STATE OF NEW YORK

INSURANCE DEPARTMENT
25 BEAVER STREET
NEW YORK, NEW YORK 10004

____________________________________ X

In the Matter of
AMERICAN INTERNATIONAL GROUP, INC. STIPULATION
and its insurer subsidiaries authorized to No. 2005-0262-S
transact insurance business in the State of
New York,

Respondents.

.................................... X

WHEREAS, Respondent American International Group, Inc. is a Delaware
corporation with its principal place of business in New York, New York, and is a holding
company within the meaning of Article 15 of the New York Insurance Law (“Insurance
Law") which owns and/or controls the following insurers authorized to transact
insurance business in the State of New York: AIG Centennial Insurance Company, AIG
Indemnity Insurance Company, AlG National insurance Company, Inc., AlG Preferred
Insurance Company, AlG Premier Insurance Company, AlU Insurance Company,
American Home Assurance Company, American International Insurance Company,
Birmingham Fire Insurance Company of Pa., China America Insurance Company Ltd.,
Commerce and Industry Insurance Company, Granite State Insurance Company, The
Hartford Steam Boiler Inspection and Insurance Company, The Hartford Steam Boiler
Inspection and Insurance Company of Ct., lllinois National Insurance Company,
Insurance Company of the State of Pa., Landmark Insurance Company, National Union
Fire Insurance Company of Pittsburgh, Pa., New Hampshire Indemnity Company, Inc.,
New Hampshire Insurance Company, United Guaranty Credit Insurance Company,
United Guaranty Insurance Company, United Guaranty Mortgage Indemnity Company,
United Guaranty Mortgage Insurance Company of North Carolina, United Guaranty
Mortgage Insurance Company and United Guaranty Residential Insurance Company
(collectively referred to herein as “AlG” or “Respondents”);

WHEREAS, the Attorney General of the State of New York (the “Attorney
General”) and the Superintendent of Insurance of the State of New York (the
“Superintendent”) commenced a civil action in the Supreme Court of the State of New
York, County of New York, entitled The People of the State of New York, by Eliot
Spitzer, Attorney General of the State of New York, and Howard Mills, Superintendent
of Insurance of the State of New York v. American International Group, Inc., et al.,
against American International Group, Inc. and two of its former officers pursuant to
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Executive Law § 63 (12), the Martin Act (Gen. Bus. Law § 352-c), Insurance Law §§ 201
and 327 and the common law of the State of New York (the “Complaint”);

'WHEREAS, the Superintendent and the New York State Insurance
Department (“Department”) have conducted an examination of American International
Group, Inc. and certain of the Respondents pursuant to Sections 309 and 310 of the
Insurance Law (the “Superintendent’s Examination”) and the Attorney General has
conducted an investigation related to AlG’s practices in the marketing, sale, renewal,
placement or servicing of insurance for its policyholders and its accounting and public
reporting practices, including those relating to nontraditional and finite insurance (the
“Attorney General's Investigation”);

WHEREAS, the Attorney General and the Superintendent allege that AIG
unlawfully deceived its policyholders, regulators and other authorities and shareholders
by (a) participating in schemes to steer business; (b) participating in rigging of bids for
excess casualty insurance through Marsh & McLennan, Inc. or Marsh Inc, (collectively,
“Marsh”), (c) underreporting to state insurance departments, taxing authorities and other
entities the amount of workers compensation premium it collected; (d) providing false
and misleading information and responses to regulators, including misrepresentations
concerning certain reinsurance arrangements; and (e) using fraudulent insurance
transactions and “topside” accounting adjustments to bolster the quality, quantity and
stability of its earnings;

WHEREAS, Respondents have been and are continuing to cooperate with
the Superintendent’'s Examination and the Attorney General's Investigation;

WHEREAS, in the wake of the Complaint, the Attorney General's
Investigation and the Superintendent’s Examination, AlIG has adopted and under this
Stipulation (the “Stipulation”) will continue to implement a number of business reforms:

WHEREAS, the Attorney General and AlG have entered into an
agreement to resolve all issues related to AIG in the Complaint and the Attorney
General’s Investigation (with the exceptions of any conduct or activity relating to the
Variable Annuity Life Insurance Company and any other AIG subsidiary which sells
variable annuities, and any conduct or activity relating to the marketing, purchase, sale
or negotiation of life settlements, including AIG’s dealings with life settiement brokers,
agents, sellers and investors; notwithstanding the above, the agreement resolves the
allegations relating to the Coventry Life Settlement Trust contained in paragraphs 81-91
of the Complaint) (the “Attorney General's Agreement”);

WHEREAS, nothing herein shall be construed to apply to any business or
operations involving group and individual: (1) fixed and variable life insurance, (2) fixed
and variable, immediate and deferred annuities, (3) accidental death and
dismemberment insurance, (4) short and long term disability insurance, (5) long term
care insurance, (6) accident and health insurance, including vision and dental
insurance, (7) credit insurance, (8) involuntary unemployment insurance, (9) guaranteed
investment contracts, and (10) funding agreements (collectively “AlG’s Life Insurance
Operations”);
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WHEREAS, the Superintendent and AlG wish to enter into this Stipulation
to resolve all issues related to AlG in the Complaint and the Superintendent’s
Examination (with the exception of any pending or future examination of American
International Group, Inc. and its insurer subsidiaries);

WHEREAS, the Superintendent finds the relief and agreements contained
in this Stipulation appropriate and in the public interest, and is willing to accept this
Stipulation as a settlement of the Complaint and the Superintendent’s Examination (with
the exception noted above);

WHEREAS, AIG is entering into an agreement with the United States
Securities and Exchange Commission (“SEC”) to provide a fund to compensate
investors for alleged injuries related to AlG’s accounting and public reporting practices;

WHEREAS, this Stipulation is entered into solely for the purpose of
resolving the Complaint and the Superintendent’s Examination (with the exception
noted above) and is not intended to be used for any other purpose; NOW THEREFORE

IT IS HEREBY STIPULATED AND AGREED by and between the
Respondents and the Department, subject to the approval of the Superintendent, as
follows:

Workers Compensation

1. AIG shall pay a total of $343.5 million for alleged injury caused by
its underpayment of workers compensation premium taxes and all other related fees
and assessments including workers compensation residual market assessments for
and including tax years 1985 to 1996 but not including workers compensation
guaranty fund assessments and any monies owed relating to large deductible policies
and related taxes. The $343.5 million will be apportioned as detailed in paragraphs 2,
3 and 4, below. The State of New York shall not consider any portion of this amount
to be a fine or penalty.

2. On or before March 1, 2006, AlG shall pay $87,801 to the State of
New York by wire transfer for alleged injury caused by AIG's underpayment of workers
compensation premium taxes and all other related fees and assessments including
workers compensation residual market assessments and guaranty fund assessments
for and including tax years 1985 to 1996.

3. On or before March 1, 2006, AlG shall pay to each of the other
forty-nine states and the District of Columbia (“State,” or collectively “States”) the total
listed for that State on Schedule WC-A to the Stipulation and the Attorney General's
Agreement for alleged injury caused by AIG's underpayment of workers compensation
premium taxes and all other related fees and assessments for and including tax years
1985 to 1996 but not including workers compensation residual market assessments
and guaranty fund assessments. The total amount to be paid to the States pursuant
to this paragraph shall be $42,280,740.
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4. On or before March 1, 2006, AIG shall pay $301,216,234 into a
fund created by AIG for the settlement of claims with the States and workers
compensation residual market pools, including monopolistic or exclusive State funds,
competitive State funds, independent State assigned risk plans, the National Workers’
Compensation Reinsurance Pool administered by the National Council on
Compensation Insurance, Inc. (“NCCI"), State assigned risk plans administered by the
NCCI or another third-party administrator, or other workers compensation residual
market mechanisms in which one or more of the States participates, for alleged injury
caused by AlG’s underpayment of workers compensation residual market
assessments for and including tax years 1985 to 1996, and additional amounts arising
out of any claim for injury described in paragraph 1, but not set forth in paragraphs 2
and 3 of this Stipulation and the Attorney General's Agreement (the “Workers
Compensation Fund”). A calculation by State of such underpayments and the interest
thereon is attached as Schedule WC-B to this Stipulation and the Attorney General's
Agreement. In no event shall any of the money in the Workers Compensation Fund
be paid directly to an insurance company.

5. On or before March 1, 2006, AIG shall send a notice to the
Attorney General and Insurance Commissioner of each State (the “Workers
Compensation Notice”). The Workers Compensation Notice shall be accompanied by:
(a) payment owing, if any, pursuant to paragraph 3 above, (b) a copy of this
Stipulation and the Attorney General's Agreement, their Exhibits and Schedules
(including Schedules WC-A and WC-B); and (c) a cover letter stating that the Workers
Compensation Fund described in paragraph 4 above has been created for the
settlement of claims arising from AlG’s underpayment of workers compensation
residual market assessments for and including tax years 1985 to 1996 and setting
forth the amount apportioned to the noticed State on Schedule WC-B.

6. The form of the Workers Compensation Notice described in
paragraph 5 above shall be subject to the prior approval of the Attorney General and
the Superintendent.

7. The Workers Compensation Fund shall be held by AIG and
invested in a designated money market fund subject to the prior approval of the
Attorney General and the Superintendent.

8. Each State which receives a Workers Compensation Notice and
which elects to receive a distribution from the Workers Compensation Fund in the
amount apportioned to it on Schedule WC-B (a “Participating State,” or collectively the
“Participating States") shall tender a release in the form attached to this Stipulation
and the Attorney General's Agreement as Exhibit WC-1 (the “Release”) on or before
March 1, 2007.

9. For each Participating State that has tendered a Release
pursuant to the preceding paragraph, AlG shall pay the Participating State an amount
equal to the amount apportioned to the State on Schedule WC-B plus all investment or
interest income earned thereon, within ten business days of receiving the Release.
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10.  In the event that any State elects not to participate and does not
tender a Release as provided in paragraph 8 above, AIG may use the money
remaining in the Workers Compensation Fund as of but not before March 2, 2007 to
satisfy any claim for injury caused by AlG's underpayment of workers compensation
residual market assessments or workers compensation premium taxes or any other
related fees or assessments by a State, a monopolistic or exclusive State fund, a
competitive State fund, an independent State assigned risk plan, the National
Workers’ Compensation Reinsurance Pool administered by the NCClI, a State
assigned risk plan administered by the NCCI or other third-party administrator, or
other workers compensation residual market mechanism in which one or more of the
States participates. In no event shall any money in the Workers Compensation Fund
be used to settle other claims before all Participating States have been paid their full
distribution from the Fund pursuant to paragraph 9. In no event shali any of the
money in the Workers Compensation Fund be paid directly to an insurance company.

11. If any money remains in the Workers Compensation Fund as of
December 31, 2008, it shall be distributed on or before January 31, 2009 on a pro rata
basis to the Participating States pursuant to the Participating States’ apportioned
shares on Schedule WC-B.

12. The Superintendent shall not seek to impose on AIG any other
financial obligation or liability related to any injury caused by AIG’s underpayment of
workers compensation premium taxes and all other related fees and assessments
including residual market assessments for and including tax years 1985 to 1996, but
not including any monies owed relating to large deductible policies and related taxes.

13.  In no event shall any of the money in the Workers Compensation
Fund, or the investment or interest income earned thereon be used to pay or
considered in the calculation of attorneys fees.

14.  In no event shall any of the money in the Workers Compensation
Fund, or the investment or interest income earned thereon, be used to pay or
considered in the calculation of commissions, administrative or other fees to AIG.

15.  On or before March 20, 2007, AIG shall file an interim report with
the Attorney General and the Superintendent, certified by an officer of AIG, listing all
amounts paid from the Workers Compensation Fund to date.

16.  On or before March 1, 2009, AIG shall file a report with the
Attorney General and the Superintendent, certified by an officer of AIG, listing all
amounts paid from the Workers Compensation Fund including any amounts paid
pursuant to paragraph 11.

Bid Rigging — Excess Casualty Policyholders

17.  On or before March 1, 2006, AIG shall pay $375 Million into a
fund (the “Excess Casualty Fund") created and held by AIG to be paid to AlG's
policyholders who purchased or renewed AIG Excess Casualty policies (excluding
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Excess Workers Compensation policies) through Marsh during the period from
January 1, 2000 through September 30, 2004 (the “Eligible Policyholders”). Ali of the
money paid into the Excess Casualty Fund and any investment or interest income
earned thereon shall be paid to Eligible Policyholders. No portion of the Excess
Casualty Fund shall be considered a fine or a penalty.

18.  The Excess Casualty Fund shall be invested in a designated
money market fund subject to the prior approval of the Attorney General and the
Superintendent.

19.  AIG shall (a) by May 1, 2006 calculate the amount of money each
of the Eligible Policyholders paid for excess casualty insurance placed through Marsh
with inception or renewal dates during the period from January 1, 2000 through
September 30, 2004 (the “Eligible Policies”); (b) within ten days of completing these
calculations, file a report with the Attorney General and the Superintendent, certified
by an officer of AIG, setting forth: (i) each Eligible Policyholder's name and address:
(ii) the Eligible Policyholder’s Eligible Policy(ies) purchased or renewed and policy
number(s); (iii) the amount the Eligible Policyholder paid in premiums for each such
policy; and (iv) the amount each policyholder is eligible to receive which shall equal
each policyholder’s pro rata share of the Excess Casualty Fund as calculated by
multiplying the amount in the Excess Casualty Fund by the ratio of the policyholder’s
gross written premium for Eligible Policies for the period from January 1, 2000 through
September 30, 2004, divided by the total gross written premium for all Eligible
Policies; and (c) by May 22, 2006, send a notice to each Eligible Policyholder, setting
forth items (ii) through (iv), above, and stating that the amount paid may increase if
there is less than full participation by Eligible Policyholders in the Excess Casualty
Fund (the “Excess Notice”). The form of the Excess Notice shall be subject to the
prior approval of the Attorney General and Superintendent.

20. Eligible Policyholders who receive an Excess Notice and who
voluntarily elect to receive a cash distribution (the “Participating Policyholders”) shall
tender a release in the form attached to this Stipulation and the Attorney General's
Agreement on or before October 23, 20086.

21.  On or before November 30, 2006, AlG shall pay each
Participating Policyholder the amount that that Participating Policyholder is eligible to
receive from the Excess Casualty Fund as set forth in paragraph 19(b)(iv) above, and
any interest or investment income earned thereon.

22.  On or before December 27, 2006, AIG shall file an interim report
with the Attorney General and the Superintendent, certified by an officer of AlG, listing
all amounts paid from the Excess Casualty Fund.

23. Inthe event that any Eligible Policyholder elects not to participate
or otherwise does not respond to the Excess Notice (the “Non- Participating
Policyholders”), the amount that such policyholder was eligible to receive from the
Excess Casualty Fund as set forth in paragraph 19(b)(iv) may be used by AlIG to
satisfy any pending or other claims asserted by policyholders relating to the excess
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casualty bid rigging or excess casualty steering allegations set forth in the Attorney
General's Agreement, provided that in no event shall a distribution be made from the
Excess Casualty Fund to any other policyholder until all Participating Policyholders
have been paid the full aggregate amount set forth in paragraph 19(b)(iv) above, and
any interest or investment income earned thereon; nor shall the total payments from
the Excess Casualty Fund to any Non-Participating Policyholder exceed 80% of the
amount that Non-Participating Policyholder was originally eligible to receive as set
forth in paragraph 19(b)(iv).

24.  If any money remains in the Excess Casualty Fund as of October
1, 2007, any such funds shall be distributed by November 1, 2007 on a pro rata basis
to the Participating Policyholders.

25.  In no event shall any of the money in the Excess Casualty Fund
or the investment or interest income earned thereon be used to pay or considered in
the calculation of attorneys fees.

26.  In no event shall any of the money in the Excess Casualty Fund
or the investment or interest income earned thereon be used to pay or considered in
the calculation of commissions, administrative or other fees to AlG.

27.  On or before November 15, 2007, AIG shall file a report with the
Attorney General and the Superintendent, certified by an officer of AIG, listing all
amounts paid from the Excess Casualty Fund, including any payments subsequent to
the payments described in paragraph 22.

Fine

28.  On or before March 1, 2006, AIG shall pay $100 million as a fine,
by wire transfer to the State of New York.

Business Reforms

29.  This Stipulation is contingent upon AIG reaching agreement with
the SEC to resolve the SEC’s investigation of AIG's accounting and public reporting
practices. This Stipulation will not be binding and will not go into effect unless and
until AIG reaches such agreement with the SEC. In any event, if AIG does not reach
such agreement with the SEC by February 24, 2006, this Stipulation will be null and
void.

30.  Pursuant to the agreement with the SEC, American International
Group, Inc. will retain, pay for, and enter into an agreement with a consultant, not
unacceptable to the SEC in consultation with the Attorney General and
Superintendent, to conduct a comprehensive examination and review of the areas
specified below and to make recommendations to the Board of Directors of American
International Group, Inc., SEC, Attorney General and Superintendent (the
“Consultant”). The Consultant's compensation and expenses shall be borne
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exclusively by American International Group, Inc. The agreement shall provide that
the Consultant examine:

(a)  American International Group, Inc.’s internal controls over
financial reporting (the Consultant may, if appropriate, rely on American
International Group, Inc.’s independent accountant's attestation and report
on management’s assessment of the effectiveness of American
International Group, Inc.’s internal control structure and procedures
pursuant to Section 404 of the Sarbanes-Oxley Act);

(b)  The organization and reporting structure of American
International Group, Inc.’s internal audit department and American
International Group, Inc.’s disclosure committee (which is described in
Exhibit A to American International Group, Inc.’s Consent and
Undertakings to be entered with the SEC);

(c)  The policies, procedures and effectiveness of American
International Group, Inc.’s regulatory, compliance and legal functions,
including the operations of any committees established to review and
approve transactions or for the purpose of preventing the recording of
transactions or financial reporting results in a manner inconsistent with
Generally Accepted Accounting Principles (“GAAP”) and Statements of
Statutory Accounting Principles (“SSAP");

(d)  American International Group, Inc.’s records management
and retention policies and procedures;

(e)  The adequacy of whistleblower procedures designed to
allow employees and others to report confidentially matters that may have
bearing on the company’s financial reporting obligations;

® American International Group, Inc.’s training and education
program described below;

()  The reforms that American International Group, Inc. has
implemented, which are set forth in Exhibit A to American International
Group, Inc.’s Consent to be entered into with the SEC: and

(h)  The adequacy and effectiveness of the remediation plan
described below.

31.  The Consultant shall issue a report to the SEC, Attorney General,
Superintendent and American International Group, Inc.’s Board of Directors within
three months of appointment, provided, however, that the Consultant may seek to
extend the period of review for one or more additional three-month terms by
requesting such an extension from the SEC. The SEC shall have discretion, after
consultation with the Attorney General and Superintendent, to grant such extensions
as it deems reasonable and warranted.
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(@)  The Consultant's report shall set forth the Consultant's
recommendations regarding best practices in the areas specified in
paragraph 30 (a)-(h) above, including the Consultant's recommendations
for any changes in or improvements to American International Group,
Inc.’s policies and procedures that the Consultant reasonably deems
necessary to conform to the law and best practices, and a procedure for
implementing the recommended changes in or improvements to American
International Group, Inc.’s policies and procedures.

(b)  American International Group, Inc. shall adopt all
recommendations contained in the report of the Consultant referred to in
paragraph 31(a) above, provided, however, that within forty-five days of
receipt of the report, American International Group, Inc. shall in writing
advise the Consultant, the SEC, the Attorney General and the
Superintendent of any recommendations that it considers to be
unnecessary or inappropriate. With respect to any recommendation that
American International Group, Inc. considers unnecessary or
inappropriate, American International Group, Inc. need not adopt that
recommendation at that time but shall propose in writing an alternative
policy, procedure or system designed to achieve the same objective or
purpose.

(c)  As to any recommendation with respect to American
International Group, Inc.’s policies and procedures on which American
International Group, Inc. and the Consultant do not agree, such parties
shall attempt in good faith to reach an agreement within ninety days of the
issuance of the Consultant's report. In the event American International
Group, Inc. and the Consultant are unable to agree on an alternative
proposal acceptable to the SEC, after consultation with the Attorney
General and Superintendent, American International Group, Inc. will abide
by the determinations of the Consultant.

(d)  American International Group, Inc. shall retain the
Consultant for a period of three years from the date of appointment in
accordance with the provisions of paragraph 32 below. Once the
Consultant’s recommendations become final, the Consultant shall oversee
the implementation of such recommendations and provide a report to the
SEC, Attorney General and Superintendent and to American International
Group, Inc.’s Board of Directors every three months concerning the
progress of such implementation. If, at the conclusion of this three-year
period, less than all recommended reforms have been substantially
implemented for at least two successive quarters, the SEC may, in its
discretion, after consultation with the Attorney General and
Superintendent, direct American International Group, Inc. to extend the
Consultant’s term of appointment until such time as all recommended
reforms have been substantially implemented for at least two successive
quarters.
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32.  American International Group, Inc. will submit to the SEC a
proposal setting forth the identity, qualifications, and proposed terms of retention of
the Consultant. The SEC, within thirty days of such notice, will either (1) deem
American International Group, Inc.’s choice of Consultant and proposed terms of
retention acceptable or (2) require American International Group, Inc. to propose an
alternative Consultant and/or revised proposed terms of retention within fifteen days.
This process will continue, as necessary, until American International Group, Inc. has
selected a Consultant and retention terms that are not unacceptable to the SEC.
American International Group, Inc. shall enter into an agreement with the Consultant
that shall contain the following terms:

(@)  The Consultant shall provide the SEC, Attorney General,
Superintendent and American International Group, Inc.’s Board of
Directors with such documents or other information concerning the areas
identified in paragraph 30 above, as any of them may request during the
pendency or at the conclusion of the review.

(b)  The Consultant shall have reasonable access to all of the
books and records of American International Group, Inc. and its
subsidiaries and the ability to meet privately with personnel of American
International Group, Inc. and its subsidiaries. American International
Group, Inc. may not assert the attorney-client privilege, the protection of
the work-product doctrine, or any privilege as a ground for not providing
the Consultant with contemporaneous documents or other information
related to the matters that are the subject of the review. American
International Group, Inc. shall instruct and otherwise encourage its
officers, directors, and employees to cooperate fully with the review
conducted by the Consultant, and inform its officers, directors, and
employees that failure to cooperate with the review will be grounds for
dismissal, other disciplinary actions, or other appropriate actions.

()  The Consultant shall have the right, as reasonable and
necessary in his or her judgment, to retain, at American International
Group, Inc.’s expense, attorneys, accountants, and other persons or firms,
other than officers, directors, or employees of American International
Group, Inc., to assist in the discharge of his or her obligations under the
undertakings. American International Group, Inc. shall pay all reasonable
fees and expenses of any persons or firms retained by the Consultant. To
the extent the Consultant seeks to retain an accounting firm, he or she
shall choose an accounting firm in consultation with the SEC.

(d)  The Consultant shall make and keep notes of interviews
conducted, and keep a copy of documents gathered, in connection with
the performance of his or her responsibilities, and require all persons and
firms retained to assist the Consultant to do so as well.

(e)  The Consultant's relationship with American International
Group, Inc. shall not be treated as one between an attorney and client.
The Consultant will not assert the attorney-client privilege, the protection
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of the work-product doctrine, or any privilege as a ground for not providing
any information obtained in the review sought by the SEC, Attorney
General or Superintendent.

(f) If the Consultant determines that he or she has a conflict
with respect to one or more of the areas described in paragraph 30 or
otherwise, he or she shall delegate his or her responsibilities with respect
to that subject to a person who is chosen by the Consultant and who is not
unacceptable to the SEC.

(9) For the period of engagement and for a period of two years
from completion of the engagement, the Consultant shall not enter into
any employment, consulting, attorney-client, auditing or other professional
relationship with American International Group, Inc., or any of its present
or former subsidiaries or affiliates, directors, officers, employees, or
agents acting in their capacity as such; and shall require that any firm with
which the Consultant is affiliated or of which the Consultant is a member,
or any person engaged to assist the Consultant in performance of the
Consultant's duties, without prior written consent of the SEC, not enter into
any employment, consulting, attorney-client, auditing or other professional
relationship with American International Group, Inc., or any of its present
or former subsidiaries or affiliates, directors, officers, employees, or
agents acting in their capacity as such for the period of the engagement
and for a period of two years after the engagement. For the purposes of
this section, representation of a person or firm insured by American
International Group, Inc. shall not be deemed a professional relationship
with American International Group, Inc.

(h)  American International Group, Inc., including the Board of
Directors and committees of the Board of Directors of American
International Group, Inc., shall not assert, or permit its subsidiaries to
assert, the attorney-client privilege, the protection of the work-product
doctrine, or any privilege as a ground for not providing to the Consuitant
any documents, information, or testimony that American International
Group, Inc. provided to the SEC, Attorney General or Superintendent
which the Consultant has deemed necessary for his or her review.

(i) The Consultant shall treat and maintain information of
American International Group, Inc. and its subsidiaries as strictly
confidential and shall not disclose such information other than to the SEC,
Attorney General and Superintendent, and to the Consultant’s personnel,
agents or representatives who need to know such information for the
purpose of the review contemplated herein, or as otherwise required by
law.

1)) At the conclusion of the Consultant's engagement, subject to
the approval of the SEC, after consultation with the Attorney General and
the Superintendent, the Consultant shall return to American International
Group, Inc. all documents reflecting or referring to non-public business



In the Matter of American International Group, Inc., et al. Page 12

and financial information of American International Group, Inc. and its
subsidiaries.

33.  Additional Undertakings.

(@)  American International Group, Inc. will draft a remediation
plan consisting of (i) steps to address and correct the causes of the
material weaknesses in internal controls over financial reporting as
identified in the 2004 Form 10-K; (ii) a program to test the operational
effectiveness of new or enhanced controls: and (iii) completion of
management's testing of the relevant significant controls.

(b)  American International Group, Inc. agrees that it will
establish and maintain a training and education program, completion of
which will be required for (i) officers, executives, and employees of
American International Group, Inc. and its subsidiaries who are involved in
the oversight of accounting and financial reporting functions; (ii) all
employees in American International Group, Inc.’s legal division with
responsibility for or oversight of American International Group, Inc.’s
accounting, financial reporting or disclosure obligations; and (iii) other
senior officers and executives of American International Group, Inc. and
its subsidiaries, as proposed by American International Group, Inc. and
approved by the Consultant (collectively, the “Mandatory Participants”).

(c)  The structure and operation of the training and education
program shall be reviewed and approved by the Consultant. The training
and education program shall be designed to cover, at a minimum, the
following: (i) the obligations imposed on American International Group,
Inc. by federal and state securities law, including American International
Group, Inc.’s financial reporting and disclosure obligations; (i) the financial
reporting and disclosure obligations imposed on American International
Group, Inc. and its subsidiaries by New York state insurance law;

(iii) proper internal accounting controls and procedures; (iv) discovering
and recognizing accounting practices that do not conform to GAAP or
SSAP or that are otherwise improper; and (v) the obligations assumed by,
and responses expected of, the Mandatory Participants upon learning of
improper, illegal or potentially illegal acts relating to American International
Group, Inc.’s accounting and financial reporting. The Board of Directors
shall communicate to the Mandatory Participants, in writing or by video, its
endorsement of the training and education program.

34.  To the extent any of the provisions of the SEC agreement
described in paragraph 29 conflict with the provisions in paragraphs 30 through 33 of
this Stipulation, the provisions of the SEC agreement will replace such provisions in
paragraphs 30 through 33 of this Stipulation.

Reinsurance Reporting Obligations
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35.

For a period of five years beginning May 1, 2006, AIG will provide

annually by May 1 of each year to the Superintendent a report, in a format approved
by the Superintendent, that includes:

(a)

(b)

(c)

A review of ceded and assumed reinsurance of AIG's
property/casualty insurers required to file statutory financial
statements on the National Association of Insurance
Commissioners (“NAIC”) blanks (the “Property/Casualty Insurers™)
verifying that all contracts comply with SSAP 62 and 75 and the
new NAIC disclosure and attestation requirements including the
attestation that with respect to all reinsurance contracts for which
the reporting entity is taking credit on its current financial
statements, to the best of AIG’s knowledge and belief, after diligent
inquiry and uniess noted as an exception under the attestation
requirement:

(i) Consistent with SSAP 62, there are no separate written or
oral agreements between the reporting entity (or its affiliates
or companies it controls) and the assuming reinsurer that
would under any circumstances, reduce, limit, mitigate or
otherwise affect any actual or potential loss to the parties
under the reinsurance contract, other than inuring contracts
that are explicitly defined in the reinsurance contract except
as disclosed;

(i) For each such reinsurance contract entered into, renewed or
amended on or after January 1, 1994, for which risk transfer
is not reasonably considered to be self-evident,
documentation concerning the economic intent of the
transaction and the risk transfer analysis evidencing the
proper accounting treatment, as required by SSAP 62 and
75, is available for review:;

(i) The reporting entity complies with all the requirements set
forth in SSAP 62 and 75, and any supporting documentation
is available for review;

(iv)  The reporting entity has appropriate controls in place to
monitor the use of reinsurance and adhere to the provisions
of SSAP 62 and 75.

A list of all its affiliated insurers, categorized by domicile, whether
controlled through ownership or otherwise under the Insurance
Law. The list shall include the percentage of ownership or other
means by which AIG controls the affiliated insurer.

A list of its ownership of five percent or more of the voting shares of
any non-affiliated insurer entities.

A list of non-affiliated insurers to whom AIG's Property/Casualty
Insurers have ceded business during the preceding calendar year
either directly, or through retrocession agreements if known,
excluding those captive reinsurance entities that do not accept third
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party business, where the business ceded represents fifty percent
or more of the entire direct and assumed premium written by the
insurer, based upon such insurer's most recent publicly available
financial statements.

(e)  Alist disclosing any letter of credit for which an AIG insurer is the
beneficiary and AIG or an AIG subsidiary is directly or indirectly
guaranteeing or providing collateral for the letter of credit or
incurring the cost, except for parental letters of credit in accordance
with Department Regulation 20.

Such report shall be certified by the Chief Reinsurance Officer and the Chief Executive
Officer of American International Group, Inc. and a copy of such report shall be
submitted to the Audit Committee of AlG.

36.  The Chief Reinsurance Officer will maintain approved lists of
reinsurers. AIG will not cede insurance to any reinsurer not set forth on those lists.
Such lists will be available to the Superintendent upon examination. All approved
reinsurance relationships will be reviewed by the Chief Reinsurance Officer and such
review will include a written determination of whether the reinsurance entity is affiliated
or controlled (by ownership, by contract or otherwise) by AIG.

37.  AIG agrees not to enter into any arrangement, transaction or
relationship with a reinsurer that has characteristics similar to those of Coral Re, Union
Excess or Richmond.

Cooperation with Superintendent

38.  AIG will maintain and provide to the Superintendent, upon the
Superintendent’s request, complete underwriting files, including correspondence and
e-mails, and risk transfer analysis to the extent required by SSAP 62 relating to all
reinsurance ceded or assumed by AlG. AIG will authorize its independent auditors
and direct its internal auditors to make available to the Superintendent upon request
all workpapers of its auditors, including but not limited to all Schedules of Unadjusted
Differences.

39.  AIG will file all holding company transactions in a timely manner in
compliance with Article 15 of the New York Insurance Law and Department Regulation
52. The Superintendent and AIG will agree upon a filing methodology that will
recognize efficiencies in such compliance.

40.  The Chairs of the Audit Committee and the Regulatory,
Compliance and Legal Committee of the Board will meet with the Superintendent
and/or a designated official of the Department on an annual basis or more frequently
as deemed necessary by the Department. The Chair of the Regulatory Compliance
and Legal Committee will serve as the Department’s contact for all AIG examinations

and such meetings.

41.  AIG will cooperate fully on all examinations and on all other
regulatory requests and will respond to all Department inquiries in a prompt, timely
and complete manner. AIG will provide appropriate staff during examinations in order
to provide timely responses. Failure to respond to the Department in a timely manner
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will constitute violations of this Stipulation, the Attorney General's Agreement and the
Insurance Law. Any issues that relate to the timeliness of the responses shall be
reported to the Chief Financial Officer.

42.  AIG will provide the Superintendent with all copies of its
remediation plans and regular progress reports relating to its remediation plans to
address significant deficiencies in internal controls over financial reporting.

43.  AIG has taken appropriate remedial actions with respect to certain
employees in management and in the underwriting, accounting, auditing, actuarial and
financial reporting functions who were involved in the allegations of the Complaint and
has reviewed such actions with the Superintendent.

44.  AIG, the Board of Directors of AIG, and the Audit Committee will
review its relationship with AIG’s independent outside auditors on a yearly basis and
will conduct a Request For Proposal procedure for its independent auditors in
connection with its 2008 fiscal year. Such review shall be made available to the
Superintendent.

45.  AIG will review its holding company structure with the goal to
reducing and simplifying the structure. A report detailing this review and its
conclusions shall be provided to the Superintendent by June 1, 2006.

46.  AIG has agreed to restate its 2004 statutory financial statements
to properly account for the Union Excess and Richmond transactions identified in the
Complaint as well as additional transactions pursuant to its agreement with the
Superintendent and other state insurance regulators.

47.  AIG agrees to review all of its communications with state
insurance regulators to ensure full and complete disclosure.

Other Provisions

48.  AIG shall not seek or accept, directly or indirectly, indemnification
pursuant to any insurance policy, with regard to any or all of the amounts payable
pursuant to this Stipulation and the Attorney General's Agreement.

49.  None of the provisions of this Stipulation and the Settlement
Agreement shall apply to AIG’s Life Insurance Operations.

50.  None of the provisions of this Stipulation and the Settlement
Agreement shall apply to 21st Century Insurance Group or Transatlantic Holdings Inc.
AlG shall not enter into any transaction with either of these entities, or engage in any
conduct by virtue of its ownership interests therein for the purpose of circumventing
any provision of this Stipulation.

51.  The Attorney General will promptly file a Stipulation Discontinuing
Action with Prejudice, in the form attached as Exhibit 3 to the Attorney General's
Agreement, voluntarily dismissing the Complaint as to American International Group,
Inc. with prejudice.
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52.  The Superintendent agrees that any prior approval required under
the terms of this Stipulation shall not be unreasonably withheld.

53.  This Stipulation is not intended to disqualify AIG, or any current
employees of AlG, from engaging in any business in New York or in any other
jurisdiction. Nothing in this Stipulation shall relieve AIG's obligations imposed by any
applicable state insurance law or regulations or other applicable law.

54.  This Stipulation shall not confer any rights upon any persons or
entities besides the Superintendent, the Department and AIG.

55.  AIG shall maintain custody of, or make arrangements to have
maintained, all documents and records of AlG related to this matter for a period of not
less than six years.

56.  Respondents neither admit nor deny the allegations contained in
the Complaint or any of the allegations contained in the Attorney General’'s Agreement
or this Stipulation.

57.  This Stipulation shall in no way limit the statutory authority of the
Superintendent to take regulatory action to enforce this Stipulation, or to examine,
investigate and/or take regulatory action against Respondents or any current or former
licensee of the Department for any violations of the Insurance Law or Department
Regulations other than the specific matters resolved by this Stipulation and the
Attorney General's Agreement.

58.  The monetary obligations described in paragraphs 1-28 above in
this Stipulation are identical to the monetary payment obligations contained in the
Attorney General's Agreement and, as a result, AIG need only make one payment
with respect to each such obligation.

Dated: New York, NY
January /P, 2006

NEW YORK STATE INSURANCE DEPARTMENT

A i

4

Jon G. Rothblatt
Principal Attorney

By:
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AMERICAN INTERNATIZINAL GROUP, INC.

By:

Name: W stz n \. sultlvgan
Tite: Procidiutucd ClIE Eereive Ot r

STATE OF Néw Yot ( )

)ss.:
COUNTY OF gl )

On this\¥ay of January, 2006, before me personally came

Mg ding Sotlunn , 1o me known, who, being by me duly sworn, did depose and say

that he/shie is the Pr%(dm{—adc,rz_a. of American International Group, Inc., the

corporation described in and which executed the above instrument; and that he/she.
signed his/ver name thereto by order of the board of directors of said corporation.

ANDREW R. HOLLAND

State of Naw
Notany P HOB08 7226
in

corbi B s b Lo, fusrboalle. 4

Notary Public

THE FOREGOING STIPULATION IS HEREBY APPROVED.

Dated: New York, NY
January )£ , 2006

HOWARD MILLS
Superintendent of Insurance

By: d(Ld/\,U{ \Q(U/V\W
Audréy Samers
Deputy Superintendent & General Counsel




EXHIBIT WC-1
RELEASE

For good and valuable consideration, the receipt and sufficiency of which is hereby acknowledged,
[the undersigned] for [State], and on behalf of [Workers Compensation Residual Market Pool(s)] and administrators
thereof (“Releasors”), hereby releases and discharges American International Group, Inc. (“AIG™) and its subsidiaries,
agents, representatives, officers, predecessors and each of its present and former officers, directors, and employees, and
attorneys, except for those individuals named as defendants in THE PEOPLE OF THE STATE OF NEW YORK, by
ELIOT SPITZER, Attorney General of the State of New York, and HOWARD MILLS, Superintendent of Insurance of
the State of New York v. American International Group, Inc. et al., Index No. 05-401720 (“Releasees™) from and against
any claims, liabilities, actions, causes of action whether asserted or unasserted, suits, debts, dues, sums of money,
accounting, reckonings, bonds, bills, specialties, covenants, contracts, controversies, agreements, promises, damages,
judgments, penalties, claims and demands of any and every character, kind and nature whatsoever in law, admiralty, or
equity, whether known or unknown, pending or not pending, and whether or not concealed or hidden which against the
Releasees the Releasors ever had, now have, or hereafter can, shall, or may have with respect to:

(1) Alleged injury caused by AIG's underpayment of workers compensation premium
taxes and all other related fees and assessments including workers compensation
residual market assessments for and including tax years 1985 to 1996 but not
including workers compensation guaranty fund assessments and any monies owed
relating to large deductible policies and related taxes:

2) Any breach or violation of any provision of any agreement, including any
reinsurance agreement, entered into between AIG and [Workers Compensation
Residual Market Pool(s)] or the administrators thereof, relating to paragraph (1)
above; and

3) Any other claim relating to Releasee’s participation in [Workers Compensation
Residual Market Pool(s)] relating to paragraph (1) above.

[The undersigned] hereby represents and warrants that s/he has all requisite authority to execute this
Release on behalfof [State] and [W orkers Compensation Residual Market Pool(s)] and the administrators thereof, and
that [Workers Compensation Residual Market Pool(s)] shall be deemed to have given the release provided for herein
to the same extent as if it was a signatory to this agreement.

Dated:

RELEASOR:

By:

Print Name:

Title:




SCHEDULE WC-A

WORKERS COMPENSATION PREMIUM TAX

State Under (Over) payment Interest' State Total
Alabama ($962,800) $0 $0
Alaska ($17,595) $0 $0
Arizona $976,663 $1,603,986 $2,580,649
Arkansas $262,797 $457,323 $720,120
California $3,084,036 $4,784,811 $7,868,847
Colorado $430,211 $758,146 $1,188,357
Connecticut ($135,790) $0 $0
Delaware $63,223 $81,734 $144,957
District of Columbia ($17,971) $0 $0
Florida $1,722,927 $3,234,446 $4,957,373
Georgia $632,367 $1,271,093 $1,903,460
Hawaii $99,176 $272,458 $371,634
Idaho $13,911 $86,693 $100,604
Illinois ($394,200) $0 $o
Indiana (8399,366) $0 $0
Iowa $18,869 $31,767 $50,636
Kansas $143,304 $267,294 $410,598
Kentucky (85,386) $19,104° $13,718
Louisiana $357,044 $732,476 $1,089,520
Maine $42,823 $93,828 $136,651
Maryland $617,300 $1,162,300 $1,779,600
Massachusetts $283,678 $572,275 $855,953
Michigan $1,854,325 $3,425,159 $5,279,484
Minnesota $201,118 $401,773 $602,891
Mississippi $33,196 $61,917 $95,113
Missouri ($1,500) $21,635? $20,135
Montana $9,318 $18,741 §28,059




Nebraska 372,748 $115,655 $188,403
Nevada ($50,476) $0 $0
New Hampshire $65,374 $120,117 $185,491
New Jersey ($262,559) $0 $0
New Mexico (361,215) $0 $0
New York $20,219 $67,582 $87,801
North Carolina $119,537 $336,764 $456,301
North Dakota (85,541) 30 50
Ohio ($730,792) $0 $0
Oklahoma $379,230 $535,686 $914,916
Oregon $100,050 $261,851 $361,901
Pennsylvania $700,445 $1,113,168 $1,813,613
Rhode Island $1,013,556 $1,950,194 $2,963,750
South Carolina $47,750 $96,067 $143,817
South Dakota (3$63,019) $0 $0
Tennessee ($58,574) $0 $0
Texas §1,399,131 $2,135,832 $3,534,963
uUs (85,520,088) $0 $0
Utah $327,625 $628,903 $956,528
Vermont ) $188,176 $332,375 $520,551
Virginia ($877,159) $0 $0
Washington ($18,573) $0 $0
West Virginia $12,191 $14,335 $26,526
Wisconsin $5,334 $10,287 $15,621
Wyoming ($15,773) $0 $0
TOTAL: $42,368,541

! Interest applied at the average of the historical 30-Year Treasury Note, 10-Year Treasury Note
and Prime rates; interest begins 18 months after the first-year mid-point and was compounded.

? Overall, AIG overpaid premium taxes in this State for the relevant period. However, interest on
earlier underpayments is greater than the overpayment,




SCHEDULE WC-B

WORKERS COMPENSATION RESIDUAL MARKET ASSESSMENTS

State Under (Over) payment Interest' State Total
Alabama 84,001,141 $7,375,728 $11,376,869
Alaska $86,828 $136,648 $223,476
Arizona $387,245 $810,904 $1,198,149
Arkansas $70,642 $103,275 $173,917
California $427,511 $866,356 $1,293,867
Colorado $4,912 $21,703 $26,615
Connecticut $925,405 $1,833,038 $2,758,443
Delaware $112,621 $200,426 $313,047
District of Columbia $39,313 $79,683 $118,996
Florida $17,772,164 $35,067,156 $52,839,320
Georgia $1,641,480 $3,192,461 $4,833,941
Hawaii $126,836 $354,919 $481,755
Idaho $45,319 $99,698 $145,017
Illinois $632,228 $1,255,314 $1,887,542
Indiana $268,868 $508,904 $777,7172
lowa $136,591 $261,937 $398,528
Kansas $1,006,145 $1,883,683 $2,889,828
Kentucky $1,651,591 $3,050,282 $4,701,873
Louisiana $10,623,535 $23,210,037 $33,833,572
Maine $2,642,572 $5,829,104 $8,471,676
Maryland §175,903 $354,474 $530,377
Massachusetts $10,841,027 $22,749,474 $33,590,501
Michigan $824,755 $1,796,118 $2,620,873
Minnesota $228,707 $410,218 $638,925
Mississippi $577,545 $1,164,253 $1,741,798
Missouri $754,892 $1,463,353 $2,218,245
Montana $180 $614 $794




Nebraska $234,816 $420,273 $655,089
Nevada $29,332 366,812 $96,144
New Hampshire $600,781 $1,138,476 $1,739,257
New Jersey $4,201,737 $7,809,105 $12,010,842
New Mexico $295,156 $705,331 $1,000,487
New York (8225,250) $0 $0
North Carolina $1,502,567 82,687,353 $4,189,920
North Dakota $535 $1,013 $1,548
Ohio (866,801) $0 $0
Oklahoma $13,699 $24,008 $37,707
Oregon $98,575 $184,569 $283,144
Pennsylvania $532,452 $1,056,135 $1,588,587
Rhode Island $33,718,852 $63,992,772 $97,711,624
South Carolina $241,465 $485,009 $726,474
South Dakota $21,159 $48,000 $69,159
Tennessee 82,114,618 $3,589,079 $5,703,697
Texas ($393,790) $0 $0
Us $467,709 $656,462 $1,124,171
Utah $13,917 833,769 $47,686
Vermont $1,453,174 $2,599,420 $4,052,594
Virginia ($1,719,903) $0 $0
Washington $18,125 $45,429 363,554
West Virginia $9,991 $13,924 $23,915
Wisconsin ($4,095) $0 $0
Wyoming $1,564 $3,355 $4,919
TOTAL: $301,216,234

! Interest applied at the average of the historical 30-Year Treasury Note, 10-Year Treasury Note
and Prime rates; interest begins 18 months afier the first-year mid-point and was compounded.




EXHIBIT
RELEASE

This RELEASE (the “Release™) is executed this ___dayof __, 2006 by
RELEASOR (defined below) in favor of RELEASEE (defined below).

DEFINITIONS

“RELEASOR" refers to [fill in name _ | and any of its affiliates,
subsidiaries, associates, general or limited partners or partnerships, predecessors, successors, or
assigns, including, without limitation, any of their respective present or former officers,
directors, trustees, employees, agents, attorneys, representatives and shareholders, affiliates,
agsociates, gencral or limited partners or partnerships, heirs, executors, administrators,
predecessors, successors, assigns or insurers acting on behalf of RELEASOR.

“RELEASEE” refers to American International Group, Inc. and any of its
subsidiaries, associates, general or limited partners or partnerships, predecessors, successors, or
assigns, including, without limitation, any of their respective present or former officers,
directors, trustees, employees, agents, attorneys, representatives and shareholders, affiliates,
associates, general or limited partners or partnerships, heirs, executors, administrators,
predecessors, successors, assigns or insurers (collectively, “AIG™).

“AGREEMENT?" refers to a certain agreement between AIG and the Attorney
General of the State of New York (“NYAG”) dated January 18, 2006 and an accompanying
stipulation between AIG and the Superintendent of Insurance of the State of New York
(“NYSI”) dated January 18, 2006, relating to (i) an action commenced against AIG by the
NYAG and NYSI dated May 26, 2008, captioned The People of the State of New York v.
American International Group, Inc., Maurice R. Greenberg and Howard 1. Smith, Index No.
401720/2005, and an investigation by the NYAG and NYSI relating to same (the
“COMPLAINT?"), (ii) an investigation by the NYAG and NYSI related to AIG's alleged use of
contingent commission agreements or placement service agreements to steer business; and (iii)
an investigation by the NYAG and NYSI related to AIG’s alleged participation in bid rigging
schemes.

RELEASE

i. In consideration for the total payment of §_____ in
accordance with the terms of the AGREEM ENT, RELEASOR does hereby fully release, waive
and forever discharge RELEASEE from any and all claims, demands, debts, rights, causes of
action or liabilities whatsoever, including known and unknown claims, now existing or hereafter
arising, in law, equity or otherwise, whether under state, federal or foreign statutory or common
law, and whether possessed or asserted directly, indirectly, derivatively, representatively or in



any other capacity (collectively, “claims”), to the extent any such claims are based upon, arise
out of or relate to, in whole or in part, (i) any of the allegations, acts, omissions, transactions,
events, types of conduct or matters that are the subject of the COMPLAINT, described in the
AGREEMENT, or were subject to investigation by NYAG and NYSI as referenced in the
AGREEMENT;(ii) any allegations, acts, omissions, transactions, events, types of conduct or
matters that are the subject of In re Insurance Brokerage Antitrust Litigation, MDL No. 1663, or
the actions pending in the United States District Court for the District of New Jersey captioned

In re: Insurance Brokerage Antitrust Litigation, Civ. No. 04-5184 (FSH), and In re Employee
Benefit Insurance Brokerage Antitrust Litigation, Civ. No. 05-1079 (FSH) or any related actions

filed or transferred to the United States District Court for the District of New Jersey that are
consolidated into either of the preceding Civil Action dockets; or (iii) any allegations of bid-
rigging or of the use of contingent commission agreements or placement service agreements to
steer business; provided, however, that RELEASOR does not hereby release, waive, or
discharge RELEASEE from any claims that are based upon, arise out of or relate to (a) the
purchase or sale of AIG securities; and (b) AIG’s Life Insurance Operations (as defined by the
Agreement to which this Release is an exhibit).

2. In the event that the total payment referred to in paragraph 1 is not
made for any reason, then this RELEASE shall be deemed null and void, provided that any
payments received by RELEASOR shall be credited to AIG in connection with any claims that
RELEASOR may assert against AIG, or that are asserted on behalf of RELEASOR or by a class
of which RELEASOR is a member, against AIG.

3. This RELEASE may not be changed orally and shall be governed by
and interpreted in accordance with the internal laws of the State of New York, without giving
effect to choice of law principles, except to the extent that federal law requires that federal law
governs. Any disputes arising out of or related to this RELEASE shall be subject to the
exclusive jurisdiction of the Supreme Court of the State of New York or, to the extent federal
Jurisdiction exists, the United States District Court for the Southern District of New York.

4, Releasor represents and warrants that the claims have not been sold,

assigned or hypothecated in whole or in part.
Dated:__

RELEASOR:__ _

By:__

Print Name:

Title:



