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General Information Regarding the Plan

Confidential

The full title of the plan is the American International Group, Inc. Amended and Restated 1999
Stock Option Plan (the “Plan”). The issuer of the shares of common stock offered pursuant to the Plan is
American International Group, Inc. (the “Company™). The Plan was adopted by the board of directors of
the Company (the “Board”) on September 15, 1999 and approved by the shareholders of the Company on
May 17, 2000. The Plan was subsequently amended and restated by the Board on March 12, 2003 and
approved by the shareholders of the Company at the Annual Meeting of Shareholders held on May 14,
2003.

iy et

he Plan is to advance the intercsts of the Company by providing icertain key
employees of the Company and its subsidiaries and members of the Board with an additional incentive to
continue their efforts on behalf of the Company and its subsidiarics, as well as to attract pcople of
training, cxperience and ability to the Company and its subsidiaries.

Employees of the Company and its subsidiaries, and members of the Board, are eligible to receive
stock options under the Plan. Unless sooner terminated by the Board, no options- may be granted under the
Plan after September 14, 2009. Options granted under the Plan on or prior to September 14, 2009 shall
remain in effect in accordance with their terms and the terms of the Plan.

The Plan is not subject to the provisions of thc Employee Retirement Income Sccurity Act of
1974, as amended, or qualified under Section 401(a) of the Internal Revenue Code of 1986, as amended
(the “Code”). A brief description of the tax effects that accrue to participants as a result of participation
in the Plan and the tax effects upon the Company is set forth below under “Federal Income Tax
Consequences”. :

Except as otherwise provided herein, the Plan is administered by a committee (the “Committee”)
of the Board to be Annmntmi Q(\]P]V from members of the Roard whn are not nnr{ hnvp not ]"CC!'} ofhcsrs of

the Company-or its subsuhdrlcs. Thc members of the Commiittee scrve at the pleasure of the Board and
may be removed by the Board at its discretion. :

The Committee has'the authority; in its absolute discretion, to determinc which emplovees of the
Company and its subsidiaries shall be granted options under the Plan, the time when such options shall be
granted, the terms of such options and the number of shares for which options arc granted. The
Committec 1s authorized, subject to the provisions of the Plan, to establish such rules and regulations as it
decms necessary for the proper administration of the Plan and to make such determinations and
interpretations and to take such action, in connection with the Plan and any stock options granted
thereunder, as it deems necessary or advisable. The Plan, and all such determinations and interpretations,
are binding and conclusive upon all optionees and their legal representatives and benéficiaries. The Board
may, in its sole discretion, at any time and from time to time, grant stock options to employees and Board
members or administer the Plan, in which case the Board shall have all of the authority and responsibility
granted to the Committce.

Amendment

The Board may alter or amend the Plan from time to time, provided that no change may be made
in any stock option theretofore granted, which would impair the rights of an optionee without the consent
of such optionee. In addition, no alteration or amendment of the Plan may be made without qharcholder
approval if such approval is required by applicable law.
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A copy of the Plan ig attached hereto ag Appendix A. The Sulumaries contained 11y this prospectus
are qualified in thejr entirely by reference (o the complete text of the Plan.

Securities to Be Offered

The securities offered pursuant to the Plan are shares of the common stock, par value $2.50 per
share (the “Common Stock”), of the Company. The Plan provides that the tota] amount of Common Stock
for which options may be issued under such Plan shalj not exceed 45,000,000 shares, as such shares

termination (in whole or in part) of unexercised options, shares of Common Stock subject thereto shall
again be available for issuance under the Plan. Shares of Common Stock issuable under the Plap may, in
the discretion of the Committee, be either authorized but unissyed shares or lreasury shares,

Under the Plan, options may be granted which are cither (i) incentjve stock options within the
meaning of Section 422 of the Code (“incentive stock options™), or (11) options other than incentjve stock
options (i.c., nonqualified options). Incentive stock options qualify for special tax treatment under the
Code. See “Federal Income Tax Consequences”, Only employees are eligible to receive stock options that

-are incentive stock options.

Individﬁals Who May Participate in the Plan

sl

Employces of the Company and jts subsidiaries and members of the Board are eligible to recejye
stock options under the Plan. The maximum number of shares of Common Stock ag to which stock

aggregate number of shares of Common Stock issuable under the Plan, Further, the aggregate fair market
value (determined ae of the time the option is granted) of Common Stock with Tespect to which incentive
stock options are exercisable for the firgt time by an eligible employee during any calendar year under all
stock option plans of the Company and of any subsidiary corporation of the Company may not excecd
$100,000. :

Restrictions on Resale

exercise of options granted under the Plan, However, pursuant to the Securities Act of 1933, as amended
(the <1933 Act”), and rules promulgated by the Securities and Exchangc Commission (the
“Commission”) thereunder, certain restrictions are imposed by law on the transfer of shares acquired by
optionecs if such optionces are deemed to be “affiliates” of the Company, as such term is defined by the

upon the exercise of an option in violation of the 1933 Act. Ag to executive officers, directors or.any other
persons whom the Company believes may be an affiliate of the Company, the Company may place a
legend on the cerlificates representing the shares of such bersons prohibiting any trangfer thereof which in
the Company’s opinion would involve such a violation, Any such affiliate may not sell or otherwise
dispose of such shares unless such sale or disposition would not result in a violation of the 1933 Act. In

2
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general, this means that such an affiliate may sell or otherwise dispose of shares acquired through the
cxercise of options ¢ i ~ordance-with-Rule 144-promulgated-under the 1933 Act or by use of a
prospectus prepared and filed with the Commission in accordance with the applicable form of registration

under the 1933 Act. For sales under Rule 144, certain volume limitations may apply.

Summary of Terms and Conditions of Options and of
the Purchase of Securities Pursuant to the Plan

Provisions of Options. All stock options granted under the Plan will be in such form as the
Committee or the Board may from time to time determine, and will be subject 1o the following terms and

conditions:

(a) Option Price.  The option price per share with respect to each option is
determined by the Committee.or the Board but may not be less than 100% of the per share fair
market value of the Common Stock on the daic the option is granted.

(b) Term of Option. In no event may any stock option be exercisable after the

expiration of 10 years from the date on which it is granted.

(c) Exercise of Stock Option and Payment Jor Shares. Exccpt as provided in
paragraph (e) below, a stock option may not be exercised for one year after the date on which it is
granted, and thereafter may be exercised in such installments as is determined by the Committee
or the Board at the time the stock option is granted. Any shares not purchased on the applicable
nstallment date may be purchased thercafier at any time prior to the expiration of the stock
option. To exercise a stock option, the optionee must give written notice to the Company
specifying the number of shares to be purchased and accompanied by payment of the full
purchase price therefor: (i) in cash or by certified or official bank check, (ii) in shares of Common
Stock, valued as of the date of exercise, as described below or (iii) in a combination of (i) and (ii)
above. Notwithstanding the forcgoing, at the sole discretion of the Committee or the Board, upon
request of the optionee, the Committee or the Board may permit, on such other terms and
conditions as the Committee or the Board may determine, the deferral of delivery to a date or
dates specified by the optionce of all or some of the shares otherwise deliverabie by the Company
to the optionee upon the exercise of the option. Any Common Stock delivered in payment of the
purchase price upon exercise of an option will be valued on the date of excercise at the fair market
value, as determined by the Committee, Any person exercising a stock option will be required to
make such representations and agreements and furnish such information as the Committee may in
its discretion deem necessary or desirable to assure compliance by the Company, on terms
acceptable to the Company, with the provisions of the 1933 Act and any other applicable legal
requirements. If an optionee so requests, shares purchased may be issued in the name of the

optionec and another jointly with the right of survivorship.

(d) Non-transferability of Options. No stock option granted under the Plan shall be
transferable by the optionee other than by will or the laws of descent and distribution. Options
will be exercisable, during his or her lifetime, only by the optionec.

(e) Termination of Employment. Except as provided by the Committee or the Board,
no part of any option granted to an employee may be exercised after the termination of his or her
employment with the Company and its subsidiaries, cxcept that:
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(i) if termination of employment is at or after normal retirement ageordue

to-disability or death; any portion of an option, whether or not exercisable at the time of
such termination may be excrcised by the optionce (or in the casc of death by the person

(ii) if termination of employment is not at or after normal retirement age or
due to disability or death, with the approval of the Committee or the Board, any portion
of an option may be exercised by the optionce within three months after such termination,

but only to the extent such option was cxercisable at the time of such termination.

>
famy

Adjustments. In the event of a recapitalization, stock split, stock dividend, combination or
exchange of sharcs, merger, consolidation, rights offering, separation, reorganization or liquidation, or

any other change in the corporate structure or shares of the Company subscquent fo March 12, 2003, the
Committee or the Board will make such equitable adjustments, designed to protect against dilution or

Federal Income Tax Consequences

The following summary of the federal income tax consequences related to grants of options and
the exercise of such options under the Plan is not intended to provide or supplement tax advice to
optionees. Optionees are advised to consult a tax advisor with respect to the specific tax consequences
that, in light of their particular circumstances, might arise in connection with their receipt or exercise of
options under the Plan, including any state, local or foreign tax conscquences and the cffect, if any, of
gilt, estate and inheritance taxes, :

Federal Tax Treatment of Nongualified Stock Options. An optionce will not realize taxable
income, and the Company will not be entitled to a deduction, at the time that a nonqualified stock option
is granted under the Plan, Upon exercising a nonqualificd stock option, an optionee will realize ordinary
incomie, and the Company will be entitled to a corresponding deduction, in an amount equal to the excess
of the fair market value of the acquired shares-on the exercise date over the exercise price of the option.
The optionee will have a basis, for purposes of computing capital gain or loss on a future sale or
exchange, in the shares acquired as a result of the exercise equal to the fair market value of those shares
on the exercise date,

Federal Tax Treatment of Incentive Stock Options. An optionee will not realize taxable income
and the Company will not be entitled to a deduction when an incentive stock option is granted under the
Plan or when an incentive stock option is exercised. If the optionec of an incentive stock option holds the
shares acquired under the option for at least two years from the date the option is granted and for at leas(
onc year from the datc the option is exerciscd, any gain realized by the optionce when the shares are sold
will be taxable to the optionce as capital gain.

The differcnce between the exercise price of an incenlive stock option and the fair market value
of the acquired shares at the time of exercise is an item of tax preference which may result in the optionee
being subject to the alternative minimum tax. Whether an optionce is subject to the alternative minimum
tax will depend on individual facts and circumstances,
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If the optionee does not hold the shares acquired upon the excreise of an incentive stock option
= B > i tbed: , the optionee will realize or inary income in
the year of disposition of the shares in an amount equal to the excess of the fair market value of the shares
on the datc of cxercise (or the proceeds of the disposition, if lower) over the cxercise price, and the
Company will be entitled to a corresponding deduction. Any remaining gain will be capital gain. If the
shares are disposed of at a loss, the loss will be a capital loss.

Payment in Common Stock. An optionee who pays for shares acquired upon the exercise of a
stock option with shares he or she already owns will not realize any taxable. gain or loss on the sharcs
delivered as payment. If the option is not an incentive stock option, the optionee will not be taxable upon
excrcise on the number of shares acquired equal to the number of shares delivered for payment. If the
option is an incentive stock option, the optionec will not be taxable upon exercise on any of the shares
acquired. The number of shares received on exercise of the option equal to the number of previously
owned shares surrendered will have the same basis and holding period for capital gain purposes as the
previously owned shares. If the option.is not an incentive stock option, the additional shares received will
have a basis equal to the sum of the cash’ paid on exercise and the ordinary income taxable to the
employee as a result of the exercise. If the option is an incentive stock option, the additional shares will
have a basis cqual to the cash, if any, paid on excrcise. In cither case, the holding period for capital gain
purposes with respect to the additional shares wili begin on the day after the date the option is exercised.

The use of shares previously acquired through the exercise of an incentive stock option in
satisfaction of all or a part of the exercise for another option (whether or not an incentive stock option) is
a disposition of the previously acquired shares for putposes of the one-year and two-year holding periods
described above. All shares acquired upon the exercise of an incentive stock option are considered to have
been acquired upon the date of exercise for purposes of the one-year and two-year holding periods, even
if previously acquired shares were used in satisfaction of all or a part of the excrcise price.

Long-Term Capital Guin. The maximum rate of tax on-long-term capital gain is 15% for shares
which have been held for more than 12 months.

Incorporation by Reference of YInformation Concerning the Company

The Company files annual, quarterly and other reports, proxy statements and other information
with the Commission. You may read and copy documents that the Company files at:

s SEC Public Reference Room
450 Fifth Street, N.W.
Washington, D.C. 20549
Pleasc call the Commission at 1-800-SEC-0330 for further information.
The Company’s filings arc also available to the public through:
¢ The Commission’s web site at http://www.sec.gov
¢ The New York Stock Exchange
20 Broad Street
New York, New York 10005

The Common Stock is listed on the New York Stock Exchangc.

5
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The Commission allows the Company to “incorporate by reference” the information the

Company files with the Commission, which means that the Company can disclose important information
to you by referring you to those documents. The information incorporated by reference is considered to be
part of this prospectus, and later information that the “Company files with the Commission will
automatically update and supersede that information as well as the information included in this
prospectus. The Company incorporates by reference the documents listed in the accompanying box and
any future filings made with the Commission under Section 13(a), 13(c), 14 or 15(d) of the Securities
Exchange Act of 1934, as amended (the “Exchange Act”), until all the shares of Common Stock are sold.

This prospectus is part of a registration statement the Company filed with the Commission, G
1.
(9]}
Annual Report on Form 10-K for the year ended December 31, 2002, ;;(
(
Quarterly Report on Form 10-Q, as amended by a Form 10-Q/A, for the quarter ended March 31, 2003 ar
Quarterly Report on Form 10-Q for the quarter ended June 30, 2003.
: v _ o
The description of Common Stock contained in the registration statement on Form 8-A, dated ar
September 20, 1984, filed pursuant to Section 12(b) of the Exchange Act. pi
a
The Company will provide without charge a copy of these filings, other than any exhibits unless ;ﬁ
the exhibits are specifically incorporated by reference into this prospectus. You may request your copy by o
writing or telephoning the Company at the following address:. ; t]'
American International Group, Inc. (f)c]
Director of Investor Relations m
70 Pine Street .
New York, New York 10270 ‘v‘v’
(212) 770-7074
Yalidity of Common Stock m
The validity of the shares of Common Stock offered hereby will be passed upon by Kathleen E. a:
Shannon, Esq., Scnior Vice President and Deputy General Counsel of the Company. Ms. Shannon is
regularly employed by the Company, participates in various employce benefit plans of the Company .
under which she may receive shares of Common Stock and currently beneficially owns less than 1% of w
. fc
the shares of outstanding Common Stock.
Experts el
The consolidated financial statements of the Company and its subsidiaries and the related g]
financial statement schedules of the Company included in its most recent Annual Report on FForm 10-K,
incorporated  hercin by reference, arc so incorporated in reliance upon the reports of
PricewaterhouscCoopers LLP, independent accountants, given on the authority of that firm as experts in
accounting and auditing.
ti1
(i
, Pl
p
St
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APPENDIX A

AMERICAN INTERNATIONAL GROUP, INC.
AMENDED AND RESTATED 1999 STOCK OPTION PLAN
(the “Plan”)

s Purpose. The purpose of this Plan is to advance the interests of American International
Group, Inc. (“AIG”) by providing certain key employees of AIG and its subsidiaries, and members of the
board of directors of AIG (the “Board”), upon whose judgment, initiative and efforts the successful
conduct of the business of AIG largely depends, with an additional incentive to continue their efforts on
behalf of AIG and its subsidiaries, as well as to attract people of training, experience and ability to AlG
and its subsidiaries.

2. Administration. Except as otherwisc provided herein, the Plan shall be administered by a
committee (the «Committec”) of the Board to be drawn solely from members of the Board who are not
and have not been officers of AIG or its subsidiaries. The Committee is authorized, subject to the
provisions of the Plan, to cstablish such rules and regulations as it deems necessary for the proper
administration of the Plan and to make such determinations and interpretations and to take such action in
connection with the Plan and any stock options granted thereunder as it deems necessary or advisable. All
determinations and interpretations made by the Committee shall be binding and conclusive on all
optionees and on their legal representatives and beneficiaries. The Committee shall have the authority, in
its absolute discretion, to determine which employees of AIG and its subsidiaries shall receive stock
options, the time when stock options shall be granted, the terms of such options and the number of shares
for which options shall be granted. Notwithstanding anything to the contrary contained herein, the Board
may, in its sole discretion, at any time and from time to time, grant stock optiops (including grants to
members of the Board who arc not employees of AlG and its subsidiaries) or administer the Plan, in
which casc the Board shall have all of the authority and responsibility granted to the Committee herein.

-~

3. Stock Subject to the Plan. Subject to adjustment as provided in Section 7 hereof, the
maximum number of shares that may be issued under the Plan is 45,000,000 shares of the common stock,
par value $2.50 per share (the “Common Stock™), of AIG as such shares shall exist on March 12, 2003
which shares of Common Stock may, in the discretion of the Comimittee, be either authorized but
unissued shares or shares previously issued and reacquired by AIG. Upon the expiration or termination (in
whole or in part) of unexercised options, shares of Common Stock subject thereto shall again be available

b o} PO

for issnance under the Plan.

4. Eligibility. Employees of AIG and its subsidiaries, and members of the Board, shall be
eligible to receive stock options under the Plan. Only employees shall be eligible to receive stock options

that are intended to qualify as “incentive stock options” within the meaning of Scction 422 of the Internal
Revenue Code of 1986, as amended (the “Code”).

5. Grant of Stock Options.

(a) Stock options may be granted to eligible recipients in such number and at such
times during the term of this Plan as the Committee or the Board shall determine; provided, however, that
(i) the maximum Lumber of shares of Common Stock as to which stock options may be granted under this
Plan to any one individual in any onc ycar may not exceed 900,000 shares (as adjusted pursuant to the
provisions of Section 7) and (ii) options to purchase more than 10% of the aggregate shares of Common

Stock set forth in Scction 3 above (as adjusted pursuant to the provisions of Section 7) shall not be

A-l
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(b) At the time of grant, the Committee shall determine (i) whether all or any part of
a stock option granted to an cligible employee shall be an incentive stock option and (ii) the number of
shares subject to such incentive stock options. The form of any stock option which is all or in part an
incentive stock option shall clearly indicate that such stock option is an incentive stock option or, if
applicable, the number of shares subject to the incentive stock option. The aggregate fair market value
(determined as of the time the option is granted) of the stock with respect to which incentive stock options
are excrcisable for the first time by an eligible cmployee during any calendar year (under all such plans of
AIG and of any subsidiary corporation of AIG) shall not exceed $100,000.

6. Terms and Conditions of Stock Options. All stock options granted under the Plan shall be
in such form as the Committee or the Board may from time to time determine and shall be subject to the
following terms and conditions:

(a) Option Price. The option price per share with respect ta each option shall be
determined by the Committee or the Board but shall not be less than 100% of the fair market value of the
Common Stock on the date the option is granted.

()] Term of Option. In no cvent shall any stock option be cxercisable after the
expiration of 10 years from the date on which the stock option is granted.

(c) Exercise of Stock Option and Payment for Shares. Except as provided in
paragraph (e) of this Section below, the shares covered by each stock option may not be purchased for
one year after the date on which the stock option is grantcd, but thereafter may be purchased in such
installments as shall be determined by the Committee or the Board at the time the stock option is granted.
Any shares not purchased on the applicable installment date may be purchased thercaficr at any time prior
to the final expiration of the stock option. To exercisc a stock option, the optionee shall give written
notice to AIG specifying the number of shares to be purchased and accompanied by payment of the full
purchase price therefor: (i) in cash or by certified or official bank check, (ii) in shares of Common Stock,
valued as of the date of exercise, of the same class as those to be granted by exercise of the option, or (iii)
in a combination of (i) and (ii). Notwithstanding the foregoing, at the sole discretion of the Committee or
the Board, upon the request of the optionee, the Committec or the Board may permit, on such other terms
and conditions as the Committce or the Board may determine, the deferral of delivery to a date or dates
specified by the optionee of all or some of the shares otherwisc deliverable by AIG to the optionee upon
the excrcisc of the option. The Common Stock will be valued on the date of exercisc at the fair market
value as determined by the Committee. Any person exercising a stock option shall make such
representations and agreements and furnish such information as the Committee may in its discretion deem
necessary or desirable to assure compliance by AIG, on terms acceptable to AIG, with the provisions of
the Securities Act of 1933, as amended, and any other applicable legal requirements. If an optionee so
requests, shares purchased may be issued in the name of the optionce and another jointly with the right of
survivorship.

(d) Non-transferability of Options. No stock option granted under the Plan shall be
transferable by the optionee other than by will or the laws of descent and distribution, and such option
shall be exercisable, during his or her lifetime, only by the optionee.

©)] Termination of Employment. Except as otherwise provided by the Committee or
the Board, no part of any option granted to an employee (including an officer) may be exercised after the
termination of his or her cmployment with AIG and its subsidiarics, except that

B
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1) if such termination of employment is at or after normal retirement age or
due to disability or death, any portion of an option, whether or not cxercisable at the time of such

Confidential

termination, may be exercised by the optionee (or in case of death by the personor persons—to
whom the optionee's rights under such option arc transferred by will or the laws of descent and
distribution) at any time within the term of the option; and

(i) if such termination of employment is not at or after normal retirement
age or duc to disability or death, with the approval of thc Committee or the Board, any portion of
an option may be exercised by the optionee within three months after such termination, but only
to the extent such option was exercisablc at the time of such termination.

7. Adjustment in Event of Changes in Capitalization. In the event of a recapitalization, stock
split, stock dividend, combination or exchange of shares, merger, consolidation, rights offering,
separation, reorganization or liquidation, or any other change in the corporate structure or shares of AlG,
subsequeni o March 12, 2003, the Committee or the Board shall make such equitable adjustments,
designed to protect dilution or enlargement of rights, as it may deem appropriate, in the number and kind
of shares authorized by the Plan, in the limitations set forth in Section 5(a) and, with respect to
outstanding stock options, in the number and kind of shares covered thereby and in the option price.

8. Rights as a Shareholder. An optionee shall have no rights as a shareholder with respec
any shares covered by a stock option until the date of issuance of a stock certificate for such shares.

9. Withholding Taxes. Whenever shares of Common Stock are to be issued in satisfaction of
stock options granted under the Plan, AIG shall have the right to require the recipient to remit to AIG an
amount sufficient to satisfy all applicable withholding tax requirements prior to the delivery of any
certificate or cerlificates for shares.

10. Term of Plar. No stock options shall be granted pursuant 1o the Plan after September 14,
2009 but stock options theretofore granted may cxtend beyond such date and the terms and conditions of
the Plan shall continuc to apply thereto.

11 Choice of Law. THIS PLAN SHALL BE GOVERNED BY AND CONSTRUED IN
ACCORDANCE WITH THE LAWS OF THE STATE OF NEW YORK, WITHOUT REGARD TO
PRINCIPLES OF CONFLICT OF LAWS.

12. Termination or Adjustment of Plan. The Board may at any time terminate the Plan with
respect to any shares of Common Stock of AIG not at the time subject to option, and may from time to
time alter or amend the Plan or any part thereof, provided that no changc may be made in any stock
option theretofore granted which would impair the rights of an optionee without the consent of such
optionce, and further, that no alteration or amendment may be made without the approval of shareholders
if such approval is required by applicable law.

13. Approval of Shareholders. The Plan was originally adopted on September 15, 1999 by
the Board and approved by the shareholders of AIG at the 2000 Aunnual Mecting of Sharcholders. The
Plan was amended and restated on March 12, 2003 by the Board subject to approval by the shareholders
of AIG at the 2003 Annual Meeting of Sharcholders. The terms or conditions of any stock option granted
or awarded under the Plan prior to the effectiveness of this Amended and Restated Plan shall not be

affected by this Amended and Restated Plan.
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