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DRAFT OF 1WIC11 11, 2008
MINUTES OF MEE'TNl

OF THE

AUDIT COMMITTEE

OF

AMERICAN 1N'l'ERN,r.T10NAl GROUP, INC.

~F~7.2008

A meetre of h AudI Calli," of h BoMI of 1:lIrIao'" of

AMERICAN INTERNATIONAL GROUP, INC.. _ held byteleplione c:onfe_ c.II 011

•
Febru8ry 7 , 200ll m 3:00 P.M., pu....nllD notic:e dIAy given lD-. "'lie..---. in

acconlMK:e wllh h By-I..8wa.

M..... """'-' H. .-., ChIIlll11lln
~eL"",Jr.
MonilI W. 0lIl
Robert WIIlumlllld, 1JIl-<)/lfcio

0;-. M8n1hel Cohen, Mellin Feldsleil, Stephen Hmnmell11lln, Fnod lIonghemrner,

..... Orr..... V"lJirtia RomoIly, MMn. Hervy o.ube..-y, Raber!~n .... Robert

Morilz from PrlcewaeJtlouaeCoopIIIi uP ("PwCj (fOIa pcrion oflhe1118'.'111, Mr..iames

Coleof Bryan Cave LLP, Mr. Jam. Gamble ofSlmplOnThaollet&Bal1leK UP, Pmidenl

and Chill Execulive Oflicer Martin J. Sullvan,~ VIce PreIldenI and

Chief Financial 0IIicef Sle-. J. Bensinger, ElllItlUM VIce Prnidenl and Ger..-l

Counsel Anulasia D. Kelly, Senior Vice Pl1IIldenl and Comptroller David Harzog, Senior

HHDGROO115127
CDlFJDeNT1AL



VICe President and ChiefRilkOllicer RobeIlE. Lewis, Senior VIce Presidenlllld Dnc:lor

of Internal Audft MIch.el E. Roemar, senior VICe Pnlaident, Secretaryand DeputyGen.!l1. . .
Counsell<d1lean E.~,and Voce P~-CorpcnIa Go-.nanc:e Eric: N. Ulzky.

•
•

The Chaimwt 0I1tle CorT1nIlea. MIch~ H. S'*on. pr.ided IIld the Sectalary,

Kalhlaan E. Shannon. racordld the minul8s 01 the meeting.

__ c·TheComnilteeftntmet in 8llIICUlNe_ion wiIh Mr. GarilIeIlldMr.~. Mr.

GarnbIe _ Mr. Roemer prowidad • billing on .......Ioclill d.... the valuation 01 the
.

A1GFP._..ria< enid. defalAlswap poltfoIo.

MeMnI. _ SuI""",~,Lewis, Harzog IIld Ll1zkyand M.......KeIr

ond Shan""" joined !he ..-Iilll.

. .
the rating agencies in connection wIlh AIG'. pmpolld filing 01. Cunnt Repalt on FOIIn So

K~ A1G'. di&c:Icl&<n& in connac:llon will the WIIuation oIl1l1l AlGFP __ senior

crediI defalAl _ paJ1fDIio _ PwC'...........,.,. i&.~I-'-in ........

cor*Dl .... Ihal va_ plDC8II. Mr. Benoingar lap:wled that IIa _ M&. WolIon and

MeI.nI. Dooley and Habayab had IaIaphone confaIencaIwilhaach oItha rating agenciol,

wfth lila co_rlliian. calm and proreuional wfth • good undanllandlng 01 lh.

oplanationl glwn IoJ the_. He &aid thai S1andanl & Pcolllin palticular. having. good

understanding 01 these CIlICiI marUll. pulthe diIdoI... in proper perspec:tNe, wilh their

•

•

..

"

". ..
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•

lead analyst indicating the belief that other companies would also have to dea' with

material weaknesses.

. -
Mr. Cole then joined the call. - •

Mr. Bensinger continued that his expectation is that SIP wiH at least comment on
.....

the situation, but he does not expect a rating action from them. With respect to A.M.Best•.

Mr. Bensinger commented that they have a lower level of understanding of the market

issues. having less expertise in the caplal markets. Mr. Bensinger said that he had given .

rating agencies, other than Fitch, a broad overview of fourth quarter results based upon

current assessments. after each had requested that he do so with the understanding that

the yearend information provided in these conversations and not disclosed in the Form e-K

would remain confidential under Fair Disclosure regulations. He said that Fitch is still

considering whether to request the yearend information. Mr. Bensinger added that:he h.ad

also given the agencies additional informatJon on AIG's economic stress analysis of the

AIGFP portfolio. Mr. Bensinger indicated that he did notanticipate that any ofthe agencies,

would lake an immediate raUng action. and that they would all let Management.knowwhat

they intend to do before we would file the Form 8-K.

Mr. Sulliv~n advised the Committee that Management's own assessment of internal

control was ongoing and was not yet completed, but he had met with Messrs. Ryan and

Robert Sullivan to start the remediation process. ~e reported that appropriate staff of the

securities and Exchange Comr:nission and the OffICe of Thrift Supervision, as well as key
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Insurance regulllcn in New York, Peri1wyIvanii Mel llNwIre, wCIIAd be given advance

nolic:e of !he Form B-1( filing,

MI. WlIluI'llltad ..ked wheIhet tile dilcaureWOlAd ilculun nlimIIlIld rengetar

lhe "u.1Ion~ .1 of e-nber 31, ItId Mr. IIenUlger repled \hlIIa range might be

aYllilable by Sunday evening. Mr. Belllingar laid tIIIt pricing Inpull hie been a spirilad

dllCuulan topic, with PwC hoking the vlaw thai AIGFP'I a_manl dCllil not Includa .

enough COIIIiderallon ofmarket patlidpanll' views an pricing. Mr.1lenA1gardeIcItbed the

dilllnncel of apilion wiIh GoIdIlWl Sochl an the pricing of .. undBllyW1g c:olIIIefW,

noting GoIdrTw1'e acknowledged daalre 10 obtain .. much cuh II poaible tam their

collllra! ..II. He pointed aut that Goldman __ ......ng III unable 10 pnIIIidB any

scu..,. far their de"'".ilIllona of markat prk:ee. Mr. Sumn pcnad out that ..

claagraemenll wiIh Goldmanehould be charaetariad ..dea.elana ralMr than diIpulI&.

Mr. 0lIIt IlIkad lIIlcU the "'--Ily of other .... party pricea, Mel Mr. Benai1ger

reeponded \hlII no Iradilg Ie occurring. Mr. Rcemer etaled that other Ihlrd party prices are

being galhenad and 10 the extent ..ellllbia they will be captured, a...lyzacland ccmolaled.

Mr. BenIlrGer .mphMizeci that~I objecliva ia III obtain thlI beat

eatimalItofvaklatian. not_e.llylhe hlQhell••'''' Mr. S agIMd, nativlhat

AlG had bean -"inu dilgenlly 10 find obMllIIbiIIy far dir..anlal whii:h
evaryane be . He _ that II.- efJorta. Which he believed

appropriate III meet Management'e fidudaoy rnponeiIiIiIy 10 eharaholderl, _. not

_eerily ....... po....... by PwC, buI when • becamecle8rIll. PwC cId not c:onsider

.".
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the evidenCle AIG gathered to be adeqU811 fnlm I mlrbl ob8eNabily slandpoinl,

Mlnllgllmel1ldecided IhIt \hi December311a-.~ not ilcUde In 1dluRnenl1ar..

sprnd ditrerenlia.

\M1h nsspect to PwC's IIIeIIrnenllllM I mIWtII MIIcMM ltldaled II December

31. 2007. Mr. Ilenalng.r first noted IhIIl slthough Msnagemenl hIId !islln~ Ifill not'

comm.nllld \hi prior dly when thens hid been I cal to updlle lhe 80erd on Ii..

rnalIera. Msrwgemenl did not Ill- will PwC'. conc:Iusion .... C*1Iln errllfI In \hi
. .

velU1tion p«aII WOIlId Illll h.... been lound by ENerprioe RiIk M........... or I.........
Audit dwi"lll \hi COIl'" of revilM of IhIt pn>enI end !henss~ veluMlon. He IIlid ttiII

the revIeM by ERM end InIImIl Aidl ..... beIrG condllCled conca.nently with the PwC

audit, and AIG'.1mpIemerUIlon of IrnprowrnenIs IlIlllletllld by I<PMG rauIIir1l Iran !her

specililfilewofthis.,... He 8ddecI. end Mr. aulven Ig/1IId, lhIt!hens ens-me.MIyI

to look II theM ...... end e1gnllic:lnl buA_;.dgInenl ill Involved.

Mr. IIensinge,noted thalwhen Ihetoplc for lhein_pns.en"llon _ chll"llled..

Manegemenl hid lIIkeel the experts in theM buIin_ to pRI¥ide .... infDrrnetion _

refoed upon lheI expII1iIe. He IIlid IhlllAInIgement doeo not IInow whelher tIlenl _

.ufIIcienllNlkel obMrvabiIiIy8lllllllme, IU MInegemeI~_ not..-_lheI \hi

reported arnounto for NcrvlIrNler 30 incUled I flIllIIIv- beoiI Idj..lmenl. Mr. 0lIl

commented \hIllheN hid been dlscllllion II the IIIIl Comlllillee meelil'll on whea- e

1119-.....~~to the Decelrtleo veIuation WOIlId be 1CQIpl8ll1e. Mi. I!eIlIi 'II'"
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noted that Ma~agement has been seeking to Irrive at its best estinate, and continues to

believe that a negative basis exists. even if not reHably quantifaable.

Mr. Bensinger commented that PwC views the AlGFP valuation process as insular.

and would like to see AlG', experts more entwined in the proc:ess. He added that although

previously AIGFP was alowed to determine their vakJation, which was oien r8Viewed by

ERM and InternalAudit, in the current process, AIG experts are now heaVily involvedin the..
process. Mr. Gamble said that for purposes of the December 31 ,2007valuatio(l, aI partieI

agree that 1here is transparency throughout the procell. and Messrs. Bensinger and

Roemer said that was • correct assessment

Mr. SullYan commented on crisis management. indica&lg that he is hopeful that

AlG'. current ratings can be. maintained. as any downgrade ofmore than one notch would

trigger coIlatentf cab "nd potentially negatJvely affect the securities lending program.

. AC2I1108
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The"""""'''''''''''Calm..I inernbeno, .....Nleaa.dllllll..."'.

Roemer _ GImlIe 1Ml..m.1Ing _the PwC",IIL"_jalned"muli: 41.

The camn IIIIl • tile PwC ,.... ,.1.. in ...... lillian. The PwC

Mr. Wllum.tIId IIlc8d Ilab SulMln to comment an !he super ..n/or
..-. Ilab Sulllwn nolId 1hIl Iince the IhiIII q-w PwC IlI\I h8d
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dllculsioM wIh ..nior mllluigenlelll, individulll bolII1l nwnbefs and Ihe
Coolilift a in comacIion .. Ihe super sllllior Y8II1lIIIon~ lII1d
~1'-d1l1CllAion. had CCMIIed __ around the-calllrols and
process • wei • cancems !Wet the aversight at Ihe proceu by Ihe rtslc
m.n.gemenl.nd F.SD fUnclians. Most *,nlly llab Sulfnnandnn Ryan
had met willi Mr. W1"'rnIIlId III .halll PWC'I .viewI an the material
_.k..... and lllmedlatian....Man8ll8llllllri .hould cansklertakineln Ihe
lII1I. at organizdan 1InJcIUrI. cantroII and people IkIlIs IIIld InlarictIon.

BobSulivanaurnrnarized disauiorls tIlaIlle_nn Ryan hadwill MlIIlit
Sullvan lIIlI.nrong rernecl1allan lII1d' JaIl CallI"". Bob Sullvlln indIcaled
th.tJaaC_ II a ..---Judlln-II."'-......__uecl.

o DurIng lie pICICd8 C8Ilain _ poIn\I lIIOM the co.......
....... ""*- IIle proce•• at pushing III fIMr rsWldWlg lIleir
impad corne flam PwC and nallIrm A1G.

o Tha~ at lie pmc in PwC~ _ naI etfedIve and
locked tile .p'4lll.11 nga lII1d debllot. .

o MIIn8gIInenI'. pal"" 111811lle CClqllIIlUling COI*oIs pulln place
by Managarnanl .... 1IleCCll~ _Ihe pacess railed by PwC
... naI carnpalllng .. tiler did nat ape,." .lIeclIvaly.

Then! .... dilcullian reganllng lIle wanling oIlhe Form I-K and in
~ II,- wan! --.lghl" and PwC clIriIlId tIlaI • rnnnl
",.".,....... -.ighl. ThenI_ also a dIscu.... about ......... Of naI
lIIeI8 _ IIlClUllh CDIlbt to pul a number In lie Forrn I-K (I.e..
DecernbeI 3t. 2007 .......). Henry Doubeney IIJlllIeIted thai
M8MgernlII1I ..topt • _ Ir8Ck proceu III hi • lIley cauId saliIfy
.......MIs ebaul. number. _ be included lIIIlerwioe no number. Bab
MOfillndicaled the! MenegerIWlIIhouId pu.-..caIIMlanat third paIty
......Mfr.

Mr. W~1urnsted ..kid Bab SulIiVl1n to give a hlg/llevel 1UIIII1"'Y of the
diKu..ian lhal he had wilh Bob Sullivan arid Timfly.n on what neeiI.1O be
dane la .chleve IIIm1dl.,on. •

Bab Sulvan said II. _ disa"lId In _ .....tII:
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PM 1. Slruc:ture

ERM and I'"_'need slronger reporting Jines into the centIIr including
hirir4l. Irlng IIld r&mWlenlIlon IIld l!IIIIlIIe C\An 8IOUnd 1Ile.. .­
neecIId10 c:lIenge.

r •••

P.8rt 2. People

lhent needs to be -..nM. lIIalllNela, of I*lPIeIkih _ and lhoIe,....,inld ~ II1etr .. and do lIley l'IllII!:/1.

Thalli needl to be more ,enlor men-uemenl band width and 111111
MaMilement IIld !he so..! needed III cIac:olli this.

AlGFP'I Cl.'ItuIll needa 10 c:Ilange.

TIle PwC IlIp1l1l.nlalMI '*' left tile ~. TIle ComnilIee tIlen mel il

executive _.ion w~h Mr. Gamble.

Sec"....y

9 HHOGROO115135
CONFIDENTIAL


