foreign 
Government’s intercession with the State Department.” [26] 

 
Subsequent to the Appellate Court’s decision in  Jackson, the United States Supreme Court ruled 
that the FSIA can in fact be retroactively applied to pre-1952 takings by sovereign governments. 
[27]  However, in the instance of Jackson, not only have the interests of a private party been 
sacrificed in order to further U.S. foreign policy, but the enduring effect of the intervention of the 
U.S. Department of State in private judicial proceedings involving commercial contract disputes 
has effectively impaired bondholders’ claims, which may thus no longer be justiciable through 
the United States judicial system. 
 
Through the complicity of the United States Government, China was able to shed its foreign debt 
repayment obligation free from a default penalty. The bonds remain unpaid and the Hukuang 
Railway remains in operation this day, providing economic benefit to The People’s Republic of 
China. 
 
 

 
 
 
 
 
 
 
 
 
 
 
 



 
 

Summary of Judicial Actions in United States Courts 
Concerning China’s Pre-1949 Full Faith and Credit Sovereign Bonds 

 

(Defaulted Bonds Issued and Guaranteed by the Chinese Government 
and Subsequently Repudiated by The People’s Republic of China) 

 

The following cases represent the entirety of those known to the author as of the date of this document. The Judicial 
Branch of the United States Government would appear to harbor a prejudicial and even hostile posture towards 
bondholder suits in U.S. courts seeking a judicial remedy, as evidenced by the unsuccessful actions appearing 
below. Such a posture by the U.S. court system is undoubtedly the product of the intervention by the U.S. 
Department of State and the U.S. Department of Justice. 
 

● Two lawsuits were reportedly filed prior to 1952 in United States federal courts 
against The People’s Republic of China concerning bonds issued prior to 1920, but the 
author has not been able to locate any specific information including the case captions or 
citations. [28] 
 

● Carl Marks & Company, Inc. v. The People’s Republic of China 
 

 Two lawsuits were reportedly filed in Federal District Court for the S.D.N.Y. 
against The People’s Republic of China by the investment firm Carl Marks & Company, 
Inc. in 1982. [29] However, the author has been unable to confirm the case captions or 
identify any citations to the reported cases. Corporate representatives have been 
unresponsive to multiple requests to Carl Marks & Company for such information. 
 

● Russell Jackson, et al. v. The People’s Republic of China 
 
 550 F.Supp. 869 (N.D. Ala. 1982) (Finding Jurisdiction; Entering Default Judgment  
 Against the People’s Republic of China; Awarding Damages to Plaintiffs) 
 
  Intervention by the United States Department of State in Private Party Judicial  
 Proceedings Against a Foreign State Referencing Commercial Contract Dispute: 
 
 Civ Action No. 79-C-1272-E (N.D. Ala. 1984) (Opinion Setting Aside Default Judgment) 
 596 F.Supp. 386 (1984) (Dismissing the Case at the Request of U.S. Government) 
 794 F.2d 1490 (1986) (Affirming District Court’s Dismissal) 

  480 US 917 (1987) (Certiorari Denied by United States Supreme Court) 
 

● Casey v. The People’s Republic of China 
 
 Civil Action No. 82-1444 (W.D. Pa.) 
 
 (This case was withdrawn at the plaintiff’s request following the Alabama court’s decision  
 in Jackson). 
 

● Marvin L. Morris, Jr. v. The People’s Republic of China 
 
 478 F.Supp. 2d 561 (2007) (Dismissing the Case) 
 
 Brief Amicus Curiae: 
 
  http://www.globalsecuritieswatch.org/Friend_of_the_Court-Sep21.pdf 
 

● Pons v. The People’s Republic of China 
 
 666 F.Supp 2d 406 (2009) (Dismissing the Case) 
 

● Kevin O’Brien v. The Republic of China on Taiwan, et al. 
 
 U.S. District Court for the District of Arizona 4:2010cv00130 (Dismissed) 
 

 ● Taiwan Civ. Rights Litig. Org. v. Kuomintang Bus. Mgmt. Comm. 
 

  U.S. District Court for the Northern District of California 3:10cv00362 (Dismissed) 
  2011 U.S. Dist. LEXIS 124812 (USDC ND Cal., Oct. 13, 2011) (Dismissing the Re-filed Case) 
  2012 U.S. App. LEXIS 21621 (9th Cir. Cal., Oct. 17, 2012) (Affirming Dismissal) 
  Unpublished Opinion No. 11-17717 (9th Cir. Oct. 17, 2012) (Affirming Dismissal) 

http://www.globalsecuritieswatch.org/Friend_of_the_Court-Sep21.pdf


 
 
 
 Actions of the United States Securities and Exchange Commission 

1998 - Present 
 

In late 1998, the United States Securities and Exchange Commission (the “SEC” or the 
“Commission”) petitioned and did subsequently persuade a federal district court in Orlando, 
Florida to reclassify uncancelled, gold-backed, full faith and credit sovereign bonds of the 
Chinese Government as “historical documents” rather than “securities.” [30]  The SEC espoused 
this position despite the fact that the subject obligations were then, and remain today, active 
listings on the NYSE Euronext Securities Exchange and are assigned International Securities 
Identification Numbers (ISINs) with The People’s Republic of China identified as the 
“Emetteur” (i.e., Obligor and Payor; the party responsible for transmitting payment) of the bonds 
[Exhibit 7], and despite the affirmative accession of the bonded debt by The People’s Republic 
of China in the 1987 settlement of mutual claims involving bonds and property of U.K. citizens 
pursuant to the Great Britain - China claims settlement treaty. [31]  Of note is that the latter point 
constitutes an exclusionary settlement which excluded the claims of U.S. persons in 
contravention of settled international law. 
 

“We investigated those bonds,” said Michael MacPhail, assistant director of the 
SEC’s Denver office, referring to the Chinese Reorganization bonds. “We 
generally alleged that they were without any investment value. They’re just 
collectible memorabilia.” [32] 

 

Moreover, the SEC’s actions in regard to the bonds contradicts, and remains inconsistent with 
the position espoused by the U.S. Department of State that pursuant to settled international law 
the bonds remain valid, payable obligations. See, for example, the following previously cited 
examples: 
 

  Acting Assistant Secretary of State for East Asian and Pacific Affairs Arthur 
Hummel’s declaration that the U.S. Government could not ‘accept’ Lin’s statement of 
repudiation of the bonds. 
 

  U.S. Department of State Cable 1973STATE105075, which states in part, “WHILE IT 
IS WELL SETTLED UNDER INTERNATIONAL LAW THAT SUCCESSOR 
GOVERNMENTS ARE HELD RESPONSIBLE FOR THE OBLIGATIONS CONTRACTED 
BY THEIR PREDECESSORS, WE DO NOT WISH AT PRESENT TO ADDRESS THIS 
POINT.” 
 

  Archival records published by the Institute of American Studies of the Chinese 
Academy of Social Sciences pertaining to U.S. – China asset claim negotiations which reveal 
that the “American position actually contains two closely related meanings: First, the United 
States Advocated by China Qing Government and the Government of the Republic issued bond 
debt incurred is still valid […].” 
 

According to Amir Zada, Durector of investment boutique Exotix USA Inc., there are two sets or 
types of value which may be ascribed to such defaulted obligations: ‘collector value’ to 
scripophilists and ‘claim value’ (i.e., redemption value or value as contracted). [33] 
 
 
 



 
 
 

“There are two sets of values for assets like this: historical, collector value 
to scripophilists and claim value.” [34] 

 
 - Amir Zada, Director of Exotix USA Inc., a trading firm specializing in exotic and  
   illiquid emerging market debt. 
 
According to Mr. Zada, the claim value would be based upon the level of past due interest on the 
claim and also the increase in the price of gold. Claimants are also entitled to the application of 
default interest from the date of default until fully paid. 
 
In reference to the claim value of the subject bond certificates, holders of defaulted full faith and 
credit sovereign obligations are entitled to receive the return of principal and interest in 
accordance with the terms and provisions of the Loan Agreement pursuant to which the loan was 
contracted, calculated from the date of default until paid, and including the application of a 
default interest rate. U.S. courts have affirmed the enforceability of the gold clause in at least one 
recent instance as noted in the Memorandum of Valuation prepared for the Starwood Trust (see 
excerpts below). 
 

 In re: the gold clause applicability in U.S. bond agreements: 
 

The Gold clause was invalidated by the Gold Reserve Act of 1934 but later reinstated with 
contractual obligations issued after October 1977 in accordance with 31 USC 5118(d)(2). This 
was subsequently affirmed August 27, 2008, when the United States Court of Appeals for the Sixth 
District affirmed the enforceability of such clauses in the decision for 216 Jamaica Avenue, LLC v. 
S & R Playhouse Realty Co. Examples ratified by other authorities include The United States 
Supreme Court in the "Gold Clause Cases," 294 U.S. (1934), Norman v. Baltimore & Ohio R. Co., 
and United States v. Bankers Trust Co., ante, p. 240; Nortz v. United States, ante, p. 317; and 
Perry v. United States, ante, p. 317; and Perry v. United States, ante, p., at 362- 365, that records: 
By the so-called gold clause . . . promise to pay in "United States gold coin of the present standard 
of value." or "of or equal to the present standard of weight and fineness" - found in very many 
private and public obligations, the creditor agrees to accept and the debtor undertakes to return 
the thing loaned or its equivalent. Thereby each secures protection, one against decrease in value 
of the currency, the other against an increase. 

 

 In re: the gold clause applicability to bonds payable in foreign currency: 
 

The Plaintiff, a New York corporation, holder of bonds of the defendant, a Pennsylvania 
corporation, the coupons of which provided "Bethlehem See1 Co. will pay to bearer at its office in 
New York $25 in United State gold coin, or in London, England, £5. 2s. 10d. or in Amsterdam, 
Holland, 62 guilders, 25 cents," detached the coupons and tendered them to defendant's agent in 
Holland, demanding the dollar equivalent of the guilders. Payment was refused, but the face value 
of the coupons in dollars was tendered. On appeal from a judgment for the plaintiff for the dollar 
equivalent of the guilders, held, modified to the face value in dollars. Domestic purchasers who 
expected payment in dollars are controlled by the Gold Clause Resolution which requires payment 
in the devaluated currency for it would be unjust to compel the defendant to meet its obligations 
on the basis of the old standard while receiving its entire income in the existing currency. Merrell, 
J., “dissenting” on presentation in Amsterdam the coupons became absolute obligations of the 
defendant to pay guilders, and the Resolution applies only to ob1igations payable in money of the 
United States. City Bank Farmers’ Trust Co. v. Bethlehem Steel Co., 280 N. Y. Supp. 494 (App. 
Div. 1st Dept. 1935). On similar facts, held, the Joint Resolution does not apply to obligations 
payable in a foreign currency. The court cannot read into the contract a limitation that the option 
clause was intended for the use of foreign holders only. McAdoo v. Solhem Pacific Co., 10 F. 
Supp. 953 (N. D. Cal, 1935). The repeal of the restrictions on private ownership of gold effective 



 
 
 
December 31, 1974, prompted a number of inquiries on the continuing validity of the Gold Clause 
Joint Resolution enacted by Congress June 5, 1933. After consultation with other concerned 
Government agencies, to help clarify the application of this law, a statement issued by the United 
States Treasury Department recorded the Gold Clause Joint Resolution (31 U.S.C. 463) records: 
“[E]very provision contained in or made with respect to any obligation which purports to give the 
obligee a right to require payment in gold or a particular kind of coin or currency, or in an 
amount in money of the United States measured thereby, is declared to be against public policy . . 
.” This law mandates that such provisions shall be discharged upon payment, dollar for dollar, in 
the current legal tender. It is Treasury’s view that the Gold Clause Joint Resolution continues to 
apply after the lifting of restrictions on bullion ownership. 

 
In the event that a U.S. court rejects the application of the gold clause, a petitioner may request 
that the court apply an ‘inflation adjustment’ calculation to the principal which is due, resulting 
in an increase in value even greater than the value calculated through the application of the gold 
clause. 
 
Thus, the claim value of the various series of defaulted sovereign obligations issued by the pre-
1949 Chinese governments should approximate the application of (1) the stated interest rate; (2) 
the principal due, adjusted for inflation via application of the gold clause or other calculation; 
and (3) the application of a default interest rate. Depending upon the rate applied as default 
interest, as well as the prevailing market price of gold, the result is a very wide range of claim 
values for the various bond certificates, e.g., from approx. U.S.$150,000 to approx. U.S.$1.2 
million for a £20 certificate as of January 02, 2009 (the most recent date for which a valuation 
has been provided for the Starwood Trust). 
 
It appears that while U.S. Secretary of State Henry Kissinger and other Department of State 
officials affirmed to the Chinese that the unpaid bonds remain a valid and payable debt (while 
simultaneously deferring the repayment thereof), the actions of the SEC have undermined such 
position and have arguably had, and continue to have the effect of taking of bondholders’ rights 
in property.  It appears that the SEC has consistently maintained, and continues to maintain an 
overtly hostile posture towards the subject bonds.  In order to better understand the SEC’s 
position relative to the subject bonds and the rationale underpinning the various actions in which 
the Commission has engaged, we have filed a request with the Office of the General Counsel 
seeking clarification of the SEC’s policies (Exhibit 1). 
 
Although the Office of the Chief Counsel of the U.S. Securities and Exchange Commission has 
proven to be unresponsive to the author’s request for confirmation that this policy remains in 
place, and is quite unlikely to volunteer any statement(s) in this regard, it is the author’s 
understanding that the Commission, an agency of the United States Government, continues to 
maintain and espouse such policy today, i.e., that the subject bonds may only be ascribed 
collector value. 
 
 
Query: Would the active maintenance or continuance of such policy by the SEC constitute an 
affirmative action which would toll the statute of limitations for enabling a foreign takings suit to 
proceed in the United States Court of Federal Claims? 
 
 



 
 
 Actions of the United States Department of Justice and the United States Foreign Claims  

Settlement Commission 
False and Misleading Public Declaration: October 24, 2002 

 

Mr. David Bradley, then-Chief Counsel of the Foreign Claims Settlement Commission stated 
publicly the following declaration in regard to the subject bonds: 
 

“There’s no basis for holding the current Government responsible. Those bonds were 
already in default, and they had been for a while.“ [35] 

 

Mr. Bradley’s patently false and misleading statement constitutes a rejection of settled international 
law affirming continuity of obligations among internationally-recognized successive Governments 
and also constitutes an affront, and possible injury, to bondholders actively engaged in pursuing 
recovery of their collective claims. 
 
 

 Actions of the United States Securities and Exchange Commission; the United States  
      Department of Justice; and the United States Federal Trade Commission 
      Regulatory Enforcement Failure: March 31, 2005 - Present 
 

Despite its repudiation of China’s defaulted full faith and credit national debt, The People’s Republic 
of China is presently assigned an ‘investment grade’ sovereign credit rating by each of the three 
primary Nationally Recognized Statistical Rating Organizations (i.e., Standard and Poor’s, Moody’s 
Investors Service and Fitch Ratings). As a direct result of the three primary NRSROs assignment, 
publication and distribution of a demonstrably false sovereign credit rating, The People’s Republic of 
China enjoys unfettered access to international financial markets, enabling it to obtain large-scale 
financing free from a default penalty. 
 

“If large-scale financing was supplied to Governments in default, the incentive for the 
debtor to conclude a deal was destroyed.” [36] 

 

 - Adam Lerrick, Professor Emeritus of Economics, Carnegie Mellon University 
 

“If nations were permitted to repudiate their debts due to ideological differences with 
the previous Government, we could wipe out our national debt every time 
Republicans replaced Democrats in Washington, or vice versa. Indeed, this is why 
debts are considered “national” debts in the first place: they are obligations of the 
nation itself, not of any particular group of politicians who happen to be ruling it at a 
given moment.” [37] 

 

 - Ian Fletcher, Adjunct Fellow, U.S. Business and Industry Council 
 

Numerous specific Complaints have been filed with agencies of the United States Government 
referencing the wrongful, injurious and demonstrably fraudulent actions of the oligopoly comprised 
of the three primary NRSROs in respect of China, including a Civil Racketeering and Antitrust 
Complaint filed with the Antitrust Division of the United States Department of Justice. The failure of 
the various agencies of the United States Government to act on the various Complaints may 
constitute acts of omission which have had an injurious or ‘taking’ effect of bondholders’ rights and 
have conjointly enabled the commission of fraud on investors in recently-issued sovereign 
obligations of The People’s Republic of China sold in the United States and which offering materials 
contain material violations of the ‘Schedule B’ disclosure obligation of registered sovereign issuers, 
including violations of Rule 10b-5 and Section 10(b) of the Exchange Act as described below. 



 
 
Sovereign Disclosure Obligation: Prohibition Against Half-Truths 
 

In the United States, the disclosure obligation for registered sovereign issuances is governed by the 
Securities and Exchange Commission’s Schedule B, which affirmatively requires only minimal 
disclosure including pricing, payments schedule, and volume. However, an affirmative obligation by 
registered sovereign issuers to speak with respect to additional disclosure does exist in that 
statements made in connection with an offering of securities, although literally true, may not be 
misleading through their incompleteness as specified by Rule 10b-5 and Section 10(b) of the 
Exchange Act.  The lack of meaningful affirmative disclosure obligations in the Schedule B context, 
elevates the importance of the obligation not to speak in “half-truths”. See James D. Cox, Rethinking 
U.S. Securities Laws in the Shadow of International Competition, L. & Contemp. Problems, Autumn 
1992, at 177, 192-193 (cited at 13, An Empirical Study of Securities Disclosure Practices, authored 
by Mitu Gulati and Stephen Choi, Duke Law School Working Paper, 2006). 
 

Under Rule 10b-5 and Section 10(b) of the Exchange Act, a duty is imposed upon an issuer to refrain 
from disclosing materially incomplete statements (i.e., the prohibition against “half-truths”). 
Accordingly, a source of a sovereign’s obligation to disclose additional risks in the offering 
documents arises from additional disclosure which the sovereign volunteers. In the event that a 
registered sovereign issuer may elect to provide additional disclosure beyond the requirements 
imposed by SEC Schedule B, such statements must constitute full and complete disclosure and not be 
misleading through their incompleteness.  
 

Under Rule 10b-5, statements that are literally true can create liability if they create a materially 
misleading interpretation because they omit some key fact (or, in other words, are “half-truths”). The 
duty not to make “half-truths” under Rule 10b-5 applies to both registered and non-registered 
sovereign bond issuances. In the immediate instance, inadequate and misleading disclosure appears 
in the prospectus dated October 16, 2003 and in the prospectus supplement dated October 22, 2003 
pertaining to the registered offering, sale and issuance of sovereign obligations of The People’s 
Republic of China, and offer several obvious examples of disclosure obligations required by Rule 
10b-5 and Section 10(b) of the Exchange Act which are omitted from mention in the above offering 
document (see complaint dated September 1, 2006, the amendment dated February 15, 2007, and 
complaint dated October 16, 2007, respectively filed with the Commission).  See Registration no. 
333-108727. (ISIN US712219AJ30 / CUSIP 712219AJ3). See prospectus dated October 16, 2003 
and the prospectus supplement dated October 22, 2003: 
 

http://www.sec.gov/Archives/edgar/data/909321/000114554903001347/u98681p1e424b5.htm 
 

The U.S. registration statement including the prospectus and prospectus supplement pertaining to the 
2003 sovereign bond offering and sale by The People’s Republic of China was prepared by the U.S. 
law firm of Sidley Austin Brown & Wood (since renamed Sidley Austin LLP). Subsequent to the 
receipt of constructive notice provided by a letter prepared by the law firm of Stites & Harbison, 
PLLC dated December 31, 2003, Sidley Austin failed to take any action to amend the 2003 U.S. 
registration statement and prospectus. Such failure evidences the application of a reckless standard of 
care. 
 

See the following information: 
 

http://www.globalsecuritieswatch.org/Sovereign_Disclosure_Obligation.pdf 
 

http://www.globalsecuritieswatch.org/Amended_SEC_Complaint.pdf 
 

http://www.globalsecuritieswatch.org/SEC_Conference_Brief.pdf 

http://www.globalsecuritieswatch.org/Sovereign_Disclosure_Obligation.pdf
http://www.globalsecuritieswatch.org/Amended_SEC_Complaint.pdf
http://www.globalsecuritieswatch.org/SEC_Conference_Brief.pdf


 
 
The following excerpts from the Complaint filed with the U.S. Securities and Exchange Commission 
cite specific examples of the failure of The People’s Republic of China to fully disclose material 
facts, and which failure constitutes violations of Rule 10b-5 and Section 10(b) of the Exchange Act: 
 

1. Voluntary Disclosure: Debt Record (page 69 of the prospectus) –  
 

 “The central government has always paid when due the full amount of principal of, 
any interest and premium on, and any amortization or sinking fund requirements of, 
external and internal indebtedness incurred by it since the PRC was founded in 
1949.” 

 

 Omission: This statement is misleading to offerees and prospective purchasers. Both the 
prospectus and the prospectus supplement intentionally omit any mention of the existence of pre-
1949 defaulted full faith and credit sovereign obligations of the Government of China, which under 
accepted conventions of international law, the payment obligation for such indebtedness was incurred 
by the central government of China on the date upon which it became the internationally recognized 
government of China, and on which debt that government has since settled with British bondholders 
while continuing to evade the claims of American bondholders. 
As we have previously described, neither the prospectus nor the prospectus supplement contain any 
mention whatsoever regarding the existence of defaulted full faith and credit sovereign debt of the 
Government of China which remains unpaid in a state of default, and for which the People’s 
Republic of China is liable for repayment under settled international law as the internationally-
recognized successor government of China, and which government continues to engage in actions 

evidencing both selective default and discriminatory settlement under settled international law.
4 

Such 
actions act to create the risk of seizure of proceeds of any securities offering by the Government of 
China or any of its state owned enterprises and also act to expose purchasers of sovereign obligations 
issued by the People’s Republic of China to the risk of injunctions preventing discriminatory 
payments to such purchasers.  
 

2. Voluntary Disclosure: External Debt (page 67 of the prospectus) –  
 

Note: this section contains extensive narrative and numerous schedules referencing the outstanding 
obligations and external debt of the Government of China. No mention is made regarding the 
existence of defaulted sovereign debt of the Government of China. An excerpt of this section appears 
below: 
 

“Loans are the primary source of external debt. Non-trade loans accounted for 
approximately 84.4% of the total external debt outstanding at December 31, 2002. 
Commercial loans (i.e., loans obtained from any source on commercial terms), 
official primary government loans (i.e., loans obtained on favorable terms from 
foreign governments and international financial organizations including the World 
Bank and Asian Development Bank) and other types of debt financing accounted for 
approximately 53.5%, 30.9% and 15.6%, respectively, of total external debt in the 
form of loans at December 31, 2002. The central government’s current policy is to 
continue to seek loans from foreign governments and international financial 
institutions to finance infrastructure projects in China. At the end of 2002, the total 
outstanding external debt was US$168.5 billion.”  

“The Ministry of Finance, on behalf of the central government, has raised funds in the 
international capital markets through various debt securities and bond issues since 
1993. The Ministry of Finance’s principal objective is to set up benchmarks for other  



 

Chinese borrowers. Several state-owned financial institutions and enterprises have 
also issued debt securities in the international capital markets with the approval of the 
State Council.” 

“Unless the central government expressly provides otherwise, the central government 
does not guarantee or provide any direct or indirect credit support to any entity in 
China. However, debtors that have their external debt registered with the State 
Administration of Foreign Exchange have the right to buy foreign currencies as 
permitted by the central government at the China Foreign Exchange Trading System 
rate in order to service the interest and principal payments on their registered external 
debt.”  

 

 Omission: The language of this section intentionally conceals the existence of a significant 
liability of the People’s Republic of China under the successor government doctrine of settled 
international law espousing continuity of obligations. The failure to disclose the existence of the 
defaulted sovereign debt of the Government of China and the existence of a defaulted class of 
creditors also exposes purchasers of the offered obligations to the risk of judicial and other actions 
brought by the class of defaulted creditors, the existence of which remains undisclosed, and whose 
actions to recover payment on the defaulted obligations would reasonably be considered to be 
adverse to the interests of purchasers of newly-offered obligations. The concealment of the defaulted 
sovereign debt of the Government of China also acts to intentionally deceive prospective purchasers 
as to the actual risk of non-repayment inherent to the actions of the Government of China towards its 
defaulted creditors and the refusal to honor repayment of its outstanding defaulted sovereign debt. 
 

3. Certain representations which appear in the U.S. Registration Statement, including the 
Prospectus dated October 16, 2003 and the Supplement to the Prospectus dated October 22, 2003 as 
filed with the United States Securities and Exchange Commission pertaining to the registration, 
offering and sale of U.S. $1 billion of 4.75% notes due 2013 issued by the People’s Republic of 
China, and specifically to the following language which appears on page S-7 of the Supplement to 
the Prospectus describing the ranking of the obligations publicly registered, offered and sold within 
the United States in 2003 and which obligations remain outstanding as of the date of this letter: 
 

“Ranking The notes will rank equally with each other and with all other general 
and (subject to the provisions in the notes providing for the securing of such 
obligations in the event certain other obligations of China are secured) 
unsecured obligations of China for money borrowed and guarantees given by 
China in respect of money borrowed by others. China will pledge its full faith and 
credit for the due and punctual payment of the notes and for the due and timely 
performance of all obligations of China with respect to the notes.” (emphasis 
added). 

 

The above language, excerpted from the Supplement to the Prospectus, purposefully conceals the 
Chinese government’s refusal to honor repayment of China’s defaulted full faith and credit sovereign 
debt.  The United States Securities and Exchange Commission has not only failed in regard to the 
foregoing disclosure violations, but continues to permit the continued publication and distribution of 
a demonstrably false ‘investment grade’ sovereign credit rating for The People’s Republic of China 
despite its practice of selective default which continues in effect at present, i.e., engaging in 
discriminatory payments to a selected group of general obligation creditors (purchasers of its recently 
issued notes) while excluding payment to another group of secured or general obligation creditors, 
(holders of the defaulted bonds). The actions of the three primary NRSROs in regard to China are 
motivated by, and constitute an abuse of, the issuer-pay revenue model and are therefore expressly 
prohibited pursuant to the Dodd-Frank Financial Reform Act. 



 
Complaint 

 

 
Response 

 
April 17, 2014 

 
The Office of the Attorney General 
United States Department of Justice 

 
Complaint Filed with DOJ Alleging Violations 
of the Johnson Act of 1934 (Foreign Securities 
Act) and the Dodd-Frank Wall Street Reform 

and Consumer Protection Act 
 

 
 
 
 
 

[Awaiting Response] 

 
March 17, 2014 

 
The Office of Credit Ratings 

United States Securities and Exchange 
Commission 

 
Complaint Filed with SEC Alleging Violations 

of the Dodd-Frank Wall Street Reform and 
Consumer Protection Act 

 
 

 
 
 
 
 
 

[Awaiting Response] 

[Supplement Page: Added May 01, 2014] 

 

http://globalsecuritieswatch.org/DOJ%20Complaint%20-%20Johnson%20Debt%20Default%20Act%20_FINAL_%20-%202.pdf
http://globalsecuritieswatch.org/Dodd-Frank_Complaint_re_False_ROC_Sovereign_Credit_RatingClassifications.pdf


 

Complaint 
 

 
Response 

 

September 15, 2010 
United States Department of Justice 

Antitrust Division 
 

Antitrust and Civil Racketeering Complaint Referencing the 
Wrongful, Deceptive and Injurious Actions of the Credit 

Rating Oligopoly 
 

 

Received Telephone Call from an 
Attorney and Section Chief in the 
Litigation Branch of the Antitrust 
Division of the U.S. Department of 
Justice, Acknowledging Receipt and 
Subsequent Review of the Complaint, 
Declining to Involve the Justice 
Department in an Enforcement 
Action and Refusing to Reply in 
Writing that there was Not an 
Antitrust Violation, Requesting that 
the Present Telephone Conversation 
Constitute the Entirety of the 
Response by the Department of 
Justice to the Complaint, and Further 
Advising that the Specifications 
Stated in the Complaint Appear to 
Have Sufficient Merit to Institute 
Private Civil Litigation Proceedings 
 

 

June 01, 2010 
United States Securities and Exchange Commission 

 
Civil Racketeering Complaint Evidencing Regulatory 

Enforcement Failure and Referencing the Wrongful, Deceptive 
and Injurious Actions of the Credit Rating Oligopoly 

 

Received Written Response and 
Acknowledgement of the 

Complaint from the Chief of the 
Office of Market Intelligence of 

the U.S. Securities and Exchange 
Commission, Advising that any 

Resultant Action(s) Would 
Generally be Conducted on a 
Confidential Basis and Would 

Likely Not be Publicly Disclosed  
 

 

July 06, 2010 
United States Federal Trade Commission 

 
Civil Racketeering Complaint Evidencing Regulatory 

Enforcement Failure and Referencing the Wrongful, Deceptive 
and Injurious Actions of the Credit Rating Oligopoly 

 

 
 
 
 

[Declined to Act] 

 

June 01, 2010 
Financial Industry Regulatory Authority 

 
Civil Racketeering Complaint Evidencing Regulatory 

Enforcement Failure 
 

 

 
[No Response Received] 

 

June 01, 2010 
United States Attorney 

for the Southern District of New York 
 

Civil Racketeering Complaint Evidencing Regulatory 
Enforcement Failure 

 

 
 
 

[No Response Received] 

http://www.globalsecuritieswatch.org/DOJ_Antitrust_Complaint
http://www.globalsecuritieswatch.org/Letter_to_FTC.pdf
http://www.globalsecuritieswatch.org/sec.ltr.06.14.2010.pdf
http://www.globalsecuritieswatch.org/FTC_Letter_of_Response-2.pdf


 
 
 

Complaint 
 

 
Response 

 
October 15, 2007 

Members of the 110th United States Congress 
 

Wrongful, Deceptive and Injurious Actions of the Three 
Primary NRSROs (Credit Rating Agencies) Evidencing the 

Application of a Reckless Standard of Care; Regulatory 
Enforcement Failure by the SEC; and Stating the Need for 

Concurrent Legislative and Enforcement Action 
 

 
Requested to Provide 

House Legislative Brief 
and Senate Policy Brief 

House Concurrent Resolution 1179 
Introduced May 07, 2008 and 

Senate Concurrent Resolution 78 
Introduced April 28, 2008 

Censuring Credit Rating Agencies 
for Failing to Acknowledge 

‘Selective Default’ Status of The 
People’s Republic of China 

 

On April 01, 2008 Congress 
Announced an Investigation into 
Failure of the SEC Enforcement 

Division 
 

 
September 10, 2007 

United States Senate Committee on Banking, Housing, 
and Urban Affairs 

 
Wrongful, Deceptive and Injurious Actions of the Three 

Primary NRSROs (Credit Rating Agencies) Evidencing the 
Application of a Reckless Standard of Care and Regulatory 

Enforcement Failure by the SEC 
 

 
 

 
February 15, 2007 

United States Securities and Exchange Commission 
 

Amendment to the Complaint Dated September 01, 2006 
Alleging the Specification of Fraud in Connection with 

Recently Issued Sovereign Bonds Publicly Offered and Sold 
within the United States by The People’s Republic of China 

 
[No Response Received] 

 

House Concurrent Resolution 160 
Introduced on May 23, 2007 

Denying China Access to U.S. 
Capital Markets Until the Chinese 
Government Honors Repayment of 
China’s Defaulted Sovereign Debt 

 

 
September 01, 2006 

United States Securities and Exchange Commission 
 

Willful Violations of the Disclosure Obligation of Registered 
Sovereign Issuers in Connection with Recently Issued 
Sovereign Bonds Publicly Offered and Sold within the United 
States by The People’s Republic of China 
 

 
 
 
 
 
 

[No Response Received] 

 

http://www.globalsecuritieswatch.org/Fax_to_110th_Congress.pdf
http://www.globalsecuritieswatch.org/Legislative_Brief.pdf
http://www.globalsecuritieswatch.org/SenatePolicyBrief.pdf
http://globalsecuritieswatch.org/House_Con_Res_1179.pdf
http://globalsecuritieswatch.org/S.Con.Res.78.pdf
http://www.globalsecuritieswatch.org/Congress_Investigates_Failure_of_SEC_Enforecment_Division.pdf
http://www.globalsecuritieswatch.org/SEC_Conference_Brief.pdf
http://www.globalsecuritieswatch.org/Chris.Dodd.ref.binder.Sept2007.pdf
http://www.globalsecuritieswatch.org/H.Con.Res.160.pdf
http://www.globalsecuritieswatch.org/Amendment_Alleging_Fraud.pdf
http://www.globalsecuritieswatch.org/SEC_Complaint


 
Complaint 

 

 
Response 

 
September 21, 2005 

United States Securities and Exchange Commission 
 

Provided Second Warning to the SEC Chairman and Associate 
Director of the Division of Market Regulation that 

Enforcement Failure Sets Dangerous Precedent 
 

 
 

Received a Response Dismissing 
Concerns Related to Failure to 

Regulate the Credit Rating 
Agencies 

 
August 04, 2005 

United States Securities and Exchange Commission 
 

Provided Warning to the Newly-Installed SEC Chairman 
Regarding the Deceptive, Wrongful and Injurious Activities of 

the Three Primary NRSROs (Credit Rating Agencies) 
 

 
 

Received a Response Dismissing 
Concerns Related to Failure to 

Regulate the Credit Rating 
Agencies 

 

 
July 01, 2005 

United States Federal Trade Commission 
 

Deceptive Practices of the Three Primary NRSROs 
 

 
 

[Referred to SEC] 

 
June 21, 2005 

United States Government Accountability Office 
 

Regulatory Enforcement Failure by the United States 
Securities and Exchange Commission Regarding Activities of 

the Three Primary NRSROs (Credit Rating Agencies) 
 

 
 
 
 

[No Response Received] 

 
May 24, 2005 

Chairman of the Joint Economic Committee of the United 
States Congress 

 

Requested the United States Securities and Exchange 
Commission to Investigate the Deceptive Practices of the 

Three Primary NRSROs (Credit Rating Agencies) 
 

 
 

The SEC Division of Market 
Regulation Disclaimed 

Regulatory Jurisdiction Over the 
Credit Rating Agencies in an 

Internal Memorandum 

 
March 31, 2005 

United States Securities and Exchange Commission 
 

Deceptive Practices of the Three Primary NRSROs 
 

 

The SEC Division of Market 
Regulation Disclaimed 

Regulatory Jurisdiction in an 
Internal Memorandum 

 

April 08, 2004 
Attorney General for the State of New York 

* (Non-U.S. Government Agency) 
 

Wrongful and Injurious Actions of the Three 
Primary Credit Rating Agencies and Bond Underwriters 

 

 
The Office of the Attorney General 
Would Neither Confirm nor Deny 

Whether an Investigation Would be 
Opened into the Specifications 

Described in the Complaint and the 
Exhibits Thereto  

http://www.globalsecuritieswatch.org/Letter_from_SEC_Deputy_Director_to_Sovereign_Advisers
http://www.globalsecuritieswatch.org/Letter_from_Sovereign_Advisors_to_SEC_Chairman_and_Associate_Director
http://www.globalsecuritieswatch.org/Letter_from_SEC_to_Soveregn_Advisor
http://www.globalsecuritieswatch.org/Letter_from_Sovereign_Advisers_to_SEC_Chairman
http://www.globalsecuritieswatch.org/Letter_from_Sovereign_Advisers_to_Government_Accountability_Office
http://www.globalsecuritieswatch.org/SEC_Memorandum_Disclaiming%20Regulatory%20Jurisdiction
http://www.globalsecuritieswatch.org/Letter_from_Chairman_of_the_Joint_Economic_Committee_to_SEC_Requesting_Investigation
http://www.globalsecuritieswatch.org/SEC_Memorandum_Disclaiming%20Regulatory%20Jurisdiction
http://www.globalsecuritieswatch.org/SEC
http://globalsecuritieswatch.org/Spitzer.pdf


 
 
 
 Actions of the Executive Branch of the United States Government (Office of the 

      President, Department of the Treasury, Department of State, Department of Commerce  
      and Office of the U.S. Trade Representative) in Pursuing a New U.S.-China Bilateral  
      Investment Treaty From Which Settlement of Bondholders Claims Is Again Excluded:  
      June 18, 2008 - Present 
 
Although representatives of both the United States and China engaged in exploratory discussions 
regarding the possibility of developing a Bilateral Investment Treaty (“BIT”) between the two 
nations beginning in 2007, negotiations did not began in earnest until or about June 18, 2008 
during the U.S. – China Strategic Economic Dialogue.  Owing to ranging disagreements on a 
number of important issues and a general lack of consensus on how to develop an acceptable 
framework, no substantive progress was made over the intervening five years.  Negotiations 
between the United States Government and The People’s Republic of China resumed in mid-July 
2013 when China assented to drop certain demands which were protective of certain sectors of 
the Chinese economy and state-owned enterprises. A significant element of China’s impetus for 
implementation of such a treaty is to afford protection of the nation’s estimated $1.3 trillion 
investment in U.S. Treasury obligations. 
 

“With such an extensive investment relationship, it is necessary for the two sides 
to have an institutional environment for the protection of these investments.” [38] 

 
- Zhu Guangyao, Vice Minister of Finance, People’s Republic of China 

 
At a recent conference in Beijing, China’s Vice Finance Minster stated that the U.S. must protect 
its creditors: 
 

 “Safeguarding the debt is of vital importance to the economy of the U.S. and the 
world [...] This is the United States’ responsibility.” [39] 
 
- Zhu Guangyao, Vice Minister of Finance, People’s Republic of China 

 
“Of course, because of the differences, there’s a need for us to make rules. And to 
formulate those rules, we need to have dialogue.” [40] 
 
- Wang Yang, Vice Premier, People’s Republic of China 
 

None of the framework proposed thus far in regard to a possible U.S.–China bilateral investment 
treaty addresses resolution of bondholders’ claims, evidencing a pattern whereby the U.S. 
Government has consistently pursued trade relations over the enforcement of bondholders’ 
claims. 
 
 “ Meanwhile for the US, the treaty would further open market access to China, 
 pleasing U.S. business interests.” [41] 
 

“He believes that American business and Government may be seeing their hopes 
and dreams for the Chinese market rather than what is actually on the table.” [42] 



 Actions of the United States Department of State as the Department Continues to  
      Intervene in Congressional Proceedings with Respect to Bondholders’ Claims: 
      2003 – Present 
 
The following excerpt is taken from Jerry Gordon’s June 2012 interview with Jonna Bianco, 
president of the American Bondholders Foundation: 
 
Gordon: Have any Members of Congress submitted resolutions and or authorization legislation 
to enable discussions with the PRC Government about selective debt default repayments? 
 
Bianco: Yes, they have. There have been hearings in Washington on this issue over the past few 
years. One with former Chairman Henry Hyde of International Relations Committee and one 
with Congressman Brad Sherman, Foreign Affairs Sub-committee in the House. There have been 
bi-partisan resolutions in both the House and Senate. However, the minute these resolutions were 
issued the State Department intervened (emphasis added) and threatening calls from Wall 
Street to back off this issue. This could cause problems in U.S. China relations. When there were 
other issues like intellectual property theft, currency manipulations, weapons proliferation, trade 
issues, they just didn't want to add another one to that list. So Congressional Members basically 
backed off, allowed this to slip through the cracks instead of standing up for what is right 
upholding the rule of law in America representing their constituent. 
 
Source: 
 
“Why Does China Owe Americans $1 Trillion? An Interview with Jonna Bianco of the American 
Bondholder (sic) Foundation” by Jerry Gordon, New English Review (June 2012). The 
interview in its entirety is accessible at: 
http://www.newenglishreview.org/custpage.cfm/frm/116983/sec_id/116983 
 
The continuing intervention by the U.S. Department of State in seeking to suppress 
Congressional action on the matter is consistent with, and may be explained by, the findings of a 
study conducted by Princeton University from 1981 – 2002 which determined that the United 
States is now constituted as an oligarchy and is governed in a manner calculated to best serve the 
interests of large multinational corporations and a small group of elites, as opposed to a 
constitutional republic: 
 

“But we believe that if policymaking is dominated by powerful business 
organizations and a small number of affluent Americans, then America’s claims 
to being a democratic society are seriously threatened.” [43] 

 
“Multivariate analysis indicates that economic elites and organized groups 
representing business interests have substantial independent impacts on U.S. 
government policy, while average citizens and mass-based interest groups have 
little or no independent influence.” [44] 

 
The apparent motivation which manifests in the actions taken by the U.S. Department of State is 
echoed by officials at the Treasury Department, as evidenced by the response to a letter sent by 



Representative Gary Miller (R - CA) referencing the claims of individual bondholders and 
requesting information on various series of defaulted Chinese government bonds in the 
possession of the Department of the Treasury.  A memorandum was attached to the letter of 
response received by Rep. Miller: 
 

“It categorically states that the US government has ‘no legal obligation to help 
bondholders seek and obtain settlement of defaulted bonds.’” [45] 

 
The Department of the Treasury’s response to Rep. Miller was authored by Dr. Lael Brainard, 
Undersecretary of the Treasury for International Affairs, who asserted a dismissive posture 
regarding the matter of the subject bonds and instead enthusiastically rhapsodized about a recent 
meeting in Beijing to discuss the potential for Wall Street Banks to gain access to China’s 
financial sector. [46] 
 
» The continuing intervention by the U.S. Department of State in regard to Congressional 
attempts to assist the recovery of bondholders’ claims may have acted to toll the statue of 
limitations in favor of bondholders interested in initiating a Foreign Takings Action in the United 
States Court of Federal Claims. 
 
[Supplement Page: Added May 01, 2014] 



 

Multinational Trade vs. Bondholders’ Rights: The Bilateral Investment 
Treaty Embodies the Continuation of the U.S. Government’s Consistent 
Policy of the Subordination of Bondholders’ Claims in Favor of 
Promotion of Trade 
 
This most recent known act of omission by the United States Government may reasonably be 
construed to negatively affect the ability of the individual bondholders to achieve a fair settlement of 
claims and is arguably an actionable injury which may have tolled the statute of limitations in regard 
to enabling a private civil action in the U.S. Court of Federal Claims for taking of bondholders’ rights 
in property.  The pursuit of a Bilateral Investment Treaty with China also provides an opportunity for 
bondholders to petition for Congressional opposition to such a treaty or treaties absent a fair 
settlement of bondholders’ claims. 
 

Query: Would it be possible to obtain a judicial injunction or court order to obstruct the 
implementation of the Treaty? 
 

The above actions, including ‘fast-tracking of trade legislation by the Executive, evidence a 
deliberate and concerted effort by agencies and instrumentalities of the United States Government, 
acting in concert with the international credit rating agencies, debt underwriters and credit rating 
advisors to The People’s Republic of China as collective participants in a highly organized and 
orchestrated scheme to deprive holders of China’s pre-1949 defaulted full faith and credit sovereign 
debt of their rights in property. 
 

Further, the deliberate, intentional, and injurious actions of the United States Government in seeking 
to establish normalized relations with The People’s Republic of China and to promote bi-lateral trade 
with China have had the effect of destroying the debt obligor’s incentive to repay the bonds and have 
undermined and extinguished the negotiating capacity of the individual bondholders whom are 
barred from seeking judicial redress of their claims. 
 

 
Query:  Do the known actions of the United States Government as described herein give rise to an 
actionable Foreign Takings claim in the United States Court of Federal Claims?  Further, could such 
a claim be sustained on the basis of the known information as described herein? 
 

In re: Foreign Takings by the United States, would an American person or an alien person have 
standing to raise a Fifth Amendment claim in a United States court in order to recover compensation 
for the taking of rights in property (i.e., the subject bonds) situated outside the United States pursuant 
to the Just Compensation Clause in the Fifth Amendment to the United States Constitution, whereby 
such taking occurred by the action of a foreign sovereign under the influence of the United States? 
 

If so, might multiple such incidents be consolidated into a Class Action proceeding? 
 

A survey of various authorities appears to provide support for such an action. See, e.g., the following: 
 

https://litigation-
essentials.lexisnexis.com/webcd/app?action=DocumentDisplay&crawlid=1&doctype=cite&docid=8A-
G19+Nichols+on+Eminent+Domain+G19.syn&srctype=smi&srcid=2983&key=848a58dd42823f853bdb527c21d45
334 
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Grave Consequences of Exempting China From Adherence to Settled International Law 

In June 2005, Secretary of State Condoleezza Rice observed that the United States must help 
integrate China into the international, rules-based economy before it becomes a "military 
superpower" (“Rice Wants U.S. to Help China Be Positive Force,” by Neil King, Jr., The Wall 
Street Journal (June 29, 2005)).  The actions of Dr. Henry A. Kissinger in excluding the private 
claims of bondholders in pursuit of trade directly contravene the tenet espoused by Dr. Rice and 
set a dangerous precedent, acting to encourage China to emerge as a revisionist power, freely 
rejecting the established norms of international law without fear of reprisal, resulting in grave 
consequences to its neighbors and to the rest of the world. 
 

“Let China sleep; when she wakes she will shake the world.” 
 

- Napoleon Bonaparte 
 

Source: “China’s Fitful Sleep,” The Economist (July 17, 1997) 
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September 26, 2013 
 
Anne K. Small, General Counsel 
Office of the General Counsel 
United States Securities and Exchange Commission 
100 F Street, NE 
Washington, D.C. 20549 
 
 
 Re: Request for Clarification of SEC Position on Defaulted Chinese Government  
  Bonds 
 
 
 Dear Ms. Small, 
 
 I am writing to formally request clarification of the Commission’s official position in 
regard to the disposition of the extant bond certificates comprising the defaulted full faith and 
credit sovereign debts of the pre-1949 Chinese Governments (e.g., “The Chinese Government 
Five Per Cent Reorganisation Gold Loan of 1913” and “The Imperial Chinese Government Five 
Per Cent Hukuang Railways Sinking Fund Gold Loan of 1911”). 
 
 Specifically, I request definitive answers to the following four (4) questions: 
 
 1. Is it presently the Commission’s contention and official position that such bond 
certificates are not “Securities”? 
 
 2. Is it presently the Commission’s contention and official position that such bonds 
are not valid obligations which remain payable to the bearer? 
 
 3. Is it presently the Commission’s contention and official position that such bond 
certificates are “Historical Documents” and may only be ascribed “collector value”? 
 
 4. If it is presently the Commission’s contention and official position that such bond 
certificates are “Historical Documents” and are not “Securities”, please briefly state the date 
upon which, and the manner whereby, the SEC first officially adopted such position. 
 
Thank you in advance for your kind reply. 
 
Sincerely, 
 
 
Kevin O’Brien 
 
5631 E. Baker Street, Tucson, AZ 85711 
 
cc: Mr. Steven Phillips, Esq., Phillips Moeller & Conway, P.L.L.C. 
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September 18, 2013 
 
James M. Kovakas 
Freedom of Information/Privacy Act Office 
Civil Division 
Room 8020 
1100L Street, N.W. 
Department of Justice 
Washington, DC 20530 
 
 
 Re: Freedom of Information Act Request. 
 
 
 Dear Mr. Kovakas, 
 
 I formally request copies of all documents filed with the United States District Court for 
the Northern District of Alabama and the United States Court of Appeals for the Eleventh 
Circuit, which were authored or produced by the United States Department of Justice, whether in 
whole or in part, including the Amicus Curiae Brief entered by the Commercial Litigation 
Branch of the Civil Division of the Department of Justice (Washington, D.C.), in the following 
litigation proceedings: 
 
 Russell Jackson, et al., v. The People's Republic of China 
 
 United States Court of Appeals, Eleventh Circuit (794 F.2d 1490) 
 
 I would also like to obtain copies of any other documents accessible through the 
Department of Justice which pertain to the following components of the case: 
 
 596 F.Supp. 386 (N.D.Ala. 1984) 
 
 Unpublished Order (02/27/84) setting aside default judgment 
 
 550 F.Supp. 869 (N.D.Ala. 1982) 
 
  
 Sincerely, 
 
 
 
 Kevin O'Brien 
 
Address: 5631 E. Baker Street,  Tucson, AZ 85711 
 
cc:  Mr. Steven Phillips, Esq., Phillips Moeller & Conway, P.L.L.C. 
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August 30, 2013 
 
United States Department of State 
Mary McLeod, Principal Deputy Legal Adviser 
Office of the Legal Adviser 
2201 C Street NW 
Washington, D.C. 20520 
 
 
 Re: Freedom of Information Act Request. 
 
 
Dear Ms. McLeod, 
 
I formally request copies of all documents filed with the United States District Court for the 
Northern District of Alabama and the United States Court of Appeals for the Eleventh Circuit, 
which were authored or produced by the United States Department of State, whether in whole or 
in part, pertaining to the following litigation proceedings: 
 

Russell Jackson, et al.; v. The People's Republic of China 
 
794 F.2d 1490 
 
596 F.Supp. 386 (N.D.Ala. 1984) 
 
Unpublished Order (02/27/84) setting aside default judgment 
 
550 F.Supp. 869 (N.D.Ala. 1982) 

 
If there is any fee or charge associated with this request, please so inform me.  Thank you. 
 
Sincerely, 
 
 
 
Kevin O’Brien 
 
Address: 5631 E. Baker Street,  Tucson, AZ 85711 
 
cc:  Mr. Steven Phillips, Esq., Phillips Moeller & Conway, P.L.L.C. 
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SunTrust Center
424 Church Street
Suite I800
Nashville, TN 372I9-2387
[6I5] 244-5200
[6I5] 782-237I  FAX
www.stites.com

Riney Green
Direct Dial: [615] 782-2241
riney.green@stites.com

Atlanta, GA Frankfort, KY Hyden, KY Jeffersonville, IN Lexington, KY Louisville, KY Nashville, TN Washington, DC

MEMORANDUM

TO: United States Congress

DATE: May 30, 2003

RE: Legal Confirmation of China's Financial Obligations to U.S. Bondholders

This Memorandum addresses the question of whether the payment by the People's Republic
of China in 1979 to the United States of $80.5 million related to property expropriated by China
between 1949 - 1979 resolved China's payment obligations to United States holders of defaulted
full faith and credit bonds of the Chinese Government issued prior to October 1, 1949, including the
5% Reorganization Gold Loan of 1913 Bearer Bonds.

The answer is "No". No American holder of Chinese Government full faith and credit bonds
issued prior to October 1, 1949 (including the 5% Reorganization Gold Loan of 1913 Bearer
Bonds) received, or was eligible to receive, any of the proceeds of the 1979 payment by China. The
rightful payment claims of American bondholders have not been addressed or resolved.

Scope of the 1979 U.S. – China Agreement

On May 11, 1979, the United States and the People’s Republic of China entered into an
Agreement Concerning the Settlement of Claims (the “1979 US – China Agreement”). The 1979
US – China Agreement, by its terms, settled the “claims of the United States and its nationals
against the PRC arising from any nationalization, expropriation, intervention, and other taking of,
or special measures directed against, property of nationals of the United States on or after October
1, 1949 and prior to the date of this Agreement”.

However, American holders of Chinese bonds that had gone into default prior to October 1,
1949 were not eligible to receive any of the 1979 Chinese Government payment made to the United
States. The United States Foreign Claims Settlement Commission had already ruled in 1970 and
1971 that the date of a “taking” of a defaulted Chinese Government bond was the date the bond first
went into default.1 All the Chinese Government Bonds held by American bondholders affiliated
with the American Bondholders Foundation first went into default before October 1, 1949 (and
have since remained continuously in default). Most bonds held by those associated with the                                                
1 Carl Marks & Co., Inc., Foreign Claims Settlement Commission, Claim No. CN-0420; Decision No. CN-
472, March 11, 1971.
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American Bondholders Foundation went into default in 1939. The U. S. Foreign Claims Settlement
Commission reaffirmed this ruling in October 19792. In the Matter of the Claim of Welthy Kiang
Chen, Claim No. CN-2-015, Decision No. CN-2-066, entered as a Proposed Decision on October
17, 1979 and reaffirmed as the Final Decision of the Commission, April 1, 1981, the U.S. Foreign
Claims Settlement Commission held that:

“The Commission has consistently held that in the absence of a positive action by the
foreign government affecting the right to payment, a bondholder’s right is “taken” by
the debtor foreign government on the day when it refuses to pay the obligation for the
first time, in other words, when the foreign government first defaults upon its
obligations.”

U.S. Foreign Claims Settlement Commission, when reaffirming in April 1981 its 1979
decision in the Chen matter, determined that there was no record that “the Government of the PRC
has affirmatively repudiated the [defaulted bonds]. The setting up of a takeover committee does not
do so; …..nor does the freezing of U.S. assets in China affect or imply a repudiation of such bonds
and notes.”

The State Department of the United States in a December 11, 1979 letter to the Chairman of
the U. S. House of Representatives Subcommittee on Trade of the Committee on Ways and Means
acknowledged that defaulted Chinese bonds owned by Americans were outside the scope of the
1979 U.S.- China Agreement between the United States and China and referred United States
claimants to the Foreign Bondholders Protective Council. “Because the PRC has not repudiated the
[defaulted] bonds ….a valid claim under the principles of international law has not arisen. In our
view, the appropriate channel for seeking compensation remains the Foreign Bondholders
Protective Council”.3

According to the records of the U.S. based Foreign Bondholders Protective Council4
(FBPC), it was well known at the time of the 1979 U.S.– China Agreement and during its
immediate aftermath that the claims of American owners of defaulted Chinese Government bonds
                                                
2.. The Commission was authorized by Congress in 1966 to receive and determine the validity of claims
“against the Chinese Communist regime…for losses resulting from the nationalization, expropriation,
intervention, or other taking of, or special measures directed against, property…owned…by nationals of the
United States…” 22 United States Code Sec. 1643.

3 Letter of J. Brian Atwood, Assistant Secretary of State for Congressional Relations, dated December 11,
1979 to Hon. Charles A. Vanik, Chairman of the U. S. House of Representatives Subcommittee on Trade
of the Committee on Ways and Means

4 The Foreign Bondholders Protective Council (FBPC) was formed in 1933 at the request of the United
States Secretary of State, the Secretary of the Treasury and the Chairman of the Federal Trade Commission
under President Franklin Roosevelt as a private, non-profit corporation to protect the rights and interests of
American holders of foreign defaulted bonds. The FBPC has been involved in over 40 settlements between
American bondholders and defaulted foreign governments, the most recent being Poland (1975), Hungary
(1975), Bulgaria (1978), and Czechoslovakia (1984). The FBPC records are maintained in the Library
Archives of Stanford University.



United States Congress
May 30, 2003
Page

-3-

3

were NOT covered by the Agreement. (See, for example, the letters by the President of the Foreign
Bondholders Protective Council dated July 11, 1979 to the Chinese Ambassador to the United
States and November 27, 1979 to the Chairman of the U.S. Senate Subcommittee on International
Trade.)

It was not until after the United States and the Peoples’ Republic of China entered into the
1979 U.S. – China Agreement that China officially sought to repudiate its obligation for pre-1949
Chinese government bonds. For more information about China’s February 2, 1983 Aide Memoire
of the Ministry of Foreign Affairs of the People’s Republic of China setting forth China’s
renunciation of pre-1949 Chinese government foreign debt and especially pre-1912 Chinese
government debt, see the August 18, 1983 United States “Statement of Interest to Set Aside Default
Judgment against China” filed in the Jackson v. People’s Republic of China case, United States
District Court for the Northern District of Alabama.

Accordingly, the claims of American owners of Chinese Government full faith and credit
bonds which went into default prior to the assumption of control of the Chinese Government by the
communist party in October 1949 were excluded from the scope and benefits of the 1979 US –
China Agreement and still remain unresolved.

Validity of American Claims and
Chinese Discrimination Against American Bondholders

The established and widely recognized government of a nation is liable under international
law for the full faith and credit obligations of the established and widely recognized predecessor
government of the same nation. (See the Restatement (Third) of the Foreign Relations Law of the
United States, Section 712(2) and Creditors Claims in International Law, The International Lawyer,
Vol. 34, page 235, Spring, 2000).

China tacitly recognized its liability for the sovereign defaulted debt of predecessor Chinese
governments in 1987 when it entered into a treaty with Great Britain that recognized Chinese
financial responsibility for Chinese Government bonds issued prior to the 1949 change of
governments.5 This treaty provided compensation to British citizens and businesses who were
holders of Chinese Government bonds issued prior to 1949, including the 5% Reorganization Gold
Loan of 1913 Bearer Bonds still owned by a relatively large number of Americans. Unlike the 1979
US - China Agreement, the 1987 China - Great Britain treaty specifically covered claims for bonds
issued by the Chinese Government prior to October 1, 1949.

The Chinese Government continues inequitably to discriminate against American
bondholders by refusing to respond to American bondholders’ plea for a fair settlement of their
claims sixteen years after making a settlement with British holders of similar defaulted pre-1949
                                                
5 Britain reached a settlement in June 1987 with the Chinese Government pursuant to which China paid
£23.5 million to Britain in early 1988 for distribution to British bondholders.  “China was previously barred
from issuing bonds on the London market because of its refusal to honor debts incurred by governments
before the 1949 Communist Revolution.” New York Times June 8, 1987.
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bonds. American bondholders have no recourse to the U.S. Foreign Claims Settlement Commission
or to the United States courts. To obtain a fair settlement, American bondholders are dependent
upon American political institutions and American public opinion holding China accountable for its
wrongful and discriminatory disregard of the American bondholders’ rightful claims.

In summary, the claims of American holders of defaulted Chinese Government bonds have
never been addressed or honored by the current Chinese Government. American bondholders are
entitled under international law to a fair settlement from the Chinese Government.

B. Riney Green

10327N:010389:536178:NASHVILLE
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中  华  人   民   共  和  国  财  政  部 

Ministry of Finance, People’s Republic of China  
 
                                                                  
 
Embassy of the United States of America in China: 
 We acknowledge the receipt of the letter dated 2 November 2006 from the Economic Section 
of your embassy. Upon discussion with our Treasury Department, with reference to the request by 
the two U.S. citizens for the Chinese Government to repay their gold certificates bought in 1913, 
our reply is as follows: 
 In accordance with the Notice of the Ministry of Finance and the Ministry of Foreign Affairs 
Concerning Dealing with the Public Bonds Issued by the Defunct Chinese Governments ((82) Cai 
Wai Zi No.021), “the People’s Government will make no repayment with regard to all the public 
bonds issued by both the Beiyang Government and the Kuomintang Reactionary Government.” 
All the gold certificates of 1913 that the said two U.S. citizens hold are those which were issued 
by the Kuomintang Government. Therefore, the Government of the People’s Republic of China 
has no obligation to repay them. 
 
 
 
 
 
 
 
 

(Seal) 
International Department, Ministry of Finance  

People’s Republic of China 
12 November 2006 

 
 
 
 

San Li He St., Xichengqu, Beijing 100820, People’s Republic of China  
             Tel: (86-10)6855-1171   Fax: (86-10)6855-1125 
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November 5, 2002 
 
VIA FEDERAL EXPRESS 
 
Mr. David Bradley, Chief Counsel 
Foreign Claims Settlement Commission 
Room 6002 
600 E Street, N.W. 
Department of Justice 
Washington, D.C. 20579-0001 
 
 
 RE:    Obligation of People’s Republic of China to Pay Defaulted 
  Chinese Government Bonds 
 
 
Dear Mr. Bradley: 
 
 Our law firm is counsel to the American Bondholders’ Foundation, an 
organization formed to collectively act for the benefit of hundreds of American owners of 
defaulted Chinese Government bonds issued between 1912 and 1949.  (Please see its web 
site at Americanbondholdersfoundation.com.)  We and the American Bondholders’ 
Foundation strongly believe that norms of international law clearly obligate the People’s 
Republic of China to satisfy the full faith and credit debts issued by the Republic of 
China -- the established and internationally recognized predecessor government of China 
between 1912 and 1949. 
 
 You were recently quoted in the October 24, 2002 CQ Monitor News as stating, 
in reference to the claim against the PRC of American holders of American holders of 
1912- 1949 Chinese full faith and credit bonds, that “There’s no basis for holding the 
current government responsible,” Bradley said.  “Those bonds were already in default, 
and they had been for a while.” 
 
 In addition to general principles of international law, I would like to point out 
several recent precedents that are applicable to the Chinese debt owed to American 
bondholders which, indeed, indicate that there is a well founded basis for holding the 
current Chinese Government accountable for the full faith and credit obligations of its 
established and recognized predecessor government. 
 
 1.   In 1987 pursuant to a treaty between the United Kingdom and the People’s 
Republic of China (copy enclosed), the PRC paid the United Kingdom £23,468,008 to 
settle the claim of British owners of pre-1949 Chinese Government bonds.  Significantly, 
a contemporaneous account by the New York Times (copy enclosed) indicated that 
Britain was refusing to grant China access to British financial markets unless a settlement 
was made.  These are the SAME series and type of bonds that are the basis of the 
American Bondholders’ claims against the PRC. 



 2.  In 1996 Russia reached an agreement with France to pay France £272,000,000 
to settle the claims of French owners of pre-1917 Russian government bonds.  See “Debt 
Repudiation and Default Following a Change of Regime” by Jakub Kaluzny and Lyndon 
Moore, page 24.  The last payment by Russia was completed in November 2000.  Prior to 
Russia’s agreement, France had refused to allow Russia to sell new Russian sovereign 
debt in France. 
 
 3.  In 1986, the Soviet Union settled the claims of British holders of pre-1917 
Russian government bonds with a payment of £82,000,000 for distribution to British 
bondholders.  See “Debt Repudiation and Default Following a Change of Regime” by 
Jakub Kaluzny and Lyndon Moore, page 24. 
 
 In all three instances it was governmental resolve to limit access of the debtor 
nation to the capital markets of the nation of the unpaid bondholders that resulted in the 
successor government of the debtor nation meeting its obligation to bondholders, who, 
individually, were quite helpless to obtain a remedy from the recalcitrant debtor nation. 
 
 The Americans who own full faith and credit bonds issued by the immediate 
predecessor government of China respectfully request the same assistance from its 
government in advancing their bona fide claims against the successor Chinese 
government as the British and French governments provided to their citizens in bringing 
about a fair settlement of bondholders’ claims against the successor governments of 
Russia and China. 
 
 Thank you. 
 
      Very truly yours, 
 
 
 
 
      B. Riney Green 
 
 
 
BRG: cah 
 
cc:      Mr. James G. Hergen – Special Counsel, U.S. Dept. of State 
          Mr. John Petty – President, Foreign Bondholders Protective Council 
          Ms. Jonna Bianco – President, American Bondholders Foundation 
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The Jurisprudence of the Foreign Claims Settlement Commission: Chinese Claims
Author(s): Charles Ford Redick
Source: The American Journal of International Law, Vol. 67, No. 4 (Oct., 1973), pp. 728-740
Published by: American Society of International Law
Stable URL: http://www.jstor.org/stable/2198570
Accessed: 14/01/2010 00:02

http://www.jstor.org/stable/2198570?origin=JSTOR-pdf
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V INDEX OF COMPLETED PROGRAMS
A.  International Claims Settlement Act of 1949                                                                                                          

      Statutory Authority    FCSC Publication Cite
                                                                         U.S. Code
    Claims Against        Title of Act             Public Law           (22 U.S.C.) Final Report Other Publications             
Bulgaria
    First III   285, 84th Cong.    1641b 11 Semiann. 1 Index-Digest, Vol. I

             Decisions & Annotations
    Second III   90-421    1641b 1971 Ann. 10 Index-Digest, Vol. II            
China
    First   V   89-780    1643 1972 Ann. 417 Index-Digest, Vol. II
    Second   I   455, 81st Cong.    1623(a) 1981 Ann. 13 Index-Digest, Vol. III           
Cuba   V   88-666    1643 1972 Ann. 69 Index-Digest, Vol. II            
Czechoslovakia*  IV   85-604    1642 17 Semiann. 140 Index-Digest, Vol. I

Decisions & Annotations          
Egypt   I   455, 81st Cong.    1623(a) 1990 Ann. 7                                              
Ethiopia   I   455, 81st Cong.    1623(a) 1987 Ann. 11                
German Democratic Republic  VI   94-542    1644 1981 Ann. 42 Index-Digest, Vol. III           
Hungary
    First III   285, 84th Cong.    1641b 11 Semiann. 1 Index-Digest, Vol. I              

            Decisions & Annotations           
    Second III   93-460    1641b 1977 Ann. 27 Index-Digest, Vol. II            
Italy
    First III   285, 84th Cong.    1641c 11 Semiann. 1 Index-Digest, Vol. I              

            Decisions & Annotations           
    Second III   90-421    1641c 1971 Ann. 12          Index-Digest, Vol. II            
Panama    I   455, 81st Cong.    1623(a) Settlement of Claims, Index-Digest, Vol. I          

1949-1955, p.217 Decisions & Annotations          
Poland    I   455, 81st Cong.    1623(a) 24 Semiann. 35        Index-Digest, Vol. I          

                Decisions & Annotations          
Romania
    First III   285, 84th Cong.    1641b 11 Semiann. 1 Index-Digest, Vol. I              

            Decisions & Annotations           
    Second III   90-421    1641b 1971 Ann. 10          Index-Digest, Vol. II            
Soviet Union III   285, 84th Cong.    1641d 11 Semiann. 1 Index-Digest, Vol I

Decisions & Annotations
Vietnam VII   96-606    1645   1985 Ann. 9 Index-Digest, Vol. III           
Yugoslavia
    First   I   455, 81st Cong.    1623(a) Settlement of Claims, Index-Digest, Vol. I              

1949-1955, p. 17 Decisions & Annotations           
    Second   I   455, 81st Cong.    1623(a) 1969 Ann. 15          Index-Digest, Vol. II            
*The Second Czechoslovakian Claims Program was authorized by the Czechoslovakian Claims Settlement Act of 1981. See C. Under Other Statutory    
Authority, below.



B.  War Claims Act of 1948                                                                                                                               
Statutory Authority    FCSC Publication Cite

         U.S. Code
    Type of Claim              Section of Act      Public Law           (50 U.S.C. App.) Report                  Other Publications                
a. Civilian Internee
     Korean Conflict 5(g)    615, 83rd Cong.      2004(g) 5 Semiann. 1, 24, 27
     U.S.S. Pueblo Incident 6(e)    91-289         2005(e) 1971 Ann. 19, 24
     Vietnam Conflict 5(i)    91-289    2004(i) 1986 Ann. 6
   World War II (Pacific area)
     Guamanians        5(h)    87-617         2004(h) 19 Semiann. 10, 64
     U.S. Citizens               5(a)    896, 80th Cong.      2004(a) 4 Semiann. 2, 51 Settlement of Clms., 1949-1955
     Employees of Contractors 5(f)    744, 83rd Cong. 2004(f) 5 Semiann. 1, 25, 27
   World War II (Worldwide)
     Merchant Seamen 16    744, 83rd Cong.    2015 5 Semiann. 1, 25, 27                                   
b. Damage or Loss of Property
     World War II (Philippines)
     Bank Accounts              17     744, 83rd Cong.      2016 5 Semiann. 1, 25, 27
     Religious Organizations
      Non-U.S. Affiliated 7(h)    997, 84th Cong. 2006(h) 8 Semiann. 8, 10
      U.S. Affiliated
       Aid to U.S. Armed Forces  7(a)    896, 80th Cong.      2006(a) 4 Semiann. 2, 51 Settlement of Clms., 1949-1955
       Educational & Other
        non-Religious Facilities 7(b-c)    303, 82nd Cong. 2006(b-c) 4 Semiann. 2, 51 Settlement of Clms., 1949-1955
   World War II (Worldwide)
     General 202    87-846    2017(a) 1967 Ann. 95, 197 Decisions & Annotations

   *(94-542)      *(2017i,j, note)  *(1977 Ann. 10, 51)                                        
a. Prisoner of War
     Korean Conflict 6(e)    615, 83rd Cong.      2005(e) 5 Semiann. 25
     U.S.S. Pueblo Incident 6(e)    91-289         2005(e) 1971 Ann. 19, 24
     Vietnam Conflict 6(f)    91-289    2005(f) 1986 Ann. 6
   World War II
     U.S. Armed Forces
       Inadequate food rations   6(b)    896, 80th Cong.      2005(b) 4 Semiann. 2, 5 Settlement of Clms., 1949-1955
       Inhumane treatment     6(d)    303, 82nd Cong. 2005(d) 4 Semiann. 2, 5 Settlement of Clms., 1949-1955
     U.S. Citizens
       Allied Armed Forces 15    744, 83rd Cong.   2014 5 Semiann. 27                                            
*Authorized protest period for claims decisions issued during last ten days of General War Claims Program.                                               
C.  Under Other Statutory Authority                                                                                                                      

    Statutory Authority                      FCSC Publication Cite
Title of Claims Program  Public Law                U.S. Code Final Report Other Publications               
Iran    99-93   50 U.S.C. 1701 note 1995 Ann. 5
Lake Ontario    87-587 22 Semiann. 12 Decisions & Annotations
Philippine    87-616    50 U.S.C. App. 21 Semiann. 11 Decisions & Annotations

       1751-1763 note
Second Czechoslovakian    97-127        22 U.S.C. note 1984 Ann. 11 Index-Digest, Vol. III



       prec. 1642                                                                     
VI TABLE OF COMPLETED PROGRAMS

A.  International Claims Settlement Act of 1949                                                                                                          
                                   Program Dates

     No. of         No. of      Principal       Amt. of Funds     Approx. % of
    Title/Country         Filing Deadline      Completion Denials        Awards    Amt. of Awards     for Payment     Awards Paid            

Title I    

  Yugoslavia-First     6/30/51 12/31/54    671     876    $18,417,112.90   $17,000,000.00     91%
  Yugoslavia-Second     1/15/68  7/15/69   1,354     519      9,685,093.22     3,500,000.00     36.1%            

  Panama     8/4/52 12/31/54     5      62  441,891.84        400,000.00     90%              

  Poland     3/31/62  3/31/66 5,147   5,022    100,737,681.63     40,000,000.00     33%              

  China-Second     8/31/79  7/31/81    78 3        176,454.83   180,500,000.00 $1,000 plus
         47.50%             

  Ethiopia         9/30/86  9/30/87    18      27     14,387,510.96     7,000,000.00 $1,000 plus
                        48.55%            

  Egypt    11/30/89  6/29/90     2      83      25,885,369.12    10,000,000.00 100% of principal
plus 81.132778%
of interest awards   

Title III    

  Bulgaria-First       9/30/56  8/9/59      174     217 4,684,186.46 2,676,234.49 $1,000 plus
   69.71%

  Bulgaria-Second      6/30/70 12/24/71     49      13          141,400.00   400,000.00      do              

  Hungary-First        9/30/56  8/9/59    1,572   1,153       58,277,457.94 2,235,750.65 3$1,000 plus
     37% 

  Hungary-Second       5/15/75  5/16/77   1,159     365        3,729,227.64 18,900,000.00      do              

  Romania-First        9/30/56  8/9/59      575     498       60,011,347.78 20,164,212.68  $1,000 plus
  37.841474%

  Romania-Second       6/30/70 12/24/71    300      85        1,091,102.00  2,500,000.00      do              

  Italy-First          9/30/56  8/9/59    1,764     482        2,239,413.34  5,000,000.00   100% plus
Int.   762,294.45    Interest

  Italy-Second         6/30/70 12/24/71    324      90          348,934.33  1,086,520.23      do        
Int.   110,651.78                

  Soviet Union         4/02/56  8/9/59    2,205   1,925       70,466,019.00  8,658,722.43 $1,000 plus
                          9.717%            



Title IV
                                                                                                                                                         
  Czechoslovakia     9/15/59        9/15/62 1,346   2,630   4$113,645,205.41      $8,540,768.41 $1,000 plus

5.3038419%
       74,550,000.00     70.92945%

 5Czechoslovakia-Second
    Benes Claims     None  2/24/85       128      43,906,382.07  5,400,000.00 12.2988953%
    Post-1958 Claims     2/24/83  2/24/85       1,292     327 5,120,927.83  1,500,000.00 29.29156%             

Title V     
  Cuba     5/1/67  7/6/72 2,905   5,911   1,851,057,358.00     (None)                              

  China-First     7/6/69  7/6/72   198     378     196,681,841.00 80,500,000.00 $1,000 plus
                                                          47.50%             

Title VI     
  German Democratic     5/16/78  5/16/81 1,999   1,899      77,880,352.69    $102,010,961.47 100% of principal
    Republic                                                                                                                      plus approx. 50%

  of interest awards    
Title VII     
  Vietnam     2/25/83  2/25/86   342     192      99,471,983.51     203,504,248.00 100% of principal

   plus 80.30534566%
of interest awards    

Iran Claims Act            
   Iran     6/22/90  2/24/95      72,000   1,066      41,570,936.31 57,822,758.78 100% of principal

plus 34.9602595%
of interest awards    

1Also covers awards issued in the First China Claims Program under Title V of the Act.
2Includes awards in the principal amount of $5,767,610.34 issued by the Department of State before transfer of the claims to the Commission in 1989.
3$1,000 plus 40% paid on war damage claims in which awards were granted in this program (38.5% from War Claims Fund).
4Includes both principal and interest inasmuch as payment priorities and limitations under this Title were based on the total amount of awards
whereas such priorities and limitations under Titles I and III were based on prorated payments on principal amount of awards, prior to making
payments on awards of interest.  Breakdown of Czechoslovakia awards amount is: principal--$72,614,634; interest--$41,030,571.
5Under an agreement signed on January 29, 1982, the Czechoslovakian Government paid $81.5 million for settlement of all claims of U.S. nationals 
between January 1, 1945 and February 2, 1982.  Under the Czechoslovakian Claims Settlement Act of 1981 (P.L. 97-127) Congress established a $74.55 
million fund for further payment of awards under Title IV and authorized the Commission to redetermine certain claims for losses of property owned     
by persons who became U.S. nationals as of February 26, 1948, and to adjudicate claims for losses arising after August 8, 1958, the end of the
period covered by the First Czechoslovakian Claims Program.  Funds of $5.4 million and $1.5 million, respectively, were set aside by Congress for
payment of these awards.
6Includes 578 claims that were ordered dismissed.



B.  War Claims Act of 1948                                                                                                                               

                                                                        No. of No. of     No. of        Amount of    Program
Authority            Type of Claim Filing Period Claims Denials     Awards         Awards   Completed    

Title I                                                                                                                                                  
 6(b)          Members of U.S. Armed Forces 1/30/50-3/31/52 286,315       1106,590        179,725    $ 49,935,899    3/31/55
               held as prisoners of war during
               World War II-$1 per day for
               inadequate food rations.                                                                                                                  
 5(a)          U.S. civilians interned by Japanese do  23,000   13,740       9,260      13,679,329 do
               or in hiding in U.S. territories
               and possessions during World War
               II-$60 per month.                                                                                                                         
 7(a)          U.S. affiliated religious organiza- do  10,194     10,159    35       2,858,560 do
               tions and personnel for reimburse-
               ment for aid furnished to U.S.
               Armed Forces and civilians during
               World War II in Philippines.                                                                                                              
 6(d)          Members of U.S. Armed Forces            4/9/52-8/1/54  254,228           75,328     178,900      73,492,926 do 
               held as prisoners of war during
               World War II-$1.50 per day for
               forced labor and inhumane treat-
               ment.                                                                                                                                      
 7(b-c)        U.S. affiliated religious organi-       do       89 41    48      17,238,597 do
               zations for damage or loss of
               educational and other non-religious
               facilities in Philippines during
               World War II.                                                                                                                             
 6(e)          Members of U.S. Armed Forces held 8/21/54-8/21/55    9,877      427 9,450 8,874,458    8/21/56
               as prisoners of war during the
               Korean Conflict-$2.50 per day.                                                                                                             
 5(g)          U.S. civilians interned or in  do 10  0    10    16,774 do   
               hiding during Korean Conflict-
               $60 per month.                                                                                                                             
   5(f)        U.S. civilian employees of con-         8/31/54-8/31/55    2,968      746 2,222 4,082,086    8/31/56  
               tractors interned by Japanese in
               U.S. Territories and possessions
               during World War II-$60 per month.                                                                                                       



                                                                        No. of No. of     No. of        Amount of    Program
Authority            Type of Claim Filing Period Claims Denials     Awards         Awards   Completed    
 15            U.S. citizens serving in Armed do   266          59 206  335,836 do 
               Forces of U.S. Allies held as
               prisoners of war during World
               War II-$2.50 per day.                                                                                                                     
 16            U.S. merchant seamen interned do   385   214       171  333,594 do
               during World War II (not covered
               under Sec. 5(a))-$60 per month.                                                                                                           
 17            Sequestration of bank accounts do 3,626   459     3,167     10,570,917 do
               of U.S. civilians, members of
               U.S. Armed Forces, U.S. business
               firms, and bank institutions in
               Philippines during World War II.                                                                                                          
 7(h)          Non-U.S. affiliated religious 8/6/56-2/6/57   109    67  42      8,711,482     2/6/58  
               organizations in Philippines of
               same denomination of religious
               organizations functioning in 
               U.S. for reimbursement for aid
               and damages as covered under
               Sec. 7(a-c).                                                                                                                              
 5(h)          Detention benefits to Guamanians 8/31/62-2/28/63    35     0  35      91,782    12/31/63
               captured by Japanese on Wake
               Island during World War II-$60
               per month.                                                                                                                                
 6(e)          Civilians and members of U.S. 9/16/70-6/24/71    82     0  82   68,256     6/24/71
               armed Forces assigned to U.S.S.
               Pueblo who were held as prisoners
               by North Korea-$2.50 per day.                                                                                                             
Title II                                                                                                                                                 
 202           War damage or loss of property in 7/15/63-1/15/65      22,605      15,566     7,039     334,783,630     5/17/67
               certain Eastern European countries,
               and in territories occupied or      2(11/8/76-2/7/77)   2(4)     2(1)       2(3)          2(1,026,548)    2(3/4/77)

   attacked by Japanese forces during
   attacked by Japanese forces during

               World War II; damage to ships;
               losses to insurers, and by 
               passengers on ships.                                                                                                                      
               Totals, All Programs       613,789     223,396   390,392    $526,100,674                   

1Many thousands of claims for prisoner of war compensation were filed by residents in U.S. possessions and territories occupied by enemy
forces during World War II who were not officially listed as members of duly recognized units of the Armed Forces of the U.S. during World War II.
Those claimants were ineligible to receive prisoner of war compensation, which accounts for the high number of disallowances.

2These dates, numbers, and amounts represent protests and additional awards granted pursuant to Section 615 of Public Law 94-542, approved 
October 18, 1976.
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