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AlG REPORTS 2000 NET INCOME EXCLUDING REALIZED CAPITALGAINS (LOSSES) ROSE 14.8
PERCENT TO RECORD $5.74 BILLION

<< Back

NEW YCRK, NY, February 8, 2001 - American International Group, Inc. (AlG) today reported that its

income excluding net realized capital gains (losses) increzsed 14.8 percent to $5.74 billion for the year
2000 and 15.9 percent to $1.53 billion in the fourth quarter of 2000.

Net income for 2000, including net realized cepital gains (losses), increased 11.5 peréent to $5.64 billion,
compared to $5.06 billlon in 12929, For the fourth quarter of 2000, net income totaled $1.50 billion, an
increase of 14.1 percent, compared to $1.31 billlon in the same period of 1999.

Revenues for the year 2000 rose 13.1 percent to $45.97 billion from $40.66 billion in 1999. Fourth quarter
revenues totaled $12.51 billion, an increase of 13.8 percent over $11.00 billion in the year earller quarter.

At December 31, 2000, AlG's consolid‘ated assets approximated $303 billion, an increase of 13 percent, -
compared to $268 bilion at the prior year-end. In 2000, shareholders® equity Increased to approximately -
$40 billion, a 20 percent Increase over the $33.3 billlon reported at December 31, 1999.

Following Is @ summary table of fourth quarter and full year information (in m.illion-s, except per share

amounts).

FOURTH QUARTER TWELVE MONTHS

2000 1999 Chengs 2000 1009 Chenge
. Netincome, &s reported $14973 $1,3122  14.1% $56361 850554  11.5%
Income, &5 adjusted™ $1528] 93,3185 15.9% $57365 $4998.6  14.8%
PER SHARE RESULTS:**
Netincome, esreporied ~ $ 064 $ 056  14.3% $ 241 $ 215 12.%
Income, es sdjusted® $ 065 $ 036 16.1% $ 245 $ 213 15.0%
© Aversgesheres outstmnding 23456  2,3513 23432 2,332

*Adjusted 1o exchude realized capitel gains (Josses), net of taxes.

**Shere informetion seflects the three-for-two split in the form of & 30 pescent common stock dividend, pud
July 28, 2000.

Income before income taxes, minority interest and realized capital gains (losses) for the year 2000
increased 14.8 percent to $8.49 billion from $7.39 billion reported last year. For the fourth quarter of 2000,
income before income taxes, minorlty interest and realized capital losses amounted to $2.24 billion, an
increase of 15.9 percent over the $1.94 billion reported in 1999,

Forefgn exchange rates negatively affected the translatloh into U.S. doi'lars of foreign currency net

premiums written, as shown in the following table, which compares fourth quarter 2000 to fourth quarter
1299, Worldwide life insurance includes life premium income and other considerations.
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' Worldwide Foreign Wl dwide Foreigm
General General Lifs - Life
Insurance Iisurancg  Insurance Insurance

Premium Growth in Origing Cunency - 14.0% 6.4% 7.3% 20.0%

Foreign Exchenge Impact 1.6 4.3 €R:y €0

Premium Growth es Reporledin U .S. § 12.4% 1.6% 3.5% - 14.0%

Commenting on the fourth quarter znd full year 2000, A1G Chairman M.R, Greenberg said, “AlG had a very
good quarter and year. Our worldwide businesses reported strong results and met thelr goals for the year,
Net income for the year 2000 before realized capital gains and losses rose 14.8 percent to a record $5.74
biltion, or $2.45 per share, AlG is well positioned in 2001 In our prlncipal markets. The strengthening rate

environment across the board, both in the U.S. property- casualty market and In key overseas markets, is a
major positive event for our industry and most particularly for AIG.

“Our worldwide general Insurance business had a strong quarter. Worldwide net premiums written
increzsed 12.4 percent in the quarter to $4.50 billion, and 8.0 percent to $17.53 billlon for the full year. We
achieved an adjusted underwriting profit of $152.9 million In the fourth quarter and a record $785.0 miflion
for the full year. Our combined ratio for the quarter was 98.81, compared to 98.95 in last year's fourth-
Guarter. For the full year, A1G's combined ratio was 96.73, compared to last years 96.35,

"We added $106 milllon to AlG's general Insurance net loss and loss adjustment reserves for the quarter

and together with the acqulsitlon of HSB Group, Inc., increzsed the total of those reserves to $25 0 billion
at year-end 2000.

"The Domestic Brokerage Group benefited in the fourth quarter from the broad strengthening of
commercial propei‘ty -casuvalty rates and our array of specialized products and services tallored to the
changing needs of our customers. Stronger rates are evident across virtually all classes of business, and we
believe rates will continue to firm. Nonetheless, Tt bears repeating that commercial Insurance rates have
experienced a steady decline over the past decade, eroding the financial strength and balance sheets of

many companies. Therefore, continued broad rate increases are essential to the future health of our
industry,

"AlG's domestic personal llnes business did not meet our expectations, but relative 10 the market,
performed satisfactorily. For the year 2000, net premiums written increased 16.1 percent to $2.51 bifllon.
Virtually all companies In this market have been increasing rates during the year, and AlG has filed for rate
increases in all states where we offer personal fines products. We expect to see these rate increases
reflected In operating results toward mid-year, barring any unforeseen catastrophes.

“United Guaranty Corporation (UGC), our mortgage guaranty insurance subsidiary, had another
outstanding year, with record operating income, UGC's results have benefited from a strong housing

market. For the quarter and full year, UGC reported 10.1 percent and 20.6 percent gains, respectively, in
operating income.

“Our Foreign General Insurance Group, including the foreign operations of Transatlzantic Holdings, Inc.,
achieved €.4 percent and 7.4 percent increases, respectively, in net premlums written in original currency
for the quarter and year. The strengthening U.S, dollar, particularly with respect to the Japanese yen,
negatively impacted net premiums written. Also, opportunistically driven risk finance transactions can
affect the growth In premiums written during any glven quarter. Excluding risk finance transactions and

20f8 4/21/2005 12:59 PM



News Release

[

3ofg

http://ir.aigcorporate.com/phoenix.zhtml?¢=7611 S5&p=

foreign exchange, traditional Foreign General net premiums written rose 11.5 percent in the fourth quarter,
The Group had combined ratios of 95.07 in the quarter and 94.09 for the year. Rates in the United Kingdom
end Continental Europe are rising, following the same pattern that is evident in the United States. This
reflects the poor underwriting experience in mzny clzsses over a number of years, especizlly the effect of
the mzjor storms that have struck Europe in each of the past two years.

“In Asia, our non-life operations did quite well, with very good underwriting results, Despite Japan's
stzgnant economy, our business there was good, with stronger growth than was achieved by the domestic
property-cesuzlty industry. In Southezst Asia, the breadth of the AlG network and distribution system had
a very pesitive iImpact on results. Our joint venture insurance company in Israel, AIG Golden Insurance
Ltd., received a license shortly sfter year-end to market commercial property-casualty insurance lines in
that country, Previously, the company had been limited to personal lines. Also, AlG purchased a 90 percent
share in an Egyptian non-life insurance company, Pharaonic Insurance Company S.A.E., adding to our
extensive network in the Middle East. In addition, we have recelved a general insurance license for the
Ukraine, a further step in building our network in Central Europe and the C.1.S.

“In January 2001, In an important development for AIG's global network, our joint venture general
Insurance company in Indla, Tata AlG General Insurance Co. Ltd., received its license to market both
commercial and personal lines products in India, Our pertner, the Tata Group, with whom AlG has had a
long relationshlp, is the premier business and industrial group in Indla. In addition, we have been advised
that our joint venture life insurance ctompany, Tata AIG Life Insurance Co. Ltd., has recelved approval In

principle and the formal license should be issued shortly. This marks our return to Indla after an absence of
30 years.

“Integration of HSB Group, Inc. and its subsidiary, The Hartford Steamn Boiler Inspection and Insurance
Company, acquired in the fourth quarter, Is proceeding very well in both new product development and in
the provision of new opportuntties to market HSB's strong lineup of insurance products and inspection
services to AIG clients both in the U.S. and overseas. ’

“Transatlantic Heldings, Inc., whose results are reported through both AlG's Domestic and Foreign General
insurarice segments, had solid peformance in the fourth quarter and full year. Net premiums written rose
10.7 percent for the year 2000, with strong gains in operating income. Transatlantic Is benefiting from the

same environment of bread rate increeses as AIG, in both Its domestic and international operations.
Transatlantic's core casualty business was particularly strong.

"AlG's worldwide Life Division had an excellent full year and fourth quarter. Including the results of
SunAmerica’s life business, premium income and the sale of annulties, pensions and investment products
rose for the full year by 20.2 percent to $29.60 billion. For the fourth quarter, these revenues rose 3.5
percent to $7.08 billion as the sales of annuities, pensions and investment products declined slightly, This
was largely due to market timing considerations not reflective of the year's results as a whole or the

‘business going forward. Life operating Income before realized capital losses rose 18.1 percent for the year

2000 to $3.55 billion, and for the quarter Increased 18.3 percent to $955.2 million. Our life distribution
system markets a variety of life and investment products, and we are constant!

y intreducing new products
and services tailored to meet buyers' needs. '

"Once zgain, Asia was a major contributor to our life results, led by Japan, Southeast Asia and Talwan. Our
new life company in Vietnam, licensed in 2000, is off to an excellent start. Central Europe has become an
important component of our growing life business, and Latin America achieved satisfactory results, In
Japan, as reported earlier, AIG was named as the business sponsor for Chiyoda Mutual Life Insurance
Company, a Japanese life company that had applied for protection from its creditors. We a

re continuing to
work with Chiyoda on the detalls of a reorganization plan for the company. '
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"The Financial Services Group, led by International Lezse Finance Corporation (ILFC) and AIG Financial
Products Corp. (AIGFP), produced outstanding results for the fourth quarter and full year 2000. Operating
income for the Group gained 22.6 percent to $328.9 million in the quarter and 19.5 percent for the year to
$1.29 billion. Both ILFC and AIGFP had recerd cperating income and continued to expand thelr business
franchises. A new management team was put in place at AlG Trading Group Inc. followi-ng AlG's purchase
of the minority ownership interest of the previous management. We believe the new structure will
strengthen that unit’s performance going forward. Our consumer finance business, started in 1996,

continves to mzke excellent progress in both its consumer loan and credit card businesses and contributed
to the Group's operating income in 2000, .

"SunAmerica had a very good year in both 2sset management and in its variable annulty business.
Operating income for the year 2000 gained 26.2 percent to $1.41 billion. Retirement savings continuves to
be a mzjor and growing business globally. SunAmerica, working with AIG units both domestically and

overseas, Is taking advantage of these expanding opportunities with products tailored to Individual market
needs,

“AIG's Asset Mahagement Group, which includes the 2sset management business of SunAmerica, posted
excellent results for the fourth quarter and full year. Operating income for the quarter rose 14.1 percent to
$109.7 million. For the year 2000, cperating income gained 37.0 percent to $430.2 million. At year-end

2000, AIG's third party assets under management, including retail mutual funds and institutional accounts,
totaled approximately $35 billion.”

GENERAL INSURANCE ' '

General Insurance pretax income before realized capital galns for the year 2000 was $3.49 billion, 9.4 -
percent above the $3.19 billion reported lzst year. For the fourth quarter of 2000, general insurance pretax

income before realized capltal gains (losses) was $855.2 million, an increase of 11.1 percent compared to
$769.5 million in 1999,

Worldwide general insurance net premiums written for the year 2000 amounted to $17.53 billion, 8.0
percent ahead of the $16.22 billion in 1999. In the fourth quarter, general Insurance net premfums written
were $4.50 billion, an increzse of 12.4 percent, compared to $4.01 billion Tast year.

General insurance net investment income rose 7.3 percent to $2.70 biltion in 2000 and 8.5 percent to
$702.3 million in the fourth quarter, )

LIFE INSURANCE

AlG's worldwide life insurance operations reported pretax income before realized capital losses of $3.55
billion in the year 2000, an Increase of 18.1 percent, compared to $2.01 billion in 1999. For the fourth

quarter, life insurance pretax income before realized capital losses increased 18.3 percent to $955.2
mitlion, compared to $807.4 miltion last year.

For the year 2000 life insurance premium income and other considerations rose 20.2 percent to $29.60
billion from $24.62 billion in 1599, Fourth quarter premium Income and other considerations amounted to
$7.08 billion, 3 gain of 3.5 percent, compared to $6.84 billion in 1999,

Life Insurance net investment income rose 14.8 percent to $7.12 billion for the year 2000, compared to
$6.21 billion last year. For the fourth quarter, net investment income amounted to $1.94 billion, an
increzse of 17.0 percent, compared to $1.66 billion in the same period last year.

FINANCIAL SERVICES

Financial services pretax operating income amounted to $1.29 billion for the year 2000, compared to $1.08
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_ billion 2st year, an increese of 19.5 percent. For the fourth quarter, financial services operatlng income
) increzsed 22.6 percent to $398.9 million, compared to $325.5 million in 1999,

" ASSET MANAGEMENT

Asset manzgement pretax operating income amounted to $430.2 million for the year 2000, compared to
$314.1 million !ast year, an increzse of 37.0 percent. For the fourth quarter, asset management operat[ng
income increzsed 14.1 percent to $109.7 millien, compared to $96.2 million in 1999,

H##s

- AlG is the leading U.S.-bzzed international insurance and financial services organization and the largest
underwriter of commercial and industrial insurance in the United States. Its member companies write a
wide range of commercial and personal insurance products thrbugh a variety of distribution channels in
appreximately 130 countries and jurisdictions throughout the world. A1G’s globa! businesses also include
financial services and 2sset management, including aircraft leasing, financial products, trading and market
making, consumer finance, institutional, retail and direct investment fund asset management, real estate
investment management, and retirement savings products. American International Group, Inc.'s common

stock Is listed on the New York Stock Exchange, as well as the stock exchanges in London, Parls,
Switzerland and Tokyo.

#ENR

Caution concerning forward-looking statements

This press relezse may contain forward-looking statements. Please refer to AIG's Quarterly Report on Form
10-Q for the quarter ended September 30, 2000 for a description of the business environment in which AIG -
" cperates and the importznt factors that may affect its business. AlG Is not under any obligation to (and--

expressly disclaims any such obligations te) updste or slter its forward-locking statements whether as a
result of new information, future events or otherwise,
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. American International Group, Inc.
| AlG 70 Pine Street New York, NY 10270

News

American International Group (ticker: AIG, exchange: New York Stock Exchange} News Release - April 26, 2001

AIG’S FIRST QUARTER 2001 INCOME ROSE 15.2 PERCENT
TO $1.57 BILLION

NEW YORK, NY, April 26, 2001 - American Internationai Group, Inc. (AlG) today reported that its income excluding

the cumulative effect of an accounting change and net realized capital gains (losses) for the first quarter of 2001 -
increased 15.2 percent to $1.57 billien, compared to $1.36 billion in the first quarter of 2000. Net income increased
13.8 percent to $1.53 billion, compared to $1.35 billion in the first quarter of 2000.

Revenues in the first duarter of 2001 rose 11.6 percent to $12.15 billion from $10.8% billion in the year-eariier

quarter. At March 31, 2001, AIG's consolidated assets and shareholders’ equity approximated $315 billion and $41.7
billion, respectively.

. Following is a surﬁmary table of first quarter information (in milllons, except per share amounts);

FIRST QUARTER
200 2000 Changs

Net income, asreported $15318 $1,348.1 13.3%
Income, as adjusted* $157L7 $1,364.1 15.2%

PER SHARE RESULTS:** |
Net income, as reporied $ 055 $ 05 14.0%
Income, as adjusted® . $ 087 $ 058 15.5%
Average shares outstanding 23592 2,346.3

* Adjusted to exclude the comlative effect of an acrounting chenge and reslired capital gains
(osses), net of taxes.
**Shere informetion reflects the three-for-two spht in the form of a 50 percent comon stock
dividend, peid July 28, 2000

Income before income taxes, minority interest, cumulative effect of an accounting change and realized capital gains
(losses) for the first quarter of 2001 increased 15.5 percent to $2.32 billion from $2.01 billion reported in 2000.

. Foreign exchange rates negatively affected the translation into U.S. dollars of foreign currency net premiums written
and worldwide life insurance premium income and other considerations, as shown in the following table, which
compares first quarter 2001 to first quarter 2000. -

http://media.corporate-ir.net/media_files/nys/aig/releases/042601.htm 4/13/2005
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. : © Worldwide Foreign Worldwide Foreign
' General General Life Life
. Insurance ' Insurance Insurance Insurance
Premium Growth in Qriginal Currency 17.3% 8.2% 364% . 9.2%
Foreign Exchange Impact (2'. 2) - (6.9 (4.6) {(6.6)
Premium Growth as Reportedin U.S. §  15.1% 1.6% 8% 2.6%

Commenting on the first quarter's results, AIG Chairman M.R. Greenberg said, “AIG had a solid first guarter,
benefiting from a continuing strengthening of pricing in the commercial property-casualty market, as well as strong
performance by our overseas life insurance business and financial services businesses. Excluding the cumulative
effect of an accounting change and realized capital gains and losses, AIG's net income rose 15.2 percent in the
quarter to $1.57 billion, or $0.67 per share.

"In worldwide general insurance, net premiums written gained 15.1 percent to $4.86 billion, reflecting the broad
increases in commercial pricing both in the United States and in key overseas markets. Our adjusted underwriting
profit for the quarter totaled $256.4 million and our worldwide combined ratio was 95.89, compared to 95.78 in last
year’s first quarter, *“The Domestic Brokerage Group, inciuding the results of the insurance operations of HSB Group,
Inc.,; reported a 27.5 percent gain in net premiums written to $2.65 billion, a record level, and a combined ratio of
98.19, compared to 100.92 Jast year. Rates continued to firm during the guarter but, as mentioned in last quarter's

earnings release, additional strengthening is required in order to return pricing to satisfactory levels after years of
eroding rates, '

. “HSB Gfoup, Inc., which AIG 'acqulred late in 2000, is integrating its operations into AIG's general insurance profit
centers, both domestically and overseas, and had a2 good quarter overall, )

. “0Our domestic personal lines business continued to increase prices, resulting In a gain in net premiums written,

However, underwriting results still lag and are not yet at acceptable levels. Winter storms also had an adverse impact
on reported results.

“United Guaranty Corporation (UGC), our mortgage guaranty insurance subsidiary, had ancther strong quarter, with
an increase in net premiums written. UGC continues to do extremely well, benefiting from an increase in home
refinancings due to a lower interest rate environment.

"The Foreign General Insurance Group had a good quarter, achieving a combined ratic of 93.14, Net premiums
written in original currency rose 8.2 percent in the quarter, but were adversely affected by foreign exchange. In
particular, the Japanese yen weakened significantly against the U.$. dollar, which Impacted the conversion of yen
premiums into dollars. Such fluctuations are a normal part of doing business globally, having a favorable impact in
some quarters and an unfavorable Impact in others. These quarter-to-quarter fluctuations are not predictable and
generally average out over time. .

*Transatlantic Holdings, Ing, (FRH), whose results are reported through both A1G's Domestic and Foreign General
insurance segments, achieved a 13.5 percent increase in net premiums written over last year's first quarter, a 2.7
percent gain in operating income, and an improved combined ratio of 99.63.

"We added $63 million to A1G's general insurance net loss and loss adjustment reserves for the quarter, bringing the
total of those reserves to $25.0 billion at March 31, 2001.

“Our worldwide Life Division had an excellent first quarter. Including the results of SunAmerica's life business,
premium income and the sales of annuities, pensions and investment products gained 31.8 percent in the quarter to
$8.77 billion, while operating income before realized capital losses rose 17.8 percent to $956.4 million. ALICO and
American International Assurance Company, Ltd., our two largest overseas life companies; both had solid
performance, while our domestic life companies posted strong gains in both premiums and operating income. In
Japan, as reported earlier, AIG was chosen by the Legal Trustee to rehabilitate The Chiyoda Mutual Life Insurance
Company. The Chiyeda reorganization plan was approved by the court last week, and Chiyoda is now an AIG stock
subsidiary operating as AIG Star Life Insurance Co., Ltd. As a result, we will be able to significantly expand AIG’s
presence in the traditional Japanese life market. In India, both cur general and life insurance joint venture companies
. have now received their licenses and are off to excellent starts in this major emerging market.

"The Financial Services Group performed well in the quarter, with a 17.0 percent increase in operating income.

http://media.corporate-ir.net/media_files/nys/aig/releases/042601.htm 4/13/2005
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International Lease Finance Corporation (ILFC)} and AIG Financia! Products Corp. (AIGFP) each had strong gains in
Co operating income, AlG's Consumer Finance Group continued to build its franchise in its markets in Southeast Asia,
Central Europe and Latin America. .

"The Asset Managément Group, including the asset management business of SunAmerica, had satisfactory results.
For the quarter, operating income totaled $111.2 million, a solid performance in view of the poor market conditions.
At March 31, 2001, AIG’s third party assets under management, including retail mutual funds and institutional
accounts, totaled approximately $33 billion.”

GENERAL INSURANCE

General insurance pretax income before realized capital gains (losses) for the first quarter of 2001 was $972 3
ITII”IOI'I an increase of 11.2 percent compared to $874.7 million last year.

Worldwide general insurance net premiums written in the first quarter of 2001 amounted to $4. 85 biltion, 15. 1
percent ahead of the $4.23 billion reported last year. .

General insurance net investment income rose 7.9 percent to $715.9 million in 2001 from $663.2 million last year.

LIFE INSURANCE

AIG's worldwide life insurance operations reported first quarter 2001 pretax income before realized capital losses of
$956.4 million, an increase of 17.8 percent, compared to $812.1 million last year.

Life insurance premium income and other considerations increased 31.8 percent in the first quarter of 2001 to $8.77
billion from $6.65 billion in 2000.

Life insurance net investment income rose 14.9 percent to $1.92 billion fbr the first quarter of 2001, corﬁbared to
$1.67 billion for the same period last year.

. FINANCIAL SERVICES

Financial services pretax operating income rose 17.0 percent to $328.6 million in the first quarter of 2001, compared
to $280.8 million in the same period last year,

ASSET MANAGEMENT

Asset ménagement pretax operating income in the first quarter of 2001 amounted to $111.2 million, an increase of
7.2 percent, compared to $103.8 million in 2000.

L I &

AIG is the leading U.S.-based international insurance and financial services organization and the largest underwriter
of commercial and industrial insurance in the United States. Its member companies write a wide range of commercial
and personal insurance products through a variety of distribution channels in approximately 130 countries and
jurisdictions throughout the world. AlG’s global businesses also include financial services and asset management,
including aircraft leasing, financial products, trading and market making, consumer finance, institutional, retall and
direct investment fund asset management, real estate investment management, and retirement savings products.
American International Group, Inc.'s common stock is listed on the New York Stock Exchange, as well as the stock
exchanges in London, Paris, Switzerland and Tokyo.

#ERR
Caution concerning forward-looking statements

This press release may contain forward-looking statements. Please refer to AIG’s Annual Report on Form 10-K for the
year ended December 31, 2000 for a description of the business environment in which AIG operates and the
. important factors that may affect its business. AIG is not under any obligation to (and expressly disclaims any such

obligations to) update or aiter its forward-looking statements whether as a result of new information, future events or
otherwise,
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: American International Group, Inc.
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Supplementary Data
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Effectiva Tax Rales; _ : ‘
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AlG DELAYS FORM 10-K FILING TO CCMPLETE REVIEW
FDF Version

Page 1 of 3

<< Back

NEW YORK, Mar 30, 2005 -- American Internaticnal Group, Inc. ("AIG") announced today that the filing of Its 2004 Form 10-K wiil
be delzyed beycnd the March 31, 2005 extended due date in order to provide AIG, its Board of Directors and its new management
adequste time to complete thelr extensive review of AlG's books and records. The review Includes Issues arlsing from pending
investigations inte non-traditional insurance products and certain zssumed reinsurance transactions by the Office of the Attorney
General for the State of New York ("NYAG") and the Securities and Exchange Comimission ("SEC™) and from AlG's decision to
review the zccounting treatment of certzin additional ltems. AIG currently believes that it will be able to file its Form 10-X on or
prior ta April 30, 2005. AIG Intends to seek relief from the SEC to allow the continued use of registration statements on Form S-3
fellowing the filing of its Form 10-K, although there can be no assurance that rellef will be granted.

Beczuse AIG's review is not yet complete, AIG Is not yet able to determine whether the adiustments identified to date as a result

of the review will require restatement of prior period results or an adjustment to fourth quarter 2004 published unaudited .
information. Therefore, AIG is not currently able to determine the potential effects of any proposed adjustment on AIG's results of
operations for any particular period. AIG currently belleves that the maximum aggregate effect on AIG's consolidated shareholders'
equlty at December 31, 2004 of known errors and changes In accounting estimates and classifications, Including the potential

effect of treating Unlon Excess as a consolidated entity as discussed below, would be a decrease of approximately two percent _
from the previously reported unaudited consolidzted shareholders' equity of $82.87 billion. The Investigations and AIG's review are

continuing, and AIG cannot presently determine whether additional matters will be discovered or further adjustments will be
required.

As previously disclosed, in February 2005 AlIG recelved subpoenas from the NYAG and the SEC relating to Investigations of non-
treditional insurance products and certaln zssumed relnsurance transactions and AlG's accounting for such transactions. The New
York Department of Insurance is currently Investigating related lesues. The initial Investigations related principally to an assumed
reinsurance transaction involving two tranches of $250 million each which took place in December 2000 and March 2001 between
an AIG subsidiary and a subsidiary of General Re Corporation ("Gen Re"). In connection with each tranche, each of consolidated
net premlums written and consolidated net loss reserves increased by $250 million In each of the fourth quarter of 2000 and the
first quarter of 2001. The first tranche of the transaction was commuted in November 2004, which reduced bremlums and reserves

for losses and loss expenses by approximately $250 million in the fourth quarter 2004 previously reported unaudited financial
information. The second tranche remains on AIG's books as previously recorded.

Based on its review to date, AlG has concluded that the Gen Re transaction documentation was Improper and, In fight of the lack
of evidence of risk transfer, these transactions should not have been recorded as insurance. Therefore, AIG's financial statements
will be adjusted to recharacterize such transactions as deposits rather than as consolidated net premlums. The recharacterization

will have virtually no Impact on AlG's financial condition as of December 31, 2004, but will reduce the reserve for losses and loss
expenses by $250 million and Increase other liabilities by $245 miilion.

In preparation for the issuance of the Form 10-K, management reviewed the accounting treatment for certaln additional ltems with
its Independent accountants. Some of these matters were subsequently disclosed by AlG to various federal and state law
enforcement and regulatory authorities. The continuing review has led AlG management to conclude that the accounting for
certain of these matters may need to be recharacterized or otherwise adjusted. Certain but not all of the original characterizations

resulted from transactions which appear to have been structured for the sole or primary purpose of accomplishing & desired
accounting result. The matters reviewed to date include:

* Union Excess: AIG's general insurance company subsidiaries operate worldwlde, primarily by underwriting and accepting
risks for their direct account and securing relnsurance on that portion of the risk in excess of the limit which they wish to
retain. Many of these reinsurers are large, well capitalized organizations well known within the insurance industry or smalier
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reinsurance companies with no affiliation with AIG. AIG subsidiaries have zlso ceded business to Unlon Excess Relnsurance
Company, Ltd. ("Union Excess") a Barbados-domiciled relnsurer. AIG has no direct equlty Interest in Union Excess.
However, based upon AlG's review to date, Iincluding consideration of previously undisclesed facts, AlG now belleves that a
significant portion of the ownership interests of Unlon Excess sharehclders are protected under financlal arrangements with
Starr International Company, Inc, ("S1CO"), a private holding company which owns approximately 12 percent of AIG's
outstanding commeon stock and whese beard of directors consists of current and former members of AIG management,
From Its formation in 1291, Union Excess has reinsured risks emanating primarlly or solely from AlG subsidiaries, both
directly and indirectly, The transactions with Unlon Excess permitted AlG to reflect Income arising from the discounting of
reserves permitted under Barbzdes law. If Union Excess Is required to be treated as a consolidated entity by AIG, It would
result in @ meximum reduction of approximately $1.1 billlon in AIG's consolidated shareholders’ equity as of December 31,
2004, which represents the after-tax cumulative effect of the transactions with Union Excess over a 14 year period from
1991 to 2004. AIG is continuing to evaluate whether Union Excess should be treated as a consolidated entity In AIG's -
financial statements and whether the financial statement benefit from cessions te Union Excess should be adjusted.
Richmond: AIG subsidlaries have &lso ceded reinsurance to subsidiaries of Richmond Insurance Company, Ltd.
("Richmand®), a Bermuda-based reinsurance holding company In which AlG holds a 19.9 percent ownership Interest,
Although AIG owns only a minority ownership interest in Richmond, the review of the cperations of the Richmond _
subsidlaries has shown significant previously undisclosed evidence of AIG control. Therefore, AIG has determined that

Richmond should be treated as @ consolidated entity In AlG's financial statements. Consolidstion of Richmond will result in a
smell increase In consolidated assets with a similar Increase In consolidate

d llabilities and a minimal impact on AlG's
consolidated shareholders' equity as of December 31, 2004, '

Capco: The transactions with Czpco Relnsurance Company, Ltd. ("Capco®), a Barbados domiciled relnsurer, involved an
improper structure created to recharacterize underwriting losses as capital losses. That structure, which consisted primarlly
of arrangements between subsidiaries of AIG and Capco, will require that Capco be treated as a consolidated entity In AlG’s
finzncial staternents. The result of such consolidation is to recharacterize appreximately $200 million of previously reported
capital losses as an equal amount of underwriting losses relating to auto warranty business from 2000 through 2003.

Covered Calls: From 2001 to 2003, AlG entered into a series of transactions with third parties whereby AIG subsidlaries
would sell in-the-money call options on bonds In their portfolios that had unrealized appreciation assoclated with them.,
Through & serles of forward transactions and swaps that allowed AlG to retain the bonds, AIG recognized net investment
Income In the amount of the unrealized gains. The cumulative Increase In net investment Income from these transactions

was approximately $300 million with 2 corresponding decrezse in realized capital gains over the three year period. There
was no effect on AlG's consclidated shareholders' equity.

Recelvables: AIG continues to assess the recoverability of certain balances, consisting mainly of receivables in the domestic

general Insurance operations, to determine whether additional charges would be appropriate. AIG currently believes that
the after-tax Impact of these charges would not exceed $300 million.

In addition:

AlG Is reviewing Its prior estimates relating to deferred acquisition costs and certaln other accruals and allowances with
respect to AlG's general Insurance and financlal services subsidiaries to determine If adjustments are necessary. These
revisions could result In an aggregate after tax charge of approximately $370 milllon,

AlG may reclassify certain items previously identified and reported as net Investment income. The aggregate effect of the
misclassifications A1G has identified to date was to increase reported net Investment income over the period from 2000

through 2004 by approximately four percent. The reclassification will have no effect on AlG's consolidated shareholders'
equlty as of December 31, 2004,

AIG has determined to change Its accounting treatment to expense the deferred compensation granted to certain AIG
employees by 51CO. The magnitude of these amounts in prior years has been disclosed In the notes to AIG's audited
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financial staternents, but not included 2s expenses in the czlculation of AlG's consclidated net Income. Although the

expense will be a charge to reported earnings, the change will have no negative impact on shareholders® equity because an
equal ameunt will be treated as deemed contributions from SICO to additional paid-in capital,

In addition to the above matters, A1G has reviewed a series of transactions involving International Lease Finance Corporation
("ILFC"), a wholly owned subsidlary of A1G engzged in the leasing and remarketing of commercial aircraft, that were discussed In

various press reports. A1G has reviewed its accounting at both the ILFC and consolldated levels and determined that no
adfustments are necessary.

In view of its continuing review, management has not yet completed its zssessment of the effectiveness of AlG's internal control

over financlal reporting as of December 31, 2004. The essessment will be made prior to the filing of AIG's Form 10-K,

AlG zanticipates making further public disclosure on these matters in its Form 10-K or otherwise if appropriate.

Caution concerning forward-looking statements

This press release contains forwa rd-looking statements, Please refer to the AIG Quarterly Report on Form 10-Q for the quarter
ended September 30, 2004 and AlG's past and future fillngs and reports filed with the Securities and Exchange Commission for a
description of the business environment In which AIG operates and the important factors that may affect its business. AlIG is not

under any obligation to (and expressly disclaims any such obligation to) update or alter Its forward -looking statements whether as
a result of new information, future events or otherwise,

American International Group, Inc. (AIG) is the world’s leading international insurance and financial services organization, with
operations in more than 130 countries and jurisdictions. A1G member companies serve commerclal, Institutional and individual
customers through the most extensive worldwide property-cesualty and life insurance networks of any insurer. In the United
States, AIG companles are the largest underwrlters of commercial and Industrial Insurance and AIG American General Is a top=
ranked life insurer. AIG's global businesses also Include retirement services, financlal services and asset management, AIG'S
financial services businesses Include aircraft leasing, financial products, trading and market making. AlG's growing global
consumer finance business is led In the United States by Amerlcan General FInance. AIG also has one of the largest U.S.
retirement services businesses through AIG SunAmerica and AIG VALIC, and is a leader In asset management for the individual
and Institutional markets, with specialized investment management capabilities In equities, fixed income, alternative investments

and rea! estate, AIG's common stock Is listed in the U.5. on the New York Stock Exchange and ArcaEx, as well as the stock -
exchanges In London, Paris, Switzerland and Tokyo.

American International Group, Inc.

Charlene Hamrah (Investment Community)
212-770-7074

Joe Narton (News Medla)
212-770-3144

5/20/2005
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"Facsimile

BT " Ameritan Interpntional C}bu-p-.-
70 Pipe Street— 29th Floor '

New York, NY 10270

Date: . S _
'.1'o: . ' = &01 %’MW 2
Faxz - (] 786:— 05'9 '

" Tels ._

- Fromse

" Fax: .
Tel:

Message: |

Nurﬁbtt orp'agu in:!p‘d_ing this pages____ .
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Lo " MEMORANDUM

'FAX: 011:813-3784-4003

_—____-._..—————-—'_-—

To: - . Date: Decerbes 20,1599

From: Howsn_i'l.‘smith_ . - Re'; \Warranty Book

. The book of busivess we discussed is esgentially all autc wamanty .
- busipess. AS of Decainber 31,1599 the unearned premium seserve will spproximate.
5210 millicon end, it s estimated, 1bat the 1058 tatio will be pbout 200%, of incvnicd josses
of $420 million. The peyoul patieri for these Josses 8 estimaled to be 2 followss

Year C l’nvmc'nu;!nmi!lions)

2000 . D o S1e4 -
2001", . 120
2002 _ 82

;008 . - 46

. 2004 20 -

. 2008 ' - 6
2006 S _2

St 5420 .

. Trsentially we would sWap {his book of business for invertments of 3 °
Japanese Company which are in an unsealized Jots position of $210 million, The
investments tould be removed from 1he Japancse eniity’s books vpon reaching an
sgieement with while the warrenty Joss ould be sbsosbed cver a longed pruiod of
time. We could conceivitly give the entity a note in psyment for the investments snd the
payout terms of the nofe could roughly conespond 1o the warranty Jois payouts. This
weenario conld, obvieusly, be funhes developed i we gerclose 1o an amangemenk

Dizcussion of this dea) showld be Jimited to 88 Jew ptople s possh;le.
This shoud give you s good overvicw and if you need more details at this point, plsase
let me know. T y T

A
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- .. STATE 'OF NEW YORK.
" INSURANCE DEPARTMENT
.. - 25 BEAVER STREET. -
- NEW YOHK, NEW YORK 16004

' Nb\rcmbcr 1-3; 2000

Domestic Brakerage Grohp
American Tnternational Group, Inc.

‘New Yod\, NY 10038
Re: D:sc!almer of Conitrol of RJc.hmond Insnrance Company Lid. (Rlchmond)

Dear Mr. -

Thu, is in reference 10 Mr. L M. Murphy s initial letter of November 10, 1999 and subsequent
rrespondence with you regarding the disclaimer of control of R:chmond by Amcm:an International
‘derwriters Overscas, Eid, (A]]JO Ltd.)

" Mr. Murphy md:cau:d that Richmond has 51,800 outstanding voting shares o:l' wthh AIUO, Ltﬂ

owns 10,358 sharcs or.19.99%. No other person controlling, controlled by; or under common control.
with A]'UO Lid. owns any additiopal shares of Richmond.  The remaining voting shares are owned by
Munich Ho]dmgs (49.01 %); - § )
@Y. 2 1rust csiablished and copwolled by th (9.99%): and The Richmond
- Partnership, a group of private mdnuduals led by_ (9.99%). Of the five memberss of the.
Richmond board of dircctors, ATUQ, Ltd. or persons controlling, controllcd by or under cOoIDmMon conU'ol
with AIUO Ll.d. have the n,ht 1o e]cct one board mcmbcr

Based on Mr. Murphy $ rcpresentauons and subsequent correspondencc the Depaxtment has

© deterniined that AIUQ, Lid. doe.s not com.rol R.lchmond punuant to Scetion: 150](::)(2) of the Ncw York -

. lnsurancc Law.

L. Verywily yours,

) . ‘ ) . ol 3 ~ ' ) .; .
htip/mwww.ins. stale.ny.us ' T e

a3
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FOCUS - 1 of 2 DOCUMENTS

Copyright 1992 Crain Communications, Inc.
: Business Insurance

September 21, 1992
SECTION: HOUSTON MARINERS CLUB; Pg. 65

LENGTH: 1213 words

HEADLINE: Boosting rates a priority before Andrew: AIG;
Greenberg defends memo, reiterates need for price hikes

BYLINE: By MICHAEL BRADFORD
DATELINE: HOUSTON
BODY:

Boosting property/cesualty insurance rates had been a priority at American International Group Inc. long before’ A
Hurricane Andiew and the controversy sparked by an internal memo, AIG' chairman says.

"T've been very public for the last three years that the property/casualty industry has to increase rates,” said AIG
Chairman Maurice R. Greenberg.

*Rates are just historically Jow,” he said during the 1992 Houston Marine Insurance Seminar last week.
The philosophy of raising rates "did not begin with Hurricane Andrew,” Mr. Greenberg said.

‘What did begin with Burricane Andrew was a storm of controversy when Mr. Greenberg's son, Jeffrey W. Greenberg,

executive vp-domestic general-brokerage, sent a memo 1o AIG company presidents and regional vps that the catastropbe
" provides "an opportunity to get price increases now" (B, Sept. 14).

Because of the memo, which said the insurance industry would be unable to absorb Andrew-related losses without
increasing rates, several insurance segulators said they would closely review rate requests by AI1G and other insurers,

Indeed, Florids has frozen action on AlG rate requests and is asking all insurers to submit rates for approval under the
state’s use-and-file system. Louisiane will attempt to impose a similar moratorium on AIG rate requests next month.

Some stztes also are studying whether the memo violates antitrust statutes. But Maurice Greenberg maintaing that the
memo merely restates his call for higher rates, and he says consumer advocates took the document out of context.

"To take an internal memorandum and use that as a basis for saying AlG has acted in a despicable way, 1 just think is
contrary...10 the facts,” he said. "And before you start condemning a compeny, you ought to have all the facts.”

Mr. Greenberg pointed out that AJG is not a persona) lines insurer in south Florida, where most of the damage was
sustained by homeowners, and writes very little personal lines coverage in Louisiana.

The memo "did not refer to property insurance rates,” he noted. "M said rates have to be increased. That's what I've
been saying for the last three years — hurricane or no hurricane.”

Mr. Greenberg said that the company's "experience in Florida the last three years™ shows a combined ratio of
approximately 120%. "So clearly we need rate increases in Florida and other states as well," he said.

The memo, writien the day Andrew hit Florida, said the storm "will cause extensive damage in southern Florida and,

if it also strikes a populated area afier picking up speed in the Gulf, may cause the insurance industry the biggest storm
loss ever.”

It went on to say, "We have opportunities from this, and everyone must probe with brokers and clients.®
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AlG and "all other insurers need rate increases,” Maurice Greenberg said. "There's nothing secret about that”

Insurers will face their own rate hikes from reinsurers, he pointed out. "If you think that catastrophe reinsurance is not
going up in price, think egain. (That's) if it's available at all from responsible companies.”

On another topic, Mr. Greenberg said the U.S. workers compensation insurance system is "out of control” and that
insurers won't continue 1o write the coverage without making a profit

"What was an exclusive remedy is no Jonger so in many states,” he said. "Benefits have been broadened — for political
reasons in most instances — and rates suppressed. It doesn™ take a mathematician 1o figure out that that is not going 10 fly."

AlG zlready has decided it will not write workers comp or any other business in states that do not allow it a shot at
making an underwriting profit, said Mr. Greenberg.

"There is no constitutional reason for us to put cur capital at risk with no hope of achieving a reasonable profit,” he
said. "AlG is a global company. We do very well outside the United Ststes.”

AIG is "no1 obliged to write any business that is not on a level playing field for the underwriter,” Mr. Greenberg said.
"We will continue to be very disciplined in that way." ’

All property/casualty insurers ought to be focusing on achieving an underwriting profit ahead of increasing market
share, he emphasized. Many insurers believe that investment income or sale of securities will take care of the bottom

line, he said. But, Mr. Greenberg challenged, "If you don't make a profit in your basic business, which is underwriting,
you wont make & profit for very long."

And insurers that believe market share is more important than bottom-line results will pay the price, Mr. Greenberg
predicted.

Insurers that topped the list in "size and financial strength & decade ago” have lost business and are now ranked lower
on that list becavse of failed management strategies that concentrated too heavily on market share alone, he pointed out.

There are very few AAA-tated insurance companies today, and "the list is growing smaller by the year,” he observed.
And, as insurers continue to deliver poor returns, investors become disillusioned with the industry, he said.

"If you don't have & decent retum, sharehelders move on. And indeed they should because no business can prosper
and grow" without a decent return on capital, Mr. Greenberg said.

Many property/casvalty insurers are averaging about an 8% return on capital, including sales of securities, he noted.
Y prop Zng P 8 s

"How cen an industry as important as the property and casualty industry s serve the needs of the nation and the people

if its returns are so meager? And why would anyene long want to invest in companies that continue with such pitiful
Tetumns?”

Mr. Greenberg stressed: "The (property/casualty) industry, generally, ought to be working toward an underwriting
profit”

In some classes of business, insurers may have to begin limiting their exposure by writing policies that will not
1espond if legislative changes broaden liability, Mr. Greenberg said.

"We're living in a country now where individual responsibility and accountability for our own acts has vanished,” he

explained. "Everybody must be rewarded one way or another if anything befalls them, regardless of their responsibility in
the event.”

The courts have changed and broadencd statutes that determine liability, he said.

An insurance underwriter writing a liability policy "is held accountable for achieving an underwriting profit,” but laws

ofien change the definition of liability afier a contract has been negotisted with intermediaries and clients, Mr. Greenberg
observed

"How long can an industry survive in that kind of environment?” he asked. "It's virtuelly impossible for an underwriter
today in many classes of ljability business to predict what will happen in the future,

"] think we're reaching the pdim where we must consider whether we issue a policy in certain classes of liability
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limited to the laws that then exist. Any change that broadens those definitions in the future would not be covered,” he said.

"1 don't see how you can price a policy in today's environment in many classes of liability business and hold anybody

accountable. What it is is simply tuming 1o the deepest pocket — social engineering going on at its worst,” Mr. Greenberg
observed.




