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MINUTES OF MEETING

OF THE

coMPENsATIoNANDMANAGEMENTRESoURCESCoMMTTTEE

OF

THE BOARD OF DIRECTORS

. AMERTCAN INTERNATONAL GROUP' INC.

Held Marcñ 11,2098

A meeting of the Gompensatbn and Management Resources committee (lhe

"Cdnmiltee') of ttre Board of Directo'rs of AIIERICAN INTERNATIONAL GROUP' lNC"

rans l¡e6 on March 1 I . 2OO8 at 2:00 p.m. at 70 Pine street, New York. New York' pufsuanl

to nol¡æ duly giræn to each of the members in accordance wrlh the By-Lauc

Present Messrs' ÀlanhallA. Cohen
Fred H. Langhammer
James F. On lll
Robert B. Willumstad, ex officio

. Ms. Mrginia M' RomettY

Abo present were Directors Geoqe L. Miles,.Jr, and Michael H. St¡tton. Ms. Werdy

HilbumofFredericw.cook&Co.,lnc.,Mr.MalcTrevinoofSullivan&CromwellLLP.

Presider¡t and chief Executiræ officer Martin J' sullluan, Executive vrce Presiderf and

GerelalCoun3el'AnastasiaD.Kelly,seniolVicePresilentandchiefHumanResources

officerAndrew J. Kaslow. senior Diredorsf Compensation Jacqueline Aguanno, Senior

McePresident,secretaryandDeputy@nerat.CourrselKathleenE.ShannonandMce

iÞ|ry.
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Atlof the rnembers of the Gommitlee beiry presenl. the meeting proceeded.

Tlre Chalrmsn of the Commiltee, Mr. llarchall.A. Cohen. presi'ded and lhe

Sccretery, Ms. Kathleen E. Shan¡lon. recorded lhe minules of lhe meeling.

Tlæ meeting Þgan wilh an executiur sêss¡on among lhe Conrmillee membea and

Diredors Mlles and Sutlon.

Mr. Cohen commenlcd that trerc had been sþnilicanl Prcviotæ dbcussions on the

trêefnenl of llre Parl¡rers Plan eamoú for lle 200fl-¡2007 peilomancc period, lnduditttg

tñe accounthg clÍect of vario¡æ alternatiræ modFrcations to tlp defnilbns used lor

deærmlnhg adjustcd ¡æt incoræ fortlæ year2007. Mr. Sullivan ncÉedtl¡altheæ lud been

conlhued dbbgue oær lñe pasl seìæralulcdc as to the appmpdate -haircut'to be

applÞd to be consbter¡t wilh lhe Committee's desie thal ttp co'mPensalion eanpd should
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reflect the extraordinary markel conditions whidr significantly affected AIG's 2007 financial

perfolmance. After further discussion, ttæ Committee approved Managemenl's

recommendalions, effeclive upon Board approval of the compensalion of the Chþf

Executive Ofricer. as presented to ttre Committee in Exhibit A to the minutes of this

meeling, as fo¡oum: The eamoul lor the 2006-¡2007 performance period for the Partners

ptan willbe determined as if no AIG Financial Prcduc'ts Gorp. unreatÞed markel valuation

losses had occuned in 2007 (wtrich would have ¡esulled in an eamout þtæl of 149'9

percent), with a 20 percent reduction for menrbers of the Group Executive Commitlee

(llg.gperc,enteamout)anda l0percentredustionforallottrerparticipants(13a.9Èrænt

eamoul. ln considering the recomrnendalion, the Committee noted lhat the ptoposed

pañnerc plan performance goals and definilio¡s forthe 200&2009 perfomance period

wo¡ld take into account credit impaimenl losses ¡æl'¿ed wilh respecl to the AIGFP super

senior credft default swap portfolio during tlæ reþvant pedod and woub not take hto

accounl arry reversals of ttre 90 percent of the unrcalized market valualion losses üaf had

been excluded from the determination of 2007 earnings.

Mr. Sullivan nexl presented Manaçment's recommendation with tespect to the

eamoul for tfre Senior Partners Plan for the 200507 performance period, suggesling that

the AIGFP unrealized market valuation bsses be excluded fiom the calculatbn of gtorth in

adjusted book value, resulling in a uæighted-average Senior Partners Unil ralue of 52,717.

ln considedng the recommendation, the Commitlee noted that lhe definitions forthe 200S

200g performance period lor the Senior Partne¡s Plan upuld also take inlo account credit

impairment losses realÞed with respect to the AIGFP super senior credit default portfolio

during the rcþvanl period and would not trake into accounl any reversals of the unrealized
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merket valuation tosses. Afterfurtherdiscussion. upon molion duly made, seconded and

unanimously carried. ¡l was

RESOLVED, that this
Weþhted Average
lntemational GrouP, ln
each Senior Partner Unit.
Pèrformance Period is $2,717, crcdiled as setforth in Exttibit B

totheminutesofthismeetingandtheproPerofficesofthe
Corporationbe.andherebyare,aulhorizedtocommunicate
such amount to the participants in the Plan; and

RESOLVED. that the senior parûre¡s pbn åccounts of the

ParliciPants in the American I

Partnerg Plan be, and herebY
Average SPU Value forthe 200

. S2,?11 ¡er unit for each parlicipation unit held by such

padiciPants.

Messrs. Sullivan and Kaslow nex| pæsented Management's proposal that the

vesting pedods for certain cunent grants as uætl as allfuture granùs under the long Þtm

compensation Progrems be shortened. ln resporse to Mr. Langlummer's request for lhe

rationale for changing the vesting on already outslanding awards, Mr' Sullivan explained

the r€tention and recruilment issues that have resulted from the lack of value in

oulstanding option awards, and the expec{ation that earlþr vesting of the Deferrcd

compensation Profit Particþation Ptan would prcvide cash flow in 2009' After further

discussion, the Gommittee ageedto the vesting schedule recommended by Management

as setfort'h in ãhibit C to ltre minr¡tes of this meeting'
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The participants otherthãn Commillee members, outside directors and Ms- Hilbum

and Mr. Trevino þfi the meeting and the Committee met in executive sess'lon tb corsider

the compensation of the Chief Executiræ Officér and the status of his employment

agreement. wtrich was due to expiæ on March 13' 2008'

The Commi¡ee detemrined ttrat Mr. Sullimn's performance bonrc should ¡ellee't the

market valuation losses related to AIGFP's portfolio of super senior øedit default srap

transactions and the related materiat weakness and sþnificant deficiency- The C,ommittee.

discussed that, to the extent those losses are reversed into income in the future, the

Committee upuld take such reversals into account with respecl to Mr. Sullivan's

performance bonus for the æþvant year.. wÌtich could resull in a bonus above any

maximum that would othenrise be applicabþ'

corrffiut €EpIrno¡ñ¿toEnEntsJ¡rr$5,rsc sÉcs ltâòHl
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The Committee discussed the proposed extension of Mr. Sullivan's employment

agreemenl by one year. ln conneclion with the discussion, lhe Committee reviewed a final

draft of the exlension agreement and discussed proposed changes to bring aspects of Mr'

Sullivan's benefits into conformitywith the new Execulive Severance Plan. The Committee

also discussed mate¡als prepared by Ms. Hilburn that quantified potential benefils under

lhe exlension egreement in a variety of circumstances'

The Committee d¡scussed the status of the AIG shares set aside for Mr. Sullivan

underthe SICO plans through 2004 andthe fact thal the Committee would not be granting

at this time the special RSU award it had been previously considering because of the

decision lo extend Mr. sultivan's employment agreement for one year The committee

noted that it was its present intention to grant Mr. Sullivan an awa¡d of $10 million in RSUs

af the time his etended employment agreement expirês ín 2009 to reflect the terminalion

of the benefits of that contract.

Thereafler, upon motion duly made, secondei and unanimously carried, il was

RE t extending the term of
the hief Execulive Officerin

lhe e, and the same herebY

is. approved, ratified and confirmed.

4_!gg0 g.qq0?ssO
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Mr. Dooley then joined the executíve session for a discussion of Managenænl's

recommendations conoeming 2008 compensation anangèments for AIGFP employees to

address issues invohing the ongoing management of lhe AIGFP business and relention

conoems. Mr. Dooley left the meeting and lhe olher parlicipants rejoined the meet¡ng'
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Mr. Kaslow presented proposed Partners Plan perfotmance goals and defìnitions for

the 2008-09 performance period for approval' After discussion, upon motion duly made'

seconded and unanimousþ carried, it was

RESoLVED,thatthezoo8-ogPartnersPlanPerformance
Goals and the definitíons to be used in connection therewith as

setforthinExhibilItotheminulesofthismeetingbe,andthe
same hereby are, approved' ratified and confirmed'

Mr. Kaslow nexl requested that the Committee ratify the funding percentage of 0'85

percent for the 2006-08 performance period for the senior Partners Plan and confirm lhe

definitions to be used in the calcutations for such plan. After discussion, upon motion duly

made, seconded and unanimously carried' il was

RESoLVED,thatthe2ooe2oosseniorPartnersPlanFunding
Percentage be, and hereby is, established as 0'85 percenl and

the definiions of terms lo be used in the calculatlon of

AdjustedBookVa]ueassetforthinExhibilJtotheminutesof
lhismeetingbe.andthesameherebyare,approved'ratified
ãnd confirmed.

Mr. Kastow then reguested thatthe commitlee approve the larget Executive Bonus

Poolfor 2008, explaining in resPonse to inquiries thal the increase in pool size is due to

significanfly more employees being included in the poolthis year' He said thal' except for

that difference, the pool ís basically flat yearlo year, with limited increases in targel award

sizes. After discussion, the committee approved an Executive bonus Pool of $57'8 million

covering 281 executives.

;,li5OEMlÀ{ElPl r{C,U $SCtñrRt PLnqilrír tû 5'; S i .TCS 5ge(Ulrt
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Mr. Su¡ivan then presented bolh AiG',s and hb performance obiectives for 2008'

committee rnembets suggested thatthe ch¡e Executiì'e offcergoals shouE be somewñat

broader with ræpe¿:t to remedialion and succession ptanning, and requested a callwith Mr'

Sullivan to discuss fudher and approve hb goals'

IrffL{¡uræD!Rolf¡Scr$xErupsl[rlc5uS3 $6 lQö¡rr
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There being no further business to come before the meeting' upon molíon duly

made and seconded, the meeting was adjourned'
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