【表紙】
【提出書類】

外国会社報告書

【提出先】

関東財務局長

【提出日】

平成27年４月30日

【事業年度】

自 2014年１月１日

【会社名】

アメリカン・インターナショナル・グループ・インク

至 2014年12月31日

(American International Group, Inc.)
【代表者の役職氏名】

プレジデント兼最高経営責任者
(President and Chief Executive Officer)
ピーター・D・ハンコック
(Peter D. Hancock)

【本店の所在の場所】

アメリカ合衆国 ニューヨーク州 10038 ニューヨーク、
ウォーター・ストリート 175
(175 Water Street, New York, New York 10038, U.S.A.)

【代理人の氏名又は名称】

弁護士

北

澤

正

明

【代理人の住所又は所在地】

東京都港区元赤坂一丁目２番７号

赤坂Ｋタワー

アンダーソン・毛利・友常法律事務所

【事務連絡者氏名】

【連絡場所】

弁護士

吉

澤

同

川

添

同

堀

優
文

彬

亜由美

東京都港区元赤坂一丁目２番７号

赤坂Ｋタワー

アンダーソン・毛利・友常法律事務所

【電話番号】

(03)6888－1000

【縦覧に供する場所】

株式会社東京証券取引所
(東京都中央区日本橋兜町２番１号)

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
______________________________

FORM 10-K
ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
For the fiscal year ended December 31, 2014
Commission file number 1-8787

American International Group, Inc.
(Exact name of registrant as specified in its charter)

Delaware
(State or other jurisdiction of
incorporation or organization)

13-2592361
(I.R.S. Employer
Identification No.)
10038
(Zip Code)

175 Water Street, New York, New York
(Address of principal executive offices)

Registrant’s telephone number, including area code (212) 770-7000
______________________________

Securities registered pursuant to Section 12(b) of the Act: See Exhibit 99.02
Securities registered pursuant to Section 12(g) of the Act: None
______________________________

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act. Yes  No 
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes  No 
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been
subject to such filing requirements for the past 90 days. Yes 
No 
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months
(or for such shorter period that the registrant was required to submit and post such files). Yes  No 
Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§229.405 of this chapter) is not contained
herein, and will not be contained, to the best of registrant’s knowledge, in definitive proxy or information statements incorporated by reference
in Part III of this Form 10-K or any amendment to this Form 10-K.

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting company” in Rule 12b-2 of the Exchange
Act.
Large accelerated filer 

Accelerated filer 

Non-accelerated filer 

Smaller reporting company 

(Do not check if a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes 

No 

The aggregate market value of the voting and nonvoting common equity held by nonaffiliates of the registrant (based on the closing price of
the registrant’s most recently completed second fiscal quarter) was approximately $77,972,000,000.
As of February 12, 2015, there were outstanding 1,372,435,893 shares of Common Stock, $2.50 par value per share, of the registrant.
DOCUMENTS INCORPORATED BY REFERENCE
Document of the Registrant
Portions of the registrant’s definitive proxy statement for the 2015
Annual Meeting of Shareholders

Form 10-K Reference Locations
Part II, Item 5 and Part III, Items 10, 11, 12, 13 and 14

AMERICAN INTERNATIONAL GROUP, INC.
ANNUAL REPORT ON FORM 10-K FOR THE YEAR ENDED DECEMBER 31, 2014
TABLE OF CONTENTS
FORM 10-K
Item Number

PART I
Item 1.

Item 1A.
Item 1B.
Item 2.
Item 3.
Item 4.
PART II
Item 5.
Item 6.
Item 7.

Item 7A.
Item 8.
Item 9.
Item 9A.
Item 9B.
PART III
Item 10.
Item 11.
Item 12.

Descrip tion

Business
• AIG’s Global Insurance Operations
• Commercial Insurance
• Consumer Insurance
• Corporate and Other
• Our Employees
• A Review of Liability for Unpaid Losses and Loss Adjustment Expenses
• Reinsurance Activities
• Regulation
• Available Information about AIG
Risk Factors
Unresolved Staff Comments
Properties
Legal Proceedings
Mine Safety Disclosures
Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases
of Equity Securities
Selected Financial Data
Management’s Discussion and Analysis of Financial Condition and Results of Operations
• Cautionary Statement Regarding Forward-Looking Information
• Use of Non-GAAP Measures
• Executive Overview
• Results of Operations
• Investments
• Insurance Reserves
• Liquidity and Capital Resources
• Enterprise Risk Management
• Critical Accounting Estimates
• Glossary
• Acronyms
Quantitative and Qualitative Disclosures about Market Risk
Financial Statements and Supplementary Data
Index to Financial Statements and Schedules
Changes in and Disagreements with Accountants on Accounting and Financial Disclosure
Controls and Procedures
Other Information

Page

3
4
10
14
17
18
19
21
22
30
31
42
43
44
44

45
49
52
52
54
56
69
106
122
143
159
176
204
207
208
209
209
330
330
331

Item 13.
Item 14.

Directors, Executive Officers and Corporate Governance
Executive Compensation
Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
Matters
Certain Relationships and Related Transactions, and Director Independence
Principal Accounting Fees and Services

332
332
332

PART IV
Item 15.

Exhibits, Financial Statement Schedules

332

SIGNATURES

332
332

333

PART I
ITEM 1 / BUSINESS
American International Group, Inc. (AIG) is a leading global insurance organization.
Founded in 1919, today we provide a wide range of property casualty insurance, life insurance, retirement products,
mortgage insurance and other financial services to customers in more than 100 countries and jurisdictions. Our
diverse offerings include products and services that help businesses and individuals protect their assets, manage
risks and provide for retirement security. AIG common stock is listed on the New York Stock Exchange and the
Tokyo Stock Exchange.

AIG’s key strengths include:
World class insurance franchises that are leaders in their categories and
are continuing to improve their operating performance;
A diverse mix of businesses with a presence in most international
markets;
Effective capital management of the largest shareholders’ equity of any
insurance company in the world*, supported by enhanced risk
management;
Execution of strategic objectives, such as our focus on growth of higher
value lines of business to increase profitability and grow assets under
management;
Breadth of customers, serving over 89 percent of companies included in
the Fortune Global 500; and
Improved profitability, as demonstrated by growth in 2014 over 2013 of
pre-tax operating income in our core insurance operations.
* At June 30, 2014, the latest date for which information was available for certain foreign insurance companies.
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In this Annual Report on Form 10-K, unless otherwise mentioned or unless the context indicates otherwise,
we use the terms “AIG,” the “Company,” “we,” “us” and “our” to refer to American International Group, Inc., a
Delaware corporation, and its consolidated subsidiaries. We use the term “AIG Parent” to refer solely to
American International Group, Inc., and not to any of its consolidated subsidiaries.

AIG’s Global Insurance Operations
BUSINESS MANAGEMENT
On September 1, 2014, in accordance with AIG’s previously disclosed succession plan, Peter D. Hancock assumed the role of
President and Chief Executive Officer of AIG and joined AIG’s Board of Directors. He succeeded Robert H. Benmosche, who
retired and currently serves as an advisor to AIG.
With this transition, Mr. Hancock has announced a new leadership team and structure aimed at integrating the Company and
positioning us to deliver the full capabilities of AIG to our approximately 90 million clients around the world as One AIG. We
believe that by striving to provide the greatest value to our customers, we can deliver improved operating and financial
performance and sustainable, profitable growth. Our strategy is focused on enhancing the value and competitive position of
our insurance businesses and investing our capital where we can achieve attractive risk-adjusted returns, while maintaining
strong levels of liquidity and capital.
In the fourth quarter of 2014, we modified the presentation of our results to reflect our new operating structure. The new
operating structure includes two reportable segments, Commercial Insurance and Consumer Insurance, and a Corporate and
Other category. Commercial Insurance has three operating segments: Property Casualty, Mortgage Guaranty and Institutional
Markets. Consumer Insurance also has three operating segments: Retirement, Life and Personal Insurance. The Corporate
and Other category consists of businesses and items not allocated to our reportable segments. Prior to the fourth quarter of
2014, AIG reported its results through two reportable segments – AIG Property Casualty and AIG Life and Retirement.
Certain of our management activities, such as investment management, enterprise risk management, liquidity management
and capital management, and our balance sheet reporting, are conducted on a legal entity basis. We group our insurancerelated legal entities into two categories: Non-Life Insurance Companies and Life Insurance Companies.
Non-Life Insurance Companies include the following major property casualty and mortgage guaranty companies: National
Union Fire Insurance Company of Pittsburgh, Pa.(National Union); American Home Assurance Company (American Home);
Lexington Insurance Company (Lexington); Fuji Fire and Marine Insurance Company Limited (Fuji Fire); American Home
Assurance Company, Ltd. (American Home Japan); AIG Asia Pacific Insurance, Pte, Ltd.; AIG Europe Limited and United
Guaranty Residential Insurance Company (UGRIC).
Life Insurance Companies include the following major operating companies: American General Life Insurance Company
(American General Life); The Variable Annuity Life Insurance Company (VALIC); The United States Life Insurance Company in
the City of New York (U.S. Life) and AIG Fuji Life Insurance Company Limited (Fuji Life).
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2013 and 2014 Key Accomplishments
AREA OF FOCUS
CORE
BUSINESS
DEVELOPMENTS

ACTION

RESULT
(a)

$10.0 bn in 2014
$9.5 bn in 2013



Improved insurance pre-tax operating income



Grew net premiums written, excluding the
effect of foreign exchange
• Property Casualty
• Personal Insurance

1.0 percent in 2014
2.0 percent in 2014



Grew premiums and deposits

10.3 percent in 2014



Improvements in base spread rates:
• Fixed Annuities product line base spread
•

Group Retirement product line base
spread

2.29 percent in 2014
2.27 percent in 2013
2.00 percent in 2014
1.97 percent in 2013



Decline in newly reported delinquencies for
Mortgage Guaranty

47,000 at end of 2014
56,000 at end of 2013



Acquired Ageas Protect Limited from Ageas
Group

$308 mn in 2014



Participation in PICC Property & Casualty
Company Limited (PICC P&C) rights offering

$119 mn in 2014
$93 mn in 2013



Utilization of life capital loss carryforwards

98 percent cumulative
utilization

NON-CORE ASSET
DIVESTITURES



Completed sale of International Lease Finance
Corporation (ILFC) to AerCap Ireland Limited,
a wholly-owned subsidiary of AerCap Holdings
N.V. (AerCap)

$7.6 bn in 2014

STRENGTHEN
LIQUIDITY AND
CAPITAL



Dividends and loan repayments in the form of
cash and fixed maturity securities from
insurance subsidiaries

$9.4 bn in 2014
$8.7 bn in 2013



Growth in book value per share excluding
(a)
AOCI

$69.98 in 2014
$64.28 in 2013



Decrease in debt outstanding

$31.2 bn at end of 2014
$41.7 bn at end of 2013



AIG Common Stock repurchases

$4.9 bn in 2014
$597 mn in 2013



Cash dividends to shareholders

$712 mn in 2014
$294 mn in 2013

ACTIVE CAPITAL
MANAGEMENT

FOCUSED
PORTFOLIO
OF
BUSINESSES

(b)

INCREASED
FINANCIAL
FLEXIBILITY

(a) Consists of Commercial Insurance and Consumer Insurance pre-tax operating income. Pre-tax operating income and book value per share excluding AOCI
are non-GAAP measures. See “Use of Non-GAAP Measures” for additional information.
(b) Total consideration of approximately $7.6 billion, includes net cash proceeds of $2.4 billion and 97.6 million newly issued AerCap common shares. Based in
part on AerCap's closing price per share of $47.01 on May 13, 2014, the date the sale of ILFC to AerCap was completed.
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HOW WE GENERATE REVENUES AND PROFITABILITY
We earn revenues primarily from insurance premiums, policy fees from universal life insurance and investment products, and
income from investments and advisory fees.
Our operating expenses consist of policyholder benefits and losses incurred, interest credited to policyholders, commissions
and other costs of selling and servicing our products, and general business expenses.
Our profitability is dependent on our ability to properly price and manage risk on insurance and annuity products, to manage
our portfolio of investments effectively, and to control costs through expense discipline.

INVESTMENT ACTIVITIES OF OUR INSURANCE OPERATIONS
Our Non Life Insurance Companies and Life Insurance Companies generally receive
premiums and deposits well in advance of paying covered claims or benefits. In the
intervening periods, we invest these premiums and deposits to generate net
investment income that, along with the invested funds, is available to pay claims or
benefits. As a result, we generate significant revenues from insurance investment
activities.

We generate significant
revenues in our insurance
operations from investment
activities.

Our worldwide insurance investment policy places primary emphasis on investments
in corporate bonds, municipal bonds and government bonds in all of our portfolios,
and, to a lesser extent, investments in high yield bonds, common stock, real estate,
hedge funds and other alternative investments.
The majority of assets backing our insurance liabilities consist of intermediate and long duration fixed maturity securities.
Non-Life Insurance Companies — Fixed maturity securities held by the insurance companies included in the Non-Life
Insurance Companies’ domestic operations have historically consisted primarily of corporate bonds, municipal bonds and
government bonds. These investments provided attractive returns and limited credit risk. To meet our domestic operations’
current risk return and business objectives, our domestic Non-Life Insurance Companies have been shifting investment
allocations to a broader array of investments, including structured securities, mortgage loans, equity related opportunities and
other investments that offer attractive risk-adjusted returns. Our fixed maturity securities must meet our liquidity, duration and
quality objectives as well as current capital, risk return and business objectives. Fixed maturity securities held by the Non-Life
Insurance Companies’ international operations consist primarily of intermediate duration high-grade securities, primarily in the
markets being served. In addition, the Non-Life Insurance Companies have redeployed cash in excess of operating needs into
investments consistent with the asset classes described above.
Life Insurance Companies — The investment strategy for the portfolios of the Life Insurance Companies is largely to match
the duration of our liabilities with assets of comparable duration, to the extent practicable. The Life Insurance Companies
primarily invest in a diversified portfolio of fixed maturity securities, which include corporate bonds and structured securities. To
further diversify the portfolio, investments are made in alternative investments, including private equity funds, hedge funds and
affordable housing partnerships. Although these alternative investments are subject to periodic earnings fluctuations, they have
achieved total returns in excess of the Life Insurance Companies’ fixed maturity security returns for each of the three years in
the period ended December 31, 2014.
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Commercial Insurance

Consumer Insurance

Commercial Insurance is a leading provider of
insurance products and services for commercial and
institutional customers. It includes one of the world’s
most far-reaching property casualty networks, a
leading mortgage guaranty insurer and an
institutional retirement and savings business.
Commercial Insurance offers a broad range of
products to customers through a diversified,
multichannel distribution network. Customers value
Commercial Insurance’s strong capital position,
extensive risk management and claims experience,
and its ability to be a market leader in critical lines of
insurance business.

Consumer Insurance is a unique franchise that brings together
a broad portfolio of retirement, life insurance and property
casualty products offered through multiple distribution networks.
It holds long-standing, leading market positions in many of its
U.S. product lines, and its global footprint provides the
opportunity to pursue international growth opportunities
selectively in countries with attractive markets. With its strong
capital position, customer-focused service, innovative product
development capabilities and strong distribution relationships
across multiple channels, Consumer Insurance is well positioned
to provide clients with the products they need delivered through
the channels they prefer.

Corporate and Other
Corporate and Other includes Direct Investment book, Global Capital Markets, and AIG Parent and Other as well as certain
run-off insurance businesses.
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Global Footprint
Our Non-Life Insurance Companies net premiums written (NPW) of $34.5 billion in 2014 reflected our expansive global
footprint. Based on NPW in 2013, we are the largest commercial insurer in the U.S., the largest U.S. based property
casualty insurer in Europe, and the largest foreign property casualty insurer in China. In addition, AIG was first to market
in many emerging markets and is well positioned to enhance its businesses in countries such as Brazil, China through
strategic relationships with People’s Insurance Company (Group) of China Limited (PICC Group), and India with the Tata
Group.
Our Life Insurance Companies premiums and deposits (P&D) of $32.6 billion in 2014 demonstrate a substantial presence
in the U.S. and a meaningful share of the Japan market. P&D is a non-GAAP financial measure that includes direct and
assumed amounts received on traditional life insurance policies, group benefit policies and deposits on life-contingent
payout annuities, as well as deposits received on universal life, investment-type annuity contracts and mutual funds. See
Item 7. MD&A — Results of Operations for Institutional Markets, Retirement and Life for a reconciliation of P&D to
premiums.

EMEA
Europe
Middle East
Africa

$7.3 bn NPW (21%)

Americas
U.S., Canada
Latin America and the Caribbean

$18.6 bn NPW (54%)
$31.7 bn P&D (97%)

Asia Pacific
Japan
Other Asia Pacific nations

$8.6 bn NPW (25%)
$904 mn P&D (3%)

We have a significant international presence in both developed markets and growth economy nations, specifically in Asia
Pacific, Central Europe, the Middle East, Africa and Latin America. We distribute our products through three major geographic
regions:
• Americas: Includes the United States, Canada, Latin America, the Caribbean and Bermuda.
• Asia Pacific: Includes Japan, China, Korea, Singapore, Malaysia, Thailand, Australia, Indonesia and other Asia Pacific
nations.
• EMEA (Europe, Middle East and Africa): Includes the United Kingdom, Continental Europe, the Russian Federation,
India, the Middle East and Africa.
In 2014, 6.3 percent of our property casualty direct premiums were written in the state of California and 15.7 percent and 7.5
percent were written in Japan and the United Kingdom, respectively. No other state or foreign jurisdiction accounted for more
than five percent of such premiums.
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Diversified Mix of Businesses*
(dollars in millions)

* Represents revenues from insurance operations. Revenues for Property Casualty, Mortgage Guaranty, and Personal Insurance include net premiums earned
and net investment income. Revenues for Institutional Markets, Retirement and Life include premiums, policy fees, net investment income and advisory fees.
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Commercial Insurance

Business Strategy
Customer: Strive to be our customers’ most valued insurer by offering
innovative products, superior service and access to an extensive global
network.
Strategic Growth: Grow our higher-value businesses while investing in
transformative opportunities.
Underwriting Excellence: Improve our business portfolio through better
pricing and risk selection by using enhanced data, analytics and the
application of science to deliver superior risk-adjusted returns.
Claims Excellence: Improve claims processes, analytics and tools to
deliver superior customer service and decrease our loss ratio.
Operational Effectiveness: Continue initiatives to modernize our
technology and infrastructure; implement best practices to improve speed
and quality of service.
Capital Efficiency: Increase capital fungibility and diversification,
streamline our legal entity structure, optimize reinsurance and improve tax
efficiency.
Investment Strategy: Increase asset diversification and take advantage of
yield-enhancement opportunities to meet our capital, liquidity, risk and
return objectives.
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Commercial Insurance Operating Segments
Commercial Insurance’s operating segments consist of Property Casualty, Mortgage Guaranty and Institutional Markets.

Property Casualty Product Lines
Casualty: Products include general liability, commercial automobile liability, workers’ compensation, excess casualty and
crisis management insurance products. Casualty also includes risk management and other customized structured
programs for large corporate and multinational customers.
Property: Products include commercial, industrial and energy-related property insurance products and services that cover
exposures to man-made and natural disasters, including business interruption.
Specialty: Products include aerospace, environmental, political risk, trade credit, surety and marine insurance products,
and various small and medium sized enterprises insurance lines.
Financial: Products include professional liability insurance for a range of businesses and risks, including directors and
officers liability (D&O), fidelity, employment practices, fiduciary liability, cybersecurity risk, kidnap and ransom, and errors
and omissions insurance (E&O).

Mortgage Guaranty Product Lines
Mortgage Guaranty: Mortgage insurance (MI) protects mortgage investors against the increased risk of borrower default
related to high loan-to-value (LTV) mortgages.

Institutional Markets Product Lines
Institutional Markets: Products primarily include stable value wrap products, structured settlement and terminal funding
annuities, high net worth products, corporate- and bank-owned life insurance and GICs.

A Look at Commercial Insurance
Property Casualty conducts its business primarily through our Non-Life Insurance Companies, which include National Union;
American Home; Lexington; Fuji Fire; American Home Japan; AIG Asia Pacific Insurance, Pte, Ltd. and AIG Europe Limited.
Mortgage Guaranty conducts its business primarily through UGRIC.
Institutional Markets conducts its business primarily through our Life Insurance Companies, which include American General
Life, VALIC and U.S. Life.
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Commercial Insurance Distribution Network
Property Casualty
Property Casualty products are primarily distributed through a network of independent retail and wholesale brokers, and
through an independent agency network.

Mortgage Guaranty
Mortgage Guaranty products and services are distributed to a comprehensive range of mortgage originators including
national mortgage, community and money center banks, as well as through builder-owned, regional mortgage and internetsourced lender and credit unions.

Institutional Markets
Institutional Markets products are primarily distributed through specialized marketing and consulting firms and structured
settlement brokers.

Commercial Insurance Competition
Operating in a highly competitive industry, Property Casualty competes against several hundred stock companies, specialty
insurance organizations, mutual companies and other underwriting organizations in the U.S. In international markets, Property
Casualty competes for business with the foreign insurance operations of large global insurance groups and local companies in
specific market areas and product types. Mortgage Guaranty competes with several private providers of mortgage insurance,
both well-established and new entrants to the industry, and the Federal Housing Administration, which is the largest provider of
mortgage insurance in the United States. Institutional Markets competes with large domestic (both stock and mutual) life
companies, as well as international life companies.
Insurance companies compete through a combination of risk acceptance criteria, product pricing, service and terms and
conditions. Commercial Insurance distinguishes itself in the insurance industry primarily based on its well-established brand,
global franchise, financial and capital strength, innovative products, expertise in providing specialized coverages and customer
service.
We serve our business and individual customers on a global basis — from the largest multinational corporations to local
businesses and individuals. Our clients benefit from our substantial underwriting expertise and long-term commitment to the
markets we serve.
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Commercial Insurance Competitive Strengths and Challenges

Our competitive strengths include:
Financial strength and market leadership – a well capitalized, strong balance sheet highly valued by customers that
allows us to be a market leader in certain lines of business
Underwriting and claims expertise – a recognized, talented and deeply experienced team
Global franchise – one of the largest operating footprints in the industry and deep history in developed and emerging
markets
Scale – size and scope of business facilitates risk diversification to optimize returns on capital
Diversification – breadth of customers served, products underwritten and distribution channels
Innovation – a culture of innovation driven by risk management expertise and a focus on customer needs
Service – a culture of striving to be our customers’ most valued insurer
Information and science capabilities – knowledge and information to improve a customer’s experience
Our challenges include:
Over capacity in certain lines of business can lead to downward pressure on market pricing
Tort environment volatility in certain jurisdictions and lines of business
Regulatory requirements increasing in volume and complexity due to heightened regulatory scrutiny and supervision of the
insurance and financial services industries in recent years
Volatility in the U.S. housing and mortgage markets and from natural and man-made catastrophes
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Consumer Insurance

Business Strategy
Customer: Strive to be our customers’ most valued insurer. Through our
unique franchise, which brings together a broad portfolio of retirement, life
insurance and personal insurance products offered through multiple
distribution networks, Consumer Insurance aims to provide customers with
the products they need, delivered through the channels they prefer.
Information-Driven Strategy: Utilize customer insight, analytics and the
application of science to optimize customer acquisition, product profitability,
product mix, channel performance and risk management capabilities.
Focused Growth: Invest in areas where Consumer Insurance can grow
profitably and sustainably. Target growth in select markets according to
market size, growth potential, market maturity and customer
demographics.
Operational Effectiveness: Simplify processes, enhance operating
environments, and leverage the best platforms and tools for multiple
operating segments to increase competitiveness, improve service and
product capabilities and facilitate delivery of our target customer
experience.
Investment Strategy: Maintain a diversified, high quality portfolio of fixed
maturity securities that largely matches the duration characteristics of
related insurance liabilities with assets of comparable duration, and pursue
yield-enhancement opportunities that meet liquidity, risk and return
objectives.
Profitability and Capital Management: Deliver solid earnings through
disciplined pricing, sustainable underwriting improvements and
diversification of risk, and increase capital efficiency within insurance
entities to enhance return on equity.
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Consumer Insurance Operating Segments
Consumer Insurance’s operating segments consist of Retirement, Life, and Personal Insurance.

Retirement Product Lines
Fixed Annuities: Products include single and flexible premium fixed annuities and single premium immediate and deferred
income annuities. The Fixed Annuities product line maintains its industry-leading position in the U.S. bank distribution channel
by designing products collaboratively with banks and offering an efficient and flexible administration platform.
Retirement Income Solutions: Primary products include variable and fixed index annuities that provide both asset
accumulation and lifetime income benefits, as well as investment-focused variable annuities. Variable annuities are
distributed through banks, wirehouses, and regional and independent broker-dealers. Fixed index annuities are distributed
through banks, broker dealers, independent marketing organizations and career and independent insurance agents.
Group Retirement: Products are marketed under the VALIC brand and include fixed and variable annuities, mutual funds,
and plan administrative and compliance services. VALIC career financial advisors and independent financial advisors
provide retirement plan participants with enrollment support and comprehensive financial planning services.
Retail Mutual Funds and Advisor Group: Includes our mutual fund and related administration and servicing operations as
well as one of the largest networks of independent financial advisors in the U.S. Brands include Royal Alliance, SagePoint
Financial, FSC Securities and Woodbury Financial.

Life Product Lines
Primary products in the U.S. include term life and universal life insurance. International products include term and whole life
insurance, supplemental health, cancer and critical illness insurance. Life products are primarily distributed through
independent marketing organizations, independent insurance agents, career agents and financial advisors and direct
marketing. The Life operating segment also offers group products distributed through employers (both employer-paid and
voluntary) and sponsored organizations, with the key products being basic and supplemental term life, universal life and
disability insurance.

Personal Insurance Product Lines
Accident and Health: Products include voluntary and sponsor-paid personal accident and supplemental health products
for individuals, employees, associations and other organizations. It also includes a broad range of travel insurance
products and services for leisure and business travelers. Accident and Health products are distributed through various
channels, including agents, brokers, affinity partners, airlines and travel agents.
Personal Lines: Products include automobile and homeowners insurance, extended warranty, and consumer specialty
products, such as identity theft and credit card protection. Products are distributed through various channels, including
agents, brokers and direct marketing. Personal Insurance also provides insurance for high-net-worth individuals offered
through AIG Private Client Group, including auto, homeowners, umbrella, yacht, fine art and collections insurance.
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A Look at Consumer Insurance
The Retirement and Life operating segments conduct their business primarily through our Life Insurance Companies, which
include American General Life, VALIC, U.S. Life, and Fuji Life.
The Personal Insurance operating segment conducts its business primarily through our Non-Life Insurance Companies, which
include Fuji Fire, AIU Insurance Company, Ltd., American Home, National Union, Lexington, American Home Japan, AIG Asia
Pacific Insurance, Pte, Ltd. and AIG Europe Limited.

Consumer Insurance Distribution Network
Retirement
Retirement products are distributed through affiliated channels that include over 1,200 VALIC career financial advisors and
over 5,700 licensed financial advisors in the AIG Advisor Group and through non-affiliated channels, which include banks,
wirehouses, regional and independent broker-dealers, independent marketing organizations and independent insurance
agents.

Life
Life products are distributed in the U.S. through affiliated channels that include over 1,700 career agents and financial
advisors in the AIG Financial Network and direct marketing. Non-affiliated channels in the U.S. include independent
marketing organizations, independent agents and benefit brokers. International life products are sold through non-affiliated
independent agents and direct marketing.

Personal Insurance
Personal Insurance products and services are distributed through various channels, including independent agents, career
agents, brokers, affinity partners, airlines and travel agents, as well as direct marketing.

Consumer Insurance Competition
Consumer Insurance operates in the highly competitive insurance and financial services industry in the U.S. and select
international markets and competes against various financial services companies, including mutual funds, banks and other life
and property casualty insurance companies. Competition is primarily based on product pricing and design, distribution,
financial strength, customer service and ease of doing business.
Consumer Insurance competes based on its long-standing market leading positions, innovative products, strong distribution
relationships across multiple channels, customer-focused service and strong financial ratings.
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Consumer Insurance Competitive Strengths and Challenges
Our competitive strengths include:
Unique franchise – broad portfolio of retirement, life insurance and personal insurance products offered through multiple
distribution networks
Market leader – long-standing, leading positions in many of our product lines and key distribution channels
Global footprint – ability to selectively pursue international growth opportunities in countries with attractive markets
Strong distribution relationships across multiple channels – opportunity to expand on distribution relationships to
effectively market diverse product offerings
Information and science capabilities – used to build decision tools, transform processes and optimize performance
Customer-focused service – investments in technology and operating platforms provide the foundation to deliver our target
customer experience
Risk diversification and scale – breadth of product offerings and scale advantage in key product lines
Capital strength – capacity to drive growth in attractive markets and product lines
Our challenges include:
Highly competitive environment where products are differentiated by pricing, terms, customer service and ease of doing
business and barriers to entry are significant in certain markets
Regulatory requirements in recent years have created an increasingly complex environment that is affecting industry
growth and profitability
Low interest rate environment makes it more difficult to competitively price guaranteed return products and puts margin
pressure on existing products due to the challenge of investing in a low rate environment

Corporate and Other includes:
Direct Investment book (DIB) consists of a portfolio of assets and liabilities held directly by AIG Parent in the Matched
Investment Program (MIP) and certain non-derivative assets and liabilities of AIG Financial Products Corp. and related
subsidiaries (collectively AIGFP). The DIB portfolio is being wound down and is managed with the objective of ensuring that
at all times it maintains the liquidity we believe is necessary to meet all of its liabilities as they come due, even under stress
scenarios, and to maximize returns consistent with our risk management objectives.
Global Capital Markets (GCM) consists of the operations of AIG Markets, Inc. (AIG Markets) and the remaining derivatives
portfolio of AIGFP. AIG Markets acts as the derivatives intermediary between our subsidiaries and third parties to provide
hedging services. The AIGFP portfolio continues to be wound down and is managed consistently with our risk management
objectives. Although the portfolio may experience periodic fair value volatility, it consists predominantly of transactions that we
believe are of low complexity, low risk or currently not economically appropriate to unwind based on a cost versus benefit
analysis.

AIG Parent and Other consists primarily of interest expense, consolidation and eliminations, expenses of corporate staff not
attributable to specific reportable segments, certain expenses related to internal controls and the financial and operating
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platforms, corporate initiatives, certain compensation plan expenses, corporate level net realized capital gains and losses,
certain litigation-related charges and credits, net gain (loss) on sale of divested businesses that did not meet the criteria for
discontinued operations accounting treatment, and equity in the earnings of AerCap.

Run-off Insurance Business consists primarily of run-off lines of business, including excess workers’ compensation,
asbestos and legacy environmental (1986 and prior); certain environmental liability businesses written prior to 2004 and
certain long-duration business, primarily in Japan and the U.S.
Other Businesses include investments in life settlements, real estate investment operations, institutional asset management
operations, equipment financing operations and our remaining consumer finance business.

Aircraft Leasing consists of ILFC. On May 14, 2014, we completed the sale of 100 percent of the common stock of ILFC to
AerCap Ireland Limited, a wholly owned subsidiary of AerCap, in exchange for total consideration of approximately $7.6 billion,
including cash and 97.6 million newly issued AerCap common shares (the AerCap Transaction). As a result of the AerCap
Transaction, we own approximately 46 percent of the outstanding common stock of AerCap. We account for our interest in
AerCap using the equity method of accounting. See Note 4 to the Consolidated Financial Statements for additional
information on the AerCap Transaction.
Retained Interests includes fair value gains and losses on (i) AIA ordinary shares retained following the AIA initial public
offering prior to their sale in 2012 and (ii) Maiden Lane III LLC (ML III) assets prior to their liquidation in 2012.

OUR EMPLOYEES
At December 31, 2014, we had approximately 65,000 employees. We believe that our relations with our employees are
satisfactory.
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A REVIEW OF LIABILITY FOR UNPAID LOSSES AND LOSS ADJUSTMENT EXPENSES
The liability for unpaid losses and loss adjustment expenses (also referred to as loss reserves) represents the accumulation of
estimates for unpaid reported losses (case reserves) and losses that have been incurred but not reported (IBNR) for the NonLife Insurance Companies.
We recognize as assets the portion of this liability that is expected to be recovered from reinsurers. Loss reserves are
discounted, where permitted, in accordance with U.S. GAAP.

The Loss Reserve Development Process
The process of establishing the liability for unpaid losses and loss adjustment expenses is complex and imprecise because it
must take into consideration many variables that are subject to the outcome of future events. As a result, informed subjective
estimates and judgments about our ultimate exposure to losses are an integral component of our loss reserving process.
We use a number of techniques to analyze the adequacy of the established net
liability for unpaid losses and loss adjustment expenses (net loss reserves). Using
these analytical techniques, we monitor the adequacy of our established reserves
and determine appropriate assumptions for inflation and other factors influencing
loss costs. Our analyses also take into account emerging specific development
patterns, such as case reserve redundancies or deficiencies and IBNR emergence.
We also consider specific factors that may impact losses, such as changing trends
in medical costs, unemployment levels and other economic indicators, as well as
changes in legislation and social attitudes that may affect decisions to file claims or
the magnitude of court awards. See Item 7. MD&A — Critical Accounting Estimates
for a description of our loss reserving process.

Because reserve estimates are
subject to the outcome of future
events, changes in prior year
estimates are unavoidable in the
insurance industry. These changes
in estimates are sometimes referred
to as “prior year loss development”
or “reserve development.”

A significant portion of the Non-Life Insurance Companies’ reserves are for the U.S. commercial casualty class, including
excess casualty, asbestos and environmental, which tends to involve longer periods of time for the reporting and settlement of
claims than other types of insurance and therefore may increase the inherent risk and uncertainty with respect to our loss
reserve development.

Analysis of Consolidated Loss Reserve Development
The “Analysis of Consolidated Loss Reserve Development” table presents the development of prior year net loss reserves for
calendar years 2004 through 2014 for each balance sheet in that period. The information in the table is presented in
accordance with reporting requirements of the Securities and Exchange Commission (SEC). This table should be interpreted
with care by those not familiar with its format or those who are familiar with other loss development analyses arranged in an
accident year or underwriting year basis rather than the balance sheet, as shown below. See Note 13 to the Consolidated
Financial Statements.
The top row of the table shows Net Reserves Held (the net liability for unpaid losses and loss adjustment expenses) at each
balance sheet date, net of discount. This liability represents the estimated amount of losses and loss adjustment expenses for
claims arising in all years prior to the balance sheet date that were unpaid as of that balance sheet date, including estimates
for IBNR claims. The amount of loss reserve discount included in the net reserves at each date is shown immediately below
the net reserves held. The undiscounted reserve at each date is equal to the sum of the discount and the net reserves held.
For example, Net Reserves Held (Undiscounted) was $48.8 billion at December 31, 2004.
The next section of the table shows the original Net Undiscounted Reserves re-estimated over 10 years. This re-estimation
takes into consideration a number of factors, including changes in the estimated frequency of reported claims, effects of
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significant judgments, the emergence of latent exposures, and changes in medical cost trends. For example, the original
undiscounted reserve of $48.8 billion at December 31, 2004, was re-estimated to $66.2 billion at December 31, 2014. The
amount of the development related to losses settled or re-estimated in 2014, but incurred in 2011, is included in the cumulative
development amount for years 2011, 2012 and 2013. Any increase or decrease in the estimate is reflected in operating results
in the period in which the estimate is changed.
The middle of the table shows Net Deficiency. This is the aggregate change in estimates over the period of years covered by
the table. For example, the net loss reserve deficiency of $17.4 billion for 2004 is the difference between the original
undiscounted reserve of $48.8 billion at December 31, 2004 and the $66.2 billion of re-estimated reserves at December 31,
2014. The net deficiency amounts are cumulative; in other words, the amount shown in the 2013 column includes the amount
shown in the 2012 column, and so on. Conditions and trends that have affected development of the liability in the past may not
necessarily occur in the future. Accordingly, it generally is not appropriate to extrapolate future development based on
this table.
The bottom portion of the table shows the Paid (Cumulative) amounts during successive years related to the undiscounted
loss reserves. For example, as of December 31, 2014, AIG had paid a total of $55.4 billion of the $66.2 billion in re-estimated
reserves for 2004, resulting in Remaining Reserves (Undiscounted) of $10.8 billion for 2004. Also included in this section are
the Remaining Reserves (Undiscounted) and the Remaining Discount for each year.
As discussed in footnotes (a) and (b) below, the calendar year distribution of these Paid (Cumulative) amounts are estimates
that are affected by certain transactions. These payment amounts may differ from the actual losses paid for a given accident
year.
The following table presents loss reserves and the related loss development for 2004 through 2014 and consolidated
gross liability (before discount), reinsurance recoverable and net liability recorded for each calendar year, and the
re-estimation of these amounts as of December 31, 2014.(a)
(in millions)
Net Reserves Held(b)
Discount (in Reserves Held)
Net Reserves Held (Undiscounted)

$

2004

2005

2006

2007

2008

2009

2010

2011

2012

2013

47,253 $

57,476 $

62,630 $

69,288 $

72,455 $

67,899 $

71,507 $

70,825 $

68,782 $

64,316 $

1,553

2,110

2,264

2,429

2,574

2,655

3,217

3,183

3,246

3,555

3,077

48,806

59,586

64,894

71,717

75,029

70,554

74,724

74,008

72,028

67,871 $

64,689

68,574

Net undiscounted Reserve
re-estimated as of:
One year later

53,486

59,533

64,238

71,836

77,800

74,736

74,919

74,429

72,585

Two years later

55,009

60,126

64,764

74,318

82,043

74,529

75,502

75,167

73,571

Three years later

56,047

61,242

67,303

78,275

81,719

75,187

76,023

76,212

Four years later

57,618

63,872

70,733

78,245

82,422

76,058

77,031

Five years later

60,231

67,102

70,876

79,098

83,135

77,054

Six years later

63,348

67,518

71,572

79,813

84,100

Seven years later

63,928

68,233

72,286

80,770

Eight years later

64,532

69,023

73,356

Nine years later

65,261

70,029

Ten years later

66,162

Net Deficiency on net reserves held

2014
61,612

(17,356)

(10,443)

(8,462)

(9,053)

(9,071)

(6,500)

(2,307)

(2,204)

(1,543)

(703)

and environmental (A&E)

(3,157)

(2,228)

(2,019)

(2,000)

(1,951)

(1,799)

(297)

(268)

(192)

(124)

Net Deficiency excluding A&E

(14,199)

(8,215)

(6,443)

(7,053)

(7,120)

(4,701)

(2,010)

(1,936)

(1,351)

(579)

Net Deficiency related to asbestos

Paid (Cumulative) as of:
One year later

14,910

15,326

14,862

16,531

24,267

15,919

17,661

19,235

18,758

Two years later

24,377

25,152

24,388

31,791

36,164

28,428

30,620

31,766

31,265

Three years later

31,296

32,295

34,647

40,401

46,856

38,183

40,091

41,464

Four years later

36,804

40,380

40,447

48,520

53,616

45,382

47,379

Five years later

43,162

44,473

46,474

53,593

58,513

51,104

Six years later

46,330

49,552

50,391

57,686

62,734

Seven years later

50,462

52,243

53,545

61,221

Eight years later

52,214

54,332

56,424

Nine years later

53,693

56,516

Ten years later

55,375
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Remaining Reserves (Undiscounted)
Remaining Discount

10,787

13,513

16,932

19,549

21,366

25,950

29,652

34,748

42,306

1,342

1,474

1,632

1,797

1,978

2,143

2,309

2,516

2,701

50,829
2,888

Remaining Reserves

$

9,445 $

12,039 $

15,300 $

17,752 $

19,388 $

23,807 $

27,343 $

32,232 $

39,605 $

47,941

Net Liability, End of Year

$

48,806 $

59,586 $

64,894 $

71,717 $

75,030 $

70,554 $

74,724 $

74,008 $

72,028 $

67,871 $

64,689

Reinsurance Recoverable, End of Year

14,624

19,693

17,369

16,212

16,803

17,487

19,644

20,320

19,209

17,231

15,648

Gross Liability, End of Year

63,430

79,279

82,263

87,929

91,833

88,041

94,368

94,328

91,237

85,102 $

80,337

Re-estimated Net Liability

66,162

70,029

73,356

80,770

84,100

77,054

77,031

76,212

73,571

68,574

Re-estimated Reinsurance Recoverable

21,765

24,548

20,819

19,317

18,793

18,634

16,709

18,456

19,065

17,221

Re-estimated Gross Liability

87,927

94,577

94,175

100,087

102,893

95,688

93,740

94,668

92,636

85,795

(11,912) $

(12,158) $

Cumulative Gross
Redundancy (Deficiency)

$

(24,497) $

(15,298) $

(11,060) $

(7,647) $

628 $

(340) $

(1,399) $

(693)

(a) During 2009, we deconsolidated Transatlantic Holdings, Inc. and sold 21st Century Insurance Group and HSB Group, Inc. The sales and
deconsolidation are reflected in the table above as a reduction in December 31, 2009 net reserves of $9.7 billion and as an $8.6 billion increase in paid
losses for the years 2000 through 2008 to remove the reserves for these divested entities from the ending balance.
(b) The increase in Net Reserves Held from 2009 to 2010 is partially due to the $1.7 billion in Net Reserves Held by Fuji Fire, which was acquired in
2010. The decrease in 2011 is due to the cession of asbestos reserves described in Item 7. MD&A — Insurance Reserves – Non-Life Insurance
Companies— Asbestos and Environmental Reserves.

The Liability for unpaid losses and loss adjustment expenses as reported in our Consolidated Balance Sheet at December 31,
2014 differs from the total reserves reported in the annual statements filed with state insurance departments and, when
applicable, with foreign regulatory authorities primarily for the following reasons:
•

Reserves for certain foreign operations are not required or permitted to be reported in the United States for statutory
reporting purposes, including contingency reserves for catastrophic events;

•

Statutory practices in the United States require reserves to be shown net of applicable reinsurance recoverable; and

•

Unlike statutory financial statements, our consolidated liability for unpaid losses and loss adjustment expenses excludes
the effect of intercompany transactions.

Gross loss reserves are calculated without reduction for reinsurance recoverable and represent the accumulation of estimates
for reported losses and IBNR, net of estimated salvage and subrogation. We review the adequacy of established gross loss
reserves in the manner previously described for net loss reserves. A reconciliation of activity in the Liability for unpaid losses
and loss adjustment expenses is included in Note 13 to the Consolidated Financial Statements.
For further discussion of asbestos and environmental reserves, see Item 7. MD&A — Insurance Reserves – Non-Life
Insurance Companies— Asbestos and Environmental Reserves.

REINSURANCE ACTIVITIES
Reinsurance is used primarily to manage overall capital adequacy and mitigate the insurance loss exposure related to certain
events such as natural and man-made catastrophes.
Our subsidiaries operate worldwide primarily by underwriting and accepting risks for their direct account on a gross basis and
reinsuring a portion of the exposure on either an individual risk or an aggregate basis to the extent those risks exceed the
desired retention level. In addition, as a condition of certain direct underwriting transactions, we are required by clients, agents
or regulation to cede all or a portion of risks to specified reinsurance entities, such as captives, other insurers, local reinsurers
and compulsory pools.
Over the last several years, the Non-Life Insurance Companies revised the ceded reinsurance framework and strategy to
improve capital management and support our global product line risk and profitability objectives. As a result of adopting the
revised framework and strategy, many individual reinsurance contracts were consolidated into more efficient global programs
and reinsurance ceded to third parties in support of risk and capital management objectives has decreased for the full year
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2014 compared to 2013. We continually evaluate the relative attractiveness of different forms of reinsurance contracts and
different markets that may be used to achieve our risk and profitability objectives.
Reinsurance markets include:
• Traditional local and global reinsurance markets including those in the United States, Bermuda, London and Europe,
accessed directly and through reinsurance intermediaries;
• Capital markets through insurance-linked securities and collateralized reinsurance transactions, such as catastrophe bonds,
sidecars and similar vehicles; and
• Other insurers that engage in both direct and assumed reinsurance.
The form of reinsurance that we may choose from time to time will generally depend on whether we are seeking:
• proportional reinsurance, whereby we cede a specified percentage of premium and losses to reinsurers;
• non-proportional or excess of loss reinsurance, whereby we cede all or a specified portion of losses in excess of a specified
amount on a per risk, per occurrence (including catastrophe reinsurance) or aggregate basis; or
• facultative contracts that reinsure individual policies.
Reinsurance contracts do not relieve our subsidiaries from their direct obligations to insureds. However, an effective
reinsurance program substantially mitigates our exposure to potentially significant losses.
In certain markets, we are required to participate on a proportional basis in reinsurance pools based on our relative share of
direct writings in those markets. Such mandatory reinsurance generally covers higher-risk consumer exposures such as
assigned-risk automobile and earthquake, as well as certain commercial exposures such as workers’ compensation.
In 2014, we continued our strategy to take advantage of the pricing differential between traditional reinsurance markets and
capital markets. In December 2014, we entered into capital markets reinsurance transactions, effective as of January 1, 2015,
with Tradewynd Re Ltd., which will provide $500 million of indemnity reinsurance protection against U.S., Caribbean,
Canadian, Mexican and Gulf of Mexico named storms and U.S., Caribbean, Mexican and Canadian earthquakes. To fund its
potential obligations to AIG, Tradewynd Re Ltd. issued three tranches of notes, one with a one-year term and two with threeyear terms. The transaction provides fully collateralized coverage against losses from the events described above on a peroccurrence basis through December 2015 (on the one-year tranche) and December 2017 (on the three-year tranches). As of
January 2015, our outstanding catastrophe bond issuances result in us having $925 million of indemnity reinsurance protection
outstanding in the capital markets.
See Item 7. MD&A – Enterprise Risk Management – Insurance Operations Risks – Non-Life Insurance Companies Key
Insurance Risks – Reinsurance Recoverable for a summary of significant reinsurers.

REGULATION
Our operations around the world are subject to regulation by many different types of regulatory authorities, including insurance,
securities, derivatives, investment advisory and thrift regulators in the United States and abroad.
Our insurance subsidiaries are subject to regulation and supervision by the states and jurisdictions in which they do business.
The insurance and financial services industries generally have been subject to heightened regulatory scrutiny and supervision
in recent years.
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The following table provides a general overview of our primary regulators and related bodies and a brief description
of their oversight with respect to us and our subsidiaries, including key regulations or initiatives that we are currently,
or may in the future be, subject to. Such regulations and initiatives, both in the United States and abroad, are
discussed in more detail following the table.

U.S. Federal Regulation
Board of Governors of the Federal Reserve System (FRB): Oversees and regulates financial institutions, including nonbank
systemically important financial institutions (nonbank SIFIs). We are currently subject to the FRB’s examination, supervision
and enforcement authority, and certain reporting requirements, as a nonbank SIFI.
Office of the Comptroller of the Currency (OCC): Charters, regulates and supervises all national banks and federal savings
associations. The OCC supervises and regulates AIG Federal Savings Bank, our trust-only federal thrift subsidiary.
Securities and Exchange Commission (SEC): Oversees and regulates the U.S. securities and security-based swap
markets, U.S. mutual funds, U.S. broker-dealers and U.S. investment advisors. Principal regulator of the mutual funds offered
by our broker-dealer subsidiaries. The SEC is in the process of implementing rules and regulations governing reporting,
execution and margin requirements for security-based swaps entered into within the U.S or by U.S. persons. Our securitybased swap activities conducted by GCM are likely to be subject to certain of these rules and regulations.
Commodities Futures Trading Commission (CFTC): Oversees and regulates the U.S. swap, commodities and futures
markets. The CFTC has begun implementing and is continuing to implement rules and regulations governing reporting,
execution, margin and other requirements for swaps entered into within the U.S. or involving U.S. persons. Our swap activities
conducted by GCM are subject to certain of these rules and regulations.
Dodd-Frank Wall Street Reform and Consumer Protection Act (Dodd-Frank): Dodd-Frank has effected comprehensive
changes to financial services regulation and subjects us, or may subject us, as applicable, to additional federal regulation,
including:
• enhanced prudential standards for nonbank SIFIs (including minimum leverage and risk-based capital requirements, capital
planning, stress tests, liquidity requirements, corporate governance requirements, contingent capital requirements,
counterparty credit limits, an early remediation regime process and recovery and resolution planning);
• limitations on proprietary trading or covered fund activities, if the FRB decides to impose certain elements of Section 619 of
Dodd-Frank (referred to as the “Volcker Rule”) on nonbank SIFIs;
• financial sector concentration limits; and
• increased regulation and restrictions on derivatives markets and transactions.

U.S. State Regulation
State Insurance Regulators: Our insurance subsidiaries are subject to regulation and supervision by the states and other
jurisdictions in which they do business. Regulation is generally derived from statutes that delegate supervisory and regulatory
powers to a state insurance regulator, and primarily relates to the insurer’s financial condition, corporate conduct and market
conduct activities.
NAIC Standards: The National Association of Insurance Commissioners (NAIC) is a standard-setting and regulatory support
organization created and governed by the chief insurance regulators from the 50 states, the District of Columbia and five U.S.
territories. The NAIC itself is not a regulator, but through the NAIC, state insurance regulators establish standards and best
practices, conduct peer review and coordinate regulatory oversight.

Foreign Regulation
Financial Stability Board (FSB): Consists of representatives of national financial authorities of the G20 nations. The FSB
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itself is not a regulator, but it coordinates the work of national financial authorities and international standard-setting bodies and
develops and promotes implementation of regulatory, supervisory and other financial policies.
International Association of Insurance Supervisors (IAIS): Represents insurance regulators and supervisors of more than
200 jurisdictions in nearly 140 countries and seeks to promote globally consistent insurance industry supervision. The IAIS
itself is not a regulator, but the FSB has directed the IAIS to create standards on issues such as financial group supervision,
capital and solvency standards, systemic economic risk and corporate governance and incorporate them into IAIS’ Insurance
Core Principles (ICPs). The FSB also charged IAIS with developing a template for measuring systemic risks posed by insurer
groups. Based on IAIS’ assessment template, the FSB identified AIG as a global systemically important insurer (G-SII), which
may subject us to a policy framework that includes recovery and resolution planning requirements, enhanced group-wide
supervision, enhanced liquidity and strategic risk management planning, basic capital requirements and higher loss
absorbency capital requirements. The IAIS is also developing ComFrame, a Common Framework for the Supervision of
Internationally Active Insurance Groups (IAIGs), which includes additional supervisory oversight based on its ICPs but also
adds requirements and supervisory processes pertaining to the international business activities of IAIGs. In connection with
ComFrame, the IAIS is in the process of developing a risk-based global insurance capital standard applicable to IAIGs. AIG
currently meets the parameters set forth to define an IAIG.
European Union (EU): Certain financial services firms with regulated entities in the EU, such as us, are subject to
supplementary supervision, which seeks to enable supervisors to perform consolidated insurance group supervision at the
level of the ultimate parent entity. The objective of supplementary supervision is to detect, monitor, manage and control group
risks. The UK Prudential Regulatory Authority, the United Kingdom’s prudential regulator, is our EU supervisory coordinator. In
addition, the Financial Conduct Authority has oversight of AIG’s European operations for consumer protection and competition
matters. The EU has also established a set of regulatory requirements for EU derivatives activities under the European Market
Infrastructure Regulation (EMIR) that include, among other things, risk mitigation, risk management and regulatory reporting,
which are effective, and clearing requirements expected to become effective in 2015.
The EU’s Solvency II Directive (2009/138/EEC) (Solvency II), which is expected to become effective in 2016, includes
minimum capital and solvency requirements, governance requirements, risk management and public reporting standards. The
impact on us will depend on whether the U.S. insurance regulatory regime is deemed “equivalent” to Solvency II; if the U.S.
insurance regulatory regime is not equivalent, then we could be subjected to Solvency II standards.
Regulation of Foreign Insurance Company Subsidiaries: Generally, our subsidiaries operating in foreign jurisdictions must
satisfy local regulatory requirements. Our foreign operations are also regulated in various jurisdictions with respect to currency,
policy language and terms, advertising, amount and type of security deposits, amount and type of reserves, amount and type
of capital to be held, amount and type of local investment and the share of profits to be returned to policyholders on
participating policies. Some foreign countries also regulate rates on various types of policies.

Federal Reserve Supervision
Due to the determination of the Financial Stability Oversight Council (Council) that we should be regulated by the FRB as a
nonbank SIFI pursuant to Section 113 of Dodd-Frank, we have been since July 2013 subject to the FRB’s examination,
supervision and enforcement authority, and certain reporting requirements as a nonbank SIFI. Dodd-Frank requires that the
Council reevaluate its determination annually; however, the Council’s 2014 annual reevaluation did not result in a change to
our nonbank SIFI status, and we remain regulated by the FRB.
Dodd-Frank has effected comprehensive changes to the regulation of financial services in the United States and subjects us to
substantial additional federal regulation. Dodd-Frank directs existing and newly-created government agencies and oversight
bodies to promulgate regulations implementing the law, an ongoing process that is under way and is anticipated to continue
over the next few years.
As required by Dodd-Frank, the FRB has adopted enhanced prudential standards (including minimum leverage and risk-based
capital requirements, requirements to submit annual capital plans to the FRB demonstrating the ability to satisfy the required
capital ratios under baseline and stressed conditions, and stress-testing requirements) for bank holding companies with $50
billion (and in some cases, $10 billion) or more in total consolidated assets and certain foreign banking organizations. The FRB
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has also adopted liquidity coverage ratio and supplemental leverage ratio requirements for a subset of large banking
organizations. These requirements do not apply to nonbank SIFIs. Dodd-Frank authorizes the FRB to tailor its application of
enhanced prudential standards to different companies on an individual basis or by category, and the FRB has indicated that it
intends to assess the business model, capital structure and risk profile of nonbank SIFIs to determine how enhanced
prudential standards should apply to them, and, if appropriate, to tailor the application of these standards for nonbank SIFIs by
order or regulation. We cannot predict what enhanced prudential standards the FRB will promulgate for nonbank SIFIs, either
generally or as applicable to insurance businesses. The FRB has exercised general examination, supervision and enforcement
authority over us since we were determined to be a nonbank SIFI in July 2013. The FRB has focused its general supervisory
authority over us in several areas, including financial and control related reporting, oversight of a capital planning and capital
analysis and review process, model governance and validation, operational risk management, recovery planning and
resolution planning. We cannot predict how the FRB’s continuing exercise of its general supervisory authority over us as a
nonbank SIFI will develop, although the FRB could, as a prudential matter, for example, limit our ability to pay dividends,
repurchase shares of AIG Common Stock or acquire or enter into other businesses. We cannot predict with certainty the
requirements of the regulations ultimately adopted or how or whether Dodd-Frank and such regulations will affect the financial
markets generally, impact our businesses, results of operations, cash flows or financial condition, or require us to raise
additional capital or result in a downgrade of our credit ratings. In 2014, the FRB conducted a quantitative impact study to
evaluate the potential effects of a revised regulatory capital framework on nonbank SIFIs that are substantially engaged in
insurance underwriting activity. The FRB has not released any results or conclusions related to this study. We also note that
in December 2014, Congress adopted changes to Section 171 of Dodd-Frank in order to clarify that the FRB has the flexibility
to tailor capital rules specifically for certain insurance activities and is not bound to impose capital standards and quantitative
requirements generally applicable to insured depository institutions and bank holding companies. We cannot predict with any
certainty, however, what capital rules, if any, the FRB may impose on insurers.
As a nonbank SIFI, we anticipate we will be subject to:
• stress tests to determine whether, on a consolidated basis, we have the capital necessary to absorb losses due to adverse
economic conditions;
• stricter prudential standards, including stricter requirements and limitations relating to risk-based capital, leverage, liquidity
and credit exposure, as well as overall risk management requirements;
• management interlock prohibitions and a requirement to maintain a plan for rapid and orderly resolution in the event of
severe financial distress (requirements that we are already subject to); and
• an early remediation regime process to be administered by the FRB.
Furthermore, if the Council were to make an additional separate determination that AIG poses a “grave threat” to U.S. financial
stability, we would be required to maintain a debt-to-equity ratio of no more than 15:1 and the FRB may:
• limit our ability to merge with, acquire, consolidate with, or become affiliated with another company;
• restrict our ability to offer specified financial products;
• require us to terminate specified activities;
• impose conditions on how we conduct our activities; and
• with approval of the Council, and a determination that the foregoing actions are inadequate to mitigate a threat to U.S.
financial stability, require us to sell or otherwise transfer assets or off-balance-sheet items to unaffiliated entities.
As part of its general prudential supervisory powers, the FRB has the authority to limit our ability to conduct activities that
would otherwise be permissible for us to engage in if we do not satisfy certain requirements. In addition, if we were to seek to
acquire a stake in certain financial companies, Dodd-Frank would require us to obtain the prior authorization of the FRB.

Other Effects of Dodd-Frank
In addition, Dodd-Frank may also have the following effects on us:
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• As a nonbank SIFI, we are currently required to provide on an annual basis (or more frequently, if required) to the FRB and
FDIC a plan for our rapid and orderly resolution in the event of material financial distress or failure, which must, among
other things, provide a detailed resolution strategy and analyses of our material entities, organizational structure,
interconnections and interdependencies, and management information systems. We continue to update and refine our
resolution plan, which was originally submitted to regulators on July 1, 2014. Our next resolution plan is required to be
submitted to the FRB and FDIC on July 1, 2015. If the FRB and FDIC jointly determine, based on their review of the plan,
that it is not credible or would not facilitate our orderly resolution under the bankruptcy code, they may require us to resubmit an amended plan. If the re-submitted plan also fails to meet regulatory expectations, the FRB and FDIC may
exercise their authority under Dodd-Frank to impose more stringent capital, leverage, or liquidity requirements, restrict our
growth, activities, or operations, require us to divest assets and operations, or otherwise increase their level of supervision
of us.
• The Council may recommend that state insurance regulators or other regulators apply new or heightened standards and
safeguards for activities or practices that we and other insurers or other financial services companies engage in.
• Title II of Dodd-Frank provides that a financial company whose largest United States subsidiary is an insurer (such as us)
may be subject to a special resolution process outside the federal bankruptcy code. That process is to be administered by
the FDIC upon a coordinated determination by the director of the Federal Insurance Office and the FRB, either at the
request of the Secretary of the Treasury or on their own initiative, and in consultation with the FDIC, that such a financial
company is in default or in danger of default and presents a systemic risk to U.S. financial stability.
• Dodd-Frank provides for significantly increased regulation of and restrictions on derivatives markets and transactions that
could affect various activities of AIG and its insurance and financial services subsidiaries, including (i) regulatory reporting
for swaps (which are regulated by the CFTC) and security-based swaps (which are regulated by the SEC), (ii) mandated
clearing through central counterparties and execution through regulated exchanges or electronic facilities for certain swaps
and security-based swaps and (iii) margin and collateral requirements. Although the CFTC has not yet finalized certain
requirements, many other requirements have taken effect, such as swap reporting, the mandatory clearing of certain
interest rate swaps and credit default swaps, and the mandatory trading of certain swaps on swap execution facilities or
exchanges. The SEC has proposed, but not yet finalized, rules with respect to certain of the regulations and restrictions
noted above governing security-based swaps. These regulations have affected and may further affect various activities of
AIG and its insurance and financial services subsidiaries as rules are finalized to implement additional elements of the
regulatory regime.
Similar regulations have been proposed or adopted outside the United States. For instance, the EU has also established a
set of new regulatory requirements for EU derivatives activities under EMIR. These requirements include, among other
things, various risk mitigation, risk management and regulatory reporting requirements that have already become effective
and clearing requirements that are expected to become effective in 2015. These requirements could result in increased
administrative costs with respect to our EU derivatives activities and overlapping or inconsistent regulation depending on
the ultimate application of cross-border regulatory requirements between and among U.S. and non-U.S. jurisdictions.
• Dodd-Frank mandated a study to determine whether stable value contracts should be included in the definition of "swap." If
that study concludes that stable value contracts are swaps, Dodd-Frank authorizes certain federal regulators to determine
whether an exemption from the definition of a swap for stable value contracts is appropriate and in the public interest.
Certain of our affiliates participate in the stable value contract business. We cannot predict what regulations might emanate
from the aforementioned study or be promulgated applicable to this business in the future.
• Dodd-Frank established a Federal Insurance Office (FIO) within the United States Department of the Treasury (Department
of the Treasury) headed by a director appointed by the Secretary of the Treasury. While not having a general supervisory or
regulatory authority over the business of insurance, the director of this office performs various functions with respect to
insurance (other than health insurance), including serving as a non-voting member of the Council. On December 12, 2013,
the FIO released a Dodd-Frank mandated study on how to modernize and improve the system of insurance regulation in the
United States. The report concluded that the uniformity and efficiency of the current state based regulatory system could be
improved and highlighted areas in which Federal involvement is recommended. In the near-term, the FIO recommended
that the states undertake reforms regarding capital adequacy, reform of insurer resolution practices, and marketplace
regulation.
• Dodd-Frank established the Consumer Financial Protection Bureau (CFPB) as an independent bureau within the FRB to
regulate consumer financial products and services offered primarily for personal, family or household purposes. Insurance
products and services are not within the CFPB's general jurisdiction, although the U.S. Department of Housing and Urban
26

I TE M 1 / BUSINESS

Development has since transferred authority to the CFPB to investigate mortgage insurance practices. Broker-dealers and
investment advisers are not subject to the CFPB's jurisdiction when acting in their registered capacity.
• Title XIV of Dodd-Frank also restricts certain terms for mortgage loans, such as loan fees, prepayment fees and other
charges, and imposes certain duties on a lender to ensure that a borrower can afford to repay the loan.
Dodd-Frank imposes various assessments on financial companies, including, as applicable to us, fees for our supervision by
the FRB and assessments to cover the costs of any special resolution of a financial company conducted under Title II
(although the regulatory authority would have to take account of the amounts paid by us into state guaranty funds).
We cannot predict whether these actions will become effective or the effect they may have on the financial markets or on our
business, results of operations, cash flows, financial condition and credit ratings. However, it is possible that such effect could
be materially adverse. See Item 1A. Risk Factors — Regulation for additional information.

Other Regulatory Developments
As described below, AIG has been designated as a Global Systemically Important Insurer (G-SII).
In addition to the adoption of Dodd-Frank in the United States, regulators and lawmakers around the world are continuing to
review the causes of the financial crisis and taking steps to avoid similar problems in the future. The FSB, consisting of
representatives of national financial authorities of the G20 nations, has issued a series of frameworks and recommendations
intended to produce significant changes in how financial companies, particularly global systemically important financial
institutions, should be regulated. These frameworks and recommendations address such issues as financial group supervision,
capital and solvency standards, systemic economic risk, corporate governance including compensation, and a number of
related issues associated with responses to the financial crisis. The FSB has directed the International Association of
Insurance Supervisors (the IAIS, headquartered in Basel, Switzerland) to create standards relative to these areas and
incorporate them within that body’s Insurance Core Principles (ICPs). IAIS’s ICPs form the baseline threshold against which
countries’ financial services regulatory efforts in the insurance sector are measured. That measurement is made by periodic
Financial Sector Assessment Program (FSAP) reviews conducted by the World Bank and the International Monetary Fund and
the reports thereon spur the development of country-specific additional or amended regulatory changes. Lawmakers and
regulatory authorities in a number of jurisdictions in which our subsidiaries conduct business have already begun implementing
legislative and regulatory changes consistent with these recommendations, including proposals governing consolidated
regulation of insurance holding companies by the Financial Services Agency in Japan, financial and banking regulation
adopted in France and compensation regulations proposed or adopted by the financial regulators in Germany and the United
Kingdom Prudential Regulation Authority.
The FSB has also charged the IAIS with developing a template for measuring systemic risks posed by insurer groups. The
IAIS has requested data from selected insurers around the world to determine which elements of the insurance sector, if any,
could materially and adversely impact other parts of the global financial services sector (e.g., commercial and investment
banking, securities trading, etc.). The IAIS has provided its assessment template to the FSB. Based on this assessment
template, on July 18, 2013, the FSB, in consultation with the IAIS and national authorities, identified an initial list of G-SIIs,
which includes AIG. G-SIIs will be designated on an annual basis, and AIG was redesignated as a G-SII by the FSB on
November 6, 2014. The IAIS intends G-SIIs to be subject to a policy framework that includes recovery and resolution planning
requirements, enhanced group-wide supervision, enhanced liquidity and strategic risk management planning; basic capital
requirements and higher loss absorbency (HLA) capital requirements. The IAIS finalized its basic capital requirement (BCR) in
October 2014. The BCR covers all group activities and is required to be reported to national authorities on a confidential basis
beginning in 2015. The BCR will serve as the initial foundation for the application of HLA capital requirements, which the IAIS
intends to be calculated in part based on engagement in non-traditional and non-insurance activities. It is expected that the
IAIS will develop HLA capital requirements by the end of 2015 and the G-SII policy framework will be fully implemented by
2019.
The IAIS is also developing ComFrame, a Common Framework for the Supervision of Internationally Active Insurance Groups
(IAIGs), which includes additional supervisory oversight based on its ICPs but also adds requirements and supervisory
processes pertaining to the international business activities of IAIGs. In connection with ComFrame, the IAIS is in the process
of developing a risk-based global insurance capital standard (ICS) applicable to IAIGs. As currently delineated under
ComFrame, AIG meets the parameters set forth to define an IAIG. ComFrame requirements are expected to be finalized in
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2018, and the IAIS is conducting a field testing of ComFrame, including the ICS, ahead of that deadline. It is expected that
implementation of ComFrame and the ICS would begin in 2019.
Legislation in the European Union could also affect our international insurance operations. The Solvency II Directive
(2009/138/EEC) (Solvency II), which was adopted on November 25, 2009 and is expected to become effective on January 1,
2016, reforms the insurance industry’s solvency framework, including minimum capital and solvency requirements, governance
requirements, risk management and public reporting standards. Solvency II is expected to be accompanied by Omnibus II, an
EU proposal for a directive that also contains provisions for the capital treatment of products with long-term guarantees.
Additionally, the European Insurance and Occupational Pensions Authority recently introduced interim guidelines effective
January 1, 2014 that provide regulators in EU Member States with a framework to ensure that insurers make demonstrable
progress towards meeting Solvency II requirements in 2016. The impact on us will depend on whether the U.S. insurance
regulatory regime is deemed “equivalent” to Solvency II; if the U.S. insurance regulatory regime is not equivalent, then we,
along with other U.S.-based insurance companies, could be required to be supervised under Solvency II standards. Whether
the U.S. insurance regulatory regime will be deemed “equivalent” is still under consideration by European authorities and
remains uncertain, so we are not currently able to predict the impact of Solvency II.
We expect that the regulations applicable to us and our regulated entities will continue to evolve for the foreseeable future.

Regulation of Insurance Subsidiaries
Certain states and other jurisdictions require registration and periodic reporting by insurance companies that are licensed in
such jurisdictions and are controlled by other entities. Applicable legislation typically requires periodic disclosure concerning
the entity that controls the registered insurer and the other companies in the holding company system and prior approval of
intercompany services and transfers of assets, including in some instances payment of dividends by the insurance subsidiary,
within the holding company system. Our subsidiaries are registered under such legislation in those jurisdictions that have such
requirements.
Our insurance subsidiaries are subject to regulation and supervision by the states and by other jurisdictions in which they do
business. Within the United States, the method of such regulation varies but generally has its source in statutes that delegate
regulatory and supervisory powers to an insurance official. The regulation and supervision relate primarily to the financial
condition of the insurers and their corporate conduct and market conduct activities. This includes approval of policy forms and
rates, the standards of solvency that must be met and maintained, including with respect to risk-based capital, the licensing of
insurers and their agents, the nature of and limitations on investments, restrictions on the size of risks that may be insured
under a single policy, deposits of securities for the benefit of policyholders, requirements for acceptability of reinsurers, periodic
examinations of the affairs of insurance companies, the form and content of reports of financial condition required to be filed,
reserves for unearned premiums, losses and other purposes and enterprise risk management and corporate governance
requirements. In general, such regulation is for the protection of policyholders rather than the equity owners of these
companies.
In the U.S., the Risk-Based Capital (RBC) formula is designed to measure the adequacy of an insurer's statutory surplus in
relation to the risks inherent in its business. Virtually every state has adopted, in substantial part, the RBC Model Law
promulgated by the NAIC, which allows states to act upon the results of RBC calculations, and provides for four incremental
levels of regulatory action regarding insurers whose RBC calculations fall below specific thresholds. Those levels of action
range from the requirement to submit a plan describing how an insurer would regain a specified RBC ratio to a mandatory
regulatory takeover of the company. The RBC formula computes a risk-adjusted surplus level by applying discrete factors to
various asset, premium and reserve items. These factors are developed to be risk-sensitive so that higher factors are applied
to items exposed to greater risk. The statutory surplus of each of our U.S.-based Non-Life Insurance Companies and Life
Insurance Companies exceeded RBC minimum required levels as of December 31, 2014.
If any of our insurance entities fell below prescribed levels of statutory surplus, it would be our intention to provide appropriate
capital or other types of support to that entity. For additional information, see Item 7. MD&A — Liquidity and Capital Resources
— Liquidity and Capital Resources of AIG Parent and Subsidiaries — Non-Life Insurance Companies and — Life Insurance
Companies.
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The NAIC’s Model Regulation “Valuation of Life Insurance Policies” (Regulation XXX) requires insurers to establish additional
statutory reserves for term life insurance policies with long-term premium guarantees and universal life policies with secondary
guarantees (ULSGs). NAIC Actuarial Guideline 38 (Guideline AXXX) clarifies the application of Regulation XXX as to these
guarantees, including certain ULSGs. See Item 1A – Risk Factors and Note 20 to the Consolidated Financial Statements for
risks and additional information related to these statutory reserving requirements.
The NAIC has undertaken the Solvency Modernization Initiative (SMI) which focuses on a review of insurance solvency
regulations throughout the U.S. financial regulatory system and is expected to lead to a set of long-term solvency
modernization goals. SMI is broad in scope, but the NAIC has stated that its focus will include the U.S. solvency framework,
group solvency issues, capital requirements, international accounting and regulatory standards, reinsurance and corporate
governance.
A substantial portion of our business is conducted in foreign countries. The degree of regulation and supervision in foreign
jurisdictions varies. Generally, our subsidiaries operating in foreign jurisdictions must satisfy local regulatory requirements,
licenses issued by foreign authorities to our subsidiaries are subject to modification or revocation by such authorities, and
therefore these subsidiaries could be prevented from conducting business in certain of the jurisdictions where they currently
operate.
In addition to licensing requirements, our foreign operations are also regulated in various jurisdictions with respect to currency,
policy language and terms, advertising, amount and type of security deposits, amount and type of reserves, amount and type
of capital to be held, amount and type of local investment and the share of profits to be returned to policyholders on
participating policies. Some foreign countries regulate rates on various types of policies. Certain countries have established
reinsurance institutions, wholly or partially owned by the local government, to which admitted insurers are obligated to cede a
portion of their business on terms that may not always allow foreign insurers, including our subsidiaries, full compensation. In
some countries, regulations governing constitution of technical reserves and remittance balances may hinder remittance of
profits and repatriation of assets.
See Item 7. MD&A — Liquidity and Capital Resources — Regulation and Supervision and Note 20 to the Consolidated
Financial Statements.
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AVAILABLE INFORMATION ABOUT AIG
Our corporate website is www.aig.com. We make available free of charge, through the Investor Information section of our
corporate website, the following reports (and related amendments as filed with the SEC) as soon as reasonably practicable
after such materials are electronically filed with, or furnished to, the SEC:
• Annual Reports on Form 10-K
• Quarterly Reports on Form 10-Q
• Current Reports on Form 8-K
• Proxy Statements on Schedule 14A, as well as other filings with the SEC
Also available on our corporate website:
• Charters for Board Committees: Audit, Nominating and Corporate Governance, Compensation and Management
Resources, Risk and Capital, Regulatory, Compliance and Public Policy, and Technology Committees
• Corporate Governance Guidelines (which include Director Independence Standards)
• Director, Executive Officer and Senior Financial Officer Code of Business Conduct and Ethics (we will post on our website
any amendment or waiver to this Code within the time period required by the SEC)
• Employee Code of Conduct
• Related-Party Transactions Approval Policy
Except for the documents specifically incorporated by reference into this Annual Report on Form 10-K, information contained
on our website or that can be accessed through our website is not incorporated by reference into this Annual Report on
Form 10-K. Reference to our website is made as an inactive textual reference.
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ITEM 1A / RISK FACTORS
Investing in AIG involves risk. In deciding whether to invest in AIG, you should carefully consider the following risk factors. Any
of these risk factors could have a significant or material adverse effect on our businesses, results of operations, financial
condition or liquidity. They could also cause significant fluctuations and volatility in the trading price of our securities. Readers
should not consider any descriptions of these factors to be a complete set of all potential risks that could affect AIG. These
factors should be considered carefully together with the other information contained in this report and the other reports and
materials filed by us with the Securities and Exchange Commission (SEC). Further, many of these risks are interrelated and
could occur under similar business and economic conditions, and the occurrence of certain of them may in turn cause the
emergence or exacerbate the effect of others. Such a combination could materially increase the severity of the impact of these
risks on our businesses, results of operations, financial condition and liquidity.

MARKET CONDITIONS
Difficult conditions in the global capital markets and the economy may materially and adversely affect our
businesses, results of operations, financial condition and liquidity. Our businesses are highly dependent on the
economic environment, both in the U.S. and around the world. Extreme market events, such as the global financial crisis
during 2008 and 2009, have at times led, and could in the future lead, to a lack of liquidity, highly volatile markets, a steep
depreciation in asset values across all classes, an erosion of investor and public confidence, and a widening of credit spreads.
Concerns and events beyond our control, such as uncertainty as to the U.S. debt ceiling, the continued funding of the U.S.
government, U.S. fiscal and monetary policy, the U.S. housing market, oil prices and concerns about European sovereign debt
risk and the European banking industry, have in the past, and may in the future, adversely affect liquidity, increase volatility,
decrease asset prices, erode confidence and lead to wider credit spreads. Difficult economic conditions could also result in
increased unemployment and a severe decline in business across a wide range of industries and regions. These market and
economic factors could have a material adverse effect on our businesses, results of operations, financial condition and
liquidity.
Under difficult economic or market conditions, we could experience reduced demand for our products and an elevated
incidence of claims and lapses or surrenders of policies. Contract holders may choose to defer or cease paying insurance
premiums. Other ways in which we could be negatively affected by economic conditions include, but are not limited to:
• declines in the valuation and performance of our investment portfolio, including declines attributable to rapid increases in
interest rates;
• increased credit losses;
• declines in the value of other assets;
• impairments of goodwill and other long-lived assets;
• additional statutory capital requirements;
• limitations on our ability to recover deferred tax assets;
• a decline in new business levels and renewals;
• a decline in insured values caused by a decrease in activity at client organizations;
• an increase in liability for future policy benefits due to loss recognition on certain long-duration insurance contracts;
• higher borrowing costs and more limited availability of credit;
• an increase in policy surrenders and cancellations; and
• a write-off of deferred policy acquisition costs (DAC).
Sustained low interest rates may materially and adversely affect our profitability. Recent periods have been
characterized by low interest rates relative to historical levels. Sustained low interest rates can negatively affect the
performance of our investment securities and reduce the level of investment income earned on our investment portfolios. If a
low interest rate environment persists, we may experience slower investment income growth. Due to practical and capital
markets limitations, we may not be able to fully mitigate our interest rate risk by matching exposure of our assets relative to our
liabilities. Continued low interest rates could also impair our ability to earn the returns assumed in the pricing and the reserving
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for our products at the time they were sold and issued. Changes in interest rates may be correlated with inflation trends, which
would impact our loss trends.

INVESTMENT PORTFOLIO, CONCENTRATION OF INVESTMENTS, INSURANCE AND OTHER
EXPOSURES
The performance and value of our investment portfolio are subject to a number of risks and uncertainties, including
changes in interest rates. Our investment securities are subject to market risks and uncertainties. In particular, interest rates
are highly sensitive to many factors, including monetary policies, domestic and international economic and political issues and
other factors beyond our control. Changes in monetary policy or other factors may cause interest rates to rise, which would
adversely affect the value of the fixed income securities that we hold and could adversely affect our ability to sell these
securities. In addition, the evaluation of available-for-sale securities for other-than-temporary impairments, which may occur if
interest rates rise, is a quantitative and qualitative process that is subject to significant management judgment. For a sensitivity
analysis of our exposure to certain market risk factors, see Item 7. MD&A – Enterprise Risk Management – Market Risk
Management. Furthermore, our alternative investment portfolio includes investments for which changes in fair value are
reported through operating income and are therefore subject to significant volatility. In an economic downturn or declining
market, the reduction in our investment income due to decreases in the fair value of alternative investments could have a
material adverse effect on operating income.
Our investment portfolio is concentrated in certain segments of the economy. Our results of operations and financial
condition have in the past been, and may in the future be, adversely affected by the degree of concentration in our investment
portfolio. We have concentrations in real estate and real estate-related securities, including residential mortgage-backed,
commercial mortgage-backed and other asset-backed securities and commercial mortgage loans. We also have significant
exposures to financial institutions and, in particular, to money center and global banks; certain industries, such as energy and
utilities; U.S. state and local government issuers and authorities; PICC Group, PICC P&C and AerCap, as a result of our
strategic investments; and Euro Zone financial institutions, governments and corporations. Events or developments that have
a negative effect on any particular industry, asset class, group of related industries or geographic region may adversely affect
our investments to the extent they are concentrated in such segments. Our ability to sell assets concentrated in such areas
may be limited.
Concentration of our insurance and other risk exposures may have adverse effects. We may be exposed to risks as a
result of concentrations in our insurance policies, derivatives and other obligations that we undertake for customers and
counterparties. We manage these concentration risks by monitoring the accumulation of our exposures by factors such as
exposure type, industry, geographic region, counterparty and other factors. We also seek to use reinsurance, hedging and
other arrangements to limit or offset exposures that exceed the limits we wish to retain. In certain circumstances, however,
these risk management arrangements may not be available on acceptable terms or may prove to be ineffective for certain
exposures. Also, our exposure may be so large that even a slightly adverse experience compared to our expectations may
have a material adverse effect on our consolidated results of operations or financial condition, or result in additional statutory
capital requirements for our subsidiaries.
Our valuation of investment securities may include methodologies, estimations and assumptions that are subject to
differing interpretations and could result in changes to investment valuations that may materially adversely affect our
results of operations, financial condition and liquidity. During periods of market disruption, it may be difficult to value
certain of our investment securities if trading becomes less frequent and/or market data becomes less observable. There may
be cases where certain assets in normally active markets with significant observable data become inactive with insufficient
observable data due to the financial environment or market conditions in effect at that time. As a result, valuations may include
inputs and assumptions that are less observable or require greater estimation and judgment as well as valuation methods that
are more complex. These values may not be realized in a market transaction, may not reflect the value of the asset and may
change very rapidly as market conditions change and valuation assumptions are modified. Decreases in value and/or an
inability to realize that value in a market transaction or secured lending transaction may have a material adverse effect on our
results of operations, financial condition and liquidity.
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RESERVES AND EXPOSURES
Our consolidated results of operations, liquidity, financial condition and ratings are subject to the effects of natural
and man-made catastrophic events. Events such as hurricanes, windstorms, flooding, earthquakes, acts of terrorism,
explosions and fires, cyber-crimes, product defects, pandemic and other highly contagious diseases, mass torts and other
catastrophes have adversely affected our business in the past and could do so in the future. In addition, we recognize the
scientific consensus that climate change is a reality of increasing concern, indicated by higher concentrations of greenhouse
gases, a warming atmosphere and ocean, diminished snow and ice, and sea level rise. We understand that climate change
potentially poses a serious financial threat to society as a whole, with implications for the insurance industry in areas such as
catastrophe risk perception, pricing and modeling assumptions. Because there is significant variability associated with the
impacts of climate change, we cannot predict how physical, legal, regulatory and social responses may impact our business.
Such catastrophic events, and any relevant regulations, could expose us to:
• widespread claim costs associated with property, workers’ compensation, A&H, business interruption and mortality and
morbidity claims;
• loss resulting from a decline in the value of our invested assets;
• limitations on our ability to recover deferred tax assets;
• loss resulting from actual policy experience that is adverse compared to the assumptions made in product pricing;
• declines in value and/or losses with respect to companies and other entities whose securities we hold and counterparties
we transact business with and have credit exposure to, including reinsurers, and declines in the value of investments; and
• significant interruptions to our systems and operations.
Catastrophic events are generally unpredictable. Our exposure to catastrophes depends on various factors, including the
frequency and severity of the catastrophes, the rate of inflation and the value and geographic concentration of insured property
and people. Vendor models and proprietary assumptions and processes that we use to manage catastrophe exposure may
prove to be ineffective due to incorrect assumptions or estimates.
In addition, legislative and regulatory initiatives and court decisions following major catastrophes could require us to pay the
insured beyond the provisions of the original insurance policy and may prohibit the application of a deductible, resulting in
inflated catastrophe claims.
For further details on potential catastrophic events, including a sensitivity analysis of our exposure to certain catastrophes, see
Item 7. MD&A — Enterprise Risk Management —Insurance Operations Risks.
Insurance liabilities are difficult to predict and may exceed the related reserves for losses and loss expenses. We
regularly review the adequacy of the established liability for unpaid losses and loss adjustment expenses and conduct
extensive analyses of our reserves during the year. Our loss reserves, however, may develop adversely. Estimation of ultimate
net losses, loss expenses and loss reserves is a complex process, particularly for long-tail casualty lines of business. These
include, but are not limited to, general liability, commercial automobile liability, environmental, workers' compensation, excess
casualty and crisis management coverages, insurance and risk management programs for large corporate customers and
other customized structured insurance products, as well as excess and umbrella liability, Directors and Officers and products
liability.
While we use a number of analytical reserve development techniques to project future loss development, reserves may be
significantly affected by changes in loss cost trends or loss development factors that were relied upon in setting the reserves.
These changes in loss cost trends or loss development factors could be due to difficulties in predicting changes, such as
changes in inflation, unemployment duration, or other social or economic factors affecting claims, including the judicial
environment. Any deviation in loss cost trends or in loss development factors might not be identified for an extended period of
time after we record the initial loss reserve estimates for any accident year or number of years. For a further discussion of our
loss reserves, see Item 7. MD&A — Insurance Reserves —Non-Life Insurance Companies and Critical Accounting
Estimates — Insurance Liabilities — Liability for Unpaid Losses and Loss Adjustment Expenses (Non-Life Insurance
Companies).
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Reinsurance may not be available or affordable and may not be adequate to protect us against losses. Our subsidiaries
are major purchasers of reinsurance and we use reinsurance as part of our overall risk management strategy to optimize the
allocation of our reinsurance between traditional reinsurance markets and the capital markets, such as through the utilization
of catastrophe bonds, to manage risks more efficiently. While reinsurance does not discharge our subsidiaries from their
obligation to pay claims for losses insured under our policies, it does make the reinsurer liable to them for the reinsured portion
of the risk. For this reason, reinsurance is an important tool to manage transaction and insurance line risk retention and to
mitigate losses from catastrophes. Market conditions beyond our control determine the availability and cost of reinsurance. For
example, reinsurance may be more difficult or costly to obtain after a year with a large number of major catastrophes. As a
result, we may, at certain times, be forced to incur additional expenses for reinsurance or may be unable to obtain sufficient
reinsurance on acceptable terms. In that case, we would have to accept an increase in exposure risk, reduce the amount of
business written by our subsidiaries or seek alternatives in line with our risk limits. Additionally, we are exposed to credit risk
with respect to our subsidiaries’ reinsurers to the extent the reinsurance receivable is not secured by collateral or does not
benefit from other credit enhancements. We also bear the risk that a reinsurer may be unwilling to pay amounts we have
recorded as reinsurance recoverable for any reason, including that (i) the terms of the reinsurance contract do not reflect the
intent of the parties of the contract, (ii) the terms of the contract cannot be legally enforced, (iii) the terms of the contract are
interpreted by a court or arbitration panel differently than intended, (iv) the reinsurance transaction performs differently than we
anticipated due to a flawed design of the reinsurance structure, terms or conditions, or (v) a change in laws and regulations, or
in the interpretation of the laws and regulations, materially impacts a reinsurance transaction. The insolvency of one or more of
our reinsurers, or inability or unwillingness to make timely payments under the terms of our contracts, could have a material
adverse effect on our results of operations and liquidity. Additionally, the use of catastrophe bonds may not provide the same
levels of protection as traditional reinsurance transactions and any disruption, volatility and uncertainty in the catastrophe bond
market, such as following a major catastrophe event, may limit our ability to access such market on terms favorable to us or at
all. Also, to the extent that we intend to utilize catastrophe bond transactions based on an industry loss index rather than on
actual losses incurred by us, this would result in residual risk. Our inability to obtain adequate reinsurance or other protection
could have a material adverse effect on our business, results of operations and financial condition.
We currently have limited reinsurance coverage for terrorist attacks. Further, the availability of private sector reinsurance for
terrorism is limited. As a result, we rely heavily on the Terrorism Risk Insurance Act (TRIA), which provides U.S. government
risk assistance to the insurance industry to manage the exposure to terrorism incidents in the United States. TRIA was
reauthorized in January 2015 and is scheduled to expire on December 31, 2020. Under TRIA, once our losses for certain acts
of terrorism exceed a deductible equal to 20 percent of our commercial property and casualty insurance premiums for covered
lines for the prior calendar year, the federal government will reimburse us for losses in excess of our deductible, starting at 85
percent of losses in 2015, and reducing by one percentage point each year, ending at 80 percent in 2020, up to a total industry
program limit of $100 billion. TRIA does not cover losses in certain lines of business such as consumer property and consumer
casualty.
For additional information on our reinsurance recoverable, see Item 7. MD&A — Enterprise Risk Management — Insurance
Operations Risks — Reinsurance Recoverable.

LIQUIDITY, CAPITAL AND CREDIT
AIG Parent’s ability to access funds from our subsidiaries is limited. As a holding company, AIG Parent depends on
dividends, distributions and other payments from its subsidiaries to fund dividends on AIG Common Stock and to make
payments due on its obligations, including its outstanding debt. The majority of our investments are held by our regulated
subsidiaries. Our subsidiaries may be limited in their ability to make dividend payments or advance funds to AIG Parent in the
future because of the need to support their own capital levels or because of regulatory limits. The inability of our subsidiaries to
make payments, dividends or distributions in an amount sufficient to enable AIG Parent to meet its cash requirements could
have an adverse effect on our operations, our ability to pay dividends or our ability to meet our debt service obligations.
Our internal sources of liquidity may be insufficient to meet our needs. We need liquidity to pay our operating expenses,
interest on our debt, maturing debt obligations and to meet any statutory capital requirements of our subsidiaries. If our liquidity
is insufficient to meet our needs, we may at the time need to have recourse to third-party financing, external capital markets or
other sources of liquidity, which may not be available or could be prohibitively expensive. The availability and cost of any
additional financing at any given time depends on a variety of factors, including general market conditions, the volume of
trading activities, the overall availability of credit, regulatory actions and our credit ratings and credit capacity. It is also possible
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that, as a result of such recourse to external financing, customers, lenders or investors could develop a negative perception of
our long- or short-term financial prospects. Disruptions, volatility and uncertainty in the financial markets, and downgrades in
our credit ratings, may limit our ability to access external capital markets at times and on terms favorable to us to meet our
capital and liquidity needs or prevent our accessing the external capital markets or other financing sources. For a further
discussion of our liquidity, see Item 7. MD&A — Liquidity and Capital Resources.
AIG Parent’s ability to support our subsidiaries is limited. AIG Parent has in the past and expects to continue to provide
capital to our subsidiaries as necessary to maintain regulatory capital ratios, comply with rating agency requirements and meet
unexpected cash flow obligations. If AIG Parent is unable to satisfy a capital need of a subsidiary, the subsidiary could
become insolvent or, in certain cases, could be seized by its regulator.
Our subsidiaries may not be able to generate cash to meet their needs due to the illiquidity of some of their
investments. Our subsidiaries have investments in certain securities that may be illiquid, including certain fixed income
securities and certain structured securities, private company securities, investments in private equity funds and hedge funds,
mortgage loans, finance receivables and real estate. Collectively, investments in these assets had a fair value of $60 billion at
December 31, 2014. Adverse real estate and capital markets, and tighter credit spreads, have in the past, and may in the
future, materially adversely affect the liquidity of our other securities portfolios, including our residential and commercial
mortgage-related securities portfolios. In the event additional liquidity is required by one or more of our subsidiaries and AIG
Parent is unable to provide it, it may be difficult for these subsidiaries to generate additional liquidity by selling, pledging or
otherwise monetizing these less liquid investments.
A downgrade in the Insurer Financial Strength ratings of our insurance companies could prevent them from writing
new business and retaining customers and business. Insurer Financial Strength (IFS) ratings are an important factor in
establishing the competitive position of insurance companies. IFS ratings measure an insurance company’s ability to meet its
obligations to contract holders and policyholders. High ratings help maintain public confidence in a company’s products,
facilitate marketing of products and enhance its competitive position. Downgrades of the IFS ratings of our insurance
companies could prevent these companies from selling, or make it more difficult for them to succeed in selling, products and
services, or result in increased policy cancellations, termination of assumed reinsurance contracts, or return of premiums.
Under credit rating agency policies concerning the relationship between parent and subsidiary ratings, a downgrade in AIG
Parent’s credit ratings could result in a downgrade of the IFS ratings of our insurance subsidiaries.
A downgrade in our credit ratings could require us to post additional collateral and result in the termination of
derivative transactions. Credit ratings estimate a company’s ability to meet its obligations and may directly affect the cost
and availability of financing. A downgrade of our long-term debt ratings by the major rating agencies would require us to post
additional collateral payments related to derivative transactions to which we are a party, and could permit the termination of
these derivative transactions. This could adversely affect our business, our consolidated results of operations in a reporting
period or our liquidity. In the event of further downgrades of two notches to our long-term senior debt ratings, AIG would be
required to post additional collateral of $153 million, and certain of our counterparties would be permitted to elect early
termination of contracts.

BUSINESS AND OPERATIONS
Interest rate fluctuations, increased surrenders, declining investment returns and other events may require our
subsidiaries to accelerate the amortization of DAC and record additional liabilities for future policy benefits. We incur
significant costs in connection with acquiring new and renewal insurance business. DAC represents deferred costs that are
incremental and directly related to the successful acquisition of new business or renewal of existing business. The recovery of
DAC is generally dependent upon the future profitability of the related business, but DAC amortization varies based on the
type of contract. For long-duration traditional business, DAC is generally amortized in proportion to premium revenue and
varies with lapse experience. Actual lapses in excess of expectations can result in an acceleration of DAC amortization.
DAC for investment-oriented products is generally amortized in proportion to estimated gross profits. Estimated gross profits
are affected by a number of assumptions, including current and expected interest rates, net investment income and spreads,
net realized gains and losses, fees, surrender rates, mortality experience and equity market returns and volatility. If actual
and/or future estimated gross profits are less than originally expected, then the amortization of DAC would be accelerated in
the period the actual experience is known and would result in a charge to income. For example, if interest rates rise rapidly
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and significantly, customers with policies that have interest crediting rates below the current market may seek competing
products with higher returns and we may experience an increase in surrenders and withdrawals of life and annuity contracts,
resulting in a decrease in future profitability and an acceleration of the amortization of DAC.
We also periodically review products for potential loss recognition events, principally insurance-oriented products. This review
involves estimating the future profitability of in-force business and requires significant management judgment about
assumptions including mortality, morbidity, persistency, maintenance expenses, and investment returns, including net realized
capital gains (losses). If actual experience or estimates result in projected future losses, we may be required to amortize any
remaining DAC and record additional liabilities through a charge to policyholder benefit expense, which could negatively affect
our results of operations. For example, realized gains on investment sales in 2013 and 2012 reduced future investment
margins and required the recognition of additional liabilities for certain payout annuities. For further discussion of DAC and
future policy benefits, see Item 7. MD&A — Critical Accounting Estimates and Notes 9 and 13 to the Consolidated Financial
Statements.
Certain of our products have guarantees that may increase the volatility of our results. We have annuity and life
insurance products that guarantee a certain level of benefits, including guaranteed minimum death benefits (GMDB),
guaranteed minimum income benefits (GMIB), guaranteed minimum withdrawal benefits (GMWB), guaranteed minimum
account value benefits (GMAV), and products with guaranteed interest crediting rates tied to an index. For GMDB, our most
widely offered guaranteed benefit feature, the liabilities included in Future policyholder benefits were $401 million and $355
million at December 31, 2014 and 2013, respectively. Our economic hedging program utilizes derivative instruments, including
equity options, futures contracts and interest rate swap contracts, as well as other hedging instruments, and is designed so
that changes in value of those instruments move in the opposite direction of changes in the GMWB and GMAV embedded
derivative liabilities. The fair value of GMWB and GMAV embedded derivatives included in Policyholder contract deposits was
a net liability of $957 million at December 31, 2014 and a net asset of $37 million at December 31, 2013. Differences between
the change in fair value of GMWB and GMAV embedded derivatives and the hedging instruments can be caused by extreme
and unanticipated movements in the equity markets, interest rates and market volatility, policyholder behavior and our inability
to purchase hedging instruments at prices consistent with the desired risk and return trade-off. While we believe that our
actions have reduced the risks related to guaranteed benefits and guaranteed interest crediting, our exposure may not be fully
hedged, and we may be liable if counterparties are unable or unwilling to pay. We remain exposed to the risk that policyholder
behavior and mortality may differ from our assumptions. Finally, while we believe the impact of downturns in equity markets,
increased equity volatility or reduced interest rates is offset by our economic hedging program, the occurrence of one or more
of these events could result in an increase in the liabilities associated with the guaranteed benefits, reducing our net income
and shareholders’ equity. See Notes 5 and 14 to the Consolidated Financial Statements and Item 7. MD&A – Critical
Accounting Estimates for more information regarding these products.
Indemnity claims could be made against us in connection with divested businesses. We have provided financial
guarantees and indemnities in connection with the businesses we have sold, as described in greater detail in Note 16 to the
Consolidated Financial Statements. While we do not currently believe the claims under these indemnities will be material, it is
possible that significant indemnity claims could be made against us. If such a claim or claims were successful, it could have a
material adverse effect on our results of operations, cash flows and liquidity. See Note 16 to the Consolidated Financial
Statements for more information on these financial guarantees and indemnities.
Our foreign operations expose us to risks that may affect our operations. We provide insurance, investment and other
financial products and services to both businesses and individuals in more than 100 countries and jurisdictions. A substantial
portion of our business is conducted outside the United States, and we intend to continue to grow this business. Operations
outside the United States may be affected by regional economic downturns, changes in foreign currency exchange rates,
political upheaval, nationalization and other restrictive government actions, which could also affect our other operations.
The degree of regulation and supervision in foreign jurisdictions varies. AIG subsidiaries operating in foreign jurisdictions must
satisfy local regulatory requirements and it is possible that local licenses may require AIG Parent to meet certain conditions.
Licenses issued by foreign authorities to our subsidiaries are subject to modification and revocation. Consequently, our
insurance subsidiaries could be prevented from conducting future business in some of the jurisdictions where they currently
operate. Adverse actions from any single country could adversely affect our results of operations, depending on the magnitude
of the event and our financial exposure at that time in that country.
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We may experience difficulty in marketing and distributing products through our current and future distribution
channels. Although we distribute our products through a wide variety of distribution channels, we maintain relationships with
certain key distributors. Distributors have in the past, and may in the future, elect to renegotiate the terms of existing
relationships, or reduce or terminate their distribution relationships with us, including for such reasons as industry consolidation
of distributors or other industry changes that increase the competition for access to distributors, adverse developments in our
business, adverse rating agency actions or concerns about market-related risks. An interruption in certain key relationships
could materially affect our ability to market our products and could have a material adverse effect on our businesses, operating
results and financial condition.
In addition, when our products are distributed through unaffiliated firms, we may not be able to monitor or control the manner of
their distribution, despite our training and compliance programs. If our products are distributed to customers for whom they are
unsuitable or distributed in any other inappropriate manner, we may suffer reputational and other harm to our business.
Our ownership of a material amount of the common stock of, and our obligations to, AerCap exposes us to risks. As a
result of the AerCap Transaction, we hold approximately 46 percent of the outstanding common stock of AerCap. As a result,
declines in the value of AerCap’s common stock, and the other effects of our accounting for this investment under the equity
method of accounting, could have a material adverse effect on our results of operations in a reporting period.
In addition, in connection with the AerCap Transaction, AIG, AerCap, AerCap Ireland Limited, AerCap Ireland Capital Limited
(AerCap Ireland) and certain subsidiaries of AerCap, as guarantors, entered into a credit agreement for a senior unsecured
revolving credit facility between AerCap Ireland, as borrower, and AIG, as lender and administrative agent (the AerCap Credit
Facility). The AerCap Credit Facility provides for an aggregate commitment of $1.0 billion and permits loans for general
corporate purposes. Depending on the amount of outstanding borrowings under the AerCap Credit Facility, an event of default
under the AerCap Credit Facility could have a material adverse effect on our results of operations and financial condition.
Significant legal proceedings may adversely affect our results of operations or financial condition. We are party to
numerous legal proceedings, including securities class actions and regulatory and governmental investigations. Due to the
nature of these proceedings, the lack of precise damage claims and the type of claims we are subject to, we cannot currently
quantify our ultimate or maximum liability for these actions. Developments in these unresolved matters could have a material
adverse effect on our consolidated financial condition or consolidated results of operations for an individual reporting period.
Starr International Company, Inc. (SICO) has brought suit against the United States challenging the government’s assistance
of AIG, pursuant to which (i) AIG entered into a credit facility with the Federal Reserve Bank of New York and (ii) the United
States received an approximately 80 percent ownership interest in AIG. The United States has alleged that AIG is obligated to
indemnify the United States for any recoveries in these lawsuits. A determination that the United States is liable for damages
in such suits, together with a determination that AIG is obligated to indemnify the United States for any such damages, could
have a material adverse effect on our business, consolidated financial condition and results of operations. For a discussion of
the SICO litigation and other unresolved matters, see Note 16 to the Consolidated Financial Statements.
If we are unable to maintain the availability of our electronic data systems and safeguard the security of our data, our
ability to conduct business may be compromised, which could adversely affect our consolidated financial condition
or results of operations. We use computer systems to store, retrieve, evaluate and utilize customer, employee, and company
data and information. Some of these systems in turn, rely upon third-party systems. Our business is highly dependent on our
ability to access these systems to perform necessary business functions, including providing insurance quotes, processing
premium payments, making changes to existing policies, filing and paying claims, administering variable annuity products and
mutual funds, providing customer support and managing our investment portfolios. Systems failures or outages could
compromise our ability to perform these functions in a timely manner, which could harm our ability to conduct business and
hurt our relationships with our business partners and customers. In the event of a natural disaster, a computer virus,
unauthorized access, a terrorist attack or other disruption inside or outside the U.S., our systems may be inaccessible to our
employees, customers or business partners for an extended period of time, and our employees may be unable to perform their
duties for an extended period of time if our data or systems are disabled or destroyed. Our systems have in the past been, and
may in the future be, subject to unauthorized access, such as physical or electronic break-ins or unauthorized tampering. Like
other global companies, we have, from time to time, experienced threats to our data and systems, including malware and
computer virus attacks, unauthorized access, systems failures and disruptions. There is no assurance that our security
measures will provide fully effective security from such events. AIG maintains cyber risk insurance, but this insurance may not
cover all costs associated with the consequences of personal, confidential or proprietary information being compromised. In
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some cases, such unauthorized access may not be immediately detected. This may impede or interrupt our business
operations and could adversely affect our consolidated financial condition or results of operations.
In addition, we routinely transmit, receive and store personal, confidential and proprietary information by email and other
electronic means. Although we attempt to keep such information confidential, we may be unable to do so in all events,
especially with clients, vendors, service providers, counterparties and other third parties who may not have or use appropriate
controls to protect confidential information. Furthermore, certain of our businesses are subject to compliance with laws and
regulations enacted by U.S. federal and state governments, the European Union or other jurisdictions or enacted by various
regulatory organizations or exchanges relating to the privacy and security of the information of clients, employees or others.
The compromise of personal, confidential or proprietary information could result in remediation costs, legal liability, regulatory
action and reputational harm.
The integration of companies we may acquire from time to time may not be as successful as we anticipate.
Acquisitions involve a number of risks, including operational, strategic, financial, accounting, legal and tax. Difficulties in
integrating an acquired company may result in the acquired company performing differently than we expected or in our failure
to realize anticipated expense-related efficiencies. Our existing businesses could also be negatively impacted by acquisitions.
Risks resulting from future acquisitions may have a material adverse effect on our results of operations and financial condition.

REGULATION
Our businesses are heavily regulated and changes in regulation may affect our operations, increase our insurance
subsidiary capital requirements or reduce our profitability. Our operations generally, and our insurance subsidiaries, in
particular, are subject to extensive and potentially conflicting supervision and regulation by national authorities and by the
various jurisdictions in which we do business. Supervision and regulation relate to numerous aspects of our business and
financial condition. State and foreign regulators also periodically review and investigate our insurance businesses, including
AIG-specific and industry-wide practices. The primary purpose of insurance regulation is the protection of our insurance
contract holders, and not our investors. The extent of domestic regulation varies, but generally is governed by state statutes.
These statutes delegate regulatory, supervisory and administrative authority to state insurance departments.
We strive to maintain all required licenses and approvals. However, our businesses may not fully comply with the wide variety
of applicable laws and regulations. The relevant authority’s interpretation of the laws and regulations also may change from
time to time. Regulatory authorities have relatively broad discretion to grant, renew or revoke licenses and approvals. If we do
not have the required licenses and approvals or do not comply with applicable regulatory requirements, these authorities could
preclude or temporarily suspend us from carrying on some or all of our activities or impose substantial fines. Further, insurance
regulatory authorities have relatively broad discretion to issue orders of supervision, which permit them to supervise the
business and operations of an insurance company.
In the U.S., the RBC formula is designed to measure the adequacy of an insurer’s statutory surplus in relation to the risks
inherent in its business. Virtually every state has adopted, in substantial part, the RBC Model Law promulgated by the NAIC,
which specifies the regulatory actions the insurance regulator may take if an insurer’s RBC calculations fall below specific
thresholds. Those actions range from requiring an insurer to submit a plan describing how it would regain a specified RBC ratio
to a mandatory regulatory takeover of the company. Regulators at the federal and international levels are also considering the
imposition of additional capital requirements on certain insurance companies, which may include us, that may augment or
even displace state-law RBC standards that apply at the legal entity level, and such capital calculations may be made on
bases other than the statutory statements of our insurance subsidiaries. See “Our status as a nonbank systemically important
financial institution, as well as the enactment of Dodd-Frank, will subject us to substantial additional federal regulation, which
may materially and adversely affect our businesses, results of operations and cash flows” and “Actions by foreign governments
and regulators could subject us to substantial additional regulation” below for additional information on increased capital
requirements that may be imposed on us. We cannot predict the effect these initiatives may have on our business, results of
operations, cash flows and financial condition.
The degree of regulation and supervision in foreign jurisdictions varies. AIG subsidiaries operating in foreign jurisdictions must
satisfy local regulatory requirements and it is possible that local licenses may require AIG Parent to meet certain conditions.
Licenses issued by foreign authorities to our subsidiaries are subject to modification and revocation. Accordingly, our insurance
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subsidiaries could be prevented from conducting future business in certain of the jurisdictions where they currently operate.
Adverse actions from any single country could adversely affect our results of operations, liquidity and financial condition,
depending on the magnitude of the event and our financial exposure at that time in that country.
See Item 1. Business – Regulation for further discussion of our regulatory environment.
Our status as a nonbank systemically important financial institution, as well as the enactment of Dodd-Frank, will
subject us to substantial additional federal regulation, which may materially and adversely affect our businesses,
results of operations and cash flows. On July 21, 2010, Dodd-Frank, which effects comprehensive changes to the
regulation of financial services in the United States, was signed into law. Dodd-Frank directs existing and newly created
government agencies and bodies to promulgate regulations implementing the law, an ongoing process anticipated to continue
over the next few years.
We cannot predict the requirements of the regulations ultimately adopted, the level and magnitude of supervision we may
become subject to, or how Dodd-Frank and such regulations will affect the financial markets generally or our businesses,
results of operations or cash flows. It is possible that the regulations adopted under Dodd-Frank and our regulation by the FRB
as a nonbank SIFI could significantly alter our business practices, limit our ability to engage in capital or liability management,
require us to raise additional capital, and impose burdensome and costly requirements and additional costs. Some of the
regulations may also affect the perceptions of regulators, customers, counterparties, creditors or investors about our financial
strength and could potentially affect our financing costs.
See Item 1. Business – Regulation for further discussion of the details of the aforementioned regulations to which AIG and its
businesses are subject.
Actions by foreign governments and regulators could subject us to substantial additional regulation. We cannot
predict the impact laws and regulations adopted in foreign jurisdictions may have on the financial markets generally or our
businesses, results of operations or cash flows. It is possible such laws and regulations, the impact of our designation as a
global systemically important insurer (G-SII) and certain initiatives by the FSB and the IAIS, including development of Basic
Capital Requirements, Higher Loss Absorbency Capacity Requirements and an Insurance Capital Standard, and
implementation of Solvency II in the European Union, may significantly alter our business practices, limit our ability to engage
in capital or liability management, require us to raise additional capital, and impose burdensome requirements and additional
costs. It is possible that the laws and regulations adopted in foreign jurisdictions will differ from one another and that they
could be inconsistent with the laws and regulations of other jurisdictions including the United States.
For further details on these international regulations and their potential impact on AIG and its businesses, see Item 1. Business
– Regulation—Other Regulatory Developments.
The USA PATRIOT Act, the Office of Foreign Assets Control and similar laws that apply to us may expose us to
significant penalties. The operations of our subsidiaries are subject to laws and regulations, including, in some cases, the
USA PATRIOT Act of 2001, which require companies to know certain information about their clients and to monitor their
transactions for suspicious activities. Also, the Department of the Treasury’s Office of Foreign Assets Control administers
regulations requiring U.S. persons to refrain from doing business, or allowing their clients to do business through them, with
certain organizations or individuals on a prohibited list maintained by the U.S. government or with certain countries. The United
Kingdom, the European Union and other jurisdictions maintain similar laws and regulations. Although we have instituted
compliance programs to address these requirements, there are inherent risks in global transactions.
Attempts to efficiently manage the impact of Regulation XXX and Actuarial Guideline AXXX may fail in whole or in part
resulting in an adverse effect on our financial condition and results of operations. The NAIC Model Regulation
“Valuation of Life Insurance Policies” (Regulation XXX) requires insurers to establish additional statutory reserves for term life
insurance policies with long-term premium guarantees and universal life policies with secondary guarantees. In addition, NAIC
Actuarial Guideline 38 (AXXX) (Guideline AXXX) clarifies the application of Regulation XXX as to certain universal life
insurance policies with secondary guarantees.
Our domestic Life Insurance Companies manage the capital impact of statutory reserve requirements under Regulation XXX
and Guideline AXXX through affiliated reinsurance transactions, to maintain their ability to offer competitive pricing and
successfully market such products. See Note 20 to the Consolidated Financial Statements for additional information on
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statutory reserving requirements under Regulation XXX and Guideline AXXX and our use of affiliated reinsurance. The NAIC,
the New York State Department of Financial Services and other regulators have increased their focus on life insurers’ affiliated
reinsurance transactions used to satisfy certain reserve requirements or to manage the capital impact of certain statutory
reserve requirements, particularly transactions using captive insurance companies or special purpose vehicles. While our
domestic Life Insurance Companies do not use captive or special purpose vehicle structures for this purpose, we cannot
predict whether any applicable insurance laws will be changed in a way that prohibits or adversely impacts the use of affiliated
reinsurance. If regulations change, we could be required to increase statutory reserves, increase prices on our products or
incur higher expenses to obtain reinsurance, which could adversely affect our competitive position, financial condition or
results of operations. If our actions to efficiently manage the impact of Regulation XXX or Guideline AXXX on future sales of
term and universal life insurance products are not successful, we may incur higher operating costs or our sales of these
products may be affected.
New regulations promulgated from time to time may affect our businesses, results of operations, financial condition
and ability to compete effectively. Legislators and regulators may periodically consider various proposals that may affect the
profitability of certain of our businesses. New regulations may even affect our ability to conduct certain businesses at all,
including proposals relating to restrictions on the type of activities in which financial institutions are permitted to engage and
the size of financial institutions. These proposals could also impose additional taxes on a limited subset of financial institutions
and insurance companies (either based on size, activities, geography, government support or other criteria). It is uncertain
whether and how these and other such proposals would apply to us or our competitors or how they could impact our
consolidated results of operations, financial condition and ability to compete effectively.
An “ownership change” could limit our ability to utilize tax loss and credit carryforwards to offset future taxable
income. As of December 31, 2014, we had a U.S. federal net operating loss carryforward of approximately $33.0 billion and
$7.1 billion in foreign tax credits (tax loss and credit carryforwards). Our ability to use such tax attributes to offset future taxable
income may be significantly limited if we experience an “ownership change” as defined in Section 382 of the Internal Revenue
Code of 1986, as amended (the Code). In general, an ownership change will occur when the percentage of AIG Parent's
ownership (by value) of one or more “5-percent shareholders” (as defined in the Code) has increased by more than 50 percent
over the lowest percentage owned by such shareholders at any time during the prior three years (calculated on a rolling basis).
An entity that experiences an ownership change generally will be subject to an annual limitation on its pre-ownership change
tax loss and credit carryforwards equal to the equity value of the corporation immediately before the ownership change,
multiplied by the long-term, tax-exempt rate posted monthly by the IRS (subject to certain adjustments). The annual limitation
would be increased each year to the extent that there is an unused limitation in a prior year. The limitation on our ability to
utilize tax loss and credit carryforwards arising from an ownership change under Section 382 would depend on the value of our
equity at the time of any ownership change. If we were to experience an “ownership change”, it is possible that a significant
portion of our tax loss and credit carryforwards could expire before we would be able to use them to offset future taxable
income.
On March 9, 2011, our Board adopted our Tax Asset Protection Plan (the Plan) to help protect these tax loss and credit
carryforwards, and on January 8, 2014, the Board adopted an amendment to the Plan, extending its expiration date to January
8, 2017. The amendment of the Plan was ratified by our shareholders at our 2014 Annual Meeting of Shareholders. At our
2011 Annual Meeting of Shareholders, shareholders adopted a protective amendment to our Restated Certificate of
Incorporation (Protective Amendment), which is designed to prevent certain transfers of AIG Common Stock that could result in
an “ownership change.” At our 2014 Annual Meeting of Shareholders, our shareholders approved an amendment to our
Restated Certificate of Incorporation to adopt a successor to the Protective Amendment that contains substantially the same
terms as the Protective Amendment and that expires on May 12, 2017, the third anniversary of the date of our 2014 Annual
Meeting of Shareholders.
The Plan is designed to reduce the likelihood of an “ownership change” by (i) discouraging any person or group from becoming
a 4.99 percent shareholder and (ii) discouraging any existing 4.99 percent shareholder from acquiring additional shares of AIG
Common Stock. The Protective Amendment generally restricts any transfer of AIG Common Stock that would (i) increase the
ownership by any person to 4.99 percent or more of AIG stock then outstanding or (ii) increase the percentage of AIG stock
owned by a Five Percent Stockholder (as defined in the Plan). Despite the intentions of the Plan and the Protective
Amendment to deter and prevent an “ownership change”, such an event may still occur. In addition, the Plan and the
Protective Amendment may make it more difficult and more expensive to acquire us, and may discourage open market
purchases of AIG Common Stock or a non-negotiated tender or exchange offer for AIG Common Stock. Accordingly, the Plan
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and the Protective Amendment may limit a shareholder’s ability to realize a premium over the market price of AIG Common
Stock in connection with any stock transaction.
Changes in tax laws could increase our corporate taxes, reduce our deferred tax assets or make some of our
products less attractive to consumers. Changes in tax laws or their interpretation could negatively impact our business or
results. Some proposed changes could have the effect of increasing our effective tax rate by reducing deductions or
increasing income inclusions, such as by limiting rules allowing deferral of tax on certain foreign insurance income.
Conversely, other changes, such as lowering the U.S. federal corporate tax rate discussed recently in the context of tax reform,
could reduce the value of our deferred tax assets. In addition, changes in the way foreign taxes can be credited against U.S.
taxes, methods for allocating interest expense, the ways insurance companies calculate and deduct reserves for tax purposes,
and impositions of new or changed premium, value added and other indirect taxes could increase our tax expense, thereby
reducing earnings.
In addition to proposing to change the taxation of corporations in general and insurance companies in particular, the Executive
Branch of the U.S. Government and Congress have considered proposals that could increase taxes on owners of insurance
products. For example, there have been proposals that would have limited the deferral of tax on income from life and annuity
contracts relative to other investment products. These changes could reduce demand in the U.S. for life insurance and annuity
contracts, or cause consumers to shift from these contracts to other investments, which would reduce our income due to lower
sales of these products or potential increased surrenders of in-force business.
The need for governments to seek additional revenue makes it likely that there will be continued proposals to change tax rules
in ways that would reduce our earnings. However, it remains difficult to predict whether or when there will be any tax law
changes having a material adverse effect on our financial condition or results of operations.

COMPETITION AND EMPLOYEES
We face intense competition in each of our businesses. Our businesses operate in highly competitive environments, both
domestically and overseas. Our principal competitors are other large multinational insurance organizations, as well as banks,
investment banks and other nonbank financial institutions. The insurance industry in particular is highly competitive. Within the
U.S., our Non-Life Insurance Companies compete with other stock companies, specialty insurance organizations, mutual
insurance companies and other underwriting organizations. Our Life Insurance Companies compete in the U.S. with life
insurance companies and other participants in related financial services fields. Overseas, our subsidiaries compete for
business with the foreign insurance operations of large U.S. insurers and with global insurance groups and local companies.
The past reduction of our credit ratings and past negative publicity have made, and may continue to make, it more difficult to
compete to retain existing customers and to maintain our historical levels of business with existing customers and
counterparties. General insurance and life insurance companies compete through a combination of risk acceptance criteria,
product pricing, and terms and conditions. Retirement services companies compete through crediting rates and the issuance
of guaranteed benefits. A decline in our position as to any one or more of these factors could adversely affect our profitability.
Competition for employees in our industry is intense, and we may not be able to attract and retain the highly skilled
people we need to support our business. Our success depends, in large part, on our ability to attract and retain key people.
Due to the intense competition in our industry for key employees with demonstrated ability, we may be unable to hire or retain
such employees. Losing any of our key people also could have a material adverse effect on our operations given their skills,
knowledge of our business, years of industry experience and the potential difficulty of promptly finding qualified replacement
employees. Our results of operations and financial condition could be materially adversely affected if we are unsuccessful in
attracting and retaining key employees.
Managing key employee succession and retention is critical to our success. We would be adversely affected if we fail to
adequately plan for the succession of our senior management and other key employees. While we have succession plans and
long-term compensation plans designed to retain our employees, our succession plans may not operate effectively and our
compensation plans cannot guarantee that the services of these employees will continue to be available to us.
Employee error and misconduct may be difficult to detect and prevent and may result in significant losses. There have
been a number of cases involving fraud or other misconduct by employees in the financial services industry in recent years and
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we run the risk that employee misconduct could occur. Instances of fraud, illegal acts, errors, failure to document transactions
properly or to obtain proper internal authorization, misuse of customer or proprietary information, or failure to comply with
regulatory requirements or our internal policies may result in losses. It is not always possible to deter or prevent employee
misconduct, and the controls that we have in place to prevent and detect this activity may not be effective in all cases.

ESTIMATES AND ASSUMPTIONS
Estimates used in the preparation of financial statements and modeled results used in various areas of our business
may differ materially from actual experience. Our financial statements are prepared in conformity with U.S. Generally
Accepted Accounting Principles (U.S. GAAP), which requires the application of accounting policies that often involve a
significant degree of judgment. The accounting policies that we consider most dependent on the application of estimates and
assumptions, and therefore may be viewed as critical accounting estimates, are described in Item 7. MD&A — Critical
Accounting Estimates. These accounting estimates require the use of assumptions, some of which are highly uncertain at the
time of estimation. These estimates are based on judgment, current facts and circumstances, and, when applicable, internally
developed models. Therefore, actual results could differ from these estimates, possibly in the near term, and could have a
material effect on our consolidated financial statements.
In addition, we employ models to price products, calculate reserves and value assets, as well as evaluate risk and determine
capital requirements, among other uses. These models rely on estimates and projections that are inherently uncertain, may
use incomplete, outdated or incorrect data or assumptions and may not operate properly. As our businesses continue to
expand and evolve, the number and complexity of models we employ has grown, increasing our exposure to error in the
design, implementation or use of models, including the associated input data, controls and assumptions and the controls we
have in place to mitigate their risk may not be effective in all cases.
Changes in accounting principles and financial reporting requirements could impact our reported results of
operations and our reported financial position. Our financial statements are subject to the application of U.S. GAAP, which
is periodically revised. Accordingly, from time to time, we are required to adopt new or revised accounting standards issued
by recognized authoritative bodies, including the Financial Accounting Standards Board (FASB). The impact of accounting
pronouncements that have been issued but are not yet required to be implemented is disclosed in Note 2 to the Consolidated
Financial Statements.
The FASB and International Accounting Standards Board (IASB) have ongoing projects to revise accounting standards for
insurance contracts. The FASB has focused on disclosures for short-duration insurance contracts, which primarily relate to our
property casualty products, and on targeted improvements to accounting measurements and disclosures for long-duration
insurance contracts, which primarily relate to our life and annuity products. The IASB continues to contemplate significant
changes to accounting measurements for both short and long-duration insurance contracts. While the final resolution of
changes to U.S. GAAP and International Financial Reporting Standards pursuant to these projects remains unclear, changes
to the manner in which we account for insurance products could have a significant impact on our future financial reports,
operations, capital management and business. Further, the adoption of a new insurance contracts standard as well as other
future accounting standards could have a material effect on our reported results of operations and reported financial condition.
Changes in our assumptions regarding the discount rate, expected rate of return, and expected compensation for our
pension and other postretirement benefit plans may result in increased expenses and reduce our profitability. We
determine our pension and other postretirement benefit plan costs based on assumed discount rates, expected rates of return
on plan assets, expected increases in compensation levels and trends in health care costs. Changes in these assumptions,
including from the impact of a sustained low interest rate environment, may result in increased expenses and reduce our
profitability. See Note 22 to the Consolidated Financial Statements for further details on our pension and postretirement benefit
plans.

ITEM 1B / UNRESOLVED STAFF COMMENTS
There are no material unresolved written comments that were received from the SEC staff 180 days or more before the end of
our fiscal year relating to periodic or current reports under the Exchange Act.
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ITEM 2 / PROPERTIES
We operate from approximately 400 offices in the United States and approximately 500 offices in over 75 foreign countries.
The following offices are located in buildings in the United States owned by us:
Non-Life Insurance Companies:

Life Insurance Companies:

• Wilmington, Delaware

• Amarillo and Houston, Texas

• Stevens Point, Wisconsin
• Greensboro and Winston-Salem, North Carolina
Corporate and Other:
• 175 Water Street in New York, New York
• Livingston, New Jersey
• Stowe, Vermont
• Ft. Worth, Texas
In addition, Non-Life Insurance Companies own offices in approximately 20 foreign countries and jurisdictions including
Argentina, Bermuda, Colombia, Ecuador, Japan, Mexico, the U.K., Taiwan, and Venezuela. The remainder of the office space
we utilize is leased. We believe that our leases and properties are sufficient for our current purposes.

LOCATIONS OF CERTAIN ASSETS
As of December 31, 2014, approximately 10 percent of our consolidated assets were located outside the U.S. and Canada,
including $608 million of cash and securities on deposit with regulatory authorities in those locations. See Note 3 to the
Consolidated Financial Statements for additional geographic information. See Note 6 to the Consolidated Financial Statements
for total carrying amounts of cash and securities deposited by our insurance subsidiaries under requirements of regulatory
authorities.
Operations outside the U.S. and Canada and assets held abroad may be adversely affected by political developments in
foreign countries, including tax changes, nationalization and changes in regulatory policy, as well as by consequence of
hostilities and unrest. The risks of such occurrences and their overall effect upon us vary from country to country and cannot
be predicted. If expropriation or nationalization does occur, our policy is to take all appropriate measures to seek recovery of
any affected assets. Certain of the countries in which our business is conducted have currency restrictions that generally
cause a delay in a company’s ability to repatriate assets and profits. See also Item 1A. Risk Factors — Business and
Operations for additional information.
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ITEM 3 / LEGAL PROCEEDINGS
For a discussion of legal proceedings, see Note 16 — Contingencies, Commitments and Guarantees to the Consolidated
Financial Statements, which is incorporated herein by reference.

ITEM 4 / MINE SAFETY DISCLOSURES
Not applicable.
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PART II
ITEM 5 / MARKET FOR REGISTRANT’S COMMON EQUITY,
RELATED STOCKHOLDER MATTERS AND ISSUER PURCHASES
OF EQUITY SECURITIES
AIG’s common stock, par value $2.50 per share (AIG Common Stock), is listed on the New York Stock Exchange (NYSE: AIG),
as well as on the Tokyo Stock Exchange. There were approximately 31,585 stockholders of record of AIG Common Stock as of
February 12, 2015.
The following table presents high and low closing sale prices of AIG Common Stock on the New York Stock Exchange
Composite Tape for each quarter of 2014 and 2013, and the dividends declared per share during those periods:

First quarter
Second quarter
Third quarter
Fourth quarter

$

High
52.22 $
55.72
56.33
56.51

2014

Low
Dividends
46.88 $
0.125 $
49.40
0.125
51.98
0.125
49.40
0.125

High
39.58
46.21
50.57
52.30

2013
$

Low
Dividends
34.84 $
37.69
44.22
0.10
47.30
0.10

DIVIDENDS
On February 12, 2015, our Board of Directors declared a cash dividend on AIG Common Stock of $0.125 per share, payable
on March 26, 2015 to shareholders of record on March 12, 2015.
Any payment of dividends must be approved by AIG’s Board of Directors. In determining whether to pay any dividend, our
Board of Directors may consider AIG’s financial position, the performance of our businesses, our consolidated financial
condition, results of operations and liquidity, available capital, the existence of investment opportunities, and other factors. AIG
may become subject to restrictions on the payment of dividends and purchases of AIG Common Stock as a nonbank SIFI and
a G-SII. See Item 1. Business — Regulation and Item 1A. Risk Factors — Regulation for further discussion.
For a discussion of certain restrictions on the payment of dividends to AIG by some of its insurance subsidiaries, see Item 1A.
Risk Factors — Liquidity, Capital and Credit — AIG Parent’s ability to access funds from our subsidiaries is limited, and Note
20 to the Consolidated Financial Statements.

EQUITY COMPENSATION PLANS
Our table of equity compensation plans will be included in the definitive proxy statement for AIG’s 2015 Annual Meeting of
Shareholders. The definitive proxy statement will be filed with the SEC no later than 120 days after the end of AIG’s fiscal year
pursuant to Regulation 14A.
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PURCHASES OF EQUITY SECURITIES
The following table provides the information with respect to purchases made by or on behalf of AIG or any “affiliated
purchaser” (as defined in Rule 10b-18(a)(3) under the Securities Exchange Act of 1934) of AIG Common Stock during
the three months ended December 31, 2014:

Period
October 1 - 31
November 1 - 30
December 1 - 31
Total

Total Number
of Shares
Repurchased
3,868,300 $
10,176,278
13,816,007
27,860,585 $

Average
Price Paid
per Share
54.52
54.03
54.80
54.48

Total Number of Shares
Purchased as Part of Publicly
Announced Plans or Programs
3,868,300
10,176,278
13,816,007
27,860,585

$
$

Approximate Dollar Value of Shares
that May Yet Be Purchased Under the
Plans or Programs (in millions)
1,500
750
-

On August 1, 2013, our Board of Directors authorized the repurchase of shares of AIG Common Stock, with an aggregate
purchase price of up to $1.0 billion, from time to time in the open market, private purchases, through forward, derivative,
accelerated repurchase or automatic repurchase transactions or otherwise. On February 13, 2014, June 5, 2014 and October
31, 2014, our Board of Directors authorized increases to the August 1, 2013 repurchase authorization of AIG Common Stock of
an aggregate of $4.5 billion.
During the three-month period ended December 31, 2014, we repurchased approximately 27.9 million shares of AIG Common
Stock under this authorization for an aggregate purchase price of approximately $1.5 billion.
The total number of shares of AIG Common Stock repurchased in the three-month period ended December 31, 2014, and the
aggregate purchase price of those shares, each as set forth above, reflect our payment of $1.4 billion under two ASR
agreements executed in the fourth quarter of 2014 and the receipt of approximately 22.2 million shares of AIG Common Stock,
including the initial receipt of 70 percent of the total notional share equivalent, or approximately 9.2 million shares of AIG
Common Stock, under an ASR agreement executed in December 2014. That ASR agreement settled in January 2015, at
which time we received approximately 3.5 million additional shares of AIG Common Stock based on a formula specified by the
terms of the ASR Agreement. The total number of shares of AIG Common Stock repurchased in the three-month period ended
December 31, 2014 also includes (but the aggregate purchase price does not include) approximately 3.9 million shares of AIG
Common Stock received in October 2014 upon the settlement of an ASR agreement executed in the third quarter of 2014.
On February 12, 2015, our Board of Directors authorized an additional increase to the August 1, 2013 repurchase
authorization of AIG Common Stock of $2.5 billion, resulting in an aggregate remaining authorization on such date of
approximately $2.5 billion. Shares may be repurchased from time to time under this authorization in the open market, private
purchases, through forward, derivative, accelerated repurchase or automatic repurchase transactions or otherwise. The timing
of any future share repurchases will depend on market conditions, our financial condition, results of operations, liquidity and
other factors.
See Note 17 to the Consolidated Financial Statements for additional information on AIG share purchases.
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COMMON STOCK PERFORMANCE GRAPH
The following Performance Graph compares the cumulative total shareholder return on AIG Common Stock for a five-year
period (December 31, 2009 to December 31, 2014) with the cumulative total return of the S&P’s 500 stock index (which
includes AIG) and a peer group of companies consisting of 15 insurance companies to which we compare our business and
operations:
• ACE Limited

• Lincoln National Corporation

• AEGON, N.V.

• MetLife, Inc.

• Aflac Incorporated

• Principal Financial Group, Inc.

• Allianz Group

• Prudential Financial, Inc.

• AXA Group

• The Travelers Companies, Inc.

• The Chubb Corporation

• XL Capital Ltd.

• CNA Financial Corporation

• Zurich Insurance Group

• The Hartford Financial Services Group, Inc.
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Five-Year Cumulative Total Shareholder Returns
Value of $100 Invested on December 31, 2009

Dividend reinvestment has been assumed and returns have been weighted to reflect relative stock market capitalization.

2009

AIG
S&P 500
Peer Group

$ 100.00
100.00
100.00

As of December 31,
2011
2012

2010

$ 192.19
115.06
108.02
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$

94.28
117.49
93.68

$ 143.45
136.30
120.29

2013

$

208.29
180.44
178.80

2014

$ 230.67
205.14
180.92
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ITEM 6 / SELECTED FINANCIAL DATA
The Selected Consolidated Financial Data should be read in conjunction with Management’s Discussion and Analysis
of Financial Condition and Results of Operations and the Consolidated Financial Statements and accompanying
notes included elsewhere herein.
Years Ended December 31,
(in millions, except per share data)

2014

2013

2012

2011

37,254 $

37,499 $

38,189 $

39,026 $

2010

Revenues:
Premiums

$

Policy fees
Net investment income
Net realized capital gains (losses)
Aircraft leasing revenue

45,352

2,615

2,340

2,192

2,197

2,334

16,079

15,810

20,343

14,755

20,934

739

1,939

1,087

803

1,602

4,420

4,504

4,508

(763)
4,749

Other income

6,117

6,866

4,899

3,861

5,720

Total revenues

64,406

68,874

71,214

65,150

78,326

Benefits, losses and expenses:
28,281

29,503

32,036

33,523

41,429

Interest credited to policyholder account balances

Policyholder benefits and losses incurred

3,768

3,892

4,340

4,432

4,483

Amortization of deferred policy acquisition costs

5,330

5,157

5,709

5,486

5,821

13,138

13,564

13,013

11,783

14,358

Interest expense

1,718

2,142

2,319

2,444

6,742

Net loss on extinguishment of debt

2,282

651

32

2,908

104

Aircraft leasing expenses

1,585

4,549

4,138

5,401

5,289

General operating and other expenses

48

6,736

74

53,905

(2,197)

59,506

68,323

66,051

10,501

9,368

2,891

Income tax expense (benefit)

2,927

360

Income from continuing operations

7,574

9,008

Net (gain) loss on sale of properties and divested businesses
Total benefits, losses and expenses
Income (loss) from continuing operations before income taxes

(a)

Income (loss) from discontinued operations, net of taxes

(50)

Net income

7,524

(808)
3,699

(901)

(19,566)
58,660
19,666

(19,764)

6,736

18,863

12,930

84

1

2,467

9,092

3,700

21,330

(645)
12,285

Net income (loss) from continuing operations attributable to
noncontrolling interests:

(5)
7,529

Net income attributable to AIG

7

262

708

10,058

9,085

3,438

20,622

10,058

16.02

Income per common share attributable to AIG
common shareholders
Basic
Income from continuing operations

5.31

6.11

2.04

9.65

Income (loss) from discontinued operations

(0.04)

0.05

-

1.36

Net income attributable to AIG

5.27

6.16

2.04

11.01

14.98
16.02

(1.04)

Diluted
Income from continuing operations

5.24

6.08

2.04

9.65

Income (loss) from discontinued operations

(0.04)

0.05

-

1.36

Net income attributable to AIG

5.20

6.13

2.04

11.01

14.98

0.50

0.20

-

-

-

Total investments

355,766

356,428

375,824

410,438

410,412

Total assets

515,581

541,329

548,633

553,054

675,573

31,217

41,693

48,500

75,253

106,461

Total liabilities

408,309

440,218

449,630

442,138

568,363

Total AIG shareholders' equity

106,898

100,470

98,002

101,538

78,856

Total equity

107,272

101,081

98,669

102,393

106,776

77.69

68.62

66.38

53.53

561.40

69.98

64.28

57.87

50.11

498.25

Dividends declared per common share

(1.04)

Year-end balance sheet data:

Long-term debt

Book value per share

(b)

Book value per share, excluding Accumulated other
comprehensive income (loss)

(b)
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Years Ended December 31,
2014

(in millions, except per share data)

2013

2012

2011

2010

Other data (from continuing operations):
Other-than-temporary impairments

247

Adjustment to federal deferred tax valuation allowance

(181)

Amortization of prepaid commitment fee asset
Catastrophe-related losses

(c)

$

232
(3,165)

-

-

728 $

787 $

1,050

1,142

2,834

(1,907)

(18,307)

1,361

2,652 $

49

3,471

3,307 $

1,076

(a) Reduced by fourth quarter reserve strengthening charges of $4.2 billion in 2010 related to the annual review of our property casualty businesses liability for
unpaid losses and loss adjustment expenses.
(b) Book value per share, excluding Accumulated other comprehensive income (loss) is a non-GAAP measure. See Item 7. MD&A — Use of Non-GAAP
Measures for additional information. Comparability of 2010 is affected by a one for twenty reverse stock split.
(c) Catastrophe-related losses are generally weather or seismic events having a net impact on our property casualty businesses in excess of $10 million each.

Items Affecting Comparability Between Periods
The following are significant developments that affected multiple periods and financial statement captions. Other items that
affected comparability are included in the footnotes to the table presented immediately above.

Adjustments to Federal Deferred Tax Valuation Allowance
We concluded that $18.4 billion of the deferred tax asset valuation allowance for the U.S. consolidated income tax group
should be released through the Consolidated Statements of Income in 2011. The valuation allowance resulted primarily from
losses subject to U.S. income taxes recorded from 2008 through 2010. See Note 24 to the Consolidated Financial Statements
for further discussion.

Capitalization and Book Value Per Share
On January 14, 2011, we completed a series of integrated transactions to recapitalize AIG (the Recapitalization) with the
Department of the Treasury, the FRBNY and AIG Credit Facility Trust, including the repayment of all amounts owed under the
Credit Facility with the FRBNY (the FRBNY Credit Facility). As a result of the closing of the Recapitalization on January 14,
2011, the remaining preferred interests (the SPV Preferred Interests) in the special purpose vehicles that held remaining AIA
Group Limited (AIA) shares and the proceeds of the AIA initial public offering and the American Life Insurance Company
(ALICO) sale (the AIA SPV and ALICO SPV, respectively) held by the FRBNY of approximately $26.4 billion were purchased
by AIG and transferred to the Department of the Treasury. The SPV Preferred Interests were no longer considered permanent
equity on AIG’s Consolidated Balance Sheets, and were classified as redeemable noncontrolling interests. See Note 18 to the
Consolidated Financial Statements for further discussion.
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The following table presents pro forma ratios as if the Recapitalization had been consummated in 2010 and a
reconciliation of book value per share to book value per share, excluding Accumulated other comprehensive income
(loss), which is a non-GAAP measure. See Item 7. MD&A — Use of Non-GAAP Measures for additional information.*
At December 31,
2014

(in millions, except per share data)

Total AIG shareholders' equity

$

2013

106,898 $

100,470 $

2012
98,002 $

2011
101,538 $

2010
78,856

Recapitalization

-

-

-

-

(3,328)

Value on conversion of equity units

-

-

-

-

2,169

106,898

100,470

98,002

101,538

77,697

10,617

6,360

12,574

6,481

8,871

Pro forma shareholders' equity
Accumulated other comprehensive income
Total AIG shareholders' equity, excluding
accumulated other comprehensive income

$

Total common shares outstanding

96,281 $

94,110 $

85,428 $

95,057 $

69,985

1,375,926,971

1,464,063,323

1,476,321,935

1,896,821,482

Issuable for equity units

-

-

-

-

2,854,069

Shares assumed converted

-

-

-

-

1,655,037,962

1,375,926,971

1,464,063,323

1,476,321,935

1,896,821,482

1,798,355,190

Pro forma common shares outstanding
Book value per common share

140,463,159

$

77.69 $

68.62 $

66.38 $

53.53 $

561.40

$

69.98 $

64.28 $

57.87 $

50.11 $

498.25

N/A

N/A

N/A

N/A $

43.20

N/A

N/A

N/A

N/A $

38.27

Book value per common share, excluding
accumulated other comprehensive income
Pro forma book value per share
Pro forma book value per share, excluding
accumulated other comprehensive income

* Amounts for periods after December 31, 2010 have been revised to reflect reclassification of income taxes from AOCI to additional paid in capital to correct
the presentation of components of AIG shareholders’ equity. These income tax items related to the creation in 2009 of special purpose vehicles that held our
interests in AIA and ALICO. There was no effect on Total AIG shareholders’ equity or on Total equity as a result of this reclassification.

FRBNY Activity and Effect on Interest Expense in 2010
The decline in interest expense in 2010 was due primarily to a reduced weighted-average interest rate on borrowings, a lower
average outstanding balance and a decline in amortization of the prepaid commitment fee asset related to the partial
repayment of the FRBNY Credit Facility. On January 14, 2011, AIG repaid the remaining $20.7 billion and terminated this
facility, resulting in a net $3.3 billion pretax charge in the first quarter of 2011, representing primarily the accelerated
amortization of the remaining prepaid commitment fee asset included in Net loss on extinguishment of debt.
As a result of the closing of the Recapitalization on January 14, 2011, the SPV Preferred Interests in the special purpose
vehicles that held remaining AIA shares and the proceeds of the AIA initial public offering and the ALICO sale (the SPVs) were
transferred to the Department of the Treasury. After such closing, the SPV Preferred Interests were not considered permanent
equity on AIG’s Consolidated Balance Sheets and were classified as redeemable noncontrolling interests.

Asset Dispositions in 2011 and 2014
We completed the sale of ILFC on May 14, 2014, as further discussed in Note 4 to the Consolidated Financial Statements, and
executed multiple asset dispositions in 2011.
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ITEM 7 / MANAGEMENT’S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

CAUTIONARY STATEMENT REGARDING FORWARD-LOOKING INFORMATION
This Annual Report on Form 10-K and other publicly available documents may include, and officers and representatives of
American International Group, Inc. (AIG) may from time to time make, projections, goals, assumptions and statements that
may constitute “forward-looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995. These
projections, goals, assumptions and statements are not historical facts but instead represent only our belief regarding future
events, many of which, by their nature, are inherently uncertain and outside our control. These projections, goals, assumptions
and statements include statements preceded by, followed by or including words such as “believe,” “anticipate,” “expect,”
“intend,” “plan,” “view,” “target” or “estimate.” These projections, goals, assumptions and statements may address, among
other things, our:
• return on equity and earnings per share;

• exposures to subprime mortgages, monoline insurers, the
residential and commercial real estate markets, state and
municipal bond issuers, sovereign bond issuers, the
energy sector and currency exchange rates;

• strategies to grow net investment income, efficiently
manage capital and reduce expenses;
• strategies for customer retention, growth, product
development, market position, financial results and
reserves; and

• exposure to European governments and European
financial institutions;
• strategy for risk management;

• the revenues and combined ratios of our subsidiaries.

• generation of deployable capital;
It is possible that our actual results and financial condition will differ, possibly materially, from the results and financial condition
indicated in these projections, goals, assumptions and statements. Factors that could cause our actual results to differ,
possibly materially, from those in the specific projections, goals, assumptions and statements include:
• judgments concerning casualty insurance underwriting and
insurance liabilities;

• changes in market conditions;
• the occurrence of catastrophic events, both natural and
man-made;

• judgments concerning the recognition of deferred tax
assets; and

• significant legal proceedings;

• such other factors discussed in:

• the timing and applicable requirements of any new
regulatory framework to which we are subject as a
nonbank systemically important financial institution (SIFI)
and as a global systemically important insurer (G-SII);

•

Part I, Item 1A. Risk Factors of this Annual Report on
Form 10-K; and

• this Part II, Item 7. Management’s Discussion and
Analysis of Financial Condition and Results of
Operations (MD&A) of this Annual Report on Form
10-K.

• concentrations in our investment portfolios;
• actions by credit rating agencies;

We are not under any obligation (and expressly disclaims any obligation) to update or alter any projections, goals, assumptions
or other statements, whether written or oral, that may be made from time to time, whether as a result of new information, future
events or otherwise.
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Throughout the MD&A, we use certain terms and abbreviations which are summarized in the Glossary and Acronyms.
We have incorporated into this discussion a number of cross-references to additional information included throughout this
Annual Report on Form 10-K to assist readers seeking additional information related to a particular subject.
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USE OF NON-GAAP MEASURES
In Item 6. Selected Financial Data and throughout this MD&A, we present our financial condition and results of operations in the
way we believe will be most meaningful and representative of our business results. Some of the measurements we use are
“non-GAAP financial measures” under SEC rules and regulations. GAAP is the acronym for “accounting principles generally
accepted in the United States.” The non-GAAP financial measures we present may not be comparable to similarly-named
measures reported by other companies.
Book Value Per Share Excluding Accumulated Other Comprehensive Income (AOCI) is used to show the amount of our
net worth on a per-share basis. We believe Book Value Per Share Excluding AOCI is useful to investors because it eliminates
the effect of non-cash items that can fluctuate significantly from period to period, including changes in fair value of our
available for sale securities portfolio and foreign currency translation adjustments. Book Value Per Share Excluding AOCI is
derived by dividing Total AIG shareholders’ equity, excluding AOCI, by Total common shares outstanding. The reconciliation to
book value per common share, the most comparable GAAP measure, is presented in Item 6. Selected Financial Data.
We use the following operating performance measures because we believe they enhance the understanding of the underlying
profitability of continuing operations and trends of our business segments. We believe they also allow for more meaningful
comparisons with our insurance competitors. When we use these measures, reconciliations to the most comparable GAAP
measure are provided in the Results of Operations section of this MD&A on a consolidated basis.
After-tax operating income attributable to AIG is derived by excluding the following items from net income attributable to
AIG:
• income or loss from discontinued operations;

• deferred income tax valuation allowance releases and
charges;

• income and loss from divested businesses, including:
• changes in fair value of fixed maturity securities designated
to hedge living benefit liabilities (net of interest expense);

• gain on the sale of International Lease Finance
Corporation (ILFC); and

• changes in benefit reserves and deferred policy acquisition
costs (DAC), value of business acquired (VOBA), and
sales inducement assets (SIA) related to net realized
capital gains and losses;

• certain post-acquisition transaction expenses incurred
by AerCap Holdings N.V. (AerCap) in connection with its
acquisition of ILFC and the difference between
expensing AerCap’s maintenance rights assets over the
remaining lease term as compared to the remaining
economic life of the related aircraft and related tax
effects;

• other income and expense — net, related to Corporate and
Other run-off insurance lines;
• loss on extinguishment of debt;

• legacy tax adjustments primarily related to certain changes
in uncertain tax positions and other tax adjustments; and

• net realized capital gains and losses;

• legal reserves and settlements related to legacy crisis
matters, which include favorable and unfavorable
settlements related to events leading up to and resulting
from our September 2008 liquidity crisis and legal fees
incurred as the plaintiff in connection with such legal
matters.

• non-qualifying derivative hedging activities, excluding net
realized capital gains and losses;
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We use the following operating performance measures within our Commercial Insurance and Consumer Insurance reportable
segments as well as Corporate and Other.
• Commercial Insurance: Property Casualty and Mortgage Guaranty; Consumer Insurance: Personal Insurance





Pre-tax operating income: includes both underwriting income and loss and net investment income, but excludes net
realized capital gains and losses, other income and expense — net and legal settlements related to legacy crisis matters
described above. Underwriting income and loss is derived by reducing net premiums earned by losses and loss
adjustment expenses incurred, acquisition expenses and general operating expenses.



Ratios: We, along with most property and casualty insurance companies, use the loss ratio, the expense ratio and the
combined ratio as measures of underwriting performance. These ratios are relative measurements that describe, for
every $100 of net premiums earned, the amount of losses and loss adjustment expenses, and the amount of other
underwriting expenses that would be incurred. A combined ratio of less than 100 indicates underwriting income and a
combined ratio of over 100 indicates an underwriting loss. The underwriting environment varies across countries and
products, as does the degree of litigation activity, all of which affect such ratios. In addition, investment returns, local
taxes, cost of capital, regulation, product type and competition can have an effect on pricing and consequently on
profitability as reflected in underwriting income and associated ratios.



Accident year loss and combined ratios, as adjusted: both the accident year loss and combined ratios, as adjusted,
exclude catastrophe losses and related reinstatement premiums, prior year development, net of premium adjustments,
and the impact of reserve discounting. Catastrophe losses are generally weather or seismic events having a net impact
in excess of $10 million each.

Commercial Insurance: Institutional Markets; Consumer Insurance: Retirement and Life






Pre-tax operating income is derived by excluding the following items from pre-tax income:
• changes in fair values of fixed maturity securities
designated to hedge living benefit liabilities (net of
interest expense);

• changes in benefit reserves and DAC, VOBA and SIA
related to net realized capital gains and losses; and

• net realized capital gains and losses;

• legal settlements related to legacy crisis matters
described above.

Premiums and deposits: includes direct and assumed amounts received and earned on traditional life insurance
policies, group benefit policies and life-contingent payout annuities, as well as deposits received on universal life,
investment-type annuity contracts and mutual funds.

Corporate and Other — Pre-tax operating income and loss is derived by excluding the following items from pre-tax
income and loss:
• net gain or loss on sale of divested businesses,
including:

• loss on extinguishment of debt;
• net realized capital gains and losses;
• changes in benefit reserves and DAC, VOBA and SIA
related to net realized capital gains and losses;
• income and loss from divested businesses, including
Aircraft Leasing;



gain on the sale of ILFC; and



certain post-acquisition transaction expenses incurred
by AerCap in connection with its acquisition of ILFC
and the difference between expensing AerCap’s
maintenance rights assets over the remaining lease
term as compared to the remaining economic life of
the related aircraft and our share of AerCap’s income
taxes; and

• certain legal reserves (settlements) related to legacy
crisis matters described above.
Results from discontinued operations are excluded from all of these measures.
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Executive Overview
This overview of the MD&A highlights selected information and may not contain all of the information that is important to
current or potential investors in AIG’s securities. You should read this Annual Report on Form 10-K in its entirety for a complete
description of events, trends, uncertainties, risks and critical accounting estimates affecting us.
In the fourth quarter of 2014, we completed our previously announced reorganization of our commercial and consumer
insurance businesses and modified the presentation of our results to reflect our new operating structure. The new operating
structure includes two reportable segments, Commercial Insurance and Consumer Insurance, and a Corporate and Other
category. The Corporate and Other category consists of businesses and items not allocated to our reportable segments. Prior
to the fourth quarter of 2014, we reported our results through two reportable segments – AIG Property Casualty and AIG Life
and Retirement.
In order to align financial reporting with the manner in which our chief operating decision makers review the businesses to
assess performance and make decisions about resources to be allocated, the Commercial Insurance and Consumer
Insurance reportable segments include the following operating segments:
• Commercial property casualty, mortgage guaranty and institutional markets businesses, which were previously reported
as components of AIG Property Casualty, Other operations and AIG Life and Retirement, respectively, are now reported
as components of the Commercial Insurance reportable segment.
• Consumer property casualty business and Japan life insurance business, which were previously reported as components
of AIG Property Casualty, and our retail life and retirement and institutional group retirement and group benefits
businesses, which were previously reported as components of AIG Life and Retirement, are now reported as
components of the Consumer Insurance reportable segment.
• Insurance run-off lines of business, which were previously reported in AIG Property Casualty's Other category, are now
reported as a component of the Corporate and Other category.
Prior periods have been revised to conform to the current period presentation for the above segment changes.

Presentation Changes
We reclassified our presentation for certain Policy fees, along with a related portion of Amortization of deferred policy
acquisition costs, from their respective captions to Net realized capital gains (losses) and Changes in benefit reserves and
DAC, VOBA and SIA related to net realized capital gains (losses), respectively. The reclassification of these policy fees, which
are related primarily to guaranteed minimum withdrawal benefits (GMWB) embedded derivatives in our variable annuity
products, to realized capital gains (losses), consolidates the fees from these embedded derivatives with the associated change
in fair value of such derivatives. The reclassifications reduced pre-tax operating income and after-tax operating income, but
had no effect on GAAP basis Total revenues, Income from continuing operations before income tax expense (benefit) or Net
income.
Also, revisions were made to change the classification of certain miscellaneous income from General operating and other
expenses to premiums, and of certain broker-dealer fees from General operating and other expenses to other income, to
conform with the current period presentation. There was no effect on pre-tax or after-tax operating income, income from
continuing operations or net income.
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The reclassifications and revisions affected previously reported captions as follows:
Years Ended December 31,

Premiums
Policy fees
Net realized capital gains (losses)
Other income
Total
General operating and other expenses
Net income attributable to AIG
Pre-tax operating income
After-tax operating income

2013
2012
As
As
As
As
Previously
Increase
Currently
Previously
Increase Currently
Reported (Decrease)
Reported
Reported
(Decrease) Reported
$
37,350 $
149 $
37,499 $
38,047 $
142 $ 38,189
2,535
(195)
2,340
2,349
(157)
2,192
1,744
195
1,939
930
157
1,087
6,819
47
6,866
4,848
51
4,899
48,448
196 48,644
46,174
193
46,367
13,368
9,085

196
-

13,564
9,085

12,820
3,438

193
-

13,013
3,438

9,561
6,762

(171)
(112)

9,390
6,650

10,082
6,635

(144)
(93)

9,938
6,542

Executive Summary
Financial Performance
Commercial Insurance pre-tax operating income increased in 2014 compared to 2013 primarily due to improved underwriting
results in the Property Casualty and Mortgage Guaranty operating segments partially offset by reduced net investment income
in the Property Casualty and Institutional Markets operating segments.
Consumer Insurance pre-tax operating income decreased in 2014 compared to 2013 primarily due to lower net investment
income, primarily from lower income from alternative investments, and additional reserves for IBNR death claims related to
continued enhancement of claims procedures. These items more than offset favorable performance from our businesses in
2014 compared to 2013, which included growth in policy fees and assets under management primarily from strong sales of
variable and index annuities in Retirement, effective crediting rate management, and higher underwriting income in Personal
Insurance, primarily from improved loss experience and lower general operating expenses.
Our investment portfolio performance improved in 2014 compared to 2013 due to positive performance on bonds for which
we elected the fair value option, driven by movements on interest rates.
Net realized capital gains declined in 2014 compared to 2013 due to lower capital gains from sales of investments related to
capital loss carryforward utilization and higher fair value losses on embedded derivatives related to variable annuity guarantee
features, net of hedges.

Our Performance – Selected Indicators
Years Ended December 31,
(in millions, except per share data and ratios)

Results of operations data:
Total revenues
Income from continuing operations
Net income attributable to AIG
Net income per common share attributable to AIG (diluted)
After-tax operating income attributable to AIG
After-tax operating income per common share attributable
to AIG (diluted)

$
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2014

2013

64,406 $
7,574
7,529
5.20
6,630

68,874 $
9,008
9,085
6.13
6,650

4.58

4.49

2012
71,214
3,699
3,438
2.04
6,542
3.88

I T E M 2 / E X E C U TI V E O V E RV I E W

Key metrics:
Commercial Insurance
Property Casualty combined ratio
Property Casualty accident year combined ratio, as adjusted
Property Casualty net premiums written
Mortgage Guaranty domestic first-lien new insurance written
Institutional Markets premiums and deposits
Consumer Insurance
Personal Insurance combined ratio
Personal Insurance accident year combined ratio, as adjusted
Personal Insurance net premiums written
Retirement premiums and deposits
Life premiums and deposits
Life Insurance Companies assets under management

$

$

100.2
94.2
21,020 $
42,038
3,797

101.6
95.1
20,880 $
49,356
991

110.9
99.3
20,348
37,273
774

99.9
99.5
12,412 $
24,023
4,806
332,847

101.5
102.1
12,700 $
23,729
4,862
317,977

102.1
99.3
13,302
16,048
4,864
290,387

December 31,
2014

(in millions, except per share data)

Balance sheet data:
Total assets
Long-term debt
Total AIG shareholders’ equity
Book value per common share
Book value per common share, excluding AOCI

$

December 31,
2013

515,581 $
31,217
106,898
77.69
69.98

541,329
41,693
100,470
68.62
64.28

TO TAL R E V E N U E S

IN C OME F R O M C O N TI NU I N G OP E R AT I O NS

(in millions)

(in millions)

NE T I N C OME AT T R I B UTAB LE TO AI G

NE T I N C OME P E R C O MM O N S H AR E AT TR IB U TAB L E
TO AI G ( DI LU TE D)

(in millions)
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AF T E R - TAX OP E R AT I N G I NC O M E AT T R IB UTAB L E TO
AI G ( e xclu des ne t re alize d capit al gai ns and ce rt ain
oth e r it ems )

P R E - TAX OP E R AT I N G I NC OM E B Y S E G M E N T
(in millions)

(in millions)

TO TAL AS SE TS

L ON G - TE RM DE BT

(in millions)

(in millions)

TO TAL AI G S H AR E H O LDE RS’ E QU ITY

B O OK VAL U E PE R C OMM O N S H AR E AN D B O OK VAL UE
P E R C O M M O N S H AR E E X C L U D I N G AO C I

(in millions)

*

Includes operating borrowings of other subsidiaries and consolidated investments and hybrid debt securities.
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Investment Highlights
Net investment income increased 1.7 percent to $16.1 billion in 2014 compared to 2013.
Net investment income improved in 2014 compared to 2013 due to positive performance on bonds for which we elected the
fair value option, driven by interest rate movements. While corporate debt securities represented the core of new investment
allocations, we continued to make investments in structured securities and other fixed income securities with favorable risk
versus return characteristics to improve yields and increase net investment income.
Net unrealized gains in our available for sale portfolio increased to approximately $19.0 billion as of December 31, 2014 from
approximately $11.7 billion as of December 31, 2013 due to a decline in interest rates and widening of spreads.
The overall credit rating of our fixed maturity securities portfolio remains largely unchanged from December 31, 2013.

Liquidity and Capital Resources Highlights
We reduced our debt in 2014 as a result of maturities, repayments and repurchases of $16.1 billion, of which $7.5 billion is
related to DIB redemptions and repurchases.
We maintained financial flexibility at AIG Parent in 2014 through $2.6 billion in dividends in the form of cash and fixed
maturity securities from our Non-Life Insurance Companies and $6.8 billion in dividends and loan repayments in the form of
cash and fixed maturity securities from our Life Insurance Companies, which included approximately $829 million of legal
settlement proceeds.
Our Board of Directors increased our share repurchase authorization of AIG Common Stock, par value $2.50 per
share (AIG Common Stock), by an additional $2.5 billion on February 12, 2015. During 2014, we repurchased
approximately 88 million shares of AIG Common Stock for an aggregate purchase price of approximately $4.9 billion. The total
number of shares of AIG Common Stock repurchased in 2014, and the aggregate purchase price of these shares, reflect our
payment of approximately $3.1 billion in the aggregate under five accelerated stock repurchase (ASR) agreements and our
receipt of approximately 53 million shares of AIG Common Stock in the aggregate, including the initial receipt of 70 percent of
the total notional share equivalent, or approximately 9.2 million shares of AIG Common Stock, under an ASR Agreement
executed in December 2014.
We paid a cash dividend on AIG Common Stock of $0.125 per share on each of March 25, 2014, June 24, 2014,
September 25, 2014 and December 18, 2014.
Our Board of Directors declared a cash dividend on AIG Common Stock on February 12, 2015 of $0.125 per share,
payable on March 26, 2015 to shareholders of record on March 12, 2015.
We received net cash proceeds of approximately $2.4 billion from the sale of ILFC after taking into account the
settlement of intercompany loans. This cash amount is in addition to the 97.6 million newly issued AerCap common shares we
received as consideration from the sale.
Additional discussion and other liquidity and capital resources developments are included in Note 17 to the Consolidated
Financial Statements and Liquidity and Capital Resources herein.
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Strategic Outlook
Industry Trends
Our business is affected by industry and economic factors such as interest rates, currency exchange rates, credit and equity
market conditions, catastrophic claims events, regulation, tax policy, competition, and general economic, market and political
conditions. We continued to operate under difficult market conditions in 2014, characterized by factors such as historically low
interest rates, instability in the global markets and slowing growth in emerging markets, China and Euro-Zone economies.
Interest rates remain low relative to historical levels, which has affected our industry by reducing investment returns. In
addition, current market conditions may not necessarily permit insurance companies to increase pricing across all our product
lines.

AIG Priorities for 2015
AIG is focused on the following priorities for 2015:


Improve our focus on our customers to understand their challenges and to help solve their problems;



Improve our cost structure to simplify our operations in ways that bring us closer to our customers;



Improve our technology infrastructure to better serve customers and distribution partners, increase productivity, reduce
expenses, and better position ourselves against our competitors; and



Concentrate on activities that increase our intrinsic value and sustainable profitability.

Outlook for Our Operating Businesses
The outlook for each of our businesses and management initiatives to improve growth and performance in 2015 and over the
longer term is summarized below.
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COMMERCIAL INSURANCE STRATEGIC INITIATIVES AND OUTLOOK
Executive Overview
Customer — Strive to be our customers’ most valued insurer by offering innovative products, superior service and access
to an extensive global network.
Strategic Growth — Grow our higher-value businesses while investing in transformative opportunities.
Underwriting Excellence —Improve our business portfolio through better pricing and risk selection by using enhanced
data, analytics and the application of science to deliver superior risk adjusted returns.
Claims Excellence — Improve claims processes, analytics and tools to deliver superior customer service and decrease
our loss ratio.
Operational Effectiveness —Continue initiatives to modernize our technology and infrastructure; implement best
practices to improve speed and quality of service.
Capital Efficiency — Increase capital fungibility and diversification, streamline our legal entity structure, optimize
reinsurance and improve tax efficiency.
Investment Strategy — Increase asset diversification and take advantage of yield enhancement opportunities to meet our
capital, liquidity, risk and return objectives.

Market Conditions and Industry Trends
Commercial Insurance expects the current low interest rate environment relative to historical levels, currency volatility, and
ongoing uncertainty in global economic conditions will continue to challenge the growth of net investment income and limit
growth in some markets. Due to these conditions and overcapacity in the property casualty insurance industry, Commercial
Insurance has sought to modify terms and conditions, grow profitable segments of the business, exit unprofitable businesses
and develop advanced data analytics to improve profitability.

Property Casualty
Property Casualty has observed improving trends in certain key indicators that may offset the effect of current economic
challenges. In recent years, Property Casualty has benefitted from favorable pricing trends, particularly in the U.S. However,
such trends have tapered off in recent quarters. The property casualty insurance industry is experiencing modest growth as a
result of this positive rate trend and an increase in overall exposures in certain markets. Property Casualty also expects that
expansion in certain growth economies will occur at a faster pace than in developed countries, although at levels lower than
those previously expected due to revised economic assumptions.
Since the second quarter of 2014, within the U.S. commercial property business, Property Casualty observed continued rate
pressure in the U.S. Excess and Surplus lines market, particularly with respect to its natural catastrophe exposed business.
Property Casualty continues to differentiate its capacity from its peers through leveraging management’s significant experience
with catastrophic events, providing loss prevention expertise and maintaining discipline in pricing to internal targets despite
intense competition.
In the U.S., Property Casualty’s exposure to terrorism risk is mitigated by the Terrorism Risk Insurance Act (TRIA) in addition
to limited private reinsurance protections. For additional information on TRIA, see Item 1A. Risk Factors — Reserves and
Exposures and Item 7. MD&A — Enterprise Risk Management — Insurance Operations Risks — Non-Life Insurance
Companies Key Insurance Risks — Terrorism Risk.
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Mortgage Guaranty
While higher residential mortgage interest rates have had an unfavorable impact on new mortgage loan volumes, particularly on
refinancing activity, Mortgage Guaranty expects current residential mortgage interest rates will have a favorable impact on the
persistency of business written in 2012 and 2013, since refinancing of mortgages would be unattractive to homeowners who
originated mortgages at the historically low residential mortgage interest rates prevalent during that period. Mortgage Guaranty
expects that this higher persistency will continue to have a positive effect on its results throughout 2015.
Mortgage Guaranty also expects that newly reported delinquencies will decline during 2015. Mortgage Guaranty believes the
combination of higher persistency and lower new delinquencies, partially offset by a decline in new mortgage loan volumes, will
result in favorable operating results for 2015.

Institutional Markets
Institutional Markets is expected to continue growing its assets under management from increased stable value wrap business,
as well as from disciplined growth through the pursuit of select opportunities related to pension buyouts and GICs.

Strategic Initiatives

Customer
Commercial Insurance strives to be our customers’ most valued insurer. Our investments in engineering, underwriting, claims
services, science and data together are intended to help offer our customers not only innovative products, superb service and
access to an extensive global network but also a superior and rewarding customer experience.

Strategic Growth
Property Casualty’s efforts to better segment its business by industry, geography and type of coverage in order to enhance its
decision making regarding risk acceptance and pricing are ongoing. For example, within workers’ compensation, Property
Casualty has observed different experience and trends based on this segmentation, which helps inform its risk appetite, pricing
and loss mitigation decisions.
Mortgage Guaranty expects to continue as a leading provider of mortgage insurance and seeks to differentiate itself from its
competitors by utilizing its proprietary risk-based pricing strategy. This pricing strategy provides Mortgage Guaranty’s
customers with mortgage insurance products that are priced commensurate with the underwriting risk, which we believe will
result in an appropriately priced, high-quality book of business.
Institutional Markets is expected to continue contributing to growth in assets under management with stable value wraps and
utilizing a disciplined approach to growth and diversification of our business by pursuing select opportunities in areas such as
the pension buyout business.
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Underwriting Excellence
We continue to further enhance our risk selection process and refine technical pricing and producer management, through
enhanced tools and analytics. In addition, we remain focused on managing exposure to capital intensive long-tail lines. We
believe that accident year loss ratios, as adjusted, will continue to improve due to these actions.

Claims Excellence
We continue to reduce loss costs by realizing greater efficiencies in servicing customer claims, introducing improved claims
analytics and services, developing knowledge of the economic drivers of losses which collectively are expected to mitigate
reserve development and legal costs, and improve customer insights and pricing.

Operational Effectiveness
We continue to make strategic investments in systems, processes and talent worldwide, which are expected to create
additional value and greater efficiency in the years ahead. In addition, along with other areas of AIG, Commercial Insurance
continues to leverage its various off-shore centers, taking advantage of opportunities to centralize and standardize processes
and platforms.

Capital Efficiency
Commercial Insurance continues to execute capital management initiatives by enhancing broad-based risk tolerance
guidelines for its operating units, implementing underwriting strategies to increase return on equity by line of business and
reducing exposure to businesses with inadequate pricing and increased loss trends. In addition, Commercial Insurance
remains focused on enhancing its global reinsurance strategy to improve overall capital efficiency, although this strategy may
lead to periodic income statement volatility.
We also continue to streamline our legal entity structure to enhance transparency for regulators and optimize capital and tax
efficiency, particularly with respect to the Non-Life Insurance Companies in the Property Casualty and Personal Insurance
operating segments. Our legal entity restructuring initiatives have enhanced dividend capacity, reduced required capital, and
provided tax benefits for these operations. Additionally, the restructurings allow us to simplify our reinsurance arrangements,
which further facilitate increased capital optimization. In 2014, we completed the integration of our Japan operations into a
holding company structure through the conversion of the American Home Assurance Company’s Japan branch to a subsidiary
of the Japan holding company, American Home Assurance Japan, effective on April 1, 2014. We expect our overall legal entity
restructuring to be substantially completed in 2016, subject to regulatory approvals in the relevant jurisdictions.
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CONSUMER INSURANCE STRATEGIC INITIATIVES AND OUTLOOK
Strategic Initiatives
Customer: Strive to be our customers’ most valued insurer. Through our unique franchise, which brings together a broad
portfolio of retirement, life insurance and personal insurance products offered through multiple distribution networks,
Consumer Insurance aims to provide customers with the products they need, delivered through the channels they prefer.
Information-driven Strategy: Utilize customer insight, analytics and the application of science to optimize customer
acquisition, product profitability, product mix, channel performance and risk management capabilities.
Focused Growth: Invest in areas where Consumer Insurance can grow profitably and sustainably. Target growth in select
markets according to market size, growth potential, market maturity and customer demographics.
Operational Effectiveness: Simplify processes, enhance operating environments, and leverage the best platforms and
tools for multiple operating segments to increase competitiveness, improve service and product capabilities and facilitate
delivery of our target customer experience.
Investment Strategy: Maintain a diversified, high quality portfolio of fixed maturity securities that largely matches the
duration characteristics of related insurance liabilities with assets of comparable duration, and pursue yield-enhancement
opportunities that meet liquidity, risk and return objectives.
Profitability and Capital Management: Deliver solid earnings through disciplined pricing, sustainable underwriting
improvements and diversification of risk, and increase capital efficiency within insurance entities to enhance return on
equity.

Market Conditions and Industry Trends

Retirement
An increasing population of Americans expecting to live longer and placing less reliance on traditional retirement benefits are
seeking financial security as they approach retirement, which continues to drive demand for individual variable and fixed index
annuities with guaranteed income features. In addition, rising tax rates and a desire for higher investment returns have
prompted less risk-averse investors to seek products without guaranteed lifetime income, providing Retirement Income
Solutions the opportunity to further diversify its product portfolio by offering investment-focused variable annuities.
The sustained low interest rate environment has a significant impact on the annuity industry. Low long-term interest rates put
pressure on long-term investment returns, negatively affect sales of interest rate sensitive products and reduce future profits
on certain existing fixed rate products. As long as the sustained low interest rate environment continues, market conditions will
be challenging for the fixed annuity market. In addition, more highly leveraged providers have entered the market offering
higher crediting rates.
Despite the challenging environment where long-term interest rates have continued to remain low relative to historical levels
throughout 2014, fixed annuity industry sales have continued to improve from the very low levels seen in 2013, as baby
boomers approaching retirement continue to seek financial solutions that can provide guaranteed income, and customers are
now more willing to purchase non-guaranteed return of premium products with market value adjustments in exchange for
higher crediting rates. Although rapidly rising interest rates could create the potential for increased surrenders, customers are
currently buying fixed annuities with longer surrender periods in pursuit of higher returns.
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Life
Populations are living longer and have increased needs for financial protection for beneficiaries, estate planning and wealth
creation. The Life operating segment addresses these needs with a broad spectrum of products, ranging from the pure
protection focus of term life to investment-oriented products such as indexed and variable universal life.
U.S. life insurance industry sales declined in 2014, driven by lower term and universal life sales partially offset by small gains
in whole life markets. Market factors, primarily low interest rates and regulatory changes, have caused the universal life
market to shift its focus from guaranteed universal life to indexed universal life products that offer attractive cash accumulation
and increased living benefit options.

Personal Insurance
The overall rate level has improved in the Japanese and certain U.S. markets for auto, personal property, and accident and
health products compared to prior years. In Japan, car and home sales increased in 2014 prior to the increase in the
consumption tax, but prospectively, sales are expected to return to normal levels. In the U.S., overall rate level changes for
auto and personal property products are expected to be positive but slow, with sales increasing as the economy continues to
recover. Our Personal Insurance operating segment expects to increase its investment in growth economy nations that have a
higher growth outlook for personal insurance products.

Strategic Initiatives

Customer
We intend to expand relationships with key distribution partners to fully realize the benefits of our diverse product offerings
across multiple channels. Our focus on ease of doing business for consumers and producers includes enhancements to our
platforms and services, as well as initiatives to improve the recruitment, training and productivity of our affiliated and nonaffiliated distribution partners.

Information-driven Strategy
We intend to continue to strengthen our direct marketing capabilities through the use of analytics, stronger platforms and tools,
an enhanced product portfolio and expanded relationships allowing us to bring more product solutions to our target markets.
We intend to achieve rate adequacy through implementation of global underwriting practices and enhanced tools and
analytics. We intend to optimize the value of our business lines through product and portfolio management and refined
technical pricing. We intend to continue to enhance the customer experience and efficiency through claim best practices, and
to deploy enhanced operating structures and standardized processes and systems, while managing claim-handling efficiency.

Focused Growth
Retirement Income Solutions intends to continue capitalizing on the opportunity to meet consumer demand for guaranteed
income by maintaining competitive variable annuity product offerings while managing risk, using innovative product design and
well-developed economic hedging capabilities. De-risking features of its variable annuity product design include variable rider
fees indexed to an equity market volatility index, required minimum allocations to fixed accounts, and the utilization of volatility
control funds. Retirement Income Solutions has a dynamic risk management hedging program and continues to invest in
market risk management. Strategies to diversify the Retirement Income Solutions product portfolio include growing sales of
fixed index annuities with guarantee features, which provide additional income solutions for consumers approaching
retirement, and introducing new investment-focused variable annuities, which offer alternative asset classes and tax benefits to
investors seeking higher returns without guaranteed lifetime income.
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Fixed Annuities sales will continue to be challenged by the low interest rate environment. Sales of fixed annuities could
improve if interest rates rise and the yield curve steepens, as these market conditions make fixed annuity products more
attractive compared to alternatives such as bank deposits. The growing market for immediate and deferred income products,
driven by customers seeking guaranteed income products, provides an opportunity for Fixed Annuities to increase the
diversification of its product portfolio.
Life will continue to invest to position for growth and serve its customers more effectively, and maintain pricing discipline in its
overall strategy. Internationally, Life intends to expand its business in Japan, the United Kingdom and certain other countries
through a focused strategy in selected markets and products by combining global expertise with local market intelligence to
meet the needs of consumers in these target markets.
We acquired Ageas Protect Limited (Ageas Protect) on December 31, 2014 from international insurer Ageas Group for
approximately $308 million. Our agreement to acquire Ageas Protect was announced in August 2014. Ageas Protect is a
leading provider of life protection products in the United Kingdom, recognized in its market for product innovation, the effective
use of technology and high quality service. We expect the acquisition of Ageas Protect to enhance our global Consumer
Insurance business and strengthen our presence in the United Kingdom, where we already offer personal accident, health and
travel insurance coverage, as well as customized insurance solutions for high net worth individuals through AIG Private Client
Group.
As part of our strategy to expand consumer operations in growth economies, on May 29, 2013, we entered into a joint venture
agreement with PICC Life Insurance Company Limited (PICC Life), a subsidiary of the PICC Group, to form an agency
distribution company in China to distribute life and retirement products. The joint venture company distributes PICC Life
products and PICC Property & Casualty Company Limited (PICC P&C) insurance products, as well as other products aimed at
meeting the needs of this developing market, and will distribute jointly developed life, retirement and personal insurance
products. We own 24.9 percent of the joint venture company and PICC Life holds the remaining 75.1 percent. The joint venture
commenced operations in March 2014.
Consumer Insurance continues to explore other potential life insurance and accident and health opportunities internationally.
Personal Insurance aims to provide customers with the products they need, distributed through the channels they prefer, and
delivered with excellent customer service. Personal Insurance is focused on profitable growth in its selected market segments,
with targeted investments in both scale businesses and emerging markets. Personal Insurance will continue to leverage its
strong risk management and market expertise to foster growth by providing innovative and competitive solutions to its
customers and distributors.

Operational Effectiveness
We are continuing to invest in initiatives to enable simpler and more agile low-cost operating models to provide superior
service and position our operating platforms to accommodate significant future growth. In Japan, we continue to invest in
technology and systems to improve operating efficiency and make it easier for our partners and our customers to do business
with us, with the intent to ultimately increase our market share and facilitate our expansion in segments of the market that are
expected to grow over the next decade, given demographic trends. In the U.S. Life business, we are focused on leveraging our
most efficient systems environments and increased automation of our underwriting process. We believe that these simpler
operating models will allow for productivity improvements and enhance our ability to leverage common functionality across
product lines and borders, further supporting profitable growth.

Investment Strategy
Our investment objective is to maintain a diversified, high quality portfolio of fixed maturity securities having weighted average
durations that are matched to the duration and cash flow profile of our liabilities, to the extent practicable. Our investment
strategy is to maximize net investment income and portfolio value, subject to liquidity requirements, capital constraints,
diversification requirements, asset-liability matching and available investment opportunities. See Investments for additional
discussion of investment strategies.
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Profitability and Capital Management
We intend to continue to enhance profitability and capital efficiency within our insurance entities through disciplined pricing, inforce profitability management and effective management of risk. Volatility risk controls including required minimum allocations
to fixed and volatility control accounts, rider fees indexed to an equity market volatility index and our comprehensive dynamic
hedging program are critical tools for products where we have significant equity market risk and exposure to changes in
interest rates. Additionally, our scale and the breadth of our product offerings provide diversification of risk. Within our Non-Life
Insurance Companies, we continue to streamline our legal entity structure to enhance transparency with regulators and
optimize capital efficiency.
See Results of Operations — Segment Results — Consumer Insurance Results and Insurance Reserves for additional
information.
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Results of Operations
The following section provides a comparative discussion of our Results of Operations on a reported basis for the three-year
period ended December 31, 2014. Factors that relate primarily to a specific business segment are discussed in more detail
within that business segment discussion. For a discussion of the Critical Accounting Estimates that affect the Results of
Operations, see the Critical Accounting Estimates section of this MD&A.
The following table presents our consolidated results of operations:
Years Ended December 31,
(in millions)
Revenues:
Premiums
Policy fees
Net investment income
Net realized capital gains
Aircraft leasing revenue
Other income
Total revenues
Benefits, losses and expenses:
Policyholder benefits and losses incurred
Interest credited to policyholder account balances
Amortization of deferred policy acquisition costs
General operating and other expenses
Interest expense
Loss on extinguishment of debt
Aircraft leasing expenses
Net (gain) loss on sale of divested businesses
Total benefits, losses and expenses
Income from continuing operations before
income tax expense (benefit)
Income tax expense (benefit)
Income from continuing operations
Income (loss) from discontinued operations,
net of income tax expense (benefit)
Net income
Less: Net income (loss) attributable to noncontrolling
interests
Net income attributable to AIG

$

$

Percentage Change
2012 2014 vs. 2013 2013 vs. 2012

2014

2013

37,254 $
2,615
16,079
739
1,602
6,117
64,406

37,499 $
2,340
15,810
1,939
4,420
6,866
68,874

38,189
2,192
20,343
1,087
4,504
4,899
71,214

(1)%
12
2
(62)
(64)
(11)
(6)

(2)%
7
(22)
78
(2)
40
(3)

28,281
3,768
5,330
13,138
1,718
2,282
1,585
(2,197)
53,905

29,503
3,892
5,157
13,564
2,142
651
4,549
48
59,506

32,036
4,340
5,709
13,013
2,319
32
4,138
6,736
68,323

(4)
(3)
3
(3)
(20)
251
(65)
NM
(9)

(8)
(10)
(10)
4
(8)
NM
10
(99)
(13)

10,501
2,927
7,574

9,368
360
9,008

2,891
(808)
3,699

12
NM
(16)

224
NM
144

(50)
7,524

84
9,092

1
3,700

NM
(17)

NM
146

(5)
7,529 $

7
9,085 $

262
3,438

NM
(17)%

(97)
164 %

For the year ended December 31, 2014, the effective tax rate on income from continuing operations was 27.9 percent. The
effective tax rate on income from continuing operations differs from the statutory tax rate of 35 percent primarily due to tax
benefits of $236 million associated with tax exempt interest income, $209 million related to a decrease in the U.S. Life
Insurance Companies’ capital loss carryforward valuation allowance, $182 million of income excludable from gross income
related to the global resolution of certain residential mortgage-related disputes and $68 million associated with the effect of
foreign operations.
For the year ended December 31, 2013, the effective tax rate on income from continuing operations was 3.8 percent. The
effective tax rate on income from continuing operations differs from the statutory tax rate of 35 percent primarily due to tax
benefits of $2.8 billion related to a decrease in the U.S. Life Insurance Companies’ capital loss carryforward valuation
allowance, $396 million related to a decrease in certain other valuation allowances associated with foreign jurisdictions and
$298 million associated with tax exempt interest income. These items were partially offset by charges of $632 million related
to uncertain tax positions.
For the year ended December 31, 2012, the effective tax rate on income from continuing operations was (27.9) percent. The
effective tax rate on income from continuing operations differs from the statutory tax rate of 35 percent primarily due to
decreases in the U.S. Life Insurance Companies’ capital loss carryforward valuation allowance of $1.9 billion related to the
actual and projected gains from the U.S. Life Insurance Companies’ available-for-sale securities, and tax effects associated
with tax exempt interest income of $302 million. These items were partially offset by changes in uncertain tax positions of
$446 million.
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The following table presents a reconciliation of net income attributable to AIG to after-tax operating income
attributable to AIG:
Years Ended December 31,
(in millions)

Net income attributable to AIG
Uncertain tax positions and other tax adjustments
Deferred income tax valuation allowance releases
Changes in fair value of fixed maturity securities designated to hedge living
benefit liabilities, net of interest expense
Changes in benefit reserves and DAC, VOBA and SIA
related to net realized capital gains (losses)
Other (income) expense - net
Loss on extinguishment of debt

$

$

Weighted average diluted shares outstanding
Income per common share attributable to AIG (diluted)
After-tax operating income per common share attributable
to AIG (diluted)

2013
9,085 $
791
(3,237)

(169)

105

141
1,483
(470)
50
(1,462)
(350)

Net realized capital gains
(Income) loss from discontinued operations
(Income) loss from divested businesses, including gain on the sale of ILFC
Legal reserves (settlements) related to legacy crisis matters
Non-qualifying derivative hedging (gains) losses, excluding net realized capital
gains
After-tax operating income attributable to AIG

2014
7,529 $
59
(181)

$
$

6,630 $

1,148
47
423
(1,285)
(84)
117
(460)
6,650 $

2012
3,438
543
(1,911)
(24)
789
21
(687)
(1)
4,039
353
(18)
6,542

1,447,553,652
1,481,206,797
1,687,226,641
5.20 $
6.13 $
2.04
4.58 $

4.49 $

3.88

After-tax operating income attributable to AIG for 2014 was essentially flat compared to 2013, primarily due to higher income
tax expense, partially offset by an increase in income from insurance operations.
After-tax operating income attributable to AIG increased in 2013 compared to 2012, primarily due to increases in income from
insurance operations, lower income tax expense and noncontrolling interests, partially offset by fair value gains on AIG’s
previously held interests in AIA ordinary shares, Maiden Lane II LLC (ML II), and ML III.
For the year ended December 31, 2014, the effective tax rate on pre-tax operating income was 30.9 percent. The significant
factors that contributed to the difference from the statutory rate included tax benefits resulting from tax exempt interest income
and other permanent tax items, and the impact of discrete tax benefits.
For the year ended December 31, 2013, the effective tax rate on pre-tax operating income was 28.8 percent. The significant
factors that contributed to the difference from the statutory rate included tax benefits resulting from tax exempt interest income
and other permanent tax items, and the impact of discrete tax benefits.
For the year ended December 31, 2012, the effective tax rate on pre-tax operating income was 31.6 percent. The difference
from the statutory rate was primarily due to tax exempt interest income and other permanent tax items.
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SEGMENT RESULTS
We report the results of our operations through two reportable segments: Commercial Insurance and Consumer Insurance.
The Corporate and Other category consists of businesses and items not allocated to our reportable segments.
The following table summarizes the operations of each reportable segment and Corporate and Other. See also Note 3
to the Consolidated Financial Statements.
Years Ended December 31,
(in millions)
*

Commercial Insurance
Consumer Insurance*
Corporate and Other
Consolidations, eliminations and other adjustments
Pre-tax operating income
Changes in fair values of fixed maturity securities designated to hedge living
benefit liabilities, net of interest expense
Changes in benefit reserves and DAC, VOBA, and SIA related to net realized
capital gains
Other income (expense) - net
Loss on extinguishment of debt
Net realized capital gains
Income (loss) from divested businesses
Legal settlements related to legacy crisis matters
Legal reserves related to legacy crisis matters
Non-qualifying derivative hedging gains, excluding net realized capital gains
Pre-tax income

$

$

$

2014
5,510 $
4,474
(388)
(22)
9,574 $

2013
4,980 $
4,564
(319)
165
9,390 $

260

(161)

(217)
(2,282)
739
2,169
804
(546)
10,501 $

(1,608)
(72)
(651)
1,939
(177)
1,152
(444)
9,368 $

2012
2,215
3,736
4,005
(18)
9,938
37
(1,213)
(32)
1,086
(6,411)
210
(754)
30
2,891

* Certain 2013 severance expenses for Commercial Insurance and Consumer Insurance are included in Corporate & Other. As these expenses, which total
$263 million, are related to an overall AIG initiative to centralize work streams into lower cost locations, and create a more streamlined organization, they have
not been allocated to the operating segments.

PRE - TAX OP ER AT I N G I NC OM E
(in millions)
C O M M E R C I AL I N S U R AN C E

C O N S U M E R I N S U R AN C E
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PRE-TAX INCOME COMPARISON FOR 2014 AND 2013
Pre-tax income increased in 2014 compared to 2013 primarily due to an increase in pre-tax operating income for Commercial
Insurance, a $2.3 billion increase in income from divested businesses associated with the gain recognized upon completion of
the sale of ILFC in 2014 and lower loss recognition expense reported in changes in benefit reserves and DAC, VOBA, and SIA
related to net realized capital gains. These increases were partially offset by higher loss on extinguishment of debt from on-going
debt management activities, a decrease in net realized capital gains driven by lower gains from sales of investments related to
capital loss carryforward utilization in 2013, and a decrease in legal settlements with financial institutions that participated in
the creation, offering and sale of RMBS from which we realized losses during the financial crisis.
The change in the fair value of GMWB and GMAV embedded policy derivatives, net of the change in fair value of all related
economic hedges, resulted in a $149 million decrease in pre-tax income in 2014 compared to 2013. In 2014, we reduced our
exposure to interest rate changes and consequently, the increase in the embedded policy derivative liability in 2014 was
largely offset by the change in the fair value of related hedges. In 2013, pre-tax income increased due to the decrease in the
embedded policy derivative liability driven by an increase in interest rates, which was only partially offset by hedging. The
changes in fair value of the embedded policy derivatives and the majority of the related economic hedges are reported in Net
realized gains (losses), and the change in fair value of certain U.S. Treasury bonds which hedge interest rate risk are reported
in Change in fair value of certain fixed maturity securities designated to hedge living benefit liabilities.
The increase in pre-tax income in 2014 compared to 2013 included an increase due to lower changes in certain benefit
reserves, DAC, VOBA and SIA related to net realized capital gains, which was primarily comprised of loss recognition expense
in the Institutional Markets and Retirement operating segments, totaling $30 million in 2014 and $1.5 billion in 2013,
attributable primarily to investment sales related to capital loss carryforward utilization with reinvestment of the sales proceeds
at lower yields. Changes in certain benefit reserves, DAC, VOBA and SIA related to net realized capital gains also included
loss recognition expense in Corporate and Other of $140 million in 2014 and $98 million in 2013.

PRE-TAX INCOME COMPARISON FOR 2013 AND 2012
Pre-tax income increased in 2013 compared to 2012 primarily due to an increase in pre-tax operating income for both
Commercial Insurance and Consumer Insurance, a $6.7 billion increase due to the loss associated with the announced sale of
ILFC in 2012, an increase in legal settlements related to legacy crisis matters and an increase in net realized capital gains,
driven by gains from sales of investments related to capital loss carryforward utilization in 2013, partially offset by impairments
on investments in life settlements, an increase in loss on extinguishment of debt from on-going debt management activities
and higher loss recognition expense reported in changes in benefit reserves and DAC, VOBA, and SIA related to net realized
capital gains.
The aggregate change in the fair value of GMWB and GMAV embedded policy derivatives net of the change in fair value of all
related economic hedges, reported within Net realized capital gains (losses) and Change in fair value of fixed maturity
securities designated to hedge living benefit liabilities, resulted in a $719 million increase in pre-tax income in 2013 compared
to 2012, primarily due to the increase in interest rates.
Change in certain benefit reserves, DAC, VOBA and SIA related to net realized capital gains was largely comprised of loss
recognition expense in the Institutional Markets and Retirement operating segments, totaling $1.5 billion in 2013 and $1.2
billion in 2012, that was attributable primarily to investment sales related to capital loss carryforward utilization with
reinvestment of the sales proceeds at lower yields. Change in certain benefit reserves, DAC, VOBA and SIA also included loss
recognition expense in Corporate and Other of $98 million in 2013.

Net Investment Income
Net investment income is attributed to the operating segments of Commercial Insurance and Consumer Insurance based on
internal models consistent with the nature of the underlying businesses.
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For Commercial Insurance — Property Casualty and Consumer Insurance — Personal Insurance, we estimate investable
funds based primarily on loss reserves, unearned premiums and a capital allocation for each operating segment. The net
investment income allocation is calculated based on the estimated investable funds and risk-free yields (plus a liquidity
premium) consistent with the approximate duration of the liabilities, and excludes net investment income associated with the
run-off insurance lines reported in Corporate and Other. The remaining excess is attributed to Commercial Insurance —
Property Casualty and Consumer Insurance — Personal Insurance based on the relative net investment income previously
allocated.
For Commercial Insurance — Institutional Markets, Consumer Insurance — Retirement and Consumer Insurance — Life, net
investment income is attributed based on invested assets from segregated product line portfolios. Invested assets in excess of
liabilities are allocated to product lines based on internal capital estimates.
Property Casualty, International Life and Personal Insurance's business is transacted in most major foreign
currencies. The following table presents the average of the quarterly weighted average exchange rates of the
currencies that have the most significant impact on our businesses:
Years Ended December 31,
Rate for 1 USD
Currency:
JPY
EUR
GBP

2014

2013

104.43
0.75
0.61

95.86
0.76
0.64

2012

Percentage Change
2014 vs. 2013
2013 vs. 2012

79.32
0.78
0.63

9 %
(1) %
(5) %

21 %
(3)%
2 %

COMMERCIAL INSURANCE
Commercial Insurance Results
The following table presents Commercial Insurance results:
Years Ended December 31,
(in millions)

Revenues:
Premiums
Policy fees
Net investment income
Benefits and expenses:
Policyholder benefits and losses incurred
Interest credited to policyholder account balances
Amortization of deferred policy acquisition costs
*
General operating and other expenses
Pre-tax operating income
*

$

$

Percentage Change
2014 vs. 2013
2013 vs. 2012

2014

2013

22,221 $
187
6,393

22,096 $
113
6,653

22,021
102
6,163

1 %
65
(4)

- %
11
8

16,575
410
2,512
3,794
5,510 $

17,002
413
2,418
4,049
4,980 $

18,870
571
2,692
3,938
2,215

(3)
(1)
4
(6)
11 %

(10)
(28)
(10)
3
125 %

2012

Includes general operating expenses, commissions and other acquisition expenses.

Commercial Insurance Results by Operating Segment
Commercial Insurance presents its financial information in three operating segments – Property Casualty, Mortgage Guaranty
and Institutional Markets. The following section provides a comparative discussion of Commercial Insurance Results of
Operations for 2014, 2013 and 2012 by operating segment.
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Property Casualty Results
The following table presents Property Casualty results:
Years Ended December 31,

Percentage Change
2014

2013

21,020 $

20,880 $

(135)

(203)

(in millions)

2012

2014 vs. 2013

2013 vs. 2012

Underwriting results:
Net premiums written

$

(Increase) decrease in unearned premiums

20,348
500

1 %
33

3 %
NM

Net premiums earned

20,885

20,677

20,848

1

(1)

Losses and loss adjustment expenses incurred

14,956

14,872

16,779

1

(11)

2,486

2,394

2,673

4

(10)

796

937

783

(15)

20

Total acquisition expenses

3,282

3,331

3,456

(1)

General operating expenses

2,697

2,810

2,883

(4)

(3)

(2,270)

85

85

Acquisition expenses:
Amortization of deferred policy acquisition costs
Other acquisition expenses

(50)

Underwriting loss
Net investment income
Pre-tax operating income

$

(336)

4,298

4,431

3,951

(3)

4,248 $

4,095 $

1,681

4 %

NE T P RE MI U MS W RI T TE N

PRE - TAX OP ER AT I N G I NC OM E

(in millions)

(in millions)

(4)

12
144 %

2014 and 2013 Comparison
Pre-tax operating income increased in 2014 compared to 2013 due to decreases in underwriting loss, partially offset by a
decrease in net investment income. The decrease in underwriting loss was primarily due to an increase in production, lower
charges due to changes in discount for workers’ compensation reserves as discussed further under Insurance Reserves –
Non-Life Insurance Companies- Discounting of Reserves, lower catastrophe losses and lower general operating expenses.
The loss reserve discount charge decreased to $71 million in 2014 from $322 million in 2013. Catastrophe losses decreased to
$602 million in 2014 from $710 million in 2013. These decreases were partially offset by higher adverse prior year loss reserve
development in all lines of business except for Property, and an increase in current accident year losses reflecting higher
frequency of non-severe losses in the Property and Specialty businesses. The current accident year losses for 2014 included
30 severe losses totaling $592 million compared to 27 severe losses totaling $569 million in the prior year. Net adverse prior
year loss reserve development, including related premium adjustments, was $550 million and $294 million in 2014 and 2013,
respectively, as discussed further under Insurance Reserves – Non-Life Insurance Companies – Net Loss Development.
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Acquisition expenses decreased in 2014 compared to 2013 primarily due to a reduction in expenses related to personnel
engaged in sales support activities, and lower premium taxes and guaranty fund and other assessments reflecting a change in
business mix.
General operating expenses decreased in 2014 compared to 2013, primarily due to efficiencies from organizational
realignment initiatives, partially offset by higher technology-related expenses and an increase in bad debt expense. In the prior
year, general operating expenses benefitted from an unusually low bad debt expense.
Net investment income decreased in 2014 compared to 2013, primarily due to a decrease in interest rates during 2014, as
yields on new purchases were lower than the weighted average yield of the overall portfolio, lower income on alternative
investments, and lower income associated with investments accounted for under the fair value option, as the increase related
to the PICC P&C rights offerings was more than offset by a decrease from fixed maturity investments accounted for under the
fair value option. These were partially offset by the effect of continued portfolio diversification. Additionally, the decrease in
allocated net investment income is also due to a reduction in net loss reserves.
See MD&A – Investments for additional information on the Non-Life Insurance Companies invested assets, investment
strategy, and asset-liability management process.
2013 and 2012 Comparison
Pre-tax operating income increased in 2013, compared to 2012, primarily due to a lower underwriting loss as a result of
lower catastrophe losses, rate increases, enhanced risk selection and loss mitigation activities and an increase in net
investment income. Catastrophe losses decreased to $710 million in 2013 from $2.3 billion in 2012. Partially offsetting these
improvements was a loss reserve discount charge of $322 million in 2013, compared to a $100 million benefit in 2012. See
Insurance Reserves– Non-Life Insurance Companies– Discounting of Reserves for further discussion. In addition, the current
accident year losses for 2013 included severe losses of $569 million compared to $293 million in 2012. This increase was
driven largely by a large property loss and related contingent business interruption claims, totaling $131 million in 2013 and by
an increased frequency of severe losses in 2013 compared to 2012. Net adverse prior year loss reserve development
increased by $30 million compared to 2012. Net adverse prior year loss reserve development, including related premium
adjustments was $294 million in 2013, which included $149 million of adverse prior year loss reserve development related to
Storm Sandy, compared to $236 million in 2012. The adverse prior year loss reserve development related to Storm Sandy
resulted from higher severities on a small number of existing large and complex commercial claims. These increased
severities were driven by a number of factors, including the extensive damage caused to properties in the downtown New York
metropolitan area.
Acquisition expenses decreased in 2013, compared to 2012, due to changes in reinsurance, the timing of guaranty funds
and other assessments, as well as change in business mix.
General operating expenses decreased in 2013, compared to 2012, primarily due to a decrease in bad debt expense and
reduced costs for strategic initiatives. Bad debt expense decreased by $159 million in 2013 from $140 million in 2012. The
decrease in bad debt expense was primarily due to reductions in prior year reserves, as collections exceeded the originally
estimated recoveries. Strategic initiatives which include technology-related expenses and those severance charges borne by
Property Casualty, decreased by $137 million in 2013 from $277 million in 2012. These decreases were partially offset by an
increase in the cost of employee incentive plans primarily due to an improved alignment of employee performance with the
overall performance of the organization, including our stock performance, and accelerated vesting provisions for retirementeligible individuals in the 2013 share-based plan.
Net investment income increased in 2013, compared to 2012, primarily due to increased alternative investment income
derived from equity market performance and income associated with the PICC P&C shares that are accounted for under the
fair value option. This alternative investment performance was primarily due to our investments in hedge funds, which
benefited from equity market performance. Fair value increases also contributed to the net investment income increase. The
portion of our investment in PICC P&C shares accounted for under the fair value option contributed $110 million to net
investment income. Although interest rates remained at historically low levels, there were upward movements in rates
throughout the year, with the ten year U.S. Treasury yield increasing 126 basis points during 2013. These increasing rates,
coupled with continued portfolio diversification, helped mitigate the effects of interest rates on matured or sold investments
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exceeding new investment yields. The combination of improving yield differential and above average alternative investment
returns increased the return on invested assets by approximately 0.4 points to 4.2 percent.

Property Casualty Net Premiums Written
The following table presents Property Casualty’s net premiums written by major line of business:
Years Ended December 31,
2014
7,649 $
5,136
3,714
4,521

2013
8,154 $
4,718
3,737
4,271

$ 21,020 $

20,880 $

(in millions)

Casualty
Property
Specialty
Financial lines
Total Property Casualty net premiums
written

$

Percentage Change
2012 2014 vs. 2013
2013 vs. 2012
8,585
(6)%
(5)%
4,204
9
12
3,587
(1)
4
3,972
6
8
20,348

1 %

3 %

PR OPE R TY C AS U ALT Y NE T P RE MI UMS W RI T TE N BY LI NE O F B US INE SS
(in millions)

2014 and 2013 Comparison
Property Casualty net premiums written increased in 2014 compared to 2013, reflecting increases in new business related to
targeted growth products in Property and Financial lines.
Casualty net premiums written decreased in 2014 compared to 2013 primarily due to the effect on renewals from our strategy
to enhance risk selection, particularly in the Americas. Strong growth and new writings in certain lines of business, particularly
in EMEA, were more than offset by the declines in the Americas.
Property net premiums written increased in 2014 compared to 2013 primarily due to new business increases in targeted
growth products, and optimization of Property Casualty’s reinsurance structure as part of its decision to retain more favorable
risks while continuing to manage aggregate exposure.
We entered into a catastrophe bond reinsurance transaction, effective as of January 1, 2014, with Tradewynd Re Ltd., which
provides Property Casualty and Personal Insurance with up to $400 million of indemnity reinsurance protection against U.S.,
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Gulf of Mexico and Caribbean named storms, and U.S. and Canadian earthquakes. To fund its potential obligations to us,
Tradewynd Re Ltd. issued three tranches of notes. The transaction provides Property Casualty and Personal Insurance with
fully collateralized coverage against losses from those events on a per-occurrence basis through December 2016. Catastrophe
bond reinsurance transactions reduced net premiums written by $56 million and $140 million in 2014 and 2013, respectively.
Specialty net premiums written decreased slightly in 2014, compared to 2013 primarily reflecting lower retention and rate
decline in the EMEA region. This decline was largely offset by new business increases related to targeted growth products,
including growth in small- and medium-sized enterprise markets in the Americas region.
Financial lines net premiums written increased in 2014, compared to 2013 reflecting growth in new business related to
targeted growth products across all regions, as well as a favorable rate environment in the U.S.
2013 and 2012 Comparison
Casualty net premiums written decreased in 2013, compared to 2012, primarily due to the execution of our strategy to
enhance risk selection, particularly in the Americas and EMEA, as well as to increase specific reinsurance purchases to better
manage our exposures. Changes in reinsurance strategy decreased net premiums written by approximately $185 million in
2013, compared to 2012. We implemented rate increases in retained business, especially in the U.S., that partially offset these
premium decreases.
Property net premiums written increased in 2013, compared to 2012, primarily due to growth in new business across all
regions, favorable retention in renewal businesses and increases in coverage limits and changes to our per-risk reinsurance
program to retain more favorable risks, while continuing to manage aggregate exposure. Catastrophe-exposed businesses in
the Americas also benefitted from rate increases.
The increase in net premiums written was partially offset by the effect of catastrophe bond transactions which provide
coverage for several years with ceded written premium recognized at the inception of the transaction. In 2013, we entered into
two multi-year catastrophe bond transactions, which provide $525 million of indemnity protection, in the aggregate, against
U.S., Caribbean and Gulf of Mexico named storms, and U.S. and Canadian earthquakes through the end of 2018. These
transactions reduced net premiums written in 2013 by $140 million. There was no similar reduction in 2012 as our previous
catastrophe bond issuance occurred in the fourth quarter of 2011.
Specialty net premiums written increased in 2013 compared to 2012, primarily due to rate increases in environmental
business, small-and medium-sized enterprise markets in the Americas region, and new business growth in EMEA. Additionally,
the restructuring of our reinsurance program to retain more favorable risks while continuing to manage aggregate exposure,
increased net premiums written by $144 million in 2013, compared to 2012.
Financial lines net premiums written increased in 2013 compared to 2012, reflecting growth in new business related to
targeted growth products, particularly in the EMEA region as well as an improved rate environment globally. Global
professional indemnity net premiums written increased by $86 million in 2013 compared to 2012, due to improved rates, strong
new business growth and the restructuring of our reinsurance program, as part of our decision to retain more favorable risks
while continuing to manage aggregate exposure.
See Part I. Item 1 Business – Reinsurance Activities for further discussion on catastrophe bond transactions.
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Property Casualty Net Premiums Written by Region
The following table presents Property Casualty’s net premiums written by region:
Percentage Change in
Years Ended December 31,

Percentage Change in

U.S. dollars
2014

(in millions)

2013

2012

2014 vs. 2013

Original Currency

2013 vs. 2012

2014 vs. 2013

2013 vs. 2012

Property Casualty:
Americas

$

Asia Pacific
EMEA
Total net premiums written

$

13,799 $ 14,050 $ 13,718
2,029

2,035

2,016

5,192

4,795

4,614

(2)%
-

21,020 $ 20,880 $ 20,348

2 %

(2)%

1

5

3 %
11

8

4

7

4

1 %

3 %

1 %

4 %

PR OPE R TY C AS U ALT Y NE T P RE MI UMS W RI T TE N BY RE GI O N
(i n mi l l i o n s )

2014 and 2013 Comparison
The Americas net premiums written decreased in 2014 compared to 2013, primarily due to declines in new business growth
and rate pressure, particularly in the Casualty business. However, for 2014, the decrease in net premiums written was partially
offset by lower ceded premiums from catastrophe reinsurance transactions described above in 2014 compared to 2013.
Asia Pacific net premiums written decreased slightly in 2014 compared to 2013, primarily due to the strengthening of the U.S.
dollar against the Japanese yen. Excluding the effect of foreign exchange, net premiums written increased primarily due to
increases in targeted growth products, and changes to optimize our reinsurance structure as part of our decision to retain more
favorable risks while continuing to manage aggregate exposure, particularly in Japan.
EMEA net premiums written increased in 2014 compared to 2013, due to new business growth across all lines of businesses,
except for Specialty.
2013 and 2012 Comparison
The Americas net premiums written increased in 2013 compared to 2012, primarily due to rate increases, partially offset by
decreases in Casualty business reflecting the execution of our strategy to enhance risk selection and the effect of the timing of
the catastrophe reinsurance transactions.
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Asia Pacific net premiums written increased in 2013 compared to 2012, primarily due to organic growth and rate increases in
Property, Specialty, and Casualty. In addition, our decision to retain more favorable risks in Property and Financial lines
increased net premiums written in 2013 compared to 2012.
EMEA net premiums written increased in 2013 compared to 2012, due to new business growth, particularly in Property and
Financial lines, and a change in reinsurance strategies to retain more favorable risks in those lines.

Property Casualty Underwriting Ratios
The following tables present the Property Casualty combined ratios based on GAAP data and reconciliation to the
accident year combined ratio, as adjusted:
Years Ended December 31,
Loss ratio
Catastrophe losses and reinstatement premiums
Prior year development net of premium adjustments
Net reserve discount benefit (charge)
Accident year loss ratio, as adjusted
Acquisition ratio
General operating expense ratio
Expense ratio
Combined ratio
Catastrophe losses and reinstatement premiums
Prior year development net of premium adjustments
Net reserve discount benefit (charge)
Accident year combined ratio, as adjusted

2014
71.6
(2.9)
(2.8)
(0.3)
65.6
15.7
12.9
28.6
100.2
(2.9)
(2.8)
(0.3)
94.2

2013
71.9
(3.4)
(1.5)
(1.6)
65.4
16.1
13.6
29.7
101.6
(3.4)
(1.5)
(1.6)
95.1

Increase (Decrease)
2012 2014 vs. 2013 2013 vs. 2012
80.5
(0.3)
(8.6)
(10.9)
0.5
7.5
(1.2)
(1.3)
(0.3)
0.5
1.3
(2.1)
68.9
0.2
(3.5)
16.6
(0.4)
(0.5)
13.8
(0.7)
(0.2)
30.4
(1.1)
(0.7)
110.9
(1.4)
(9.3)
(10.9)
0.5
7.5
(1.2)
(1.3)
(0.3)
0.5
1.3
(2.1)
99.3
(0.9)
(4.2)

PR OPE R TY C AS U ALT Y R ATI OS

See Insurance Reserves – Non-Life Insurance Companies for further discussion of discounting of reserves and prior year
development.
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The following tables present Property Casualty’s accident year catastrophe and severe losses by region and number
of events:
Catastrophes(a)
# of
Events

(in millions)

Year Ended December 31, 2014
Flooding
Windstorms and hailstorms
Tropical cyclone
Earthquakes
Reinstatement premiums
Total catastrophe-related charges
Year Ended December 31, 2013
Flooding
Windstorms and hailstorms
Wildfire
Tropical cyclone
Total catastrophe-related charges
Year Ended December 31, 2012
Flooding
Windstorms and hailstorms
Tropical cyclone(b)
Drought
Reinstatement premiums
Total catastrophe-related charges

1 $
14
4
1

Americas

Asia
Pacific

EMEA

Total

20 $

16 $
306
96
48
466 $

- $
63
34
97 $

- $
21
15
1
2
39 $

16
390
145
49
2
602

8 $
10
1
3
22 $

195 $
205
40
4
444 $

8 $
66
74 $

114 $
78
192 $

317
283
40
70
710

1 $
9
3
1

- $
299
1,638
108
27
2,072 $

- $
30
9
39 $

23 $
23
113
159 $

23
352
1,760
108
27
2,270

EMEA
350 $
246 $
126 $

Total
592
569
293

14 $

(a) Catastrophes are generally weather or seismic events having a net impact on Commercial Insurance in excess of $10 million each.
(b) Includes Storm Sandy flooding and wind damage losses of $1.7 billion.

Severe Losses*
Years Ended December 31,

# of
Events
Americas
30 $
169 $
27 $
139 $
19 $
93 $

(in millions)

2014
2013
2012

Asia
Pacific
73 $
184 $
74 $

* Severe losses are defined as non-catastrophe individual first party losses and surety losses greater than $10 million, net of related reinsurance and salvage
and subrogation.

2014 and 2013 Comparison
The combined ratio decreased by 1.4 points in 2014 compared to 2013 reflecting decreases in the expense ratio and the loss
ratio.
The accident year combined ratio, as adjusted, decreased by 0.9 points in 2014 compared 2013, primarily due to lower
expense ratio which was partially offset by a higher accident year loss ratio, as adjusted.
The accident year loss ratio, as adjusted, increased by 0.2 points in 2014, compared to 2013, primarily due to higher frequency
of non-severe losses, particularly in Property and Specialty businesses. This was partially offset by an improvement in
Financial lines, particularly in the U.S., reflecting enhanced risk selection and pricing discipline. Severe losses represented
approximately 2.8 points of the accident year loss ratio, as adjusted, in both 2014 and 2013.
The acquisition ratio decreased by 0.4 points in 2014 compared to 2013, primarily due to a reduction in expenses of personnel
engaged in sales support activities, lower premium taxes and guaranty fund and other assessments.
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The general operating expense ratio decreased by 0.7 points in 2014 compared to 2013, primarily due to efficiencies from
organizational realignment initiatives, partially offset by higher technology-related expenses and an increase in bad debt
expense. In 2013, general operating expenses benefitted from an unusually low bad debt expense.
2013 and 2012 Comparison
The combined ratio decreased by 9.3 points in 2013 compared to 2012 primarily due to a decrease in the loss ratio.
The accident year combined ratio, as adjusted, improved by 4.2 points in 2013 compared to 2012, primarily due to a lower
accident year loss ratio, as adjusted.
The improvement in the accident year loss ratio, as adjusted, reflects the realization of benefits from the continued execution
of our strategy to enhance risk selection, pricing discipline, exposure management and claims processing. Although the
execution of these strategies resulted in a reduction of Casualty net premiums written in both the Americas and EMEA regions,
it also improved the accident year loss ratio, as adjusted. Severe losses represented approximately 2.8 points in 2013
compared to 1.4 points in 2012, and are included in the accident year loss ratio, as adjusted. In 2013, one single event,
totaling $131 million, accounted for approximately 0.6 points of the increase.
The acquisition ratio decreased by 0.5 points in 2013 compared to 2012, primarily due to a change in business mix and
reinsurance structures.
The general operating expense ratio decreased by 0.2 points in 2013, compared to 2012, primarily due to a reduction in bad
debt expense, which contributed approximately 0.8 points to the decrease, and lower strategic initiatives expenses, which
contributed approximately 0.6 points to the decrease. These decreases were partially offset by the increase in employee
incentive plan expense, which represented an approximately 1.0 point increase.

Mortgage Guaranty Results
The following table presents Mortgage Guaranty results:
Years Ended December 31,
2014

(dollars in millions)

Underwriting results:
Net premiums written
Increase in unearned premiums
Net premiums earned
Losses and loss adjustment expenses incurred
Acquisition expenses:
Amortization of deferred policy acquisition costs
Other acquisition expenses
Total acquisition expenses
General operating expenses
Underwriting income (loss)
Net investment income
Pre-tax operating income
Key metrics:
Prior year loss reserve development (favorable)/
unfavorable
Domestic first-lien:
New insurance written
Combined ratio
Risk in force
60+ day delinquency ratio on primary loans(a)
Domestic second-lien:
Risk in force(b)

$

1,024
(120)
904
223

$

22
49
71
156
454
138
592

$

(104)

2012

1,048 $
(239)
809
514

858
(143)
715
659

(2)%
50
12
(57)

22 %
(67)
13
(22)

20
60
80
142
73
132
205

16
52
68
125
(137)
146
9

10
(18)
(11)
10
NM
5
189

25
15
18
14
NM
(10)
NM

NM%

NM%

$ 42,038
$ 49,356 $ 37,273
52.6
91.1
134.4
$ 42,106
$ 36,367 $ 28,967
4.4 %
5.9 %
8.8 %

(15)

32

16

26

$

(57)

(19)

446
81

$

Percentage Change
2014 vs. 2013
2013 vs. 2012

2013

$

30 $

1,026 $

(78)

1,261
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(a) Based on number of policies.
(b) Represents the full amount of second-lien loans insured reduced for contractual aggregate loss limits on certain pools of loans, which is usually 10 percent of
the full amount of loans insured in each pool. Certain second-lien pools have reinstatement provisions, which will expire as the loan balances are repaid.

PRE - TAX OP ER AT I N G I NC OM E

D OM E S T I C F I R S T- L I E N N E W I NS U R AN C E W R I TT E N

(in millions)

(in millions)

2014 and 2013 Comparison
Pre-tax operating income increased in 2014 compared to 2013 due to a decline in incurred losses from lower delinquency
rates, higher cure rates and an increase in first-lien net premiums earned reflecting higher persistency.
First Lien Results
First-lien pre-tax operating income increased in 2014 compared to 2013, primarily due to improved underwriting income as
a result of a $229 million decrease in first-lien losses and loss adjustment expenses incurred reflecting fewer new
delinquencies, favorable prior year loss reserve development, and higher cure rates. In addition, first-lien pre-tax operating
income increased due to a $119 million increase in first-lien net premiums earned in 2014 compared to 2013, largely from
growth in the book of business, higher persistency, and, to a lesser extent, the acceleration of premiums earned as the result
of the recognition of a shorter expected coverage period on certain single premium business. The decrease in first-lien losses
and loss adjustment expenses incurred combined with the increase in earned premiums resulted in an improved combined
ratio of 52.6 points in 2014 compared to 91.1 points in 2013.
Acquisition expenses decreased in 2014 compared to 2013, primarily as a result of the decrease in new insurance written
related to the decline in mortgage originations.
General operating expenses increased in 2014 compared to 2013 due to increased technology expenses and an impairment
charge on certain capitalized technology costs.
Other Business Results
Other business results include second-lien insurance, student loan insurance and non-domestic mortgage insurance
operations.
The Other business’ pre-tax operating income for 2014 was $82 million compared to $27 million in 2013. The increase in
pre-tax operating income is due to a decline in losses and loss adjustment expenses incurred of $62 million and a $17 million
reduction in underwriting expenses, partially offset by a decline in net premiums earned of $22 million and a decline in net
investment income of $2 million.
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2013 and 2012 Comparison
Pre-tax operating income increased in 2013 compared to 2012 due to an increase in net premiums earned and a decline in
incurred losses from lower delinquency rates and higher cure rates.
First Lien Results
First-lien pre-tax operating income increased in 2013 compared to 2012, primarily due to improved underwriting income as
a result of a $157 million decrease in first-lien losses and loss adjustment expenses incurred reflecting lower newly reported
delinquencies and higher cure rates and a $127 million increase in first-lien net premiums earned largely from growth in the
book of business in 2013. This increase was partially offset by $46 million of unfavorable prior year development in 2013
compared to unfavorable prior year development of $17 million in 2012. The decline in first-lien losses and loss adjustment
expenses incurred combined with the increase in earned premiums resulted in an improved combined ratio of 91.1 points in
2013 compared to 134.4 points in 2012.
Acquisition expenses increased in 2013 compared to 2012, primarily as a result of the increase in new insurance written
related to the increase in mortgage originations resulting from the addition and expansion in distribution channels.
General operating expenses increased in 2013 compared to 2012 due to increased servicing costs related to the growth in
the in-force business.
Other Business Results
Other business results include second-lien insurance, student loan insurance and non-domestic mortgage insurance
operations.
The Other business’ pre-tax operating income for 2013 was $27 million, $56 million lower than 2012. The decline in pre-tax
operating income was primarily due to a decline in net premiums earned of $32 million and an increase in losses and loss
adjustment expenses incurred of $12 million, and a $2 million increase in underwriting expenses.

New Insurance Written
The decline in domestic first-lien new insurance written to $42.0 billion in 2014 from $49.4 billion in 2013 was primarily due to
the contraction in the mortgage originations market and an increase in competition.
New insurance written increased to $49.4 billion in 2013 from $37.3 billion in 2012 due to the increase in mortgage
originations.

Delinquency Inventory
The delinquency inventory for domestic first lien business declined during 2014 as a result of cures and paid claims exceeding
the number of newly reported delinquencies. Mortgage Guaranty’s first lien primary delinquency ratio at December 31, 2014
was 4.4 percent compared to 5.9 percent at December 31, 2013. Over the last several quarters, Mortgage Guaranty has
experienced a decline in newly reported defaults and an increase in cure rates.
The delinquency inventory for domestic first lien business declined during 2013 as a result of higher cure rates and fewer
newly reported delinquencies. Mortgage Guaranty’s first lien primary delinquency ratio at December 31, 2013 was 5.9 percent
compared to 8.8 percent at December 31, 2012.
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The following table provides a summary of activity in Mortgage Guaranty’s domestic first lien delinquency inventory:
Years Ended December 31,
2014
47,518
47,239
(42,680)
(11,601)
(2,119)
38,357

(number of policies)

Number of delinquencies at the beginning of the year
Newly reported
Cures
Claims paid
Other
Number of delinquencies at the end of the year

2013
62,832
56,194
(51,283)
(19,862)
(363)
47,518

2012
94,034
70,552
(58,993)
(30,712)
(12,049)
62,832

Mortgage Guaranty Underwriting Ratios
The following tables present the Mortgage Guaranty combined ratios based on GAAP data:
Years Ended December 31,
Loss ratio
Acquisition ratio
General operating expense ratio
Expense ratio
Combined ratio

2014
24.7
7.8
17.3
25.1
49.8

2013
63.5
9.9
17.5
27.4
90.9

2012
92.2
9.5
17.5
27.0
119.2

Increase (Decrease)
2014 vs. 2013
2013 vs. 2012
(38.8)
(28.7)
(2.1)
0.4
(0.2)
(2.3)
0.4
(41.1)
(28.3)

2014 and 2013 Comparison
The combined ratio decreased by 41.1 points in 2014 compared to 2013. The decrease was driven primarily by a reduction in
the loss ratio due to lower losses and loss adjustment expenses incurred from fewer new delinquencies, favorable prior year
loss reserve development, and higher cure rates.
The acquisition ratio decreased by 2.1 points in 2014 compared to 2013. Acquisition expenses decreased compared to an
increase in net premiums earned, driven by the decreases in new insurance written in 2014 due to lower mortgage
originations.
The general operating expense ratio decreased by 0.2 points in 2014 compared to 2013. The decrease was driven primarily
by growth in earned premiums.
2013 and 2012 Comparison
The combined ratio decreased by 28.3 points in 2013 compared to 2012. The decrease was driven primarily by a reduction in
the loss ratio by 28.7 points in 2013 due to lower losses and loss adjustment expenses incurred.
The acquisition ratio increased by 0.4 points in 2013 compared to 2012. The increase in acquisition expense was driven by
the increase in mortgage originations.
The general operating expense ratio remained relatively unchanged in 2013 compared to 2012.
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Institutional Markets Results
The following table presents Institutional Markets results:
Years Ended December 31,
(in millions)

Revenues:
Premiums
Policy fees
Net investment income
Benefits and expenses:
Policyholder benefits and losses incurred
Interest credited to policyholder account balances
Amortization of deferred policy acquisition costs
Other acquisition expenses
General operating expenses
Pre-tax operating income

$

$

Percentage Change
2012 2014 vs. 2013
2013 vs. 2012

2014

2013

432 $
187
1,957

610 $
113
2,090

458
102
2,066

(29)%
65
(6)

1,396
410
4
30
66
670 $

1,616
413
4
36
64
680 $

1,432
571
3
39
56
525

(14)
(1)
(17)
3
(1)

33 %
11
1
13
(28)
33
(8)
14
30

INS TI T U TI O N AL M AR K E TS P R E - TAX O P E R AT I N G I NC OM E (i n mi l l i o n s )

2014 and 2013 Comparison
Pre-tax operating income for 2014 decreased slightly compared to 2013, as a decrease in net investment income was only
partially offset by an increase in fee income. The increase in fee income was driven by growth in reserves and assets under
management, primarily from strong development of the stable value wrap business. The notional amount of stable value wrap
assets under management at December 31, 2014 grew by $7.8 billion or 32 percent from December 31, 2013, which excluded
a $2.5 billion deposit to the separate accounts for a stable value funding agreement. Growth in reserves also reflected a GIC
deposit of $450 million in the fourth quarter of 2014 under a funding agreement-backed notes issuance program, in which an
unaffiliated, non-consolidated statutory trust issues to investors medium-term notes, which are secured by GICs issued by one
of the Life Insurance Companies. Under the funding agreement-backed notes program, issuances will be made
opportunistically based upon pricing and demand available in the marketplace.
Net investment income for 2014 decreased compared to 2013, primarily due to lower net investment income from alternative
investments and from the base portfolio. The 2014 decrease in alternative investment income of $41 million compared to 2013
primarily reflected high hedge fund income in 2013 due to favorable equity market conditions. The decrease in base net
investment income in 2014 compared to 2013 primarily reflected lower base portfolio yield as a result of reinvestment in the
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low interest rate environment, partially offset by growth in average assets. See MD&A – Investments – Life Insurance
Companies for additional information on the investment strategy, asset-liability management process and invested assets of
our Life Insurance Companies, which include the invested assets of the Institutional Markets business.
General operating expenses in 2014 increased slightly compared to 2013, primarily due to investments in technology.
2013 and 2012 Comparison
Pre-tax operating income for 2013 increased compared to 2012, due in part to higher net investment income from alternative
investments, partially offset by lower base net investment income. Interest credited to policyholder account balances in 2012
included $110 million of expense resulting from a comprehensive review of reserves for the GIC portfolio. Results for 2013
included a full year of the growing stable value wrap business, which contributed $31 million to the increase in pre-tax
operating income compared to 2012. Stable value wrap notional assets under management grew to $24.6 billion at December
31, 2013 from $10.4 billion at December 31, 2012, including the notional amount of contracts transferred from an AIG affiliate.
Net investment income for 2013 increased slightly compared to 2012, primarily due to higher net investment income from
alternative investments, largely offset by lower income from the base portfolio. The increase in alternative investment income
in 2013 compared to 2012 reflected higher hedge fund income due to favorable equity market conditions. The decrease in
base net income was primarily due to investment of available cash, including proceeds from sales of securities made during
2013 to utilize capital loss carryforwards, at rates below the weighted average yield of the overall portfolio.
General operating expenses in 2013 increased compared to 2012, primarily to support increased volume in the stable value
wrap business.

Institutional Markets Premiums, Deposits and Net Flows
For Institutional Markets, premiums represent amounts received on traditional life insurance policies and life-contingent payout
annuities or structured settlements. Premiums and deposits is a non-GAAP financial measure that includes direct and
assumed premiums as well as deposits received on universal life insurance and investment-type annuity contracts, including
GICs and stable value wrap funding agreements.
The following table presents a reconciliation of Institutional Markets premiums and deposits to GAAP premiums:
Years Ended December 31,
(in millions)

$

Premiums and deposits
Deposits
Other
Premiums

$

2014
3,797 $
(3,344)
(21)
432 $

2013
991
(354)
(27)
610

$

$

2012
774
(289)
(27)
458

The decrease in premiums in 2014 compared to 2013 was primarily due to a high volume of single-premium products sold in
2013, including life-contingent payout annuities. Sales of these products decreased in 2014 compared to 2013 due to a more
competitive environment as well as continued low interest rates. The increase in deposits in 2014 compared to 2013 included
a $2.5 billion deposit to the separate accounts of one of the Life Insurance Companies for a stable value wrap funding
agreement. The majority of stable value wrap sales are measured based on the notional amount included in assets under
management, but do not include the receipt of funds that would be included in premiums and deposits. The increase in
deposits in 2014 compared to 2013 also reflected a $450 million GIC issued in 2014.
The increase in premiums in 2013 compared to 2012 reflected a high volume of single-premium product sales in 2013,
including structured settlements with life contingencies and terminal funding annuities. The increase in deposits in 2013
compared to 2012 reflected strong sales of high net worth products, primarily private placement variable annuities.
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CONSUMER INSURANCE
Consumer Insurance Results
The following table presents Consumer Insurance results:
Years Ended December 31,
(in millions)
Revenues:
Premiums
Policy fees
Net investment income
Other income
Benefits and expenses:
Policyholder benefits and losses incurred
Interest credited to policyholder account balances
Amortization of deferred policy acquisition costs
General operating and other expenses*
Pre-tax operating income
*

$

$

Percentage Change
2014 vs. 2013
2013 vs. 2012

2014

2013

14,936 $
2,453
9,082
1,998

15,302 $
2,252
9,352
1,754

16,027
2,113
9,262
1,344

(2)%
9
(3)
14

(5)%
7
1
31

10,796
3,353
2,759
7,087
4,474 $

10,957
3,477
2,836
6,826
4,564 $

11,696
3,769
2,850
6,695
3,736

(1)
(4)
(3)
4
(2)%

(6)
(8)
2
22 %

2012

Includes general operating expenses, non deferrable commissions, other acquisition expenses, advisory fee expenses and other expenses.

Consumer Insurance Results by Operating Segment
Consumer Insurance presents its operating results in three operating segments – Retirement, Life and Personal Insurance.
The following section provides a comparative discussion of Consumer Insurance Results of Operations for 2014, 2013 and
2012 by operating segment.

Retirement Results
The following table presents Retirement results:
Years Ended December 31,
(in millions)

Revenues:
Premiums
Policy fees
Net investment income
Advisory fee and other income
Benefits and expenses:
Policyholder benefits and losses incurred
Interest credited to policyholder account balances
Amortization of deferred policy acquisition costs
Non deferrable insurance commissions
Advisory fee expenses
General operating expenses
Pre-tax operating income

$

$

Percentage Change
2014 vs. 2013
2013 vs. 2012

2014

2013

287 $
1,010
6,489
1,998

188 $
861
6,628
1,754

120
743
6,502
1,344

53 %
17
(2)
14

57 %
16
2
31

537
2,846
346
265
1,315
980
3,495 $

364
2,935
273
249
1,175
945
3,490 $

331
3,258
403
221
893
802
2,801

48
(3)
27
6
12
4
- %

10
(10)
(32)
13
32
18
25 %
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R E T I R E M EN T P R E - TAX O P E R AT I N G I NC OM E (i n mi l l i o n s )

2014 and 2013 Comparison
Pre-tax operating income for Retirement in 2014 was comparable to 2013, as higher policy fees and the higher positive
impact of actuarial assumption updates were offset by lower net investment income from alternative investments. The increase
in policy fees was driven by growth in variable annuity separate account assets from positive net flows and favorable equity
markets. A higher volume of commissions and advisory fees included in Other income, net of related expenses, was driven by
increased assets under management.
Pre-tax operating income in both years included a net positive impact from the update of certain estimated gross profit
assumptions used to amortize DAC and related items in the investment-oriented product lines, which resulted in a $246 million
net increase in pre-tax operating income in 2014, compared to a $233 million net increase in pre-tax operating income in 2013.
See Insurance Reserves - Life Insurance Companies DAC and Reserves – Update of Actuarial Assumptions for amounts by
product line and financial statement line item and additional discussion.
Net investment income for 2014 decreased compared to 2013, primarily due to a $158 million decrease in income from
alternative investments, including higher hedge fund income in 2013, which benefited from favorable equity market conditions
and several large hedge fund redemptions. The decrease in hedge fund income in 2014 compared to 2013 was partially offset
by an increase in private equity fund income.
Base net investment income for 2014 increased slightly compared to 2013, as participation income on a commercial mortgage
loan and income from the redemption of an invested asset in 2014 more than offset the effect of lower base yields from
reinvestment at rates below the weighted average yield of the overall portfolio. See Investments – Life Insurance Companies
for additional information on the investment strategy, asset-liability management process and invested assets of our Life
Insurance Companies, which include the invested assets of the Retirement business.
Overall, Retirement fixed maturity portfolio yields in 2014 declined compared to 2013, primarily as a result of investment
purchases and investment of portfolio cash flows at rates below the weighted average yield of the existing portfolio in the
historically low interest rate environment. The Fixed Annuities and Group Retirement product lines were able to maintain base
spreads in 2014 at a level comparable to 2013, and Retirement Income Solutions base spread increased, as a result of active
crediting rate management. See Spread Management below for additional discussion.
General operating expenses increased in 2014 compared to 2013, due in part to technology investments and the volume of
continued sales growth of annuities in the Retirement Income Solutions and Fixed Annuities product lines.
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2013 and 2012 Comparison
Pre-tax operating income for Retirement in 2013 increased significantly compared to 2012, reflecting higher fee income from
variable annuities driven by growth in assets under management, active spread management in interest rate sensitive product
lines, higher alternative investment income, and higher positive impact of actuarial assumption updates. Commissions and
advisory fees reflected in Advisory fee and other income, and related Advisory fee expenses, were both higher in 2013
compared to 2012 principally due to the acquisition of Woodbury Financial Services Inc. (Woodbury Financial) in November
2012.
Pre-tax operating income in 2013 included a net increase of $233 million from adjustments to update certain gross profit
assumptions used to amortize DAC and related items in investment-oriented product lines, compared to a net increase of $84
million in 2012. See Insurance Reserves - Life Insurance Companies DAC and Reserves – Update of Actuarial Assumptions
for additional information on assumption updates.
Net investment income for 2013 increased compared to 2012, primarily due to higher income from alternative investments,
partially offset by ML II fair value gains recognized in 2012 and lower base income due to reinvestment of investment proceeds
at lower rates. The $340 million increase in alternative investment income in 2013 compared to 2012 reflected higher hedge
fund income in 2013 due to favorable equity market conditions and several large redemptions from hedge funds.
General operating expenses increased in 2013 compared to 2012 primarily to support stronger sales of annuities in the
Retirement Income Solutions and Fixed Annuities product lines and increased Retail Mutual Fund sales. Higher operating
expenses in 2013 also reflected the acquisition of Woodbury Financial in November 2012, and the absence of guaranty fund
assessment credits received in 2012.
Spread Management
The contractual provisions for renewal of crediting rates and guaranteed minimum crediting rates included in products may
have the effect, in a sustained low interest rate environment, of reducing spreads and thus reducing future profitability.
Although this interest rate risk is partially mitigated through the Life Insurance Companies’ asset-liability management process,
product design elements and crediting rate strategies, a sustained low interest rate environment may negatively affect future
profitability.
Disciplined pricing on new business and active crediting rate management have allowed the Retirement operating segment to
maintain base investment spread rates in the Fixed Annuities and Group Retirement product lines for 2014 at a level
comparable to 2013, during a period in which base yields continued to decline due to investment of available cash flows in the
low interest rate environment, including the full year impact from reinvestment of proceeds from sales made during 2013 to
utilize capital loss carryforwards. The base investment spread rates for the Fixed Annuities and Group Retirement product line
improved in 2013 compared to 2012 as a result of our disciplined pricing and management of renewal crediting rates.
Disciplined pricing on new business is used to pursue new sales of annuity products at targeted net investment spreads in
the current rate environment. Retirement has an active product management process to ensure that new business offerings
appropriately reflect the current interest rate environment. To the extent that Retirement cannot achieve targeted net
investment spreads on new business, products are re-priced or no longer sold. Additionally, where appropriate, existing
products that had higher minimum rate guarantees have been re-filed with lower crediting rates as permitted under state
insurance laws for new sales. As a result, new sales of fixed annuity products generally have minimum interest rate guarantees
of one percent.
Renewal crediting rate management is done under contractual provisions in annuity products that were designed to allow
crediting rates to be reset at pre-established intervals subject to minimum crediting rate guarantees. Retirement has adjusted,
and will continue to adjust, crediting rates to maintain targeted net investment spreads on in-force business. In addition to
deferred annuity products, certain traditional long-duration products for which Retirement does not have the ability to adjust
interest rates, such as payout annuities, are exposed to reduced earnings and potential loss recognition reserve increases in a
sustained low interest rate environment. See Insurance Reserves - Life Insurance Companies DAC and Reserves – Loss
Recognition for additional discussion.
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As of December 31, 2014, Retirement’s fixed annuity reserves, which include fixed options offered within variable annuities
sold in the Group Retirement and Retirement Income Solutions product lines as well as reserves of the Fixed Annuities product
line, had minimum guaranteed interest rates ranging from 1.0 percent to 5.5 percent, with the higher rates representing
guarantees on older in-force products. As indicated in the table below, approximately 71 percent of annuity account values
were at their minimum crediting rates as of December 31, 2014, compared to 74 percent at December 31, 2013. The decrease
during 2014 in the percentage of annuity account values at the minimum crediting rate was primarily due to new deposits that
were crediting at rates above the contractual minimum, and may include sales inducements, as well as the run-off of older
business that was at minimum crediting rates. As a result of disciplined pricing on new business and the run-off of older
business with higher minimum interest crediting rates, fixed annuity account values having contractual minimum guaranteed
rates above 1 percent decreased from 84 percent at December 31, 2013 to 79 percent at December 31, 2014.
The following table presents fixed annuity account values by contractual minimum guaranteed interest rate and
current crediting rates:
Current Crediting Rates
1-50 Basis
More than 50
At Contractual Points Above
Basis Points
Minimum
Minimum Above Minimum
Guarantee
Guarantee
Guarantee

December 31, 2014
Contractual Minimum Guaranteed
Interest Rate
(in millions)

Fixed annuities *
1%
> 1% - 2%
> 2% - 3%
> 3% - 4%
> 4% - 5%
> 5% - 5.5%
Total
Percentage of total
*

$

$

2,277 $
12,450
31,674
12,922
7,966
224
67,513 $
71 %

7,732 $
3,502
136
51
11,421 $
12 %

10,271 $
4,453
1,818
14
4
5
16,565 $
17 %

Total
20,280
20,405
33,628
12,987
7,970
229
95,499
100 %

Fixed annuities shown include fixed options within variable annuities sold in Group Retirement and Retirement Income Solutions product lines.

Retirement Premiums and Deposits, Surrenders and Net Flows
Premiums
For Retirement, premiums primarily represent amounts received on life-contingent payout annuities. Premiums and deposits is
a non-GAAP financial measure that includes, in addition to direct and assumed premiums, deposits received on investmenttype annuity contracts and mutual funds.
The following table presents a reconciliation of Retirement premiums and deposits to GAAP premiums:
Years Ended December 31,
(in millions)

$

Premiums and deposits
Deposits
Other
Premiums

$

2014
24,023 $
(23,903)
167
287 $

2013
23,729
(23,690)
149
188

$

$

2012
16,048
(16,203)
275
120

Premiums increased in 2014 compared to 2013, and in 2013 compared to 2012, primarily due to higher immediate annuity
premiums in the Fixed Annuities product line.
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Premiums and Deposits and Net Flows
The following table presents Retirement premiums and deposits and net flows by product line:
Years Ended December 31,
(in millions)

Fixed Annuities
Retirement Income Solutions
Retail Mutual Funds
Group Retirement
Total Retirement premiums and deposits*

$

$

2014
3,578 $
10,325
3,377
6,743
24,023 $

2013
2,914 $
8,608
4,956
7,251
23,729 $

2012
1,469
4,828
2,723
7,028
16,048

Percentage Change
2014 vs. 2013
2013 vs. 2012
23 %
98 %
20
78
(32)
82
(7)
3
1 %
48 %

Years Ended December 31,
2014

(in millions)

Net flows
Fixed Annuities
Retirement Income Solutions
Retail Mutual Funds
Group Retirement
Total Retirement net flows*
*

$

$

(2,313) $
6,566
(1)
(3,797)
455 $

2013

2012

(2,820) $ (4,252)
5,092
1,598
2,780
1,018
(492)
302
4,560 $ (1,334)

Excludes activity related to closed blocks of fixed and variable annuities, which had reserves of approximately $5.4 billion and $6.0 billion at December 31,
2014 and 2013, respectively.

R E TI R E M E N T P R E M I U M S AN D D E P O S I TS B Y P R O D U C T L I N E ( i n m i l l i o n s )

Premiums and deposits for Retirement increased in 2014 compared to 2013, primarily due to continued strong demand for
variable and fixed index annuities in the Retirement Income Solutions product lines and improved sales in Fixed Annuities,
partially offset by lower deposits in Retail Mutual Funds and Group Retirement. Premiums and deposits improved significantly
in 2013 compared to 2012, primarily due to strong sales across all product lines. See below for additional discussion of each
product line.
Net flows for annuity products included in the Fixed Annuities, Retirement Income Solutions and Group Retirement product
lines represent premiums and deposits less death, surrender and other withdrawal benefits. Net flows from mutual funds,
which are included in both the Retail Mutual Funds and Group Retirement product lines, represent deposits less withdrawals.
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Total net flows for Retirement decreased in 2014 compared to 2013, as higher surrenders and withdrawals in 2014, primarily in
the Group Retirement and Retail Mutual Fund product lines, resulted in a significant decrease in net flows compared to 2013.
Net flows for Retirement increased in 2013 compared to 2012, primarily due to the increase in premiums and deposits, partially
offset by higher surrenders in Group Retirement and Retail Mutual Funds. See below for additional discussion of each product
line.
Premiums and Deposits and Net Flows by Product Line
A discussion of the significant variances in premiums and deposits and net flows for each product line follows:
Fixed Annuities deposits increased in 2014 compared to 2013 due to modest increases in interest rates and steepening of
the yield curve in the first half of 2014, compared to lower rates in the prior year, particularly in the first half of 2013. The
increase in Fixed Annuities deposits in 2013 compared to 2012 was due to the increase in market interest rates in the second
half of 2013. Fixed Annuities net flows continued to be negative, but improved slightly in 2014 compared to 2013, and
improved significantly in 2013 compared to 2012, primarily due to the increased deposits.
Retirement Income Solutions premiums and deposits and net flows increased significantly in 2014 compared to 2013, and in
2013 compared to 2012, reflecting a continued high volume of variable and index annuity sales, which have benefitted from
consumer demand for retirement products with guaranteed benefit features, product enhancements, expanded distribution and
a more favorable competitive environment. The improvement in the surrender rate (see Surrender Rates below) was primarily
due to the significant growth in account value driven by the high volume of sales, which has increased the proportion of
business that is within the surrender charge period.
Retail Mutual Fund deposits and net flows decreased in 2014 compared to 2013 and increased in 2013 compared to 2012.
These variances were primarily driven by activity in the Focused Dividend Strategy Fund, which had record sales in 2013. In
2014, the relative performance of the fund declined, putting pressure on sales and withdrawal activity.
Group Retirement net flows decreased in 2014 compared to 2013, primarily due to higher group surrender activity, as well as
lower premiums and deposits. The increase in surrenders and surrender rate for 2014 compared to 2013 included large group
surrenders of approximately $2.7 billion, but reserves of this product line grew in 2014 compared to 2013, and the 2014
surrender activity is not expected to have a significant impact on pre-tax operating income in 2015. The large group market has
become increasingly competitive and has been impacted by the consolidation of healthcare providers and other employers in
our target markets. This trend of heightened competition is expected to continue in 2015 as plan sponsors perform reviews of
existing retirement plan relationships. The decrease in Group Retirement net flows in 2013 compared to 2012 was primarily a
result of higher surrenders of individual participants as well as large group surrenders.
Surrender Rates
The following table presents reserves for annuity product lines by surrender charge category:
At December 31,

(in millions)

No surrender charge(b)
0% - 2%
Greater than 2% - 4%
Greater than 4%
Non-surrenderable
Total reserves

2014
Group
Retirement
Products(a)
$
61,751
1,648
1,657
5,793
770
$
71,619

Fixed
Annuities
$
34,396
2,736
2,842
12,754
3,464
$
56,192

2013
Retirement
Income
Solutions
$
1,871
17,070
4,254
26,165
151
$
49,511

Group
Retirement
Products(a)
$
60,962
1,508
1,967
5,719
315
$
70,471

Fixed
Annuities
$
30,906
2,261
4,349
16,895
2,758
$
57,169

Retirement
Income
Solutions
$
2,065
16,839
2,734
19,039
67
$
40,744

(a) Excludes mutual fund assets under management of $14.6 billion and $15.1 billion at December 31, 2014 and 2013, respectively.
(b) Group Retirement Products in this category include reserves of approximately $6.2 billion at both December 31, 2014 and 2013 that are subject to 20
percent annual withdrawal limitations.
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The following table presents surrender rates for deferred annuities by product line:
Years Ended December 31,
2014
Surrenders as a percentage of average account value
Fixed Annuities
Retirement Income Solutions
Group Retirement

7.0 %
7.1
11.6

2012

2013
6.6
8.7
9.0

%

6.3 %
10.3
8.7

Life Results
The following table presents Life results:
Years Ended December 31,
(in millions)

Revenues:
Premiums
Policy fees
Net investment income
Benefits and expenses:
Policyholder benefits and losses incurred
Interest credited to policyholder account balances
Amortization of deferred policy acquisition costs
Non deferrable insurance commissions
General operating expenses
Pre-tax operating income

$

$

Percentage Change
2012 2014 vs. 2013
2013 vs. 2012

2014

2013

2,679 $
1,443
2,199

2,737 $
1,391
2,269

2,804
1,370
2,283

3,771
507
321
257
885
580 $

3,568
542
360
272
849
806 $

3,601
511
400
314
895
736

(2)%
4
(3)
6
(6)
(11)
(6)
4
(28)

(2)%
2
(1)
(1)
6
(10)
(13)
(5)
10

L I F E P R E - TAX OPE R AT I N G I N C OM E (i n mi l l i o n s )

2014 and 2013 Comparison
Pre-tax operating income decreased in 2014 compared to 2013, primarily due to increases in policyholder benefit reserves,
lower net investment income and higher general operating expenses. Updates of actuarial assumptions also decreased pretax operating income by $119 million in 2014 compared to $80 million in 2013. The assumption updates in 2014 included $87
million of loss recognition expense to increase reserves for certain long-term care business. These decreases were partially
offset by a $28 million increase in pre-tax operating income in 2014 compared to 2013, due to a 2013 increase in equityindexed universal life reserves, which was reflected in Interest credited to policyholder account balances.
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Overall, mortality experience for 2014 was similar to 2013 and within pricing assumptions. Policyholder benefit expense in
2014 included an increase of approximately $104 million to the estimated reserves for IBNR death claims, which reflected
continuing efforts to identify deceased insureds and their beneficiaries who have not presented a valid claim, pursuant to the
2012 resolution of a multi-state audit and market conduct examination. The 2014 increase in the IBNR reserve was related
primarily to a legacy block of in-force and lapsed small face amount policies, for which the personal data elements to effect a
match against the Social Security Death Master File are unavailable or incomplete, such as full legal name, date of birth or
Social Security number. In 2014, in the process of reviewing these policies as required under the terms of the regulatory
agreement, we have refined our estimate of the ultimate cost of these claims. The $104 million reserve increase in 2014 was in
addition to amounts previously provided for IBNR claims in 2011 and 2012, which totaled $259 million. While we believe that
we are adequately reserved for such claims, there can be no assurance that the ultimate cost will not vary from the current
estimate.
Net investment income decreased in 2014 compared to 2013, primarily due to lower income from alternative investments and
lower yields on the base portfolio due to investment of portfolio cash flows at rates below the weighted average yield of the
existing portfolio. See Investments – Life Insurance Companies for additional discussion of the investment strategy, assetliability management process and invested assets of our Life Insurance Companies, which include the invested assets of the
Life business.
General operating expenses increased in 2014 compared to 2013 primarily due to strategic investments in technology and
service platforms in the U.S. and Japan.
2013 and 2012 Comparison
Pre-tax operating income increased in 2013 compared to 2012, primarily due to additional expenses recorded in 2012, which
included $67 million of loss recognition reserves for long-term care products, $57 million of additional IBNR claim reserves and
an $11 million regulatory assessment related to the resolution of multi-state regulatory examinations of death claims practices,
and an accrual of $20 million from consolidation of certain life operations and administrative systems. The increase in pre-tax
operating income in 2013 due to the absence of these prior year expenses was partially offset by a $28 million increase in
equity indexed universal life reserves in 2013, as well as a higher net negative adjustment of $80 million in 2013, compared to
$43 million in 2012, to update certain gross profit assumptions used to amortize DAC and related items for universal life
products.
Net investment income in 2013 decreased slightly compared to 2012, due to the absence of ML II fair value gains recognized
in 2012 and reinvestment of investment proceeds at lower rates, partially offset by higher income from alternative investments.
General operating expenses decreased in 2013 compared to 2012 primarily due to operational efficiencies driven by
technology improvements and process consolidation efforts.

Spread Management
Disciplined pricing on new business is used to continue to pursue new sales of life products at targeted net investment
spreads in a low interest rate environment. Life has a dynamic product management process to ensure that new business
offerings appropriately reflect the current interest rate environment. To the extent that Life cannot achieve targeted net
investment spreads on new business, products are re-priced or no longer sold. Additionally, where appropriate, existing
products with higher minimum rate guarantees have been re-filed with lower crediting rates as permitted under state insurance
laws for new sales. Universal life insurance interest rate guarantees are generally 2 to 3 percent on new non-indexed products
and zero to 2 percent on new indexed products, and are designed to be sufficiently low to meet targeted net investment
spreads.
In-force Management. Crediting rates for in-force policies are adjusted in accordance with contractual provisions that were
designed to allow crediting rates to be reset subject to minimum crediting rate guarantees.
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The following table presents universal life account values by contractual minimum guaranteed interest rate and
current crediting rates:
Current Crediting Rates
1-50 Basis
More than 50
At Contractual Points Above
Basis Points
Minimum
Minimum Above Minimum
Guarantee
Guarantee
Guarantee

December 31, 2014
Contractual Minimum Guaranteed
Interest Rate
(in millions)

Universal life insurance
1%
> 1% - 2%
> 2% - 3%
> 3% - 4%
> 4% - 5%
> 5% - 5.5%
Total
Percentage of total

$

$

83 $
34
516
2,119
4,039
331
7,122 $
64 %

- $
112
416
516
189
1,233 $
11 %

6 $
211
1,372
1,157
2,746 $
25 %

Total
89
357
2,304
3,792
4,228
331
11,101
100 %

Life Premiums and Deposits
Premiums for Life represent amounts received on traditional life insurance policies and group benefit policies. Premiums and
deposits for Life is a non-GAAP financial measure that includes direct and assumed premiums as well as deposits received on
universal life insurance.
The following table presents a reconciliation of Life premiums and deposits to GAAP premiums:
Years Ended December 31,
(in millions)

$

Premiums and deposits
Deposits
Other
Premiums

$

2014
4,806 $
(1,532)
(595)
2,679 $

2013
4,862
(1,541)
(584)
2,737

$

$

2012
4,864
(1,531)
(529)
2,804

The decrease in Life premiums in 2014 compared to 2013 was primarily due to the non-renewal of certain group benefit
accounts and the strengthening of the U.S. dollar against the Japanese yen, partially offset by solid growth in Japan premiums
excluding the effect of foreign exchange. The decrease in premiums for 2013 compared to 2012 was the result of the run-off
of an older block of traditional life in the U.S. and the strengthening of the U.S. dollar against the Japanese yen, which
exceeded the increase from new sales of traditional products.
Premiums and deposits decreased in 2014 compared to 2013, due to the decrease in premiums, and were consistent in 2013
with 2012.
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Personal Insurance Results
The following table presents Personal Insurance results:
Years Ended December 31,

Percentage Change
2014

2013

12,412 $

12,700 $

(442)

(323)

(in millions)

2012

2014 vs. 2013

2013 vs. 2012

Underwriting results:
Net premiums written

$

Increase in unearned premiums

13,302
(199)

(2)%
(37)

(5)%
(62)

11,970

12,377

13,103

(3)

(6)

6,488

7,025

7,764

(8)

(10)

Amortization of deferred policy acquisition costs

2,092

2,203

2,047

(5)

Other acquisition expenses

1,165

1,044

1,273

12

(18)

Total acquisition expenses

3,257

3,247

3,320

-

(2)

General operating expenses

2,220

2,292

2,297

(3)

33

Net premiums earned
Losses and loss adjustment expenses incurred
Acquisition expenses:

5

Underwriting income (loss)
Net investment income
Pre-tax operating income

$

8

(187)

(278)

NM

394

455

477

(13)

(5)

399 $

268 $

199

49 %

35 %

NE T P RE MI U MS W RI T TE N

PRE - TAX OP ER AT I N G I NC OM E

(in millions)

(in millions)

2014 and 2013 Comparison
Pre-tax operating income increased in 2014 compared to 2013, primarily due to a decrease in current accident year losses
and lower general operating expenses, partially offset by higher catastrophe losses and lower net favorable prior year loss
reserve development, higher acquisition expenses and a decrease in net investment income. Catastrophe losses were
$126 million in 2014, compared to $77 million in 2013. The accident year losses include severe losses of approximately $54
million in 2014 compared to $17 million in 2013. Net favorable loss reserve development was $77 million in 2014 compared to
$155 million in 2013, and included approximately $7 million of favorable loss reserve development from Storm Sandy
compared to $41 million in 2013. Foreign exchange did not have a significant impact on the pre-tax operating income
compared to 2013.
Acquisition expenses increased in 2014 compared to 2013, primarily due to the change in business mix and higher costs in
growth-targeted lines of business, partially offset by the effect of foreign exchange as a result of the strengthening of the U.S.
dollar against the Japanese yen. Direct marketing expenses, excluding commissions, for 2014 were $392 million, compared to
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$440 million in 2013. These expenses, while not deferrable, are expected to generate business that has an average expected
overall persistency of approximately five years and, in Japan, where the majority of the expenses are incurred, approximately
nine years. Excluding the impact of foreign exchange, direct marketing expenses decreased by approximately $24 million in
2014 compared to 2013. Direct marketing accounted for approximately 17 percent of net premiums written in both 2014 and
2013.
General operating expenses decreased in 2014 compared to 2013. Excluding the effect of foreign exchange, general
operating expenses remained flat, as efficiencies from organizational realignment initiatives were offset by increased
technology-related expenses.
Net investment income decreased in 2014 compared to 2013, primarily due to a decrease in interest rates during 2014, as
yields on new purchases were lower than the weighted average yield of the overall portfolio, lower income on alternative
investments, and lower income associated with investments accounted for under the fair value option method as an increase
related to the PICC P&C rights offerings was more than offset by a decrease from fixed maturity investments accounted for
under the fair value option. These were partially offset by the effect of continued portfolio diversification. Additionally, the
decrease in allocated net investment income was also due to a reduction in net loss reserves.
See MD&A — Investments for additional information on the Non-Life Insurance Companies invested assets, investment
strategy, and asset-liability management process.
2013 and 2012 Comparison
Pre-tax operating income increased in 2013 compared to 2012, primarily due to a lower underwriting loss, partially offset by a
decrease in net investment income. Underwriting results improved primarily due to lower catastrophe losses and higher net
favorable loss reserve development, coupled with lower acquisition expenses. Catastrophe losses in 2013 were $77 million,
compared to $382 million in 2012. Net favorable loss reserve development was $155 million in 2013, compared to $20 million
in 2012. Additionally, 2013 included approximately $41 million of favorable loss reserve development from Storm Sandy.
Foreign exchange did not have a significant impact on pre-tax operating income compared to 2012.
Acquisition expenses decreased in 2013 compared to 2012, primarily due to the change in business mix, partially offset by
increased costs in growth-targeted lines of business. Direct marketing expenses, excluding commissions, for 2013 were
$440 million, compared to $452 million in 2012. Excluding the effect of foreign exchange, direct marketing expenses increased
by approximately $46 million in 2013 compared to 2012.
General operating expenses decreased slightly in 2013 compared to 2012, primarily due to reduced costs of strategic
initiatives, technology-related and infrastructure expenses. These were largely offset by the increase in employee incentive
plan expenses, which reflected the alignment of employee performance with the overall performance of the organization,
including our stock performance, and accelerated vesting provisions for retirement-eligible individuals in the 2013 share-based
plan, as well as the strategic expansion into growth economy nations.
Net investment income decreased in 2013 compared to 2012, primarily due to a change in allocated investment income as a
result of lower net loss reserves from a change in the business mix.

Personal Insurance Net Premiums Written
The following table presents Personal Insurance net premiums written by major line of business:
Years Ended December 31,
(in millions)

Accident & Health
Personal Lines
Total Personal Insurance net premiums written

2014
$ 5,441 $
6,971
$ 12,412 $

97

2013
5,714 $
6,986
12,700 $

Percentage Change
2012 2014 vs. 2013
2013 vs. 2012
6,089
(5)%
(6)%
7,213
(3)
13,302
(2)%
(5)%
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PERS O N AL I NS UR AN C E
(in millions)

2014 and 2013 Comparison
Personal Insurance net premiums written decreased in 2014, compared to 2013, primarily due to the impact of foreign
exchange as the U.S. dollar strengthened against the Japanese yen. Excluding the effect of foreign exchange, net premiums
written increased in 2014 compared to 2013 as the business continued to grow through multiple product and distribution
channels, including direct marketing.
A&H net premiums written decreased in 2014 compared to 2013. The decrease was primarily due to our focus on maintaining
underwriting discipline in certain classes of business in the U.S., partially offset by growth in Japan and Latin America.
Personal Lines net premiums written, excluding the effect of foreign exchange, increased in 2014 compared to 2013. The
increase was primarily due to increased rates and improved retention in AIG Private Client Group and continued growth of
automobile business outside of Japan, partially offset by declines in the U.S. warranty service programs.
2013 and 2012 Comparison
Personal Insurance net premiums written decreased in 2013, compared to 2012, primarily due to the impact of foreign
exchange as the U.S. dollar strengthened against the Japanese yen. Excluding the impact of foreign exchange, net premiums
written increased in 2013 compared to 2012 as the business continued to build momentum through multiple distribution
channels.
A&H net premiums written, excluding the effect of foreign exchange, increased slightly in 2013 compared to 2012, primarily
due to our focused strategy to grow sales through the direct marketing distribution channel, individual A&H in Asia Pacific, and
the travel business which continued to increase in most geographies across the globe.
Personal Lines net premiums written, excluding the effects of foreign exchange, increased in 2013 compared to 2012. The
increases were driven by growth in AIG Private Client Group and the warranty service programs, automobile products and the
continued execution of our strategic initiative to grow higher value lines of business. In addition, the impact of excess of loss
ceded premiums and of the catastrophe bond issuances reduced net premiums written by $58 million compared to 2012.
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Personal Insurance Net Premiums Written by Region
The following table presents Personal Insurance net premiums written by region:
Percentage Change in
Years Ended December 31,

Percentage Change in

U.S. dollars
2013

3,824 $

3,794 $

3,779

1 %

Asia Pacific

6,516

6,893

7,714

(5)

(11)

1

2

EMEA

2,072

2,013

1,809

3

11

2

10

(2)%

(5) %

2 %

Americas

Total net premiums written

$

$

2012

2014 vs. 2013

Original Currency

2014

(in millions)

12,412 $ 12,700 $ 13,302

2013 vs. 2012
- %

2014 vs. 2013

2013 vs. 2012

4 %

2 %

3 %

P E R S O N AL I NS UR AN C E N E T P R E M I UM S W R I TT E N B Y R E G I ON
(i n mi l l i o n s )

2014 and 2013 Comparison
Americas net premiums written increased in 2014 compared to 2013, primarily due to an increase in all product lines in our
Latin America operations and growth in U.S. personal property and automobile businesses. These were partially offset by a
decrease in U.S. A&H due to our continued focus on maintaining underwriting discipline.
Asia Pacific net premiums written decreased in 2014 compared to 2013, primarily due to the strengthening of the U.S. dollar
against the Japanese yen. Excluding the effect of foreign exchange, net premiums written increased, primarily due to
production increases in Japan A&H and in property and automobile business outside of Japan.
EMEA net premiums written increased in 2014 compared to 2013, due to growth in the automobile business and warranty
service programs, partially offset by a decrease in the A&H business.
2013 and 2012 Comparison
Americas net premiums written increased in 2013 compared to 2012, primarily due to continued growth in property, the AIG
Private Client Group and rate actions related to the warranty retail program. This was partially offset by the effect of the timing
of catastrophe bond reinsurance transactions.
Asia Pacific net premiums written decreased in 2013 compared to 2012, primarily due to the strengthening of the U.S. dollar
against the Japanese yen. Excluding the effect of foreign exchange, net premiums written increased primarily due to our
focused strategy to grow sales through the direct marketing distribution channel. The expansion of business in Asia Pacific
countries outside of Japan was driven by an increase in individual personal accident insurance and personal lines products.
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EMEA net premiums written increased in 2013 compared to 2012, due to growth in all lines of Personal Insurance.

Personal Insurance Underwriting Ratios
The following tables present the Personal Insurance combined ratios based on GAAP data and reconciliation to the
accident year combined ratio, as adjusted:
Years Ended December 31,
Loss ratio
Catastrophe losses and reinstatement premiums
Prior year development net of premium adjustments
Net reserve discount benefit
Accident year loss ratio, as adjusted
Acquisition ratio
General operating expense ratio
Expense ratio
Combined ratio
Catastrophe losses and reinstatement premiums
Prior year development net of premium adjustments
Net reserve discount benefit
Accident year combined ratio, as adjusted

2014
54.2
(1.1)
0.7
53.8
27.2
18.5
45.7
99.9
(1.1)
0.7
99.5

PERS O N AL I NS UR AN C E R AT I O S

100

2013
56.8
(0.7)
1.3
57.4
26.2
18.5
44.7
101.5
(0.7)
1.3
102.1

Increase (Decrease)
2012 2014 vs. 2013 2013 vs. 2012
59.3
(2.6)
(2.5)
(3.0)
(0.4)
2.3
0.2
(0.6)
1.1
56.5
(3.6)
0.9
25.3
1.0
0.9
17.5
1.0
42.8
1.0
1.9
102.1
(1.6)
(0.6)
(3.0)
(0.4)
2.3
0.2
(0.6)
1.1
99.3
(2.6)
2.8
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The following tables present Personal Insurance accident year catastrophe and severe losses by region and the
number of events:
Catastrophes*
# of
Events

(in millions)

Year Ended December 31, 2014
Flooding
Windstorms and hailstorms
Tropical cyclone
Earthquakes
Reinstatement premiums
Total catastrophe-related charges
Year Ended December 31, 2013
Flooding
Windstorms and hailstorms
Tropical cyclone
Total catastrophe-related charges
Year Ended December 31, 2012
Flooding
Windstorms and hailstorms
Tropical cyclone
Drought
Reinstatement premiums
Total catastrophe-related charges
*

- $
14
4
1

Americas

Asia
Pacific

EMEA

Total

19 $

- $
51
9
1
61 $

- $
46
19
65 $

- $
- $

97
28
1
126

7 $
2
9 $

26 $
11
37 $

- $
33
33 $

2 $
5
7 $

28
16
33
77

- $
9
3
-

- $
12
343
355 $

- $
18
9
27 $

- $
- $

30
352
382

EMEA
- $
- $
- $

Total
54
17
33

12 $

Catastrophes are generally weather or seismic events having a net impact on Personal Insurance in excess of $10 million each.

Severe Losses*
Years Ended December 31,

# of
Events
Americas
4 $
50 $
1 $
17 $
4 $
13 $

(in millions)

2014
2013
2012

Asia
Pacific
4 $
- $
20 $

* Severe losses are defined as non-catastrophe individual first party losses and surety losses greater than $10 million, net of related reinsurance and salvage
and subrogation.

2014 and 2013 Comparison
The combined ratio decreased by 1.6 points in 2014 compared to 2013, primarily due to a lower loss ratio, partially offset by a
higher acquisition ratio as discussed below.
The accident year combined ratio, as adjusted, decreased by 2.6 points in 2014 compared to 2013, primarily due to an
improved accident year loss ratio, as adjusted.
The accident year loss ratio, as adjusted, decreased by 3.6 points in 2014 compared to 2013, as a result of improvements
across all lines of business. The lower losses associated with a warranty retail program were largely offset by an increase in
the related profit sharing arrangement, which increased the acquisition ratio in 2014 compared to 2013. The severe losses of
$54 million, resulting largely from four fire claims, accounted for 0.5 points of the accident year loss ratio, as adjusted, in 2014.
The general operating expense ratio remained unchanged in 2014 compared to 2013, reflecting the impact of efficiencies from
organizational realignment initiatives, offset by increased technology-related expenses.
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2013 and 2012 Comparison
The combined ratio decreased by 0.6 points in 2013 compared to 2012, primarily due to a lower loss ratio, partially offset by
higher acquisition and expense ratios as discussed below.
The accident year combined ratio, as adjusted, increased by 2.8 points in 2013 compared to 2012.
The accident year loss ratio, as adjusted, increased by 0.9 points in 2013 compared to 2012, primarily due to the effect of
higher losses associated with a warranty retail program, group accident, and travel business in the U.S. and Canada, which in
the aggregate increased the loss ratio by 1.7 points. This was partially offset by improvements in automobile and personal
property, as a result of rate and underwriting actions taken in 2013 and prior years. The higher losses associated with the
warranty retail program were largely offset by a decrease in the related profit sharing arrangement reflected in acquisition
costs.
The acquisition ratio increased by 0.9 points in 2013 compared to 2012, primarily due to the combined effect of lower net
premiums earned base, change in business mix and higher costs in growth-targeted lines of business. This was partially offset
by a decrease in a profit sharing arrangement associated with the warranty retail program noted above.
The general operating expense ratio increased by 1.0 point in 2013 compared to 2012, primarily due to the increase in
employee incentive compensation expense, partially offset by lower infrastructure project costs.

CORPORATE AND OTHER
Corporate and Other Results
The following table presents AIG’s Corporate and Other results:
Years Ended December 31,
(in millions)
Corporate and Other pre-tax operating loss:

Direct Investment book
Global Capital Markets
Run-off insurance Lines
Other businesses
AIG Parent and Other:
Equity in pre-tax operating earnings of AerCap(b)
Fair value earnings on PICC Group shares(c)
Corporate expenses, net:
Other income (expense), net
General operating expenses
Total Corporate expenses, net
Severance expense(a)
Interest expense
Total AIG Parent and Other operating loss
Retained interests:
Change in fair value of AIA securities,
including realized gain in 2012
Change in fair value of ML III
Consolidation and eliminations
Total Corporate and Other pre-tax operating income (loss)

$

2014

2013

1,241 $
359
(445)
236

1,448 $
625
403
(97)

434
37

-

128
(1,146)
(1,018)
(1,233)
(1,780)

90
(1,115)
(1,025)
(265)
(1,412)
(2,702)

1
(388)

4
(319)

Percentage Change
2012 2014 vs. 2013
2013 vs. 2012
1,215
557
(135)
(87)

(14)%
(43)
NM
NM

19 %
12
NM
(11)

NM
NM

NM
NM

149
(1,054)
(905)
(1,597)
(2,502)

42
(3)
1
NM
13
34

(40)
(6)
(13)
NM
12
(8)

2,069
2,888
4,005

NM
NM
(75)
(22)

NM
NM
NM
NM

-

(a) Includes $263 million of severance expense attributable to Property Casualty and Personal Insurance operating segments.
(b) Represents our share of AerCap’s pre-tax operating income, which excludes certain post-acquisition transaction expenses incurred by AerCap in connection
with its acquisition of ILFC and the difference between expensing AerCap’s maintenance rights assets over the remaining lease term as compared to the
remaining economic life of the related aircraft.
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(c) During 2014, the Life Insurance Companies sold their investment in PICC Group to AIG Parent.

Direct Investment Book Results
2014 and 2013 Comparison
DIB pre-tax operating income decreased in 2014 compared to 2013 primarily due to lower fair value appreciation on assetbacked security (ABS) collateralized debt obligations (CDOs) and declines in net credit valuation adjustments on assets and
liabilities for which the fair value option was elected, partially offset by lower interest expense on borrowings resulting from
redemptions and repurchases of DIB debt in 2014.
Fair value appreciation on ABS CDOs was $789 million and $954 million in 2014 and 2013, respectively. The fair value
appreciation on the ABS CDOs was higher in 2013, driven primarily by improved collateral pricing due to more significant
improvements in home price indices and amortization of the underlying collateral.
Net credit valuation adjustment gains of $291 million and $444 million were recognized in 2014 and 2013, respectively. The
decrease resulted primarily from lower gains on assets due to more significant widening of counterparty credit spreads in 2014
compared to 2013.
2013 and 2012 Comparison
DIB pre-tax operating income increased in 2013 compared to 2012 primarily due to fair value appreciation on ABS CDOs that
were acquired in the fourth quarter of 2012, partially offset by a decline in net credit valuation adjustments on assets and
liabilities for which the fair value option was elected.
Fair value appreciation on ABS CDOs was $954 million in 2013 driven primarily by improved collateral pricing due to
improvements in home price indices and amortization of the underlying collateral.
Net credit valuation adjustment gains of $444 million and $789 million were recognized in 2013 and 2012, respectively. The
decrease resulted primarily from a decline in the portfolio size due to sales and maturities as well as lower gains on assets due
to less significant tightening of counterparty credit spreads, partially offset by lower losses on liabilities due to less significant
tightening of AIG’s credit spreads in 2013 compared to 2012.
The following table presents credit valuation adjustment gains (losses) for the DIB (excluding intercompany
transactions):
Years Ended December 31,
(in millions)

Counterparty Credit Valuation Adjustment on Assets:
Other bond securities
Loans and other assets
Increase in assets
AIG's Own Credit Valuation Adjustment on Liabilities:
Notes and bonds payable
Guaranteed Investment Agreements
Other liabilities
Increase in liabilities
Net increase to pre-tax operating income

$

$
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2014

2013

322 $
322

488 $
10
498

(29)
(1)
(1)
(31)
291 $

(88)
41
(7)
(54)
444 $

2012
1,401
29
1,430
(526)
(81)
(34)
(641)
789
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Global Capital Markets Results
2014 and 2013 Comparison
GCM’s pre-tax operating income decreased in 2014 compared to 2013 primarily due to declines in unrealized market valuation
gains related to the super senior credit default swap (CDS) portfolio and declines in net credit valuation adjustments on
derivative assets and liabilities, partially offset by gains realized upon unwinding certain positions and a decrease in operating
expenses. As previously disclosed in prior quarters, a state regulatory agency has requested additional information relating to
the unwinding of a position on which we realized gains of $196 million in 2014.
Unrealized market valuation gains on the CDS portfolio of $256 million and $550 million were recognized in 2014 and 2013,
respectively. The decline resulted primarily from amortization and price movements within the CDS portfolio.
Net credit valuation adjustment losses of $98 million were recognized in 2014 compared to net credit valuation adjustment
gains of $195 million in the prior year. The decline resulted primarily from the recognition of credit valuation losses on
derivative assets in 2014 due to higher exposure of uncollateralized derivative assets compared to credit valuation gains on
uncollateralized derivative assets in the prior year due to the tightening of counterparty credit spreads.
2013 and 2012 Comparison
GCM’s pre-tax operating income increased in 2013 compared to 2012 primarily due to an improvement in net credit valuation
adjustments on derivative assets and liabilities, partially offset by a decline in unrealized market valuation gains related to the
super senior CDS portfolio and an increase in operating expenses.
Net credit valuation adjustment gains of $195 million were recognized in 2013 compared to net credit valuation adjustment
losses of $30 million in 2012. The improvement resulted primarily from lower losses on derivative liabilities due to less
significant tightening of AIG’s credit spreads in 2013 compared to 2012 and higher gains on derivative assets due to more
significant tightening of counterparty credit spreads in 2013 compared to 2012.
Unrealized market valuation gains on the CDS portfolio of $550 million and $617 million were recognized in 2013 and 2012,
respectively. The decline resulted primarily from amortization, price movements, terminations and maturities within the CDS
portfolio.

Run-off Insurance Lines Results
2014 and 2013 Comparison
Run-off insurance lines reported a pre-tax operating loss of $445 million in 2014 compared to income of $403 million in 2013,
primarily as a result of a $407 million charge from a decrease in reserve discount in 2014 compared to a $631 million benefit
from an increase in discount in 2013. This discounting-related charge was partially offset by a $98 million decrease in net
adverse prior year loss reserve development and an improvement in current accident year loss experience, particularly in the
environmental liability business (2004 and prior). The discount charge was primarily due to the decline in risk free rates during
2014 used under Pennsylvania and Delaware prescribed or permitted practices, change in payout pattern assumptions,
including the effect of commutations and accelerated settlements for the certain Excess Workers’ Compensation reserves, as
well as accretion. See Insurance Reserves - Discounting of Reserves for additional information.
2013 and 2012 Comparison
Run-off insurance lines reported pre-tax operating income of $403 million in 2013 compared to a loss of $135 million in 2012,
primarily as a result of a $631 million benefit in reserve discount compared to a $37 million charge in 2012, partially offset by a
$98 million increase in net adverse prior year loss reserve development. The discount benefit was primarily due the use of
permitted practices from state regulators to use payout patterns specific to the excess workers compensation reserves and a
discount rate based on the forward U.S Treasury curve plus a liquidity premium (as opposed to the previously prescribed
discount factors.
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Other Businesses
2014 and 2013 Comparison
Other businesses’ pre-tax operating income improved in 2014 compared to 2013 due to an increase in gains on investments in
life settlements resulting from higher net death benefits.
2013 and 2012 Comparison
Other businesses’ pre-tax operating loss in 2013 was essentially flat compared to 2012.

AIG Parent and Other Results
2014 and 2013 Comparison
AIG Parent and Other’s pre-tax operating losses decreased in 2014 compared to 2013 primarily due to our share of AerCap’s
pre-tax operating income, which is accounted for under the equity method, and lower interest expense from ongoing debt
management activities described in Liquidity and Capital Resources, partially offset by an increase in general operating
expenses.
General operating expenses increased in 2014 compared to 2013 as a result of centralizing processes to lower-cost locations
and increased costs related to investments in technology.
2013 and 2012 Comparison
AIG Parent and Other reported an increase in pre-tax operating losses in 2013 compared to 2012 primarily due to severance
charges and higher general operating expenses. These increases were partially offset by lower interest expense due to
various debt management activities described in Liquidity and Capital Resources.
General operating expenses increased in 2013 compared to 2012 due to higher incentive compensation costs. In addition,
2012 included reductions in expenses of $211 million resulting from the decrease in the estimate of the liability for the
Department of the Treasury’s underwriting fees in connection with sales of AIG Common Stock.

Retained Interests
Change in Fair Value of AIA Securities Prior to Their Sale
We sold our remaining 33 percent interest in AIA ordinary shares for proceeds of $14.5 billion and a net gain of $2.1 billion
through three sale transactions on March 7, September 11, and December 20, 2012.

Change in Fair Value of ML III Prior to Liquidation
The gains attributable to AIG’s interest in ML III for 2012 were based in part on the completion of the final auction of ML III
assets by the FRBNY, in the third quarter of 2012.
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Investments
OVERVIEW
Our investment strategies are tailored to the specific business needs of each operating unit. The investment objectives are
driven by the respective business models for Non-Life Insurance Companies, Life Insurance Companies, and AIG Parent
including the DIB. The primary objectives are generation of investment income, preservation of capital, liquidity management
and growth of surplus to support the insurance products. The majority of assets backing our insurance liabilities consist
of intermediate and long duration fixed maturity securities.

Investments Highlights in 2014


A decrease in interest rates on investment grade fixed maturity securities, partially offset by the widening of spreads,
resulted in net unrealized gains in the investment portfolio. Net unrealized gains in our available for sale portfolio
increased to approximately $19.0 billion as of December 31, 2014 from approximately $11.7 billion as of December
31, 2013.



We continued to make investments in structured securities and other fixed maturity securities and increased lending
activities in commercial mortgage loans with favorable risk versus return characteristics to improve yields and
increase net investment income.



Net investment income benefitted from positive performance on fixed maturity securities for which we elected the fair
value option, primarily driven by lower interest rates as well as income on alternative investments, which continued to
benefit from equity market performance.



Blended investment yields on new Non-Life and Life Insurance Companies’ investments were lower than blended
rates on investments that were sold, matured or called.



Other-than-temporary impairments remained at low levels.



The sale of ILFC to AerCap resulted in AIG receiving a 46 percent ownership interest in the outstanding common
stock of AerCap, which is included in Other invested assets and accounted for under the equity method.

Investment Strategies
Investment strategies are based on considerations that include the local and general market conditions, liability duration and
cash flow characteristics, rating agency and regulatory capital considerations, legal investment limitations, tax optimization and
diversification.
Some of our key investment strategies are as follows:
• Fixed maturity securities held by the U.S. insurance companies included in Non-Life Insurance Companies consist of a mix
of instruments that meet our current risk-return, tax, liquidity, credit quality and diversification objectives.
• Outside of the U.S., fixed maturity securities held by Non-Life Insurance Companies consist primarily of intermediate
duration high-grade securities generally denominated in the currencies of the countries in which we operate.
• While more of a focus is placed on asset-liability matching in Life Insurance Companies, our fundamental strategy across all
of our investment portfolios is to match the duration characteristics of the liabilities with assets of comparable duration, to
the extent practicable.
• AIG Parent actively manages its assets and liabilities in terms of products, counterparties and duration. AIG Parent’s
liquidity sources are held in the form of cash, short-term investments and publicly traded, intermediate term investment106

I T E M 7 / I N V E S TM E N TS

grade rated fixed maturity securities. Based upon an assessment of its immediate and longer-term funding needs, AIG
Parent purchases publicly traded, intermediate term, investment-grade rated fixed maturity securities that can be readily
monetized through sales or repurchase agreements. These securities allow us to diversify sources of liquidity while
reducing the cost of maintaining sufficient liquidity.

Investments by Legal Entity
The following tables summarize the composition of AIG's investments by legal entity:
Non-Life
Insurance
Companies

(in millions)

December 31, 2014
Fixed maturity securities:
Bonds available for sale, at fair value
Other bond securities, at fair value
Equity securities:
Common and preferred stock available for sale, at fair value
Other Common and preferred stock, at fair value
Mortgage and other loans receivable, net of allowance
Other invested assets
Short-term investments
Total investments*
Cash
Total invested assets
December 31, 2013
Fixed maturity securities:
Bonds available for sale, at fair value
Other bond securities, at fair value
Equity securities:
Common and preferred stock available for sale, at fair value
Other Common and preferred stock, at fair value
Mortgage and other loans receivable, net of allowance
Other invested assets
Short-term investments
Total investments*
Cash
Total invested assets

$

$

$

$

Life
Insurance
Companies

Corporate
and Other

Consolidations
and
Eliminations

92,942 $
1,733

164,527 $
2,785

5,933 $
15,634

(3,543)
(440)

4,241
495
6,686
10,372
4,154
120,623
1,191
121,814 $

150
20,874
11,916
2,131
202,383
451
202,834 $

4
554
704
12,109
5,827
40,765
116
40,881 $

(3,274)
121
(869)
(8,005)
(8,005)

97,202 $
1,995

158,225 $
2,406

7,282 $
18,558

(4,435)
(336)

3,574
198
4,088
9,339
5,420
121,816
1,496
123,312 $

80
538
19,209
13,026
6,462
199,946
584
200,530 $

2
98
850
6,398
10,882
44,070
161
44,231 $

(3,382)
(104)
(1,147)
(9,404)
(9,404)

Total

$

$

$

$

259,859
19,712
4,395
1,049
24,990
34,518
11,243
355,766
1,758
357,524

258,274
22,623
3,656
834
20,765
28,659
21,617
356,428
2,241
358,669

* At December 31, 2014, approximately 90 percent and 10 percent of investments were held by domestic and foreign entities, respectively, compared to
approximately 89 percent and 11 percent, respectively, at December 31, 2013.

The following table presents the components of Net Investment Income:
Years Ended December 31,
(in millions)

$

Interest and dividends
Alternative investments
Other investment income*
Investment expenses
Total net investment income

$

2014
13,246 $
2,624
726
(517)
16,079 $

2013
13,199 $
2,803
356
(548)
15,810 $

2012
13,544
1,769
5,634
(604)
20,343

* Includes changes in fair value of certain fixed maturity securities where the fair value option has been elected and which are used to economically hedge the
interest rate risk in GMWB embedded derivatives. For the years ended December 31, 2014, 2013 and 2012, the net investment income (loss) recorded on these
securities was $260 million, $(161) million and $37 million, respectively.

Net investment income for 2014 increased compared to 2013 primarily due to positive performance on bonds where we
elected the fair value option, driven by movements in interest rates, partially offset by lower income on alternative investments
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due to equity market performance and lower reinvestment yields on our fixed maturity securities portfolio due to the low
interest rate environment.
Net investment income for 2013 decreased compared to 2012 primarily due to fair value gains from our investments in ML II,
ML III and AIA prior to their sale in 2012.

Non-Life Insurance Companies
For the Non-Life Insurance Companies, the duration of liabilities for long-tail casualty lines is greater than that of other lines. As
a result, the investment strategy within the Non-Life Insurance Companies focuses on growth of surplus and preservation of
capital, subject to liability and other business considerations.
The Non-Life Insurance Companies invest primarily in fixed maturity securities issued by corporations, municipalities and other
governmental agencies and also invest in structured securities collateralized by, among other assets, residential and
commercial real estate and commercial mortgage loans. While invested assets backing reserves of the Non-Life Insurance
Companies are primarily invested in conventional fixed maturity securities, we have continued to allocate a portion of our
investment activity into asset classes that offer higher yields, particularly in the domestic operations. In addition, we continue to
invest in both fixed rate and floating rate investments for their risk-return attributes, as well as to manage our exposure to
potential changes in interest rates. This asset diversification has maintained stable average yields while the overall credit
ratings of our fixed maturity securities were largely unchanged. We expect to continue to pursue this investment strategy to
meet the Non-Life Insurance Companies’ liquidity, duration and credit quality objectives as well as current risk-return and tax
objectives.
In addition, the Non-Life Insurance Companies seek to enhance returns through investments in a diversified portfolio of private
equity funds and hedge funds. Although these alternative investments are subject to periodic earnings fluctuations, they have
historically achieved yields in excess of the fixed maturity portfolio yields and have provided added diversification to the
broader portfolio. The Non-Life Insurance Companies’ investment portfolio also includes, to a lesser extent, equity securities
and other yield-enhancing investments.
With respect to non-affiliate over-the-counter derivatives, the Non-Life Insurance Companies conduct business with highly
rated counterparties and do not expect the counterparties to fail to meet their obligations under the contracts. The Non-Life
Insurance Companies have controls in place to monitor credit exposures by limiting transactions with specific counterparties
within specified dollar limits and assessing the creditworthiness of counterparties periodically. The Non-Life Insurance
Companies generally use ISDA Master Agreements and CSAs with bilateral collateral provisions to reduce counterparty credit
exposures.
Fixed maturity investments of the Non-Life Insurance Companies domestic operations, with an average duration of 4.3 years,
are currently comprised primarily of tax-exempt securities, which provide attractive risk-adjusted after-tax returns, as well as
taxable municipal bonds, government and agency bonds, and corporate bonds. The majority of these high quality investments
are rated A or higher based on composite ratings.
Fixed maturity investments held in the Non-Life Insurance Companies foreign operations are of high quality, primarily rated A
or higher based on composite ratings, and short to intermediate duration, averaging 3.3 years.

Life Insurance Companies
The investment strategy of the Life Insurance Companies is to maximize net investment income and portfolio value, subject to
liquidity requirements, capital constraints, diversification requirements, asset-liability matching and available investment
opportunities.
The Life Insurance Companies use asset-liability management as a primary tool to monitor and manage risk in their
businesses. The Life Insurance Companies fundamental investment strategy is to maintain a diversified, high quality portfolio
of fixed maturity securities with the intent to largely match the characteristics of liabilities, including duration, which is a
measure of sensitivity to changes in interest rates. The investment portfolio of each product line is tailored to the specific
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characteristics of its insurance liabilities, and as a result, certain portfolios are shorter in duration and others are longer in
duration. An extended low interest rate environment may result in a lengthening of liability durations from initial estimates,
primarily due to lower lapses.
The Life Insurance Companies invest primarily in fixed maturity securities issued by corporations, municipalities and other
governmental agencies; structured securities collateralized by, among other assets, residential and commercial real estate;
and commercial mortgage loans.
In addition, the Life Insurance Companies seek to enhance returns through investments in a diversified portfolio of alternative
investments. Although these alternative investments are subject to periodic earnings fluctuations, they have historically
achieved yields in excess of the fixed maturity portfolio yields. The Life Insurance Companies investment portfolio also
includes, to a lesser extent, equity securities and yield enhancing items.
The Life Insurance Companies monitor fixed income markets, including the level of interest rates, credit spreads and the
shape of the yield curve. The Life Insurance Companies frequently review their interest rate assumptions and actively
manages the crediting rates used for their new and in-force business. Business strategies continue to evolve to maintain
profitability of the overall business in a historically low interest rate environment. The low interest rate environment makes it
more difficult to profitably price attractive guaranteed return products and puts margin pressure on existing products, due to the
challenge of investing recurring premiums and deposits and reinvesting investment portfolio cash flows in the low rate
environment while maintaining satisfactory investment quality and liquidity. In addition, there is investment risk associated with
future premium receipts from certain in-force business. Specifically, the investment of these future premium receipts may be at
a yield below that required to meet future policy liabilities.
Fixed maturity investments of the Life Insurance Companies domestic operations, with an average duration of 6.62 years, are
comprised of taxable corporate bonds, as well as taxable municipal and government bonds, and agency and non-agency
structured securities. The majority of these investments are held in the available for sale portfolio and are rated investment
grade based on its composite ratings.
Fixed maturity investments held in the Life Insurance Companies foreign operations are of high quality, primarily rated A or
higher based on composite ratings, and intermediate duration, averaging 12.68 years.

NAIC Designations of Fixed Maturity Securities
The Securities Valuation Office (SVO) of the NAIC evaluates the investments of U.S. insurers for statutory reporting purposes
and assigns fixed maturity securities to one of six categories called ‘NAIC Designations.’ In general, NAIC Designations of ‘1’
highest quality, or ‘2’ high quality, include fixed maturity securities considered investment grade, while NAIC Designations of ‘3’
through ‘6’ generally include fixed maturity securities referred to as below investment grade. The NAIC has adopted revised
rating methodologies for certain structured securities, including non-agency RMBS and CMBS, which are intended to enable a
more precise assessment of the value of such structured securities and increase the accuracy in assessing expected losses to
better determine the appropriate capital requirement for such structured securities. These methodologies result in an improved
NAIC Designation for such securities compared to the rating typically assigned by the three major rating agencies. The
following tables summarize the ratings distribution of Life Insurance Companies fixed maturity security portfolio by NAIC
Designation, and the distribution by composite AIG credit rating, which is generally based on ratings of the three major rating
agencies. See Investments – Credit Ratings herein for a full description of the composite AIG credit ratings.
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The following table presents the fixed maturity security portfolio of Life Insurance Companies categorized by NAIC
Designation, at fair value:
December 31, 2014
(in millions)

Total
Total

Below

Investment
NAIC Designation

1

Other fixed maturity securities

$

Mortgage-backed, asset-backed and collateralized

48,633 $
42,370

Total*

$

91,003 $

2
61,428 $
1,598
63,026 $

Investment

Grade
110,061

3
$

4,817 $

$

5,290 $

43,968
154,029

4

473

2,372 $
168
2,540 $

5

6

237 $

136 $

Grade
7,562 $

170

657

1,468

407 $

793 $

9,030 $

Total
117,623
45,436
163,059

* Excludes $4.3 billion of fixed maturity securities for which no NAIC Designation is available because they are not held in legal entities within Life Insurance
Companies that require a statutory filing.

The following table presents the fixed maturity security portfolio of Life Insurance Companies categorized by
composite AIG credit rating, at fair value:
December 31, 2014
(in millions)

Total
Total

Below

Investment
Composite AIG Credit Rating
Other fixed maturity securities

AAA/AA/A
$

Mortgage-backed, asset-backed and collateralized
Total*

48,550 $
26,240

$

74,790 $

BBB
61,875 $

Grade
110,425

2,893

29,133

64,768 $

139,558

BB
$
$

B

CCC and

Investment

Lower

Grade

4,354 $

2,538 $

306 $

7,198 $

1,470

1,613

13,220

16,303

5,824 $

4,151 $

13,526 $

23,501 $

Total
117,623
45,436
163,059

* Excludes $4.3 billion of fixed maturity securities for which no NAIC Designation is available because they are not held in legal entities within Life Insurance
Companies that require a statutory filing.

Credit Ratings
At December 31, 2014, approximately 90 percent of our fixed maturity securities were held by our domestic entities.
Approximately 17 percent of such securities were rated AAA by one or more of the principal rating agencies, and
approximately 17 percent were rated below investment grade or not rated. Our investment decision process relies primarily on
internally generated fundamental analysis and internal risk ratings. Third-party rating services’ ratings and opinions provide
one source of independent perspective for consideration in the internal analysis.
A significant portion of our foreign entities’ fixed maturity securities portfolio is rated by Moody’s Investors’ Service Inc.
(Moody’s), Standard & Poor’s Financial Services LLC, a subsidiary of The McGraw-Hill Companies, Inc. (S&P), or similar
foreign rating services. Rating services are not available for some foreign-issued securities. Our Credit Risk Management
department closely reviews the credit quality of the foreign portfolio’s non-rated fixed maturity securities. At December 31,
2014, approximately 17 percent of such investments were either rated AAA or, on the basis of our internal analysis, were
equivalent from a credit standpoint to securities rated AAA, and approximately five percent were below investment grade or not
rated. Approximately 44 percent of the foreign entities’ fixed maturity securities portfolio is comprised of sovereign fixed
maturity securities supporting policy liabilities in the country of issuance.

Composite AIG Credit Ratings
With respect to our fixed maturity investments, the credit ratings in the table below and in subsequent tables reflect: (a) a
composite of the ratings of the three major rating agencies, or when agency ratings are not available, the rating assigned by
the National Association of Insurance Commissioners (NAIC) Securities Valuations Office (SVO) (over 99 percent of total fixed
maturity investments), or (b) our equivalent internal ratings when these investments have not been rated by any of the major
rating agencies or the NAIC. The “Non-rated” category in those tables consists of fixed maturity securities that have not been
rated by any of the major rating agencies, the NAIC or us.
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See Enterprise Risk Management herein for a discussion of credit risks associated with Investments.
The following table presents the composite AIG credit ratings of our fixed maturity securities calculated on the basis
of their fair value:
Available for Sale

Other

Total

December 31,

December 31,

December 31,

December 31,

December 31,

December 31,

2014

2013

2014

2013

2014

2013

(in millions)
Rating:
Other fixed maturity
securities
AAA

$

15,463

$

17,437

$

5,322

$

5,510

$

20,785

$

22,947

AA

36,730

39,478

224

261

36,954

39,739

A

56,693

56,838

242

445

56,935

57,283

BBB

75,607

75,668

250

478

75,857

76,146

Below investment grade

10,651

9,904

303

321

10,954

10,225

1,035

311

-

-

1,035

Non-rated
Total

311

$

196,179

$

199,636

$

6,341

$

7,015

$

202,520

$

206,651

$

24,783

$

21,982

$

2,313

$

3,120

$

27,096

$

25,102

Mortgage-backed, assetbacked and collateralized
AAA
AA

4,078

3,404

1,549

2,357

5,627

5,761

A

7,606

6,906

494

660

8,100

7,566

BBB

3,813

3,973

620

679

4,433

4,652

23,376

22,333

8,314

8,683

31,690

31,016

Below investment grade

24

Non-rated
Total

40

81

109

105

149

$

63,680

$

58,638

$

13,371

$

15,608

$

77,051

$

74,246

$

40,246

$

39,419

$

7,635

$

8,630

$

47,881

$

48,049

Total
AAA
AA

40,808

42,882

1,773

2,618

42,581

45,500

A

64,299

63,744

736

1,105

65,035

64,849

BBB

79,420

79,641

870

1,157

80,290

80,798

Below investment grade

34,027

32,237

8,617

9,004

42,644

41,241

1,059

351

81

109

1,140

Non-rated
Total

$

259,859

$

258,274

$

19,712

$

22,623

$

279,571

460
$

280,897

Available-for-Sale Investments
The following table presents the fair value of our available-for-sale securities:
Fair Value at
December 31,
2014

(in millions)

Bonds available for sale:
U.S. government and government sponsored entities
Obligations of states, municipalities and political subdivisions
Non-U.S. governments
Corporate debt
Mortgage-backed, asset-backed and collateralized:
RMBS
CMBS
CDO/ABS
Total mortgage-backed, asset-backed and collateralized
Total bonds available for sale*

$

2,992
27,659
21,095
144,433
37,520
12,885
13,275
63,680
259,859
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Fair Value at
December 31,
2013
$

3,195
29,380
22,509
144,552
36,148
11,482
11,008
58,638
258,274
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Equity securities available for sale:
Common stock
Preferred stock
Mutual funds
Total equity securities available for sale
Total

3,629
25
741
4,395
264,254

$

3,219
27
410
3,656
261,930

$

* At December 31, 2014 and 2013, the fair value of bonds available for sale held by us that were below investment grade or not rated totaled $35.1 billion and
$32.6 billion, respectively.

The following table presents the fair value of our aggregate credit exposures to non-U.S. governments for our fixed
maturity securities:
December 31,
2014
$
5,728
2,181
1,315
661
648
639
619
614
545
465
7,682
$
21,097

(in millions)

Japan
Canada
Germany
Mexico
United Kingdom
Netherlands
Norway
France
Singapore
South Korea
Other
Total

$

$

December 31,
2013
6,350
2,714
1,281
622
510
759
682
1,005
457
538
7,593
22,511

The following table presents the fair value of our aggregate European credit exposures by major sector for our fixed
maturity securities:

Sovereign

(in millions)

Euro-Zone countries:
France
Netherlands
Germany
Spain
Italy
Belgium
Ireland
Finland
Luxembourg
Austria
*
Other Euro-Zone
Total Euro-Zone
Remainder of Europe
United Kingdom
Switzerland
Sweden
Norway
Russian Federation
Other remainder of Europe
Total remainder of Europe
Total
*

$

$
$

$
$

December 31, 2014
NonFinancial
Financial
Institution
Corporates

Structured
Products

Total

December 31,
2013
Total

614 $
639
1,315
49
19
236
70
133
703
3,778 $

1,372 $
1,357
431
407
256
111
31
15
12
88
4,080 $

2,512 $
1,819
2,375
1,080
957
626
682
134
209
10
229
10,633 $

- $
461
34
21
13
168
19
2
718 $

4,498
4,276
4,155
1,557
1,245
973
850
235
243
155
1,022
19,209

$

648 $
101
213
619
150
233
1,964 $
5,742 $

3,224 $
1,231
653
63
16
128
5,315 $
9,395 $

8,006 $
1,609
269
164
145
81
10,274 $
20,907 $

4,198 $
52
4,250 $
4,968 $

16,076
2,941
1,135
846
311
494
21,803
41,012

$

At December 31, 2014, we had no material credit exposure to the government of Greece.
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$

$
$

5,158
4,396
4,687
1,844
1,351
842
692
281
206
250
902
20,609
16,819
2,898
1,605
1,057
516
523
23,418
44,027
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Investments in Municipal Bonds

At December 31, 2014, the U.S. municipal bond portfolio of Non-Life Insurance Companies was composed primarily of
essential service revenue bonds and high-quality tax-backed bonds with over 96 percent of the portfolio rated A or higher.
The following table presents the fair values of our available for sale U.S. municipal bond portfolio by state and
municipal bond type:
State
General
Obligation

(in millions)

State:
California
New York
Texas
Massachusetts
Illinois
Washington
Florida
Virginia
Georgia
Arizona
Washington DC
Ohio
Pennsylvania
All other states
Total(a)(b)

$

742 $
36
274
662
115
497
183
81
286
125
151
231
1,190
4,573 $

$

December 31, 2014
Local
General
Obligation
Revenue
888 $
591
1,596
428
136
9
80
159
101
36
41
645
4,710 $

3,077 $
3,489
1,486
755
821
645
860
757
374
633
482
417
265
4,315
18,376 $

Total
Fair
Value
4,707 $
4,116
3,356
1,417
1,364
1,278
1,052
918
819
734
607
604
537
6,150
27,659 $

December 31,
2013
Total Fair Value
4,295
4,193
4,104
1,458
1,377
1,380
1,130
980
954
836
534
624
523
6,992
29,380

(a) Excludes certain university and not-for-profit entities that issue their bonds in the corporate debt market. Includes industrial revenue bonds.
(b) Includes $4.0 billion of pre-refunded municipal bonds.

Investments in Corporate Debt Securities
The following table presents the industry categories of our available for sale corporate debt securities:
Fair Value at
December 31,
2014

Industry Category
(in millions)

Financial institutions:
Money Center /Global Bank Groups
Regional banks — other
Life insurance
Securities firms and other finance companies
Insurance non-life
Regional banks — North America
Other financial institutions
Utilities
Communications
Consumer noncyclical
Capital goods
Energy
Consumer cyclical

$

113

10,682
543
3,575
422
5,625
6,636
8,169
23,705
10,316
16,792
8,594
12,038
11,197

Fair Value at
December 31,
2013
$

11,250
594
3,918
458
4,899
6,875
7,900
22,645
10,590
17,420
9,082
12,072
10,787
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Basic
Other
Total *
*

9,187
16,952
144,433

$

9,855
16,207
144,552

$

At both December 31, 2014 and December 31, 2013, approximately 93 percent of these investments were rated investment grade.

Investments in RMBS
The following table presents AIG’s RMBS available for sale investments by year of vintage:
Fair Value at
December 31,
2014

(in millions)

Total RMBS
2014
2013
2012
2011
2010
2009 and prior*
Total RMBS
Agency
2014
2013
2012
2011
2010
2009 and prior
Total Agency
Alt-A
2014
2013
2012
2011
2010
2009 and prior
Total Alt-A
Subprime
2014
2013
2012
2011
2010
2009 and prior
Total Subprime
Prime non-agency
2014
2013
2012
2011
2010
2009 and prior
Total Prime non-agency
Total Other housing related

$

$
$

$

871
2,724
2,382
5,310
1,596
24,637
37,520
799
2,625
2,234
3,428
1,571
1,753
12,410

$

26
12,975
13,001

$
$

2,423
2,423

$

$

$
$

8
126
1,882
7,047
9,063
623

Fair Value at
December 31,
2013
$

$
$

$

2,371
2,375
5,736
1,843
23,823
36,148
2,259
2,164
3,860
1,797
2,136
12,216

$

37
10,894
10,931

$
$

2,386
2,386

$

$

$
$

27
202
1,876
9
7,944
10,058
557

* Includes approximately $13.5 billion and $11.3 billion at December 31, 2014 and 2013, respectively, of certain RMBS that had experienced deterioration in
credit quality since their origination. See Note 6, Investments – Purchase Credit Impaired (PCI) Securities to the Consolidated Financial Statements for
additional discussion.
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The following table presents our RMBS available for sale investments by credit rating:
Fair Value at
December 31,
2014

(in millions)

Rating:
Total RMBS
AAA
AA
A
BBB
Below investment grade(a)
Non-rated
(b)
Total RMBS
Agency RMBS
AAA
AA
Total Agency
Alt-A RMBS
AAA
AA
A
BBB
Below investment grade(a)
Total Alt-A
Subprime RMBS
AAA
AA
A
BBB
Below investment grade(a)
Total Subprime
Prime non-agency
AAA
AA
A
BBB
Below investment grade(a)
Non-rated
Total prime non-agency
Total Other housing related

$

$
$
$
$

$
$

$
$

$
$

Fair Value at
December 31,
2013

14,699
418
546
911
20,937
9
37,520

$

12,405
5
12,410

$

7
33
85
317
12,559
13,001

$

18
117
252
207
1,829
2,423

$

2,076
253
205
351
6,169
9
9,063
623

$

$

$

$

$

$
$

14,833
477
598
1,051
19,163
26
36,148
12,210
6
12,216
32
54
114
381
10,350
10,931
27
117
233
248
1,761
2,386
2,462
288
248
383
6,651
26
10,058
557

(a) Includes certain RMBS that had experienced deterioration in credit quality since their origination. See Note 6, Investments – Purchased Credit Impaired
(PCI) Securities to the Consolidated Financial Statements for additional discussion.
(b) The weighted average expected life was six years at December 31, 2014 and seven years at December 31, 2013.

Our underwriting practices for investing in RMBS, other asset-backed securities and CDOs take into consideration the quality
of the originator, the manager, the servicer, security credit ratings, underlying characteristics of the mortgages, borrower
characteristics, and the level of credit enhancement in the transaction.
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Investments in CMBS
The following table presents our CMBS available for sale investments:
Fair Value at
December 31,
2014
$
11,265 $
1,372
248
$
12,885 $

(in millions)

CMBS (traditional)
Agency
Other
Total

Fair Value at
December 31,
2013
9,794
1,558
130
11,482

The following table presents the fair value of our CMBS available for sale investments by rating agency designation
and by vintage year:

(in millions)

December 31, 2014
Year:
2014
2013
2012
2011
2010
2009 and prior
Total
December 31, 2013
Year:
2013
2012
2011
2010
2009 and prior
Total

AAA

AA

A

Below
Investment
Grade

BBB

Non-Rated

Total

$ 1,570 $
183 $
2,684
442
1,158
61
1,022
20
161
958
626
$ 7,553 $ 1,332 $

11 $
- $
91
58
28
92
37
21
63
751
843
981 $ 1,014 $

- $
1,993
1,993 $

- $
12
12 $

1,764
3,275
1,351
1,100
224
5,171
12,885

$ 2,490 $
378 $
1,064
57
1,112
19
172
7
1,103
819
$ 5,941 $ 1,280 $

79 $
58 $
26
35
36
20
688
1,115
829 $ 1,228 $

- $
2,190
2,190 $

- $
14
14 $

3,005
1,196
1,187
179
5,915
11,482

The following table presents our CMBS available for sale investments by geographic region:
Fair Value at
December 31,
2014

(in millions)

Geographic region:
New York
California
Texas
Florida
New Jersey
Virginia
Illinois
Pennsylvania
Georgia
Massachusetts
North Carolina
Maryland
All Other*
Total

$

$
116

2,759
1,305
831
562
457
389
344
291
286
247
222
222
4,970
12,885

Fair Value at
December 31,
2013
$

$

2,110
1,187
718
501
436
373
317
236
240
224
204
195
4,741
11,482
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*

Includes Non-U.S. locations.

The following table presents our CMBS available for sale investments by industry:
Fair Value at
December 31,
2014

(in millions)

Industry:
Office
Retail
Multi-family*
Lodging
Industrial
Other
Total
*

$

3,652
3,700
2,889
1,127
679
838
12,885

$

Fair Value at
December 31,
2013
$

$

3,205
3,146
2,643
1,023
621
844
11,482

Includes Agency-backed CMBS.

The fair value of CMBS holdings remained stable throughout 2014. The majority of our investments in CMBS are in tranches
that contain substantial protection features through collateral subordination. The majority of CMBS holdings are traditional
conduit transactions, broadly diversified across property types and geographical areas.

Investments in CDOs
The following table presents our CDO available for sale investments by collateral type:
Fair value at
December 31,
2014

(in millions)

Collateral Type:
Bank loans (CLO)
Other
Total

$

6,683 $
388
7,071 $

$

Fair value at
December 31,
2013
4,613
529
5,142

The following table presents our CDO available for sale investments by credit rating:
Fair Value at
December 31,
2014

(in millions)

Rating:
AAA
AA
A
BBB
Below investment grade
Total

$

$

117

1,922 $
2,135
2,317
366
331
7,071 $

Fair Value at
December 31,
2013
594
1,374
2,158
499
517
5,142
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Commercial Mortgage Loans
At December 31, 2014, we had direct commercial mortgage loan exposure of $18.9 billion. At that date, over 99 percent of the
loans were current.
The following table presents the commercial mortgage loan exposure by location and class of loan based on
amortized cost:

(dollars in millions)

December 31, 2014
State:
New York
California
New Jersey
Florida
Texas
Illinois
Massachusetts
Colorado
Connecticut
Pennsylvania
Other states
Foreign
Total*

December 31, 2013
State:
California
New York
New Jersey
Florida
Texas
Connecticut
Pennsylvania
Ohio
Maryland
Massachusetts
Other states
Foreign
Total*
*

Number
of
Loans

Class
Retail
Industrial

Apartments

Offices

90
115
48
89
58
24
19
18
23
49
349
142
1,024

$

545 $
29
490
141
62
175
62
279
45
920
636
3,384 $

2,111
635
353
192
482
327
198
158
155
89
1,140
678
6,518

$

142
88
53
94
54
22
52
44
21
17
345
63
995

$

30 $
662
510
87
32
279
47
145
20
666
361
2,839 $

804
1,472
326
170
184
143
97
33
139
178
1,203
139
4,888

$

$

$

$

$

285
389
308
335
121
26
321
48
5
170
1,738
78
3,824

$

429
243
297
377
165
5
155
188
200
158
1,158
3,375

$

$

$

Hotel

148 $
68 $
472
597
30
118
137
171
187
73
36
120
43
107
16
494
310
63
176
1,689 $ 1,677 $

215 $
469
74
161
54
34
101
5
281
423
1,817 $

3,372
2,591
1,255
1,084
1,077
637
553
489
482
432
4,883
2,054
18,909

18 %
14
7
6
6
3
3
2
2
2
26
11
100 %

515 $
366 $
68
100
7
31
123
137
182
150
44
110
16
61
12
4
416
525
69
102
1,607 $ 1,431 $

697 $
152
42
165
62
13
3
4
34
490
393
2,055 $

2,841
2,697
1,213
1,059
775
471
438
430
379
370
4,458
1,064
16,195

18 %
17
6
7
5
3
3
3
2
2
27
7
100 %

Does not reflect allowance for losses.

See Note 7, Lending Activities, to the Consolidated Financial Statements for further discussion.

118

Others

Percent
of
Total
Total

I T E M 7 / I N V E S TM E N TS

Impairments
The following table presents impairments by investment type:
Years Ended December 31,
2014

(in millions)

Other-than-temporary Impairments:
Fixed maturity securities, available for sale
Equity securities, available for sale
Private equity funds and hedge funds
Subtotal
Other impairments:
Investments in life settlements
Other investments
Real estate
Total

$

$

180
37
30
247
201
126
8
582

2013
$

$

2012

173
14
45
232

$

971
112
19
1,334

$

723
106
221
1,050
309
151
7
1,517

Other-Than-Temporary Impairments
To determine other-than-temporary impairments, we use fundamental credit analyses of individual securities without regard to
rating agency ratings. Based on this analysis, we expect to receive cash flows sufficient to cover the amortized cost of all
below investment grade securities for which credit impairments were not recognized.
The following tables present other-than-temporary impairment charges recorded in earnings on fixed maturity
securities, equity securities, private equity funds and hedge funds.
Other-than-temporary impairment charges by reportable segment and impairment type:
Non-Life
Insurance
Companies

(in millions)

For the Year Ended December 31, 2014
Impairment Type:
Severity
Change in intent
Foreign currency declines
Issuer-specific credit events
Adverse projected cash flows
Total
For the Year Ended December 31, 2013
Impairment Type:
Severity
Change in intent
Foreign currency declines
Issuer-specific credit events
Adverse projected cash flows
Total
For the Year Ended December 31, 2012
Impairment Type:
Severity
Change in intent
Foreign currency declines
Issuer-specific credit events
Adverse projected cash flows
Total

$

$

$

$

$

3
8
9
60
5
85

$

6
1
1
43
1
52

$

35
4
8
324
1
372

$
119

Life
Insurance
Companies

$

$

$

$

Corporate
and Other
Operations

32
10
109
11
162

$

45
127
6
178

$

9
20
580
4
613

$

$

$

$

Total

-

$

2
2

$

38
27
65

$

$

$

$

3
40
19
169
16
247

6
48
1
170
7
232

44
62
8
931
5
1,050
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Other-than-temporary impairment charges by investment type and impairment type:
RMBS CDO/ABS

(in millions)

For the Year Ended December 31, 2014
Impairment Type:
Severity
Change in intent
Foreign currency declines
Issuer-specific credit events
Adverse projected cash flows
Total
For the Year Ended December 31, 2013
Impairment Type:
Severity
Change in intent
Foreign currency declines
Issuer-specific credit events
Adverse projected cash flows
Total
For the Year Ended December 31, 2012
Impairment Type:
Severity
Change in intent
Foreign currency declines
Issuer-specific credit events
Adverse projected cash flows
Total
*

$

$

$

$

$

$

80
16
96

$

1
36
7
44

$

4
433
5
442

$

$

$

$

CMBS

9
9

$

5
5

$

7
7

$

$

$

$

Other Fixed
Maturity

21
21

$

50
50

$

208
208

$

$

$

$

Equities/Other
Invested Assets*

27
19
8
54

$

46
1
27
74

$

$

$

34
8
24
66

$

$

Total

3 $
13
51
67 $

3
40
19
169
16
247

6 $
1
52
59 $

6
48
1
170
7
232

44 $
44
24
62
8
259
931
5
327 $ 1,050

Includes other-than-temporary impairment charges on private equity funds, hedge funds and direct private equity investments.

Other-than-temporary impairment charges by investment type and credit rating:
RMBS CDO/ABS

(in millions)

For the Year Ended December 31, 2014
Rating:
AAA
AA
A
BBB
Below investment grade
Non-rated
Total
For the Year Ended December 31, 2013
Rating:
AAA
AA
A
BBB
Below investment grade
Non-rated
Total

$

$

$

$

3
2
91
96

$

1
2
1
1
39
44

$

120

$

$

CMBS

5
4
9

$

5
5

$

$

$

Other Fixed
Maturity

21
21

$

50
50

$

$

$

Equities/Other
Invested Assets*

4
2
2
11
35
54

$

44
29
1
74

$

$

$

Total

- $
67
67 $

4
5
2
13
152
71
247

- $
59
59 $

1
2
1
45
123
60
232
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For the Year Ended December 31, 2012
Rating:
AAA
AA
A
BBB
Below investment grade
Non-rated
Total
*

$

10
432
442

$

$

2
5
7

$

$

208
208

$

$

2
4
26
34
66

$

$

- $
2
10
6
671
327
361
327 $ 1,050

$

Includes other-than-temporary impairment charges on private equity funds, hedge funds and direct private equity investments.

We recorded other-than-temporary impairment charges in the years ended December 31, 2014, 2013 and 2012 related to:
• issuer-specific credit events;
• securities for which we have changed our intent from hold to sell;
• declines due to foreign exchange rates;
• adverse changes in estimated cash flows on certain structured securities; and
• securities that experienced severe market valuation declines.
In addition, impairments are recorded on real estate and investments in life settlements.
There was no significant impact to our consolidated financial condition or results of operations from other-than-temporary
impairment charges for any one single credit. Also, no individual other-than-temporary impairment charge exceeded 0.01,
0.02 percent and 0.11 percent of total equity at December 31, 2014, 2013 and 2012, respectively.
In periods subsequent to the recognition of an other-than-temporary impairment charge for available for sale fixed maturity
securities that is not foreign-exchange related, we generally prospectively accrete into earnings the difference between the
new amortized cost and the expected undiscounted recoverable value over the remaining life of the security. The accretion that
was recognized for these securities in earnings was $725 million in 2014, $774 million in 2013 and $915 million in 2012. For a
discussion of our other-than-temporary impairment accounting policy, see Note 6, Investments to the Consolidated Financial
Statements.
The following table shows the aging of the pre-tax unrealized losses of fixed maturity and equity securities, the extent
to which the fair value is less than amortized cost or cost, and the number of respective items in each category:
December 31, 2014

Less Than or Equal

Greater Than 20%

Greater Than 50%

to 20% of Cost(b)

to 50% of Cost(b)

of Cost(b)

(a)

Aging

Unrealized
Cost(c)

(dollars in millions)

Unrealized

Loss

Items(e)

Cost(c)

Total

Unrealized

Loss Items(e)

Cost(c)

Unrealized

Loss Items(e)

Cost(c)

Loss(d)

Items(e)

359

2,059

Investment grade
bonds
0-6 months

$

7-11 months
12 months or more
Total

15,717

349

2,057

10

2

-

-

950

$

20

203

$

45
13

$

3

2

$

-

$

-

-

$

15,762
963

$

23

205

19,730

789

1,642

150

42

41

30

20

7

19,910

851

1,690

$

36,397

$

1,158

3,902

$

208

$

55

45

$

30

$

20

7

$

36,635

$

1,233

3,954

$

6,041

$

$

143

$

$

7

$

$

6,191

$

Below investment
grade bonds
0-6 months

187

1,634

37

56

4

3

228

1,693

7-11 months

1,185

49

299

17

4

11

5

3

4

1,207

56

314

12 months or more

3,270

220

381

245

78

48

6

4

4

3,521

302

433

456

2,314

119

115

11

11

586

2,440

Total

$

10,496

$

$

405

$

121

$

18

$

$

10,919

$
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Total bonds
0-6 months

$

7-11 months
12 months or more
Total(e)

21,758

536

3,691

47

58

4

3

2,135

$

69

502

$

188
30

$

7

13

$

7
5

$

3

4

$

21,953
2,170

$

587
79

3,752
519

23,000

1,009

2,023

395

120

89

36

24

11

23,431

1,153

2,123

$

46,893

$

1,614

6,216

$

613

$

174

160

$

48

$

31

18

$

47,554

$

1,819

6,394

$

379

$

40

90

$

42

$

13

26

$

-

$

-

-

$

421

$

53

116

-

1

1

1

-

-

40

91

14

27

-

-

Equity securities
0-11 months
12 months or more
Total

65
$

444

$

2
$

44

$

$

-

$

67
$

488

$

1

2

54

118

(a) Represents the number of consecutive months that fair value has been less than cost by any amount.
(b) Represents the percentage by which fair value is less than cost at December 31, 2014.
(c) For bonds, represents amortized cost.
(d) The effect on Net income of unrealized losses after taxes will be mitigated upon realization because certain realized losses will result in current decreases in
the amortization of certain DAC.
(e) Item count is by CUSIP by subsidiary.

Change in Unrealized Gains and Losses on Investments
The change in net unrealized gains and losses on investments in 2014 was primarily attributable to increases in the fair value
of fixed maturity securities. For 2014, net unrealized gains related to fixed maturity and equity securities increased by
$7.3 billion due to a decrease in interest rates on investment grade fixed maturity securities, partially offset by the widening of
spreads.
The change in net unrealized gains and losses on investments in 2013 were primarily attributable to decreases in the fair value
of bonds available for sale. Net unrealized gains related to fixed maturity and equity securities decreased by $13.7 billion
primarily due to the increase in U.S. Treasury rates, partially offset by the narrowing of credit spreads and the realization of
approximately $2.5 billion in gains from sales of securities.
See also Note 6, Investments to the Consolidated Financial Statements for further discussion of our investment portfolio.

Insurance Reserves
The following section provides discussion of insurance reserves for both the Non-Life Insurance Companies and the Life
Insurance Companies.

Non-Life Insurance Companies
The following section provides discussion of the consolidated liability for unpaid losses and loss adjustment expenses for the
Non-Life Insurance Companies.
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The following table presents the components of AIG’s gross loss reserves by major lines of business on a U.S.
statutory basis*:
At December 31,
(in millions)

$

Other liability occurrence (including asbestos and environmental)
International
Workers' compensation (net of discount)
Other liability claims made
Property
Auto liability
Products liability
Medical malpractice
Mortgage guaranty / credit
Accident and health
Commercial multiple peril
Aircraft
Fidelity/surety
Other
Total
*

$

2014
19,444
16,932
14,914
10,051
3,515
2,237
1,439
1,626
1,008
1,271
1,886
1,402
504
1,031
77,260

$

$

2013
21,023
17,126
15,390
10,645
4,111
2,581
1,463
1,714
1,348
1,378
1,886
1,276
538
1,068
81,547

Presented by lines of business pursuant to statutory reporting requirements as prescribed by the NAIC.

Gross loss reserves represent the accumulation of estimates of ultimate losses, including estimates for IBNR and loss
expenses, less estimated salvage and subrogation and applicable discount. The Non-Life Insurance Companies regularly
review and update the methods and assumptions used to determine loss reserve estimates and to establish the resulting
reserves. Any adjustments resulting from this review are reflected in pre-tax operating income. Because loss reserve estimates
are subject to the outcome of future events, changes in estimates are unavoidable given that loss trends vary and time is often
required for changes in trends to be recognized and confirmed. Reserve changes that increase prior years’ estimates of
ultimate cost are referred to as unfavorable or adverse development or reserve strengthening. Reserve changes that decrease
prior years’ estimates of ultimate cost are referred to as favorable development. See MD&A Critical Accounting Estimates –
Details of the Loss Reserving Process.
Net loss reserves represent gross loss reserves reduced by reinsurance recoverable, net of an allowance for unrecoverable
reinsurance.
The following table presents the components of net loss reserves:
December 31,
(in millions)

$

Gross loss reserves before reinsurance and discount
Less: discount
Gross loss reserves, net of discount, before reinsurance
Less: reinsurance recoverable*
Net liability for unpaid losses and loss adjustment expenses
*

$

2014
80,337 $
(3,077)
77,260
(15,648)
61,612 $

2013
85,102
(3,555)
81,547
(17,231)
64,316

Includes $1.5 billion and $1.6 billion of reinsurance recoverable under a retroactive reinsurance agreement at December 31, 2014 and 2013, respectively.

Gross loss reserves before reinsurance and discount are net of contractual deductible recoverable amounts due from
policyholders of approximately $12.4 billion and $12.0 billion at December 31, 2014 and 2013, respectively. These recoverable
amounts are related to certain policies with high deductibles (in excess of high dollar amounts retained by the insured through
self-insured retentions, deductibles, retrospective programs, or captive arrangements; each referred to generically as
“deductibles”), primarily for U.S. commercial casualty business, where the Non-Life Insurance Companies manage and pay the
entire claim on behalf of the insured and are reimbursed by the insured for the deductible portion of the claim. At December 31,
2014 and 2013, the Non-Life Insurance Companies held collateral totaling $9.4 billion and $9.0 billion, respectively, for these
deductible recoverable amounts, consisting primarily of letters of credit and assets in trusts.
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The following table classifies the components of net loss reserves by business unit:
December 31,
2014

(in millions)

Property Casualty:
Casualty
Financial lines
Specialty
Property
(a)
Total Property Casualty
Mortgage Guaranty
Personal Insurance
Personal lines
Accident and health
Total Personal Insurance(a)
Other run-off insurance lines
Net liability for unpaid losses and loss adjustment expenses

$

33,065
9,538
5,786
4,079
52,468
977

$

2,763
1,878
4,641
3,526
61,612

$

2013
34,494
9,803
5,485
4,293
54,075
1,287
3,385
2,094
5,479
3,475
64,316

$

(a) The December 31, 2013 balances have been reclassified between the Property Casualty and Personal Insurance lines of business. The impact of this
correction was a total decrease of $325 million in Property Casualty and a corresponding increase in Personal Insurance, with no income statement or balance
sheet impact.

Discounting of Reserves
The following table presents the components of loss reserve discount included above:
December 31,

2014
Run-off
Insurance
Lines

Property
Casualty

(in millions)

U.S. workers' compensation:
Tabular
Non-tabular
Asbestos
Total reserve discount

$

623 $
1,525
2,148 $

$

Property
Casualty

Total

229 $
689
11
929 $

852
2,214
11
3,077

2013
Run-off
Insurance
Lines

$

597 $
1,622
2,219 $

$

Total

201 $
1,102
33
1,336 $

798
2,724
33
3,555

The following table presents the net reserve discount benefit (charge):
Years Ended December 31,

2014

2013

Run-off
(in millions)
Change in loss reserve

Property

Insurance

Casualty

Lines

2012

Run-off
Total

Property

Insurance

Casualty

Lines

Run-off
Total

Property

Insurance

Casualty

Lines

Total

discount - current
accident year

$

189 $

- $

189

$

175 $

- $

175

$

348 $

- $

348

Change in loss reserve
discount - prior year
development

(52)

(336)

(388)

(249)

707

458

100

(13)

87

(208)

(71)

(279)

(248)

(76)

(324)

(348)

(24)

(372)

(37) $

63
100

Accretion of reserve
discount
Net reserve discount
benefit (charge)

$

(71) $

(407) $

(478) $

(322) $

631 $

309

$

100 $

U.S. Workers' compensation

$

(71) $

(385) $

(456) $

(322) $

649 $

327

$

100 $

- $

Asbestos

$

- $

(22) $

(22) $

- $

(18) $

(18) $

- $

(37) $

Comprised of:
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U.S. Workers’ Compensation
The Non-Life Insurance Companies discount certain workers’ compensation reserves in accordance with practices prescribed
or permitted by New York, Pennsylvania and Delaware. New York rules generally do not permit non-tabular discounting on
IBNR and prescribe a fixed 5 percent discount rate for application to case reserves. Pennsylvania permits non-tabular
discounting of IBNR and, commencing in 2013, approved a variable discount rate determined using risk-free rates based on
the U.S. Treasury forward yield curve plus a liquidity margin, applicable to IBNR and case reserves. Delaware has permitted
discounting on the same basis as the Pennsylvania domiciled companies.
The net reduction in workers’ compensation discount in 2014 of $456 million is primarily due to the decline in risk-free rates
during 2014 used under Pennsylvania and Delaware prescribed or permitted practices, changes in the payout pattern
assumptions, including the effect of commutations and accelerated settlements for certain excess workers’ compensation
reserves, as well as accretion. The change in rates used for discounting was the largest driver of the charge as Treasury rates
fell along the entire payout pattern horizon during 2014, and accounted for $397 million of the decrease. The accelerated
settlements and commutations in the excess workers’ compensation class of business during 2014 accounted for
approximately $111 million of the decrease. The effects of these changes were somewhat offset by increased discount from
newly established reserves for accident year 2014 and the impact of the first quarter re-pooling described below.
On January 1, 2014, the Non-Life Insurance Companies merged their two internal pooling arrangements into one pool, and
changed the participation percentages of the pool members, resulting in a reallocation of reserves from New York domiciled
companies to those domiciled in Pennsylvania and Delaware. As a result of these changes in the participation percentages
and domiciliary states of the participants of the combined pool, the Non-Life Insurance Companies recognized a discount
benefit of $110 million in the first quarter of 2014.
Annual Reserving Conclusion
AIG net loss reserves represent our best estimate of the liability for net losses and loss adjustment expenses as of December
31, 2014. While we regularly review the adequacy of established loss reserves, there can be no assurance that our ultimate
loss reserves will not develop adversely in future years and materially exceed our loss reserves as of December 31, 2014. In
our opinion, such adverse development and resulting increase in reserves are not likely to have a material adverse effect on
our consolidated financial condition, although such events could have a material adverse effect on our consolidated results of
operations for an individual reporting period.
The following table presents the rollforward of net loss reserves:
Years Ended December 31,
2014

2013

64,316 $
(1,061)
141

68,782 $
(617)
(79)
22

70,825
(90)
(11)
90

21,279
703
478

22,171
557
(309)

25,385
421
(63)

Losses and loss adjustment expenses incurred

22,460

22,419

25,743

Losses and loss adjustment expenses paid:
Current year
Prior years

6,358
17,886

7,431
18,780

8,450
19,325

24,244

26,211

27,775

61,612 $

64,316 $

68,782

(in millions)

Net liability for unpaid losses and loss adjustment expenses
at beginning of year
Foreign exchange effect
Other, including dispositions
Change due to retroactive asbestos reinsurance transaction
Losses and loss adjustment expenses incurred:
Current year, undiscounted
Prior years unfavorable development, undiscounted(a)
Change in discount

$

(b)

(b)

Losses and loss adjustment expenses paid

Net liability for unpaid losses and loss adjustment expenses
at end of year

$

(a) See tables below for details of prior year development by business unit, accident year and major class of business.
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(b) These amounts exclude benefit from retroactive reinsurance.

The following table summarizes development, (favorable) or unfavorable, of incurred losses and loss expenses for
prior years, net of reinsurance, by business unit and major class of business:
Years Ended December 31,
2014

(in millions)

Prior accident year development by major class of business:
Property Casualty - U.S. & Canada:
Excess casualty
Financial lines including professional liability
Environmental (post 1986 - ongoing)
Primary casualty:
Loss-sensitive (offset by premium adjustments below)
Other
Healthcare
Property excluding natural catastrophes
Natural catastrophes
All other, net
Total Property Casualty - U.S. & Canada
Property Casualty International:
Excess casualty
Primary casualty
Financial lines
Specialty
Property excluding natural catastrophes
Natural catastrophes
All other, net
Total Property Casualty - International
Total Property Casualty
Mortgage Guaranty
Consumer Personal Insurance - U.S. & Canada:
Natural catastrophes
All other, net
Total Consumer Personal Insurance - U.S. & Canada
Consumer Personal Insurance - International:
Natural catastrophes
All other, net
Total Consumer Personal Insurance - International
Total Consumer Personal Insurance
Run-off Insurance Lines - U.S. & Canada:
Asbestos and environmental (1986 and prior)
Run-off environmental (1987 to 2004)
Total all other, net
Total Run-off Insurance Lines - U.S. & Canada
Run-off Insurance Lines - International:
Asbestos and environmental (1986 and prior)
Total all other, net
Total Run-off Insurance Lines - International
Total Run-off Insurance Lines
Total prior year unfavorable development

$

Premium adjustments on primary casualty loss sensitive
Total prior year development, net of premium adjustments
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(36)
(47)
137

$

2013

2012

(144) $
(113)
151

157
(283)
161

105
445
109
50
(102)
72
733

89
409
(54)
(80)
179
23
460

54
477
68
(95)
(144)
147
542

(62)
(5)
182
(30)
(82)
(77)
(4)
(78)
655
(104)

(15)
(25)
74
(51)
(3)
(71)
(14)
(105)
355
30

(10)
(36)
33
(77)
(54)
(105)
(3)
(252)
290
(78)

(8)
(44)
(52)

(69)
(46)
(115)

11
9
20

(8)
(17)
(25)
(77)

(40)
(40)
(155)

(26)
(14)
(40)
(20)

126
120
(20)
226

57
238
22
317

70
166
236

$

(2)
5
3
229
703

$

10
10
327
557 $

5
(12)
(7)
229
421

$

(105)
598

$

(89)
468 $

(54)
367
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Net Loss Development
In determining the loss development from prior accident years, AIG analyzes and evaluates the change in estimated ultimate
loss for each accident year by class of business. For example, if loss emergence for a class of business is different than
expected for certain accident years, we examine the indicated effect such emergence would have on the reserves of that class
of business. In some cases, the higher or lower than expected emergence may result in no clear change in the ultimate loss
estimate for the accident years in question, and no adjustment would be made to the reserves for the class of business for
prior accident years. In other cases, the higher or lower than expected emergence may result in a large change, either
favorable or unfavorable. As appropriate, we make adjustments for the difference between the actual and expected loss
emergence for each accident year. As part of our reserving process, we also consider notices of claims received with respect
to emerging and/or evolving issues.
In 2014, the adverse prior year loss reserve development, including premium adjustments of $105 million, was $598 million,
which was driven by reserve increases on claims in Commercial Insurance and Other – U.S. The net adverse prior year loss
reserve development in Commercial Insurance was driven by Primary Casualty, Environmental, International Financial Lines
and Healthcare, partially offset by Natural catastrophes, International Primary Casualty and International Commercial Property,
while the adverse development in Other – U.S. was driven by adverse development on legacy asbestos and pollution
exposures (1986 and prior) and run-off environmental exposures (1987 – 2004). The U.S. Primary Casualty adverse prior year
loss reserve development of $445 million was driven by primary General Liability ($182 million), primary Auto Liability ($156
million) and primary Workers’ Compensation ($137 million) due to worse than expected emergence and updated loss
development and expected loss ratio assumptions.
During 2013, the adverse prior year loss reserve development including premium adjustments was $468 million. The increase
was primarily due to the increases in reserves by $108 million for Storm Sandy, $219 million for U.S. construction primary
general liability lines and $238 million for the run-off environmental (1987 to 2004) book.
In addition, we recognized additional premiums on loss sensitive business of $105 million, $89 million and $54 million for the
years ended December 31, 2014, 2013 and 2012, respectively, which entirely offset adverse development in that business.
For the year ended December 31, 2014, we incurred reinsurance reinstatement premiums of ($2) million, compared to $27
million for 2013 and $0 for 2012.
The following is a discussion of the primary reasons for the development in 2014, 2013 and 2012 of those classes of business
that experienced significant prior accident year development during the three-year period. See MD&A - Critical Accounting
Estimates for a description of our loss reserving process.
Excess Casualty – U.S.
The excess casualty class presents unique challenges for estimating the unpaid losses. Insureds are generally required to
provide notice of claims that exceed a threshold, either expressed as a proportion of the attachment (e.g., 50 percent of the
attachment) or for particular types of claims (e.g., death, quadriplegia). This threshold is generally established well below our
attachment point, to provide us with a precautionary notice of claims that could potentially pierce our layer of coverage. This
means that the majority of claims close without payment because the claims never pierce our layer, while the claims that close
with payment can be large and highly variable. Thus, estimates of unpaid losses carry significant uncertainty. For reserve
reporting purposes, we combine the Umbrella Excess casualty business with the high layer Catastrophic Casualty business
that attaches when losses exceed $50 million.
During 2014, Excess Casualty experienced $36 million of favorable development largely driven by savings on a few large
claims. In our Excess Umbrella analysis in 2014, our revised segmentation led to lower 2005 and subsequent accident year
estimates for non-mass tort claims where we expect underwriting actions and reductions in policy limits to have a favorable
effect on ultimate losses from accident years 2007 to 2013 in particular. This was entirely offset by higher selected ultimate
losses for accident years 2004 and prior as a result of updated loss development patterns for mass tort claims which we
segmented separately from the non-mass tort claims.
During 2013, Excess Casualty experienced $144 million of favorable emergence due to favorable outcomes on some large
cases from 2010 and lower than expected emergence in high layer Catastrophic Casualty business.
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During 2012, the Excess Casualty class of business experienced $157 million of adverse development based on worse than
expected Umbrella Excess emergence, primarily from adverse outcomes relating to certain large claims from older accident
years, from the legacy public entity excess casualty class of business and from a refined analysis applied to claims in excess
of $10 million. This refined analysis considered the impact of changing attachment points (primarily impacting frequency of
excess claims) and limit structures (primarily impacting severity of excess claims) throughout the loss development period.
Environmental and Pollution Products
We maintain an active environmental insurance business related to pollution legal liability and general liability for
environmental consultants and engineers, as well as run-off business for certain environmental coverage which provides cost
overrun protection, in some cases over long time periods. We evaluate and report reserves associated with this business
separately from the 1986 and prior asbestos and environmental reserves associated with standard General Liability and
Umbrella policies discussed under “Asbestos and Environmental Reserves”.
Historically, we had used traditional actuarial methods to assess the reserves for pollution products. The comprehensive claims
review process that began in 2012 provided a more refined approach for the development of actuarial estimates for toxic tort
claims (which were found to have a distinctly lengthier loss development pattern than other general liability claims in the
environmental portfolio) as well as a more appropriate methodology for incorporating case reserving based estimates of
ultimate loss costs for complex claims involving environmental remediation and/or from policies with high policy limits (greater
than $5 million per policy). Notwithstanding the refined methodology and approach applied in 2012 and subsequently,
considerable uncertainty remains over the ultimate loss costs for this class of business, especially for business written in
accident years 2003 and prior.
In 2014, our updated analysis of environmental and pollution products resulted in adverse prior year loss reserve development
of $120 million for pollution policies primarily written prior to 2004, which are managed by our run-off unit, and $91 million for
pollution policies written 2004 and subsequent. The prior year loss reserve development on policies written prior to 2004 is
mostly due to projected increases for individual claim estimates as determined by our run-off unit. The prior year loss reserve
development on policies written in 2004 and subsequent is due to an increase in the pure IBNR by reflecting an increase in the
estimated future severity for the pure IBNR claims and an increase in the expected loss ratios for recent years to reflect the
emerging experience and the results of updated claim file reviews completed in 2014. Our updated reviews did not establish
any discernible trends from a policy structure, industry class, or cause of loss standpoint. Rather, there were several large loss
increases associated with a single accident or catastrophe. While the average policy term for new business written is close to
three years, the results for more recent accident years can still be influenced by longer term policies issued in prior years. We
have continued to actively monitor and adjust policy terms offered in the pollution products class of business. Transactions with
policy terms greater than five years have been reduced by more than 75 percent, with policy terms in excess of five years now
accounting for just four percent of the gross written premiums of the book. The new business written continues to meet risk
adjusted profitability targets after the increased estimates of ultimate losses for the more recent accident years.
In 2013, our analysis of pollution products reflected an updated review of individual cases which indicated large increases in
the value of certain previously reported cases due to new developments such as the discovery of additional contamination in
certain sites, legislative changes, and court rulings, expansion of plaintiff damages and increased cost of remediation
technologies. Additionally, the number and severity of newly reported claims was higher than expected. As a result, we
increased our estimate of ultimate losses by approximately $269 million with approximately $201 million of this relating to
policies written in 2003 and prior. Significant changes in underwriting during 2004 changed the terms and conditions materially
for policies written after 2003 to reduce our exposure to these events.
Because of an increase in the frequency and severity of claims observed beginning in 2011, the 2012 loss reserve review
consisted of an intensive review of reported claims by a multi-disciplinary team including external specialists in environmental
law and engineering science, toxicologists and other specialists, our actuaries, claims managers and underwriters to reassess
our indicated loss reserve need. The review improved our understanding of factors that drive claim costs such as policy term,
limit, pollution conditions covered, location of incident and applicable laws and remediation standards. The analysis used these
factors to segment and analyze the claim data to determine ultimate costs, in some cases, on a claim by claim basis. As a
result of this analysis, $200 million of adverse prior year loss reserve development was recognized during 2012, including
$166 million for pollution products reported in the run-off unit. The majority (81 percent) of the adverse development related to
accident years 2003 and prior, before significant underwriting changes were adopted.
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In addition to reserving actions, we have made significant changes to the ongoing environmental business included in
Commercial Insurance with the goal of ensuring that the current policies are being written to earn an appropriate risk adjusted
profit. Underwriting guidelines have been revised to no longer cover known or expected clean up costs, which were a
significant driver of historical claims, and a “new emerging contaminants” team has been formed within the dedicated
environmental engineering staff to track any new cleanup standards that may be set by federal or state regulators. Further,
engineering reviews are required for specific business segments (such as oil and gas, and landfills) that have traditionally
generated higher losses.
Primary Casualty – U.S. and Canada
Primary Casualty includes Workers’ Compensation, General Liability and Auto Liability lines of business. In addition, these
lines of business are categorized into classes of business including National Accounts, Commercial Risk, Specialty Workers’
Compensation, Energy, Multi National, Construction, Transportation and Trucking.
The National Accounts class of business includes casualty insurance for businesses with revenues of $700 million or more.
The Commercial Risk class of business includes casualty insurance for businesses with revenues of less than $700 million.
The majority of the business is workers’ compensation. The Specialty Workers’ Compensation class of business includes
small monoline guaranteed cost risks. Our Specialty Workers’ Compensation class of business grew significantly in the early to
mid 2000s but has reduced premium writings by nearly 70 percent since 2007. The Energy class of business includes
casualty insurance (including workers’ compensation) in the mining, oil and gas and power generation sectors. The
Construction, Transportation and Trucking class of business includes casualty insurance (including workers’ compensation)
within that industry.
During 2014, we continued to refine our segmentation of primary workers’ compensation into guaranteed cost and excess of
large deductible business by deductible size group. The net result of the analysis was adverse development of $137 million for
the primary workers’ compensation class of business. The key drivers of the adverse development in this class of business
were increases for guaranteed cost business in California and New York, and increases for excess of large deductible
business, as well as adverse experience in the Construction class. Each of these segments appears to have been impacted
by specific structural changes in the portfolio. For California business, our tail factor increases were in response to changing
long-term medical development patterns. In New York, there has been a lengthening of the period between the date of
accident and the classification of non-scheduled permanent partial injuries. We completed a review of claim emergence and
payouts for our top six states in workers’ compensation and concluded that California and New York were the main states
where the loss development patterns had materially changed since our last review. For excess of large deductible business
across all states, we updated our analyses to consider the impact of changes in the mix of retentions that has occurred over
time as the data by retention band was becoming more credible. For the Construction class, we note that the construction
sector has experienced a comparatively slow recovery in payroll employment. As a result of the diminished employment
opportunities in this industry sector, injured workers may experience limited return-to-work opportunities, which moderate the
shortening of claim duration that normally accompanies a labor market recovery. For all other states combined excluding
California and New York, we saw favorable emergence in our middle market Specialty Workers’ Compensation segment. The
net effect of these revised selections had the greatest adverse effect on the Construction class of business ($140 million
adverse development) and the National Accounts class of business ($125 million adverse development). The most significant
favorable effect was in the Specialty Workers’ Compensation class of business ($155 million favorable development). Our
analysis considers our best estimate expectations of medical inflation and loss costs trends and also reflects the impacts of
enhancements in our claim management and loss mitigation activities, such as opioid management, fraud investigation and
medical management.
For primary general liability in 2014, we increased our ultimate losses for prior years by $182 million. This was largely driven by
the construction segment as a result of several large construction defect claims and increases in the costs of claims in New
York associated with New York Labor Law. The construction results in California and New York continue to be the main
sources of adverse development in our guaranteed cost primary general liability books although we did experience adverse
development from construction defect claims in other states in 2014. Our large account primary non-construction general
liability business was adversely impacted by claim activity in the layers excess of large insured retentions and we increased
our loss development patterns for these layers to reflect the changes.
For commercial auto in 2014, we reacted to an increase in frequency of large claims in the accident years 2010 to 2013, where
the economic recovery has contributed to increased frequency and severity, especially for those claims in excess of a client
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deductible of $500,000, which generally take several years to emerge and settle. This led to adverse prior year loss reserve
development of $156 million for the automobile subset of primary casualty.
During 2013, we continued to refine the segmentation of our analyses of primary workers’ compensation, which indicated that
prior year loss reserve development was flat after taking into account the initiatives that our claim function has undertaken to
manage high risk claims.
During 2013, for primary general liability, we increased our reserves for prior years by approximately $355 million. Most of the
increase was driven by construction-related primary general liability claims, especially construction defect claims where we
increased our ultimate loss estimates by $219 million to reflect the higher than expected frequency and severity of these
claims especially in states that experienced heavy increases in construction activity after the 2004 and 2005 hurricanes and
during the housing boom prior to 2007. Due to the subsequent home price declines observed in many of these states, the
frequency of reported losses has increased as the losses subsequently represented a larger percentage of the equity values of
the affected homes, and homeowners increasingly looked to insurance recoveries as a way to recoup some of that lost value.
During 2012, we significantly intensified our claims management efforts for those primary workers’ compensation claims which
are managed by AIG. These efforts include consulting with various specialists, including clinical and public health professionals
and other advisors. We also continued to refine our actuarial methodologies for estimating ultimate loss costs incorporating a
more refined segmentation by state (California and New York were analyzed separately) and a more refined approach for
business subject to deductibles as well as business subject to premium adjustments (loss-sensitive business). Based on these
enhanced reviews, we increased reserves by $46 million.
In 2012, we also reviewed the general liability loss experience of the primary casualty classes of business using a more refined
segmentation for business subject to a deductible as well as loss-sensitive business. Our review focused on applying actuarial
loss development analyses to those general liability claims for which these techniques are appropriate. As a result of this
analysis, we determined that prior year reserves needed to be increased by $235 million for the primary general liability class
of business in 2012 to reflect the worse than expected emergence of paid loss severities for both bodily injury and property
damage claims from the more recent accident years (2008 and subsequent).
Healthcare
During 2014, we recognized $109 million of adverse development in this class largely driven by three large and relatively
unusual claims of $25 million each in relatively recent accident years. While there have not been any significant structural
changes to the portfolio, there can be material volatility in loss experience in this class of business where individual claims can
be of high severity.
During 2013, this class recognized $54 million of favorable prior year development due to lower than expected loss emergence
in many classes such as Excess Hospital Liability.
During 2012, this class recognized $68 million of adverse prior year loss reserve development due to several large claims that
involved unusual coverage issues for this class. With the exception of these claims, this class experienced claim activity in line
with expectations.
Financial Lines – U.S. and Canada
Financial Lines business includes Director and Officer (D&O) and Related Management Liability, including various Professional
Liability classes of business as well as the Fidelity book of business. The Financial Lines book consists mostly of the D&O
class of business.
During 2014, we recognized $47 million of favorable development driven by the Professional Liability and D&O and Related
Management Liability classes of business, somewhat offset by adverse development on the Fidelity book in recent accident
years due to the changing economic cycle.
During 2013, we recognized $113 million of favorable development driven somewhat evenly among the Professional Liability,
Fidelity and D&O and Related Management Liability classes of business. The year-end 2013 Professional Liability loss reserve
actuarial review adopted a refined segmentation for this class of business with the selection of differentiated frequency and
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severity trends for various Professional Liability classes of business which appear to be behaving differently in the post
financial crisis years than when reviewed in total.
During 2012, we recognized $283 million of favorable development in these classes of business largely driven by the D&O and
Related Management Liability classes of business. For the year-end 2012 loss reserve review, our actuaries took into account
the favorable emergence during 2012 for several accident years, especially accident year 2010, the claims department’s
reviews of open claims and reduced the ultimate losses for prior accident years accordingly. The 2012 D&O and Related
Management Liability actuarial review also used a refined segmentation for this class of business with the selection of
differentiated frequency and severity trends. The overall loss cost used for this class of business in 2012 from the application
of the refined segmentation was slightly lower than that adopted for the 2011 review reflecting the continued favorable
emergence from the class of business
Financial Lines – International
Our Global Financial Lines Claims unit has implemented its target operating model in Europe and Australasia which has
provided our actuaries with more detailed case reserve data and analysis, enabling AIG’s actuaries to react sooner to case
development than in prior reserve studies. The actuaries see evidence of earlier settlement of claims on a paid and incurred
basis in the International Financial Lines class of business. During 2014, we recognized $182 million of adverse development
in the international Financial Lines segments, driven by large claims emergence in the U.K., Australasia and Europe. Multiple
accident years contributed to this total, but it was concentrated most heavily in accident years 2008-2011. The Australasia
emergence was due to a number of specific large losses in the Australia and New Zealand D&O business. In Europe, adverse
prior year loss reserve development was concentrated in the D&O class of business, where we have observed a greater
incidence of severe claims compared with prior years, and the Professional class of business, with large losses from one
insured. The new business written across International Financial Lines continues to meet risk adjusted profitability targets after
the increased estimates of ultimate losses for the more recent accident years.
During 2013, we recognized $74 million of adverse development, all of which stemmed from losses in the D&O books in
Europe, UK and Australasia, with the other segments showing modest favorable development. The development we
recognized can be directly linked to a small number of specific claims booked throughout the year.
During 2012, we recognized $33 million of adverse development, concentrated in Europe and Australasia D&O, which was
related to a small number of specific severe claims in those regions.
Excess Workers’ Compensation – U.S.
This class of business, which is reported in our run-off unit, has an extremely long tail and is one of the most challenging
classes of business to reserve for, particularly when the excess coverage is provided above a self-insured retention layer. The
class is highly sensitive to small changes in assumptions — in the rate of medical inflation or the longevity of injured workers,
for example — which can have a significant effect on the ultimate reserve estimate.
During 2014, we updated our analyses of Excess Workers compensation using a range of scenarios and methodologies and
determined that our carried reserves were adequate after recognizing $20 million of favorable prior year development as a
result of claim settlements and commutations of assumed reinsurance business, as well as reflecting changes in estimates in
our loss mitigation strategies. We commuted several large assumed reinsurance agreements in 2014 and reduced the
reserves faster than was previously expected as a result of our proactive management by the run-off unit. The reduction in
nominal reserves as a result of assumed reinsurance commutations and individual claims settlement strategies amounted to
$242 million in 2014, compared to $25 million in 2013. The results from these strategies also impacted the loss payout
patterns used in our discount calculations, previously discussed.
During 2013, we updated our analysis of Excess Workers’ Compensation reserves and determined that no changes to our
carried reserves were needed. We also updated our analysis of underlying claims cost drivers used in 2012 through accident
year 2004, discussed in more detail below.
During the 2012 loss reserve review, we augmented traditional reserve methodologies with an analysis of underlying claims
cost drivers to inform our judgment of the ultimate loss costs for open reported claims from accident years 2003 and prior
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(representing approximately 95 percent of all open reported claims) and used the refined analysis to inform our judgment of
the ultimate loss cost for claims that have not yet been reported using a frequency/severity approach for these accident years.
This approach was deemed to be most suitable for injured workers whose medical conditions had largely stabilized (i.e., at
least 9 to 10 years have elapsed since the date of injury). The reserves for accident years 2004 and subsequent (13 percent of
total case and IBNR reserves for this class) were determined using traditional methods.
Natural Catastrophes
During 2014, we experienced favorable property catastrophe prior year development of $102 million in our U.S. and Canada
business, primarily due to several U.S. events in accident year 2013. We also experienced favorable property catastrophe prior
year loss reserve development of $77 million from our international property class of business.
During 2013, we experienced adverse development from Storm Sandy totaling $108 million, or 5.4 percent of the 2012
estimate. This development resulted from higher severities on a small number of large and complex commercial claims driven
by a number of factors including the extensive damage caused to properties in the downtown New York metropolitan area.
During 2012, we experienced favorable development from the Tohoku Catastrophe in Japan due to commercial claim
severities being less than previously reserved.
International Casualty
During 2014, 2013 and 2012, we had $67 million, $40 million, and $46 million of favorable development, respectively. The
favorable development in each year is due to lower than expected loss emergence in many classes and countries outside the
U.S., with the majority from various countries in the EMEA region.
Personal Insurance
During 2014, we experienced favorable loss reserve development of $16 million from Natural Catastrophes, primarily related to
Storm Sandy. The remaining $61 million of favorable development is primarily from Homeowners, International Accident &
Health and U.S. Warranty.
Mortgage Guaranty
Mortgage Guaranty business includes domestic first liens (93 percent of total reserves) and small run-off books in second
liens, student loans and international.
During 2014, we recognized $104 million of favorable prior year loss reserve development driven in part by steady increases in
year-over-year first lien cure rates, a reflection of the improved economic environment, and in part by favorable frequency
trends and recoveries in second lien claims. Partially offsetting these improvements were upward trends in severity,
particularly for older (pre-2012) accident periods.
During 2013, we recognized $30 million of adverse prior year loss reserve development due to unfavorable emergence of
overturns of prior claim cancellations and increased severity estimates in first liens, partially offset by favorable frequency in
student loans and a reduction in the unallocated loss adjustment expense reserve.
During 2012, we recognized $78 million of favorable prior year loss reserve development due to higher than expected
cancellation rates on first lien legacy claims, combined with improving frequency trends and strong recoveries in second lien
claims.
See Item 7. MD&A — Critical Accounting Estimates — Liability for Unpaid Losses and Loss Adjustment Expenses for further
discussion of our loss reserving process.
See Commercial Insurance and Consumer Personal Insurance Results herein for further discussion of net loss development.
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The following table summarizes development, (favorable) or unfavorable, of incurred losses and loss adjustment
expenses for prior years, net of reinsurance, by accident year:
Years Ended December 31,
(in millions)

Prior accident year development by accident year:
Accident Year
2013
2012
2011
2010
2009
2008
2007
2006
2005
2004 and prior (see table below)
Total prior year unfavorable development

$

$

2014

2013

2012

(283) $
(59)
37
12
31
8
(113)
64
105
901
703 $

- $
(181)
217
(350)
157
(1)
(75)
61
729
557 $

(162)
(75)
(45)
(150)
157
(20)
112
604
421

Net Loss Development by Accident Year
For 2014, the favorable development in accident years 2013 and 2012 was driven by Financial Lines, Commercial Property
and other short tailed lines, like Personal Lines. For accident year 2007, the favorable development was driven by U.S. and
Canada Financial lines and Excess Casualty. For accident years 2004 and prior, the adverse development was driven by the
Excess Casualty results of the mass-tort resegmentation analysis, the updated primary workers’ compensation loss
development selections (principally in California, New York and the excess of deductible segments) as well as the run-off
pollution products business (1987-2004) and the asbestos and environmental (1986 and prior) exposure.
For 2013, the favorable development from accident year 2012 was driven primarily by consumer lines and lower losses in
domestic commercial property, while the favorable development from accident year 2010 was primarily the result of favorable
claims emergence from domestic excess casualty and from liability and financial lines coverage policies that are on a claims
made basis. The adverse development from accident year 2011 was driven by large losses in financial lines and adverse
development in primary casualty, including the loss-sensitive business. The adverse development from accident year 2009
was driven by large losses in financial lines and adverse development in primary casualty including loss-sensitive business.
For the same periods, the adverse development from accident years 2003 and prior was primarily driven by loss development
on toxic tort claims, construction general liability claims and pollution product claims.
For 2012, the favorable development from accident year 2011 was driven primarily by the favorable development on natural
catastrophes, primarily the Tohoku Catastrophe, and the adverse development from accident years 2003 and prior was
primarily the result of the increase in reserves on runoff pollution product business (policies written between 1987 and 2003).
For certain categories of claims (e.g., construction defect claims and environmental claims) and for reinsurance recoverable,
losses may sometimes be reclassified to an earlier or later accident year as more information about the date of occurrence
becomes available to AIG. These reclassifications are shown as development in the respective years in the tables above.
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The following table summarizes development, (favorable) or unfavorable, of incurred losses and loss adjustment
expenses for accident year 2004 and prior by major class of business and driver of development:
Years Ended December 31,
2014

(in millions)

2004 and prior accident year development by major class of business and
driver of development:
Excess Casualty - primarily mass torts(a)
Excess Casualty - all other
Primary Casualty - loss sensitive business(b)
Primary Casualty - all other(c)
Environmental (post 1986 - ongoing) and Run-off environmental (1987 to 2004)(d)
Asbestos and Environmental (1986 and prior)
Commutations(e)
All Other
Total prior year unfavorable development

$

$

301
53
37
196
97
124
63
30
901

$

$

2013

2012

- $
251
(24)
102
214
67
21
98
729 $

(108)
83
183
250
75
78
43
604

(a) Updates of mass tort loss development patterns.
(b) Loss sensitive business that is offset by premium adjustments and has no income statement impact. Approximated based on prior accident year development
recognized from policy year premium charges.
(c) Includes loss development on excess of deductible exposures in workers’ compensation, general liability and commercial auto.
(d) Includes results of comprehensive specific large claim file reviews initiated in 2012 and updated in 2013 and 2014.
(e) The effects of commutations are shown separately from the related classes of business, primarily excess workers’ compensation. Commutations are
reflected for the years in which they were contractually binding.

The main sources of unfavorable prior year development for accident years 2004 and prior, representing 95 percent of the total
recorded in 2012 through 2014, are as follows:
• Update of the mass tort loss development patterns used for U.S. Excess Casualty which accounted for $301 million and
other loss emergence including specific large loss development totaling $196 million across the three years;
• Loss sensitive business that is entirely offset by premium adjustments accounted for $96 million;
• Update of the loss development patterns used for U.S. Primary Casualty including loss development patterns used in
guaranteed cost workers’ compensation in CA and NY, the construction class of business and updates to the loss
development patterns for business written on excess of deductible exposures in workers’ compensation, general liability and
the commercial auto classes of business which collectively accounted for approximately $577 million across the three years;
• Update of the Environmental run-off portfolio’s losses following the 2012 comprehensive claims review that provided a more
refined approach for the development of actuarial estimates for toxic tort claims (which were found to have a distinctly
lengthier loss development pattern than other general liability claims in the environmental portfolio) as well as a more
appropriate methodology for incorporating case reserving based estimates of ultimate loss costs for complex claims
involving environmental remediation and/or from policies with high policy limits (greater than $5 million per policy). These
updates which commenced in 2012 and have been applied in each subsequent year, accounted for approximately $561
million;
• Update of our net retained asbestos and environmental exposure from 1986 and prior which accounted for approximately
$266 million ($196 million environmental and $70 million asbestos) across the three years; and
• Commutations in the three-year period ending December 31, 2014, accounted for approximately $162 million. These
commutations serve to reduce the uncertainty in AIG’s required reserves.
During the period 2012 to 2014, we completed comprehensive refinements of our reserving methodologies for U.S. mass tort,
toxic tort, retained asbestos, environmental and other specific large losses. We also conducted extensive additional studies to
corroborate our judgments for our U.S. primary workers compensation and excess workers’ compensation classes of business.
Further, we refined our loss reserving methodologies for our U.S. Excess Casualty class of business and our U.S. Primary
Casualty class of business written over excess of deductible exposures where loss development patterns may lengthen if
client retentions increase over time. Collectively, the reserves for the aforementioned classes of business or loss exposures
account for the majority of the remaining net loss reserves for accident years 2004 and prior.
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Asbestos and Environmental Reserves
Loss Reserve Estimates - Asbestos and Environmental
We consider a number of factors and recent experience, in addition to the results of both external and internal analyses, to
estimate asbestos and environmental loss reserves. Nonetheless, we believe that significant uncertainty remains as to our
ultimate liability for asbestos and environmental claims, which is due to several factors, including:
• the long latency period between asbestos exposure and disease manifestation, leading to the potential for involvement of
multiple policy periods for individual claims;
• claims filed under the non-aggregate premises or operations section of general liability policies;
• the number of insureds seeking bankruptcy protection and the effect of prepackaged bankruptcies;
• diverging legal interpretations; and
• the difficulty in estimating the allocation of remediation cost among various parties with respect to environmental claims.
In 2014, both the retained accounts and retroceded account ground-up reviews for asbestos were updated. As a result, we
decreased gross undiscounted asbestos loss reserves by $6 million and increased net undiscounted asbestos loss reserves
by $64 million. The net undiscounted increase reflects a buyout settlement on a retained account as well as a reduction in
estimated ceded loss reserves (prior to the retroactive reinsurance retrocession). For environmental, we increased gross
environmental reserves by $140 million and net environmental reserves by $60 million as a result of top-down actuarial
analyses performed during the year as well as development on a number of large accounts.
In 2013, we completed a ground-up review of all our remaining retained accounts for asbestos. In addition, a subsidiary of the
retrocessionaire for our retroactive reinsurance contract completed a ground-up asbestos study for the largest accounts it
assumed. As a result, we increased gross asbestos loss reserves by $169 million and net asbestos loss reserves by $6 million.
The net reserve increase also reflects a small amount of estimated uncollectible reinsurance. A significant portion of these loss
reserves will be recoverable under our retroactive reinsurance arrangement. For environmental, we increased gross
environmental reserves by $98 million and net environmental reserves by $61 million as a result of top-down actuarial
analyses performed during the year as well as development on a number of large accounts.
In 2012, after considering recent experience compared to the results of our most recent ground-up analysis, as well as all of
the above factors related to uncertainty, no adjustment to gross and net asbestos reserves was recognized. Additionally in
2012, a moderate amount of incurred loss pertaining to the asbestos loss reserve discount is reflected in the table below and is
related to the reserves not subject to our retroactive reinsurance agreement. Upon completion of a top-down analysis
performed for environmental in the fourth quarter of 2012, we concluded that the $150 million gross reserve strengthening and
$75 million net reserve strengthening recognized in the first half of 2012 was adequate.
In addition to the U.S. asbestos and environmental reserve amounts shown in the tables below, the Non - Life Insurance
Companies also have asbestos reserves relating to foreign risks written by non-U.S. entities of $132 million gross and $105
million net as of December 31, 2014. The asbestos reserves relating to non-U.S. risks written by non-U.S. entities were $134
million gross and $108 million net as of December 31, 2013.
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The following table provides a summary of reserve activity, including estimates for applicable IBNR, relating to
asbestos and environmental claims:
As of or for the Years Ended December 31,

2014
Gross

(in millions)
Asbestos:

2013
Net

Gross

2012
Net

Gross

Net

Liability for unpaid losses and loss adjustment expenses
$

at beginning of year

4,720 $

529

$

4,896

$

427

$

5,226

$

537

Change in net loss reserves due to retroactive reinsurance:
Paid losses recoverable under retroactive reinsurance contracts

-

145

-

113

-

111

-

(91)

-

(21)

22

-

Re-estimation of amounts recoverable under retroactive
reinsurance contracts

(a)

-

(4)

Change in net loss reserves due to retroactive reinsurance

-

141

Dispositions

-

-

(12)

(12)

90

(10)

(10)

Losses and loss adjustment expenses incurred:
Undiscounted

(6)

64

169

6

1

-

Change in discount

39

22

51

18

83

37

Losses and loss adjustment expenses incurred
Losses and loss adjustment expenses paid

(b)

(b)

Other changes

33

86

220

24

84

37

(636)

(368)

(444)

(59)

(404)

(227)

-

-

60

127

-

-

Liability for unpaid losses and loss adjustment expenses
at end of year

$

4,117 $

388

$

4,720

$

529

$

4,896

$

427

$

313 $

163

$

309

$

163

$

204

$

119

Environmental:
Liability for unpaid losses and loss adjustment expenses
at beginning of year

-

-

(1)

(1)

Losses and loss adjustment expenses incurred

140

60

98

61

150

75

Losses and loss adjustment expenses paid

(85)

(38)

(93)

(60)

(44)

(30)

$

368 $

185

$

313

$

163

$

309

$

163

$

5,033 $

692

$

5,205

$

590

$

5,430

$

656

Dispositions

(1)

(1)

Liability for unpaid losses and loss adjustment expenses
at end of year
Combined:
Liability for unpaid losses and loss adjustment expenses
at beginning of year
Change in net loss reserves due to retroactive reinsurance:
Paid losses recoverable under retroactive reinsurance contracts

-

145

-

113

-

111

-

(91)

-

(21)

22

-

Re-estimation of amount recoverable under retroactive
reinsurance contracts

-

(4)

Change in net loss reserves due to retroactive reinsurance

-

141

Dispositions

-

-

134
39

Losses and loss adjustment expenses incurred
Losses and loss adjustment expenses paid

90

(13)

(13)

(11)

(11)

124

267

67

151

22

51

18

83

37

173

146

318

85

234

112

(721)

(406)

(537)

(119)

(448)

(257)

60

127

Losses and loss adjustment expenses incurred:
Undiscounted
Change in discount

Other changes

-

-

75

-

-

Liability for unpaid losses and loss adjustment expenses
at end of year

$

4,485 $

573

$

5,033

$

692

$

5,205

$

590

(a) Re-estimation of amounts recoverable under retroactive reinsurance contracts includes effect of changes in reserve estimates and changes in discount.
(b) These amounts exclude benefit from retroactive reinsurance.

Transfer of Domestic Asbestos Liabilities Under a Retroactive Reinsurance Arrangement
On June 17, 2011, we completed a transaction under which the bulk of AIG Property Casualty’s net domestic asbestos
liabilities were transferred to National Indemnity Company (NICO), a subsidiary of Berkshire Hathaway, Inc. This was part of
our ongoing strategy to reduce our overall loss reserve development risk. This transaction covers potentially volatile U.S.-
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related asbestos exposures. It does not, however, cover asbestos accounts that we believe have already been reserved to
their limit of liability or certain other ancillary asbestos exposure assumed by AIG Property Casualty subsidiaries.
Upon the closing of this transaction, but effective as of January 1, 2011, we ceded the bulk of AIG Property Casualty’s net
domestic asbestos liabilities to NICO under a retroactive reinsurance agreement with an aggregate limit of $3.5 billion. Within
this aggregate limit, NICO assumed collection risk for existing third-party reinsurance recoverable associated with these
liabilities. AIG Property Casualty paid NICO approximately $1.67 billion as consideration for this cession and NICO assumed
approximately $1.82 billion of net U.S. asbestos liabilities. As a result of this transaction, AIG Property Casualty recorded a
deferred gain of $150 million in the second quarter of 2011, which is being amortized into income over the settlement period of
the underlying claims.
Under retroactive reinsurance arrangements any recoveries for development associated with the ceded losses are not
recognized immediately; rather this development increases or decreases the deferred gain, and is amortized into income as
described above. During 2013, we recognized approximately $86 million of adverse loss development that was ceded under
this reinsurance arrangement, which was partially offset by $15 million of deferred gain amortization. This development, net of
the deferred gain amortization, is being reported in Other income/expense, consistent with the way we manage the business
and assess performance and is therefore excluded from net losses incurred and our loss ratios to avoid distortion related to
our ongoing insurance business.
The following table presents the estimate of the gross and net IBNR included in the Liability for unpaid losses and
loss adjustment expenses, relating to asbestos and environmental claims:
December 31,
(in millions)

$

Asbestos
Environmental
Combined

$

2014
Gross
2,363 $
157
2,520 $

Net*
79 $
87
166 $

2013
Gross
3,190 $
94
3,284 $

Net*
16 $
51
67 $

2012
Gross
3,193 $
75
3,268 $

Net*
37
35
72

* Net IBNR includes the reduction due to the NICO reinsurance transaction of $803 million, $1,284 million and $1,310 million as of December 31, 2014, 2013
and 2012, respectively.

The following table presents a summary of asbestos and environmental claims count activity:
As of or for the Years
Ended December 31,
Claims at beginning of year
Claims during year:
Opened
Settled
Dismissed or otherwise
(a)
resolved
(b)
Other
Claims at end of year

2014
Asbestos Environmental Combined
4,680
1,517
6,197

2013
Asbestos Environmental Combined
5,230
1,614
6,844

2012
Asbestos Environmental Combined
5,443
3,782
9,225

130
(216)

126
(163)

256
(379)

83
(194)

306
(154)

389
(348)

226
(254)

222
(179)

448
(433)

(545)
4,049

(240)
1,240

(785)
5,289

(439)
4,680

(249)
1,517

(688)
6,197

(185)
5,230

(2,211)
1,614

(2,396)
6,844

(a) The number of environmental claims dismissed or otherwise resolved, increased substantially during 2012 as a result of Non-Life Insurance Companies
determination that certain methyl tertiary-butyl ether (MTBE) claims presented no further potential for exposure since these underlying claims were resolved
through dismissal, settlement, or trial for all of the accounts involved. All of these accounts were fully reserved at the account level and included adequate
reserves for those underlying individual claims that contributed to the actual losses. These individual claim closings, therefore, had no impact on Non-Life
Insurance Companies environmental reserves.
(b) Represents an administrative change to the method of determining the number of open claims, which had no effect on carried reserves.

Survival Ratios — Asbestos and Environmental
The following table presents AIG’s survival ratios for asbestos and environmental claims at December 31, 2014, 2013 and
2012. The survival ratio is derived by dividing the current carried loss reserve by the average payments for the three most
recent calendar years for these claims. Therefore, the survival ratio is a simplistic measure estimating the number of years it
would take before the current ending loss reserves for these claims would be paid off using recent year average payments.
Many factors, such as aggressive settlement procedures, mix of business and level of coverage provided, have a significant
effect on the amount of asbestos and environmental reserves and payments and the resulting survival ratio. Additionally, we
primarily base our determination of these reserves based on ground-up and top-down analyses, and not on survival ratios.
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The following table presents survival ratios for asbestos and environmental claims, separately and combined, which
were based upon a three-year average payment:
Years Ended December 31,
Survival ratios:
Asbestos
Environmental
Combined
*

2014
Gross

Net*

8.3
5.0
7.9

7.6
4.3
7.1

2013
Gross
10.6
4.6
9.8

Net*

2012
Gross

Net*

9.6
4.5
9.0

8.7
4.4
8.1

10.5
3.9
9.4

Survival ratios are calculated consistent with the basis on historical reserve excluding the effects of the NICO reinsurance transaction.

Life Insurance Companies DAC and Reserves
The following section provides discussion of deferred policy acquisition costs and insurance reserves for Life Insurance
Companies.
DAC
The following table summarizes the major components of the changes in Life Insurance Companies DAC, including
VOBA:
Years Ended December 31,
(in millions)

Balance, beginning of year
Acquisition costs deferred
Amortization expense:
Unlocking included in pre-tax operating income
Related to realized capital gains and losses
All other operating amortization
Increase (decrease) in DAC due to foreign exchange
Other change in DAC(a)
Change related to unrealized depreciation (appreciation) of investments
Balance, end of year(b)

$

$

2014
6,920 $
1,114

2013
5,815 $
1,034

2012
6,607
788

183
(23)
(887)
(32)
343
(360)
7,258 $

129
(23)
(780)
(39)
784
6,920 $

64
(119)
(890)
(14)
(621)
5,815

(a) Other change in DAC in 2014 included (i) VOBA related to the acquisition of Ageas Protect and (ii) an increase in DAC due to a change to include interest
income on assets supporting certain non-traditional insurance liabilities in the determination of estimated gross profits used to amortize both DAC and URR. The
increase in the DAC asset, which principally reflected the impact of the change on periods prior to 2014, was substantially offset by a related increase in the
URR liability.
(b) DAC balance excluding the amount related to unrealized depreciation (appreciation) of investments was $8.7 billion, $8.0 billion and $7.7 billion at December
31, 2014, 2013 and 2012, respectively.

Update of Actuarial Assumptions
Pre-tax operating income in 2014, 2013 and 2012 reflected the net effect of adjustments to update actuarial assumptions for
the domestic Life Insurance Companies. These adjustments included unlocking of estimated gross profit assumptions for
investment-oriented products as well as loss recognition expense to increase reserves for certain traditional blocks of
business. See Critical Accounting Estimates – Estimated Gross Profits for Investment-Oriented Products, Critical Accounting
Estimates – Future Policy Benefits for Life and Accident and Health Insurance Contracts, Unlocking of Estimated Gross Profits
below, and Loss Recognition below, for additional discussion of the process and results related to assumption changes.
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The following table presents the increase (decrease) in pre-tax operating income resulting from the update of
actuarial assumptions for the domestic Life Insurance Companies, by product line:
Years Ended December 31,
(in millions)

Unlocking of estimated gross profit assumptions:
Consumer Insurance:
Retirement
Fixed Annuities
Retirement Income Solutions
Group Retirement
Total Retirement
Life
Commercial Insurance:
Institutional Markets
Total increase (decrease) in pre-tax operating income from unlocking of estimated
gross profit assumptions
Loss recognition*:
Consumer Insurance - Life
Total increase (decrease) in pre-tax operating income from update of assumptions

$

$

2014

2013

196 $
4
46
246
(32)

306 $
(28)
(45)
233
(80)

2

-

-

216

153

41

(87)
129 $

153 $

2012

64
20
84
(43)

(67)
(26)

* Excludes loss recognition expense that was attributable primarily to investment sales related to capital loss carryforward utilization, which was excluded from
pre-tax operating income and reported within changes in benefit reserves and DAC, VOBA and SIA related to net realized capital gains (losses).

Estimated Gross Profits for Investment-Oriented Products
Policy acquisition costs and policy issuance costs that are incremental and directly related to the successful acquisition of new
or renewal of existing contracts for investment-oriented products are deferred and amortized, with interest, in relation to the
incidence of estimated gross profits to be realized over a period that approximates the estimated lives of the contracts.
Estimated gross profits include net investment income and spreads, net realized capital gains and losses, fees, surrender
charges, expenses, and mortality gains and losses. If the assumptions used for estimated gross profits change significantly,
DAC and related reserves (which may include VOBA, SIA, guaranteed benefit reserves and URR) are recalculated using the
new assumptions, and any resulting adjustment is included in income. Updating such assumptions may result in acceleration
of amortization in some products and deceleration of amortization in other products.
Unlocking of Estimated Gross Profit Assumptions
The Life Insurance Companies review and update estimated gross profit assumptions used to amortize DAC and related items
for investment-oriented products at least annually. The increases (decreases) to pre-tax operating income and pre-tax income
of these assumption updates by product line and financial statement line item, respectively, are shown in the following tables.
These adjustments do not include loss recognition on certain long-term care products; see Loss Recognition below for
additional discussion of the update of assumptions for certain long-term care products.
In 2014, pre-tax operating income of the Life Insurance Companies in aggregate increased by $216 million as a result of the
update of estimated gross profit assumptions, the most significant of which was a net positive adjustment in Fixed Annuities,
primarily due to better investment spreads than previously assumed.
A net positive adjustment in the Retirement Income Solutions product line in 2014 was primarily due to improved mortality
assumptions. Additional adjustments in the Retirement Income Solutions product line, related to assumptions used to value
reserves and DAC for GMWB features that are accounted for as embedded derivatives and measured at fair value, were
recorded in net realized capital gains (losses). Adjustments reported in net realized capital gains (losses), and in change in
DAC related to net realized capital gains (losses), are included in the table of adjustments by reported line item below, and are
not reflected in pre-tax operating income.
A net positive adjustment in the Group Retirement product line in 2014 was primarily due to more favorable assumptions for
investment spreads and surrender rates than previously assumed.
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A net negative adjustment in the Life product line in 2014 was due to lower investment spread and higher mortality
assumptions than previously assumed. The updated mortality assumptions are still within pricing assumptions.
In 2013, pre-tax operating income of the Life Insurance Companies in the aggregate increased by a net positive adjustment of
$153 million as a result of update of estimated gross profit assumptions, primarily due to a net positive adjustment in the Fixed
Annuities product line in 2013, as a result of active spread management of crediting rates and higher future investment yields
than those previously assumed.
Net negative adjustments in the Retirement Income Solutions and Group Retirement product lines in 2013 resulted primarily
from the update of variable annuity spreads and surrender rates. In Group Retirement, these negative adjustments were
partially offset by an increase in the assumption for separate account asset long-term growth rates under our reversion to the
mean methodology. A negative adjustment in the Life product line resulted from the update of mortality assumptions.
In 2012, pre-tax operating income of the Life Insurance Companies in aggregate increased by a net positive adjustment of $41
million as a result of the update of estimated gross profit assumptions. The net positive adjustment in 2012 was primarily due
to improved surrender assumptions for fixed annuities, partially offset by lower yield and spread assumptions for universal life
and for certain blocks of fixed annuities.
The following table presents the increase (decrease) in pre-tax income resulting from the unlocking of actuarial
assumptions for estimated gross profits of the domestic Life Insurance Companies, by line item as reported in
Results of Operations:
Years Ended December 31,
(in millions)

$

Policy fees
Interest credited to policyholder account balances
Amortization of deferred policy acquisition costs
Policyholder benefits and losses incurred
Increase in pre-tax operating income
Change in DAC related to net realized capital gains (losses)
Net realized capital gains (losses)
Increase in pre-tax income

$

2014
27 $
90
183
(84)
216
(12)
51
255 $

2013
28 $
63
129
(67)
153
(21)
82
214 $

2012
22
29
64
(74)
41
41

The net adjustments to DAC amortization from the unlocking of actuarial assumptions for estimated gross profits, including
change in DAC related to net realized capital gains (losses), represented two percent and one percent of the DAC balance
excluding the amount related to unrealized depreciation (appreciation) of investments as of December 31, 2014 and 2013,
respectively.
The increases in net realized capital gains (losses) in 2014 and 2013, which were partially offset by adjustments to change in
DAC related to net realized capital gains (losses), reflected updated mortality assumptions for GMWB embedded derivative
liabilities in Retirement Income Solutions.
Reversion to the Mean
In the fourth quarter of 2013, we revised the growth rate assumptions for the five-year reversion to the mean period for the
Group Retirement product line in our Retirement segment, because annual growth assumptions indicated for that period had
fallen below our floor of zero percent due to the favorable performance of equity markets. This adjustment increased
Retirement pre-tax operating income by $35 million in 2013. For variable annuities in the Retirement Income Solutions product
line, the assumed annual growth rate has remained above zero percent for the five-year reversion to the mean period and
therefore has not met the criteria for adjustment; however, additional favorable equity market performance in excess of longterm assumptions could result in unlocking in this product line in the future, with a positive effect on pre-tax income in the
period of the unlocking. See Critical Account Estimates – Estimated Gross Profits for Investment-Oriented Products (Life
Insurance Companies) for additional discussion of assumptions related to our reversion to the mean methodology.
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DAC and Reserves Related to Unrealized Appreciation of Investments
DAC for universal life and investment-type products (collectively, investment-oriented products) is adjusted at each balance
sheet date to reflect the change in DAC as if fixed maturity and equity securities available for sale had been sold at their stated
aggregate fair value and the proceeds reinvested at current yields (shadow DAC). The change in shadow DAC generally
moves in the opposite direction of the change in unrealized appreciation of the available for sale securities portfolio. In
addition, significant unrealized appreciation of investments in a prolonged low interest rate environment may cause additional
future policy benefit liabilities to be recorded (shadow loss reserves). The increase in the Life Insurance Companies’ unrealized
appreciation of investments in 2014 of $5.9 billion, which was driven by the decline in market interest rates, resulted in a
decrease in shadow DAC and an increase in shadow loss reserves in 2014. Shadow loss reserves were insignificant at
December 31, 2013 and increased to $1.2 billion at December 31, 2014. In 2013, shadow DAC increased and shadow loss
reserves decreased due to an increase in market interest rates. The change in shadow DAC and shadow loss reserves in
2014 was greater than the change in 2013, due to a larger movement in unrealized appreciation of investments.

Life Insurance Companies Reserves
The following table presents a rollforward of Life Insurance Companies’ insurance reserves, including separate
accounts and mutual fund assets under management, by operating segment:
Years Ended December 31,
(in millions)

Institutional Markets:
Balance at beginning of year, gross
Premiums and deposits
Surrenders and withdrawals
Death and other contract benefits
Subtotal
Change in fair value of underlying assets and reserve accretion, net of
policy fees
Cost of funds
Other reserve changes
Balance at end of year
Reserves related to unrealized appreciation of investments
Reinsurance ceded
Total insurance reserves
Retirement:
Balance at beginning of year, gross
Premiums and deposits
Surrenders and withdrawals
Death and other contract benefits
Subtotal
Change in fair value of underlying assets and reserve accretion, net of
policy fees
Cost of funds
Other reserve changes
Balance at end of year
Reserves related to unrealized appreciation of investments
Reinsurance ceded
Total insurance reserves and mutual fund assets under management

Life:
Balance at beginning of year, gross
Premiums and deposits
Surrenders and withdrawals

$

$

2013

32,100 $
3,797
(766)
(1,530)
1,501

32,242 $
991
(2,620)
(1,371)
(3,000)

31,378
774
(1,128)
(1,384)
(1,738)

1,130
410
(61)
35,080
1,054
(5)
36,129 $

1,156
413
1,289
32,100
(5)
32,095 $

876
571
1,155
32,242
2,359
(9)
34,592

2012

$ 195,493 $ 173,281 $ 164,127
24,077
23,788
16,159
(20,504)
(16,459)
(14,809)
(3,690)
(3,353)
(3,506)
(117)
3,976
(2,156)
6,390
14,482
7,785
2,781
2,837
3,127
80
917
398
204,627
195,493
173,281
100
456
(353)
(366)
(377)
$ 204,374 $ 195,127 $ 173,360

$

141

2014

32,810 $
4,806
(853)

32,176 $
4,862
(896)

31,354
4,864
(1,001)
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Death and other contract benefits
Subtotal
Change in fair value of underlying assets and reserve accretion, net of
policy fees
Cost of funds
Other reserve changes
Balance at end of year
Reserves related to unrealized appreciation of investments
Reinsurance ceded
Total insurance reserves
Total Life Insurance Companies:
Balance at beginning of year, gross
Premiums and deposits
Surrenders and withdrawals
Death and other contract benefits
Subtotal
Change in fair value of underlying assets and reserve accretion, net of
policy fees
Cost of funds
Other reserve changes
Balance at end of year
Reserves related to unrealized appreciation of investments
Reinsurance ceded
Total insurance reserves and mutual fund assets under management

$

(812)
3,141

(772)
3,194

(878)
2,985

(691)
507
(2,231)
33,536
(1,315)
32,221 $

(673)
541
(2,428)
32,810
(1,354)
31,456 $

(473)
510
(2,200)
32,176
(1,375)
30,801

$ 260,403 $ 237,699 $ 226,859
32,680
29,641
21,797
(22,123)
(19,975)
(16,938)
(6,032)
(5,496)
(5,768)
4,525
4,170
(909)
6,829
14,965
8,188
3,698
3,791
4,208
(2,212)
(222)
(647)
273,243
260,403
237,699
1,154
2,815
(1,673)
(1,725)
(1,761)
$ 272,724 $ 258,678 $ 238,753

Life Insurance Companies insurance reserves including separate accounts and mutual fund assets under
management were comprised of the following balances:
At December 31,
(in millions)

Future policy benefits*
Policyholder contract deposits
Separate account liabilities
Total insurance reserves
Mutual funds assets under management
Total insurance reserves and mutual fund assets under management

$

$

2014
40,931 $
124,716
80,025
245,672
27,052
272,724 $

2013
38,849
122,038
71,048
231,935
26,743
258,678

* Excludes certain intercompany assumed reinsurance.

Loss Recognition
Other reserve changes in the table above include loss recognition expense. Reserves related to unrealized appreciation of
investments include shadow loss reserves. Loss recognition expense attributable primarily to investment sales related to
capital loss carryforward utilization was excluded from pre-tax operating income and reported within changes in benefit
reserves and DAC, VOBA and SIA related to net realized capital gains (losses) in Results of Operations – Consumer
Insurance. See Critical Accounting Estimates – Future Policy Benefits for Life and Accident and Health Insurance Contracts for
additional discussion of loss recognition.
The Life operating segment recorded loss recognition expense of $87 million in 2014 and $67 million in 2012, which reduced
pre-tax operating income in the respective periods, to increase reserves for certain long-term care business. The 2014 loss
recognition was primarily a result of lower future premium increase assumptions and, to a lesser extent, lower yield
assumptions. The 2012 loss recognition reflected updated assumptions for morbidity and lower premium increases.
Assumptions related to investment yields, mortality experience and expenses are reviewed periodically and updated as
appropriate, which could also result in additional loss recognition reserves. While the domestic Life Insurance Companies do
not currently offer standalone long-term care products, these needs are addressed with various benefits and riders in the
existing portfolio, such as chronic illness riders.
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Sales of investment securities in connection with the program to utilize capital loss carryforwards and other investment sales
with subsequent reinvestment at lower yields triggered loss recognition expense, primarily on certain long-term payout annuity
contracts in the Institutional Markets and Retirement segments, of $30 million in 2014, $1.5 billion in 2013 and $1.2 billion in
2012, which was not reflected in pre-tax operating income.
Shadow loss reserves of the Life Insurance Companies were not significant at December 31, 2013 and increased to $1.2
billion at December 31, 2014 primarily due to the increase in unrealized appreciation of investments during the year.

Liquidity and Capital Resources
Overview
Liquidity refers to the ability to generate sufficient cash resources to meet our payment obligations. It is defined as cash and
unencumbered assets that can be monetized in a short period of time at a reasonable cost. We manage our liquidity prudently
through various risk committees, policies and procedures, and a stress testing and liquidity framework established by
Enterprise Risk Management (ERM). Our liquidity framework is designed to measure both the amount and composition of our
liquidity to meet financial obligations in both normal and stressed markets. See Enterprise Risk Management — Risk Appetite,
Identification, and Measurement and Enterprise Risk Management — Liquidity Risk Management below for additional
information.
Capital refers to the long-term financial resources available to support the operation of our businesses, fund business growth,
and cover financial and operational needs that arise from adverse circumstances. Our primary source of ongoing capital
generation is the profitability of our insurance subsidiaries. We must comply with numerous constraints on our minimum capital
positions. These constraints drive the requirements for capital adequacy for both AIG and the individual businesses and are
based on internally-defined risk tolerances, regulatory requirements, rating agency and creditor expectations and business
needs. Actual capital levels are monitored on a regular basis, and using ERM’s stress testing methodology, we evaluate the
capital impact of potential macroeconomic, financial and insurance stresses in relation to the relevant capital constraints of
both AIG and our insurance subsidiaries.
We believe that we have sufficient liquidity and capital resources to satisfy future requirements and meet our obligations to
policyholders, customers, creditors and debt-holders, including those arising from reasonably foreseeable contingencies or
events.
Nevertheless, some circumstances may cause our cash or capital needs to exceed projected liquidity or readily deployable
capital resources. Additional collateral calls, deterioration in investment portfolios or reserve strengthening affecting statutory
surplus, higher surrenders of annuities and other policies, downgrades in credit ratings, or catastrophic losses may result in
significant additional cash or capital needs and loss of sources of liquidity and capital. In addition, regulatory and other legal
restrictions could limit our ability to transfer funds freely, either to or from our subsidiaries.
Depending on market conditions, regulatory and rating agency considerations and other factors, we may take various liability
and capital management actions. Liability management actions may include, but are not limited, to repurchasing or redeeming
outstanding debt, issuing new debt or engaging in debt exchange offers. Capital management actions may include, but are not
limited to, paying dividends to our shareholders and share repurchases.

143

I T E M 7 / L I Q U I D I TY AN D C AP I TAL R E S O U R C E S

Liquidity and Capital Resources Activity for 2014
Sources
• AIG Parent Funding from Subsidiaries(a)
During 2014, AIG Parent received $2.6 billion in dividends in the form of cash and fixed maturity securities from our NonLife Insurance Companies and $6.8 billion in dividends and loan repayments in the form of cash and fixed maturity
securities from our Life Insurance Companies, which included approximately $829 million of legal settlement proceeds.
AIG Parent also received a net amount of $1.0 billion in tax sharing payments from our insurance businesses in 2014,
reflecting $57 million in net reimbursements to our insurance businesses during the fourth quarter of 2014. The tax
sharing payments may be subject to further adjustment in future periods.


Debt Issuances(b)
On July 16, 2014, we issued $1.0 billion aggregate principal amount of 2.300% Notes due 2019 and $1.5 billion aggregate
principal amount of 4.500% Notes due 2044.
On October 15, 2014, we issued an additional $750 million aggregate principal amount of 4.500% Notes due 2044.



Legal Settlement
In July 2014, we received $650 million in cash in connection with the global resolution of our residential mortgage-related
disputes with Bank of America.



ILFC Sale
On May 14, 2014, we received net cash proceeds of approximately $2.4 billion from the sale of ILFC after taking into
account the settlement of intercompany loans. This cash amount is in addition to the 97.6 million newly issued AerCap
common shares we received as consideration from the sale.

Uses
• Debt Reduction
During 2014, we reduced DIB debt by approximately $7.5 billion, in each case, using cash allocated to the DIB, through
the following:
• On January 17, 2014, a redemption of $1.2 billion aggregate principal amount of its 4.250% Notes due 2014;
• In January 2014, repurchases of $1.0 billion aggregate principal amount of its 8.250% Notes due 2018;
• On May 5, 2014, a redemption of $750 million aggregate principal amount of its 3.000% Notes due 2015;
• On July 31, 2014, a redemption of $790 million aggregate principal amount of its 4.875% Notes due 2016;
• On July 31, 2014, a redemption of $1.25 billion aggregate principal amount of its 3.800% Notes due 2017;
• On October 27, 2014, a redemption of approximately $2.0 billion aggregate principal amount of its 8.250% Notes
due 2018;
• In October and November 2014, total repurchases of approximately $410 million aggregate principal amount of its
5.450% Medium-Term Notes, Series MP, Matched Investment Program due 2017; and
• On December 24, 2014, a repurchase of approximately $73 million aggregate principal amount of its 7.000% Notes
due 2015.
On July 14, 2014, we purchased, in cash tender offers, (i) certain junior subordinated debentures issued or guaranteed by
AIG for an aggregate purchase price of $1.8 billion and (ii) certain senior notes and debentures issued or guaranteed by
AIG for an aggregate purchase price of $700 million. In October and December 2014, we repurchased approximately $1.6
billion aggregate principal amount of 8.175% Series A-6 Junior Subordinated Debentures.
We also made other repurchases and repayments of approximately $5.1 billion during 2014. AIG Parent made interest
payments on our debt instruments totaling $1.6 billion during 2014.
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• Dividend
We paid a cash dividend of $0.125 per share on AIG Common Stock during each quarter of 2014.
• Repurchase of Common Stock
We repurchased approximately 88 million shares of AIG Common Stock during 2014, for an aggregate purchase price of
approximately $4.9 billion. The total number of shares of AIG Common Stock repurchased in 2014, and the aggregate
purchase price of those shares, reflect our payment of approximately $3.1 billion in the aggregate under five ASR
agreements and the receipt of approximately 53 million shares of AIG Common Stock in the aggregate, including the initial
receipt of 70 percent of the total notional share equivalent, or approximately 9.2 million shares of AIG Common Stock,
under an ASR agreement executed in December 2014.
• Legal Settlement
On October 22, 2014, we made a cash payment of $960 million, which is being held in escrow pending final approval of
the settlement of the Consolidated 2008 Securities Class Action. See Note 16 to the Consolidated Financial Statements
for further discussion.
(a) In January 2015, we received $2.2 billion in additional dividends in the form of cash and fixed maturity securities from our Life Insurance Companies and, in
February 2015, we received $600 million in additional cash dividends from our Non-Life Insurance Companies. These dividends had been declared during the
three-month period ended December 31, 2014.
(b) On January 15, 2015, we issued $1.2 billion aggregate principal amount of 3.875% Notes due 2035 and $800 million aggregate principal amount of 4.375%
Notes due 2055.

Analysis of Sources and Uses of Cash
The following table presents selected data from AIG's Consolidated Statements of Cash Flows:
Years Ended December 31,
*

2014

(in millions)

Sources:
Net cash provided by operating activities

5,007

Change in policyholder contract balances
Repayments of long-term debt
Repayment of Department of Treasury SPV Preferred Interests
Purchases of AIG Common Stock
Net cash used in other financing activities
Total uses
Effect of exchange rate changes on cash
Increase (decrease) in cash
*

2012

15,731
1,719
6,687
29,144

5,865
1,244
5,855
5,235
18,199

3,676
414
16,198
8,612
4,251
33,151

(1,447)
(16,160)
(4,902)
(7,132)
(29,641)
(74)
(571)

(547)
(14,197)
(597)
(1,652)
(16,993)
(92)
1,114

(690)
(11,101)
(8,636)
(13,000)
(33,427)
16
(260)

-

Net cash provided by changes in restricted cash
Net cash provided by other investing activities
Changes in policyholder contract balances
Issuance of long-term debt
Net cash provided by other financing activities
Total sources
Uses:
Change in restricted cash

2013

For 2014, cash decreased by $162 million due to reclassification of $289 million to restricted cash presented in Other assets, partially offset by $127 million
reclassification from Short-term investments, to correct prior period presentation.
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The following table presents a summary of AIG’s Consolidated Statement of Cash Flows:
Years Ended December 31,
(in millions)

Summary:
Net cash provided by operating activities
Net cash provided by investing activities
Net cash used in financing activities
Effect of exchange rate changes on cash
Increase (decrease) in cash
Cash at beginning of year
Change in cash of businesses held for sale
Cash at end of year

$

$

2014

2013

5,007 $
14,284
(19,788)
(74)
(571)
2,241
88
1,758 $

5,865 $
7,099
(11,758)
(92)
1,114
1,151
(24)
2,241 $

2012
3,676
16,612
(20,564)
16
(260)
1,474
(63)
1,151

Operating Cash Flow Activities
Interest payments totaled $3.4 billion in 2014, compared to $3.9 billion in 2013 and $4.0 billion in 2012. Excluding interest
payments, AIG generated positive operating cash flow of $8.3 billion, $9.7 billion and $7.7 billion in 2014, 2013 and 2012,
respectively.
Insurance companies generally receive most premiums in advance of the payment of claims or policy benefits. The ability of
insurance companies to generate positive cash flow is affected by the frequency and severity of losses under their insurance
policies, policy retention rates and operating expenses.
Cash provided by operating activities of our Non-Life Insurance Companies was $0.9 billion in 2014 compared to $0.4 billion in
2013 and $1.1 billion in 2012, primarily reflecting the timing of the payments related to catastrophe losses in each year.
Cash provided by operating activities of our Life Insurance Companies was $4.4 billion in 2014, $4.3 billion in 2013 and $2.9
billion in 2012. The increase in 2013 compared to 2012 was primarily due to higher pre-tax operating income and higher
proceeds from legal settlements with financial institutions that participated in the creation, offering and sale of RMBS from
which our Life Insurance Companies realized losses during the financial crisis.
Cash provided by operating activities of businesses held for sale was $2.9 billion for each of 2013 and 2012.

Investing Cash Flow Activities
Net cash provided by investing activities in 2014 reflected:
• a reduction in net investment purchase activity; and
• approximately $2.4 billion of net cash proceeds from the sale of ILFC.
Net cash provided by investing activities for 2013 included an increase in net investment purchase activity.
Net cash provided by investing activities for 2012 includes:
• payments received relating to the sale of the underlying assets held by ML II of approximately $1.6 billion;
• payments of approximately $8.5 billion received in connection with the dispositions of ML III assets by the FRBNY; and
• gross proceeds of approximately $14.5 billion from the sale of AIA ordinary shares.
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Financing Cash Flow Activities
Net cash used in financing activities for 2014 includes:
• approximately $712 million in the aggregate to pay dividends of $0.125 per share on AIG Common Stock in each of the four
quarters of 2014;
• approximately $4.9 billion to repurchase approximately 88 million shares of AIG Common Stock;
• approximately $271 million to repay long-term debt of business held-for-sale; and
• approximately $16.2 billion to repay long-term debt.
Net cash used in financing activities for 2013 includes:
• approximately $294 million in the aggregate to pay dividends of $0.10 per share on AIG Common Stock in each of the third
and fourth quarters of 2013;
• approximately $597 million to repurchase approximately 12 million shares of AIG Common Stock;
• approximately $9.3 billion to repay long term debt; and
• approximately $4.9 billion in repayments of long term debt of business held-for-sale.
Net cash used in financing activities for 2012 includes:
• $8.6 billion to pay down the Department of the Treasury’s preferred interests (AIA SPV Preferred Interests) in the special
purpose vehicle holding the AIA ordinary shares; and
• total payments of approximately $13.0 billion for the purchase of shares of AIG Common Stock.

Liquidity and Capital Resources of AIG Parent and Subsidiaries
AIG Parent
As of December 31, 2014, AIG Parent had approximately $14.3 billion in liquidity sources. AIG Parent’s liquidity sources are
held in the form of cash, short-term investments and publicly traded, intermediate-term investment grade rated fixed maturity
securities. Fixed maturity securities consist of U.S. government and government sponsored entity securities, U.S. agency
mortgage-backed securities, and corporate and municipal bonds. AIG Parent actively manages its assets and liabilities in
terms of products, counterparties and duration. Based upon an assessment of its immediate and longer-term funding needs,
AIG Parent purchases publicly traded, intermediate-term investment grade rated fixed maturity securities that can be readily
monetized through sales or repurchase agreements. These securities allow us to diversify sources of liquidity while reducing
the cost of maintaining sufficient liquidity. AIG Parent liquidity sources are monitored through the use of various internal liquidity
risk measures. AIG Parent’s primary sources of liquidity are dividends, distributions, loans and other payments from
subsidiaries, as well as credit and contingent liquidity facilities. AIG Parent’s primary uses of liquidity are for debt service,
capital and liability management, operating expenses and subsidiary capital needs.
We generally manage capital flows between AIG Parent and its subsidiaries through internal, Board-approved policies and
guidelines. In addition, AIG Parent has unconditional capital maintenance agreements (CMAs) in place with certain
subsidiaries. Nevertheless, regulatory and other legal restrictions could limit our ability to transfer capital freely, either to or
from our subsidiaries.
We believe that we have sufficient liquidity and capital resources to satisfy our reasonably foreseeable future requirements and
meet our obligations to our creditors, debt-holders and insurance company subsidiaries. We expect to access the debt markets
from time to time to meet funding requirements as needed.
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We utilize our capital resources to support our businesses, with the majority of capital allocated to our core insurance
operations. Should we have or generate more capital than is needed to support our business strategies (including organic
growth or acquisition opportunities) or mitigate risks inherent to our business, we may develop plans to distribute such capital
to shareholders via dividends or share repurchase authorizations or deploy such capital towards liability management.
In the normal course, it is expected that a portion of the capital released by our core insurance operations or through the
utilization of AIG’s deferred tax assets may be available for distribution to shareholders. Additionally, it is expected that capital
associated with businesses or investments that do not directly support our core insurance operations may be available for
distribution to shareholders or deployment towards liability management upon its monetization.
In developing plans to distribute capital, AIG considers a number of factors, including, but not limited to: the capital resources
available to support our core insurance operations and business strategies, AIG’s funding capacity and capital resources in
comparison to internal benchmarks, expectations for capital generation, rating agency expectations for capital, as well as
regulatory standards for capital and capital distributions.
The following table presents AIG Parent's liquidity sources:
As of
December 31, 2014
$
5,085
4,727
9,812
4,000
500
$
14,312

(In millions)

Cash and short-term investments(a)(b)
Unencumbered fixed maturity securities(c)
Total AIG Parent liquidity
Available capacity under syndicated credit facility(d)
Available capacity under contingent liquidity facility(e)
Total AIG Parent liquidity sources

As of
December 31, 2013
$
10,154
2,968
13,122
3,947
500
$
17,569

(a) Cash and short-term investments include reverse repurchase agreements totaling $1.6 billion and $6.9 billion as of December 31, 2014 and 2013,
respectively.
(b) $2.9 billion and $5.9 billion of cash and short-term investments as of December 31, 2014 and 2013, respectively, are allocated toward future maturities of
liabilities and contingent liquidity stress needs of DIB and GCM.
(c) Unencumbered securities consist of publicly traded, intermediate-term investment grade rated fixed maturity securities. Fixed maturity securities consist of
U.S. government and government sponsored entity securities, U.S. agency mortgage-backed securities, and corporate and municipal bonds.
(d) For additional information relating to this syndicated credit facility, see Credit Facilities below.
(e) For additional information relating to the contingent liquidity facility, see Contingent Liquidity Facilities below.

Non-Life Insurance Companies
We expect that our Non-Life Insurance Companies will be able to continue to satisfy reasonably foreseeable future liquidity
requirements and meet their obligations, including those arising from reasonably foreseeable contingencies or events, through
cash from operations and, to the extent necessary, monetization of invested assets. Our Non-Life Insurance Companies’
liquidity resources are held in the form of cash, short-term investments and publicly traded, investment grade rated fixed
maturity securities.
Certain Non-Life Insurance Companies are members of the Federal Home Loan Banks (FHLBs) in their respective districts.
Borrowings from the FHLBs may be used to supplement liquidity. As of December 31, 2014 and 2013, none of our Non-Life
Insurance Companies had FHLB borrowings outstanding.
Our Non-Life Insurance Companies may require additional funding to meet capital or liquidity needs under certain
circumstances. Large catastrophes may require us to provide additional support to our affected operations. Downgrades in our
credit ratings could put pressure on the insurer financial strength ratings of our subsidiaries, which could result in non-renewals
or cancellations by policyholders and adversely affect the subsidiary’s ability to meet its own obligations. Increases in market
interest rates may adversely affect the financial strength ratings of our subsidiaries, as rating agency capital models may
reduce the amount of available capital relative to required capital. Other potential events that could cause a liquidity strain
include an economic collapse of a nation or region significant to our operations, nationalization, catastrophic terrorist acts,
pandemics or other events causing economic or political upheaval.
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AIG Parent and Ascot Corporate Name Limited (ACNL), a Non-Life Insurance Company, are parties to a $625 million letter of
credit facility. ACNL, as a member of the Lloyd’s of London insurance syndicate (Lloyd’s), is required to hold capital at Lloyd’s,
known as Funds at Lloyds (FAL). The entire FAL capital requirement of $625 million as of December 31, 2014, which supports
the 2014 and 2015 years of account, was satisfied with a letter of credit issued under the facility.
AIG generally manages capital between AIG Parent and our Non-Life Insurance Companies through internal, Board-approved
policies and guidelines. In addition, AIG Parent is party to a CMA with a Mortgage Guaranty insurance company. Among other
things, the CMA provides that AIG Parent will maintain capital and surplus of this Mortgage Guaranty insurance company at or
above a specified minimum required capital based on a specified risk-to-capital ratio. In addition, the CMA provides that if
capital and surplus of this Mortgage Guaranty insurance company is in excess of that same specified minimum required
capital, subject to its board approval and compliance with applicable insurance laws, this Mortgage Guaranty insurance
company would declare and pay ordinary dividends to its equity holders up to an amount necessary to reduce projected or
actual capital and surplus to a level equal to or not materially greater than such specified minimum required capital. As
structured, the CMA contemplates that the specified minimum required capital would be reviewed and agreed upon at least
annually. As of December 31, 2014, the minimum required capital for the CMA with the Mortgage Guaranty insurance company
is based on a risk-to-capital ratio of 19 to 1.
AIG Parent was also party to a consolidated CMA with AIG Property Casualty Inc. and certain domestic Non-Life Insurance
Companies. Among other things, the CMA provided that AIG Parent would maintain the total adjusted capital of these Non-Life
Insurance Companies, measured as a group (the Fleet), at or above the specified minimum percentage of the Fleet’s projected
total authorized control level RBC. As a result of managing capital through internal, Board-approved policies and guidelines,
AIG Parent agreed with AIG Property Casualty Inc. and these domestic Non-Life Insurance Companies to terminate this CMA
effective February 19, 2015. As of December 31, 2014, the specified minimum percentage in the CMA with AIG Property
Casualty Inc. and these domestic Non-Life Insurance Companies was 300 percent.
In 2014, our Non-Life Insurance Companies paid approximately $2.6 billion in dividends in the form of cash and fixed maturity
securities to AIG Parent. The fixed maturity securities included investment-grade government, corporate and sovereign bonds,
as well as agency RMBS. In 2014, our Non-Life Insurance Companies also paid other non-cash dividends of $178 million to
AIG Parent. In addition, our Non-Life Insurance Companies paid approximately $600 million of cash dividends to AIG Parent
in February 2015, which represented the remainder of dividends that were declared by our Non-Life Insurance Companies in
the fourth quarter of 2014. AIG Parent was not required to make any capital contributions pursuant to the CMAs.

Life Insurance Companies
We expect that our Life Insurance Companies will be able to continue to satisfy reasonably foreseeable future liquidity
requirements and meet their obligations, including those arising from reasonably foreseeable contingencies or events, through
cash from operations and, to the extent necessary, monetization of invested assets. Our Life Insurance Companies liquidity
resources are held in the form of cash, short-term investments and publicly traded, investment grade rated fixed maturity
securities.
Certain of our domestic Life Insurance Companies are members of the FHLBs in their respective districts. Borrowings from the
FHLBs are used to supplement liquidity or for other uses deemed appropriate by management. Our domestic Life Insurance
Companies had outstanding borrowings from the FHLBs in an aggregate amount of $44 million and $50 million as of
December 31, 2014 and 2013, respectively.
The need to fund product surrenders, withdrawals and maturities creates a potential liquidity requirement for our Life Insurance
Companies. Management believes that because of the size and liquidity of our Life Insurance Companies’ investment
portfolios, normal deviations from projected claim or surrender experience would not create significant liquidity risk.
Furthermore, our Life Insurance Companies’ products contain certain features that mitigate surrender risk, including surrender
charges. As part of their risk management framework, our Life Insurance Companies continue to evaluate and, where
appropriate, pursue strategies and programs to improve their liquidity position and facilitate their ability to maintain a fully
invested asset portfolio. Our Life Insurance Companies also have developed a contingent liquidity plan to address unforeseen
liquidity needs.
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Certain of our domestic Life Insurance Companies have programs, which began in 2012, that lend securities from their
investment portfolio to supplement liquidity or for other uses as deemed appropriate by management. Under these programs,
these domestic Life Insurance Companies lend securities to financial institutions and receive cash as collateral equal to 102
percent of the fair value of the loaned securities. Cash collateral received is invested in short-term investments. Additionally,
the aggregate amount of securities that a Life Insurance Company is able to lend under its program at any time is limited to
five percent of its general account statutory-basis admitted assets. There were no outstanding securities lent under these
programs by our domestic Life Insurance Companies as of December 31, 2014. The liability of our Life Insurance Companies
to borrowers for collateral received was zero as of December 31, 2014 and $4.0 billion as of December 31, 2013.
AIG generally manages capital between AIG Parent and our Life Insurance Companies through internal, Board-approved
policies and guidelines. In addition, AIG Parent is party to a CMA with AGC Life Insurance Company. Among other things, the
CMA provides that AIG Parent will maintain the total adjusted capital of AGC Life Insurance Company at or above a specified
minimum percentage of its projected NAIC Company Action Level Risk-Based Capital (RBC), which as of December 31, 2014,
was 250 percent. As a result of managing capital through internal, Board-approved policies and guidelines, AIG Parent agreed
with certain other domestic Life Insurance Companies to terminate their CMAs effective October 31, 2014.
Dividends and loan repayments from our domestic Life Insurance Companies to AIG Parent in 2014 totaled $7.4 billion, which
was comprised of $6.8 billion of cash and fixed maturity securities and $642 million of preferred equity interests in two aircraft
trust entities, and included approximately $829 million of legal settlement proceeds. The fixed maturity securities included
investment-grade government, corporate and sovereign bonds, as well as agency RMBS. In addition, our domestic Life
Insurance Companies paid $2.2 billion in dividends and loan repayments, in the form of cash and fixed maturity securities, to
AIG Parent in January 2015, which represented the remainder of dividends that were declared by our domestic operating Life
Insurance Companies in the fourth quarter of 2014.

Other Operations
Direct Investment Book
The DIB portfolio is being wound down and is managed with the objective of ensuring that at all times it maintains the liquidity
we believe is necessary to meet all of its liabilities as they come due, even under stress scenarios, and to maximize returns
consistent with our risk management objectives. We are focused on meeting the DIB’s liquidity needs, including the need for
contingent liquidity arising from collateral posting for debt positions of the DIB, without relying on resources beyond the DIB. As
part of this program management, we may from time to time access the capital markets, including issuing and repurchasing
debt, and selling assets on an opportunistic basis, in each case subject to market conditions. If the DIB’s risk target is
breached, we expect to take appropriate actions to increase the DIB’s liquidity sources or reduce liquidity requirements to
maintain the risk target, although no assurance can be given that this can be achieved under then-prevailing market
conditions. Any additional liquidity shortfalls would need to be funded by AIG Parent.
From time to time, we may utilize cash allocated to the DIB that is not required to meet the risk target for the DIB for general
corporate purposes unrelated to the DIB.
The DIB’s assets consist primarily of cash, short-term investments, fixed maturity securities issued by corporations, U.S.
government and government sponsored entities and mortgage and asset backed securities. The value of these assets is
impacted by macro-economic trends in U.S. and core European markets, including corporate credit spreads, commercial and
residential real estate markets, and to a lesser extent, interest rates and foreign exchange rates, among other factors. The
majority of these assets are carried at fair value. The DIB’s liabilities consist primarily of notes and other borrowings supported
by assets as well as other short-term financing obligations. The DIB has both liabilities held at cost and liabilities held at fair
value. The liabilities held at fair value vary in price based on changes in AIG’s credit spreads. As of December 31, 2014 and
2013, the DIB had total assets of $15.1 billion and $23.3 billion, respectively, and total liabilities of $9.7 billion and $20.0 billion,
respectively.
The overall hedging activity for the assets and liabilities of the DIB is executed by GCM. The value of hedges related to the
non-derivative assets and liabilities of AIGFP in the DIB is included within the assets, liabilities and operating results of GCM
and is not included within the DIB’s assets, liabilities or operating results.
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Collateral posted by operations included in the DIB to third parties was $3.5 billion at December 31, 2014 and $4.2 billion at
December 31, 2013. This collateral primarily consists of securities of the U.S. government and government sponsored entities
and generally cannot be repledged or resold by the counterparties.

Global Capital Markets
Derivative transactions between AIG and its subsidiaries and third parties are generally centralized through GCM, specifically
through AIG Markets. GCM is required to clear certain derivatives transactions through central regulated clearing organizations
pursuant to the Dodd-Frank Wall Street Reform and Consumer Protection Act (Dodd-Frank). To the extent a derivatives
transaction is subject to a clearing obligation, GCM is required to post collateral in amounts determined by the relevant
clearing organization and GCM’s clearing agreements with its futures commission merchants. To the extent a derivatives
transaction is not subject to a clearing obligation, these derivative transactions are governed by bilateral master agreements,
the form of which is published by the International Swaps and Derivatives Association, Inc. (ISDA). Many of these agreements,
primarily between GCM and third party financial institutions, require collateral postings. Many of GCM’s transactions with AIG
and its subsidiaries also include collateral posting requirements, the purpose of which are to provide collateral to GCM, which
in turn is used to satisfy posting requirements with third parties, including the margin requirements of clearing organizations
and futures commission merchants.
In addition, most of GCM’s CDSs within AIGFP are subject to collateral posting provisions. The collateral posting provisions
contained in the ISDA Master Agreements and related transaction documents with respect to CDSs differ among
counterparties and asset classes. The amount of future collateral posting requirements for super senior CDSs is a function of
our credit ratings, the rating of the relevant reference obligations and the market value of the relevant reference obligations,
with market value being the most significant factor. We estimate the amount of potential future collateral postings associated
with the super senior CDSs using various methodologies. The contingent liquidity requirements associated with such potential
future collateral postings are incorporated into our liquidity planning assumptions.
As of December 31, 2014 and 2013, GCM had total assets of $4.5 billion and $7.7 billion, respectively, and total liabilities of
$3.1 billion as of both dates. GCM’s assets consist primarily of cash, short-term investments, other receivables, net of
allowance, and unrealized gains on swaps, options and forwards. GCM’s liabilities consist primarily of unrealized losses on
swaps, options and forwards. Collateral posted by GCM to third parties was $3.0 billion at both December 31, 2014 and 2013.
GCM obtained collateral from third parties totaling $1.1 billion and $572 million at December 31, 2014 and 2013, respectively.
The collateral amounts reflect counterparty netting adjustments available under ISDA Master Agreements and are inclusive of
collateral that exceeded the fair value of derivatives as of the reporting date.

Credit Facilities
We maintain a committed, revolving syndicated credit facility (the Five-Year Facility) as a potential source of liquidity for
general corporate purposes. The Five-Year Facility provides for aggregate commitments by the bank syndicate to provide
unsecured revolving loans and/or standby letters of credit of up to $4.0 billion without any limits on the type of borrowings and
is scheduled to expire in June 2019.
As of December 31, 2014, a total of $4.0 billion remains available under the Five-Year Facility. Our ability to borrow under the
Five-Year Facility is not contingent on our credit ratings. However, our ability to borrow under the Five-Year Facility is
conditioned on the satisfaction of certain legal, operating, administrative and financial covenants and other requirements
contained in the Five-Year Facility. These include covenants relating to our maintenance of a specified total consolidated net
worth and total consolidated debt to total consolidated capitalization. Failure to satisfy these and other requirements contained
in the Five-Year Facility would restrict our access to the Five-Year Facility and could have a material adverse effect on our
financial condition, results of operations and liquidity. We expect to borrow under the Five-Year Facility from time to time, and
may use the proceeds for general corporate purposes.
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Contingent Liquidity Facilities
AIG Parent has access to a contingent liquidity facility of up to $500 million as a potential source of liquidity for general
corporate purposes. Under this facility, we have the unconditional right, prior to December 15, 2015, to issue up to $500 million
in senior debt to the counterparty, based on a put option agreement between AIG Parent and the counterparty.
Our ability to borrow under this facility is not contingent on our credit ratings.

Contractual Obligations
The following table summarizes contractual obligations in total, and by remaining maturity:
December 31, 2014
Total
Payments

(in millions)

Insurance operations
Loss reserves
Insurance and investment contract liabilities
Borrowings
Interest payments on borrowings
Operating leases
Other long-term obligations
Total
Other
Borrowings
Interest payments on borrowings
Operating leases
Other long-term obligations
Total
Consolidated
Loss reserves
Insurance and investment contract liabilities
Borrowings
Interest payments on borrowings
Operating leases
Other long-term obligations(a)
Total(b)

$

$
$

$
$

$

2015

80,424
226,219
820
1,430
1,169
23
310,085

$

26,656
16,363
135
234
43,388

$

80,424
226,219
27,476
17,793
1,304
257
353,473

$

$

$

$

Payments due by Period
2016 2018 2017
2019

21,612
13,870
64
308
6
35,860

$

1,980
1,288
41
3,309

$

21,612
13,870
1,980
1,352
349
6
39,169

$

$

$

$

24,154
27,617
128
404
10
52,313

$

5,149
2,359
52
95
7,655

$

24,154
27,617
5,149
2,487
456
105
59,968

$

$

$

$

Thereafter

12,248
24,705
128
217
4
37,302

$

4,722
1,755
17
14
6,508

$

12,248
24,705
4,722
1,883
234
18
43,810

$

$

$

$

22,410
160,027
820
1,110
240
3
184,610
14,805
10,961
25
125
25,916
22,410
160,027
15,625
12,071
265
128
210,526

(a) Primarily includes contracts to purchase future services and other capital expenditures.
(b) Does not reflect unrecognized tax benefits of $4.4 billion, the timing of which is uncertain.

Loss Reserves
Loss reserves relate to our Non-Life Insurance Companies and represent future losses and loss adjustment expense
payments estimated based on historical loss development payment patterns. Due to the significance of the assumptions used,
the payments by period presented above could be materially different from actual required payments. We believe that our NonLife Insurance Companies maintain adequate financial resources to meet the actual required payments under these
obligations.

Insurance and Investment Contract Liabilities
Insurance and investment contract liabilities, including GIC liabilities, relate to our Life Insurance Companies. These liabilities
include various investment-type products with contractually scheduled maturities, including periodic payments of a term certain
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nature. These liabilities also include benefit and claim liabilities, of which a significant portion represents policies and contracts
that do not have stated contractual maturity dates and may not result in any future payment obligations. For these policies and
contracts (i) we are not currently making payments until the occurrence of an insurable event, such as death or disability,
(ii) payments are conditional on survivorship or (iii) payment may occur due to a surrender or other non-scheduled event
beyond our control.
We have made significant assumptions to determine the estimated undiscounted cash flows of these contractual policy
benefits. These assumptions include mortality, morbidity, future lapse rates, expenses, investment returns and interest
crediting rates, offset by expected future deposits and premiums on in-force policies. Due to the significance of the
assumptions, the periodic amounts presented could be materially different from actual required payments. The amounts
presented in this table are undiscounted and exceed the future policy benefits and policyholder contract deposits included in
the Consolidated Balance Sheets.
We believe that our Life Insurance Companies have adequate financial resources to meet the payments actually required
under these obligations. These subsidiaries have substantial liquidity in the form of cash and short-term investments. In
addition, our Life Insurance Companies maintain significant levels of investment grade rated fixed maturity securities, including
substantial holdings in government and corporate bonds, and could seek to monetize those holdings in the event operating
cash flows are insufficient. We expect liquidity needs related to GIC liabilities to be funded through cash flows generated from
maturities and sales of invested assets.

Borrowings
Our borrowings exclude those incurred by consolidated investments and include hybrid financial instrument liabilities recorded
at fair value. We expect to repay the long-term debt maturities and interest accrued on borrowings by AIG through maturing
investments and dispositions of invested assets, future cash flows from operations, cash flows generated from invested assets,
future debt issuance and other financing arrangements.

Off-Balance Sheet Arrangements and Commercial Commitments
The following table summarizes Off-Balance Sheet Arrangements and Commercial Commitments in total, and by
remaining maturity:
December 31, 2014
Total Amounts
Committed

(in millions)

Insurance operations
Guarantees:
Standby letters of credit
Guarantees of indebtedness
All other guarantees(a)
Commitments:
Investment commitments(b)
Commitments to extend credit
Letters of credit
Total(c)
Other
Guarantees:
Liquidity facilities(d)
Standby letters of credit
All other guarantees

$

$

$

Amount of Commitment Expiring
2016 2018 2015
2017
2019

Thereafter

852 $
180
8

19 $
-

783 $
23
1

42 $
-

8
157
7

2,238
1,695
6
4,979 $

1,730
869
6
2,624 $

452
174
1,433 $

56
468
566 $

184
356

77 $
215
35

- $
213
10

- $
2
25

- $
-

77
-
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Commitments:
Investment commitments(b)
Commitments to extend credit(f)
Letters of credit
Other commercial commitments(e)
Total(c)
Consolidated
Guarantees:
Liquidity facilities(d)
Standby letters of credit
Guarantees of indebtedness
All other guarantees(a)
Commitments:
Investment commitments(b)
Commitments to extend credit(f)
Letters of credit
Other commercial commitments(e)
Total(c)

$

$

$

252
1,002
25
10
1,616 $

65
2
25
315 $

55
5
87 $

27
1,000
4
1,031 $

105
1
183

77 $
1,067
180
43

- $
232
10

- $
785
23
26

- $
42
-

77
8
157
7

2,490
2,697
31
10
6,595 $

1,795
871
31
2,939 $

507
174
5
1,520 $

83
1,468
4
1,597 $

105
184
1
539

(a) Includes construction guarantees connected to affordable housing investments by our Life Insurance Companies. Excludes potential amounts for
indemnification obligations included in asset sales agreements. See Note 10 to the Consolidated Financial Statements for further information on indemnification
obligations.
(b) Includes commitments to invest in private equity funds, hedge funds and mutual funds and commitments to purchase and develop real estate in the United
States and abroad. The commitments to invest in private equity funds, hedge funds and other funds are called at the discretion of each fund, as needed for
funding new investments or expenses of the fund. The expiration of these commitments is estimated in the table above based on the expected life cycle of the
related fund, consistent with past trends of requirements for funding. Investors under these commitments are primarily insurance and real estate subsidiaries.
(c) Does not include guarantees, CMAs or other support arrangements among AIG consolidated entities.
(d) Primarily represents liquidity facilities provided in connection with certain municipal swap transactions and collateralized bond obligations.
(e) Excludes commitments with respect to pension plans. The annual pension contribution for 2015 is expected to be approximately $173 million for U.S. and
non-U.S. plans.
(f) Includes a five-year senior unsecured revolving credit facility between AerCap Ireland Capital Limited, as borrower, and AIG Parent, as lender (the AerCap
Credit Facility). The AerCap Credit Facility provides for an aggregate commitment of $1.0 billion and permits loans for general corporate purposes. At December
31, 2014, no amounts were outstanding under the AerCap Credit Facility.

Arrangements with Variable Interest Entities
We enter into various arrangements with variable interest entities (VIEs) in the normal course of business, and we consolidate
a VIE when we are the primary beneficiary of the entity. For a further discussion of our involvement with VIEs, see Note 10 to
the Consolidated Financial Statements.

Indemnification Agreements
We are subject to financial guarantees and indemnity arrangements in connection with our sales of businesses. These
arrangements may be triggered by declines in asset values, specified business contingencies, the realization of contingent
liabilities, litigation developments, or breaches of representations, warranties or covenants provided by us. These
arrangements are typically subject to time limitations, defined by contract or by operation of law, such as by prevailing statutes
of limitation. Depending on the specific terms of the arrangements, the maximum potential obligation may or may not be
subject to contractual limitations. For additional information regarding our indemnification agreements, see Note 16 to the
Consolidated Financial Statements.
We have recorded liabilities for certain of these arrangements where it is possible to estimate them. These liabilities are not
material in the aggregate. We are unable to develop a reasonable estimate of the maximum potential payout under some of
these arrangements. Overall, we believe that it is unlikely we will have to make any material payments under these
arrangements.
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Debt
The following table provides the rollforward of AIG’s total debt outstanding:
Year Ended December 31, 2014
(in millions)
Debt issued or guaranteed by AIG:

Balance at

Maturities

Effect of

December 31,

and

Foreign

Other

December 31,

Balance at

2013

Issuances Repayments

Exchange

Changes

2014

AIG general borrowings:
Notes and bonds payable

$

Subordinated debt
Junior subordinated debt
Loans and mortgages payable
AIGLH notes and bonds payable
AIGLH junior subordinated debt
Total AIG general borrowings
AIG/DIB borrowings supported by assets:

14,062

$

3,247 $

(1,508) $
-

(236) $

5

-

-

$

15,570
250

-

2,466

250

-

5,533

-

1

-

(1)

-

-

-

299

-

(15)

-

-

284

(2,986)

(81)

1,054

-

(518)

21,199

3,247

(5,028)

(317)

-

(274)

-

536

5

19,106

(38)

2,870

(a)

MIP notes payable

7,963

-

(4,781)

Series AIGFP matched notes and bonds payable

3,219

-

(2,998)

-

(187)

GIAs, at fair value

5,530

433

(1,675)

-

360

Notes and bonds payable, at fair value

1,217

30

(338)

-

(91)

Total AIG/DIB borrowings supported by assets

17,929

463

(9,792)

(274)

44

8,370

Total debt issued or guaranteed by AIG

39,128

3,710

(14,820)

(591)

49

27,476

656

24

(167)

(5)

1,909

1,450

(1,160)

(1)

34
(b)

4,648

(b)

818

Debt not guaranteed by AIG:
Other subsidiaries notes, bonds, loans and
mortgages payable
Debt of consolidated investments

(d)

Total debt not guaranteed by AIG
Total debt

2,565
$

41,693

1,474
$

5,184 $

(450)
1,485

(1,327)

(6)

1,035

(16,147) $

(597) $

1,084

(c)

58

(c) (e)

3,683
3,741
$

31,217

(a) AIG Parent guarantees all DIB debt, except for MIP notes payable and Series AIGFP matched notes and bonds payable, which are direct obligations of AIG
Parent.
(b) Primarily represents adjustments to the fair value of debt.
(c) Reflects debt that has been reclassified from Other subsidiaries notes, bonds, loans and mortgages payable to Debt of consolidated investments.
(d) At December 31, 2014, includes debt of consolidated investments held through AIG Global Real Estate Investment Corp., AIG Credit Corp., AIGLH and AIG
Property Casualty Inc. of $2.0 billion, $54 million, $1.5 billion and $122 million, respectively.
(e) Includes the effect of consolidating previously unconsolidated securitization vehicles.
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TO TAL D E B T O UT S TAN D IN G
(in millions)

The decrease in total debt outstanding as of December 31, 2014 compared to December 31, 2013 was primarily due to
maturities and repayments of debt and redemptions and repurchases of certain debt securities, as discussed above.

Debt Maturities
The following table summarizes maturing debt at December 31, 2014 of AIG (excluding $3.7 billion of borrowings of
consolidated investments) for the next four quarters:

(in millions)

AIG general borrowings
AIG/DIB borrowings supported by assets
Other subsidiaries notes, bonds, loans and
mortgages payable
Total

$

$

First
Quarter
2015
1 $
220

Second
Quarter
2015
- $
342

Third
Quarter
2015
250 $
157

Fourth
Quarter
2015
846 $
164

Total
1,097
883

17
238 $

7
349 $

7
414 $

7
1,017 $

38
2,018

See Note 15 to the Consolidated Financial Statements for additional details for debt outstanding.
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Credit Ratings
Credit ratings estimate a company’s ability to meet its obligations and may directly affect the cost and availability of
financing to that company. The following table presents the credit ratings of AIG and certain of its subsidiaries as of February
2, 2015. Figures in parentheses indicate the relative ranking of the ratings within the agency’s rating categories; that ranking
refers only to the major rating category and not to the modifiers assigned by the rating agencies.
Short-Term Debt
AIG

Senior Long-Term Debt

Moody’s

S&P

P-2 (2nd of 3)

A-2 (2nd of 8)

Stable Outlook
AIG Financial Products Corp.

(d)

P-2

A-2

Stable Outlook
AIG Funding, Inc.

(d)

P-2

A-2

Moody’s

(a)

S&P

(b)

(c)

Fitch

Baa 1 (4th of 9)

A- (3rd of 8)

BBB+ (4th of 9)

Stable Outlook

Stable Outlook

Stable Outlook

Baa 1

A-

-

Stable Outlook

Stable Outlook

-

-

-

Stable Outlook
(a) Moody’s appends numerical modifiers 1, 2 and 3 to the generic rating categories to show relative position within the rating categories.
(b) S&P ratings may be modified by the addition of a plus or minus sign to show relative standing within the major rating categories.
(c) Fitch ratings may be modified by the addition of a plus or minus sign to show relative standing within the major rating categories.
(d) AIG guarantees all obligations of AIG Financial Products Corp. and AIG Funding, Inc.

These credit ratings are current opinions of the rating agencies. They may be changed, suspended or withdrawn at any time by
the rating agencies as a result of changes in, or unavailability of, information or based on other circumstances. Ratings may
also be withdrawn at our request.
We are party to some agreements that contain “ratings triggers.” Depending on the ratings maintained by one or more rating
agencies, these triggers could result in (i) the termination or limitation of credit availability or a requirement for accelerated
repayment, (ii) the termination of business contracts or (iii) a requirement to post collateral for the benefit of counterparties.
In the event of adverse actions on our long-term debt ratings by the major rating agencies, AIGFP and certain other GCM
entities would be required to post additional collateral under some derivative transactions or could experience termination of
the transactions. Such requirements and terminations could adversely affect our business, our consolidated results of
operations in a reporting period or our liquidity. In the event of a further downgrade of AIG’s long-term senior debt ratings,
AIGFP and certain other GCM entities would be required to post additional collateral, and certain of the counterparties of
AIGFP or of such other GCM entities would be permitted to terminate their contracts early.
The actual amount of collateral that we would be required to post to counterparties in the event of such downgrades, or the
aggregate amount of payments that we could be required to make, depends on market conditions, the fair value of outstanding
affected transactions and other factors prevailing at the time of the downgrade.
For a discussion of the effects of downgrades in the financial strength ratings of our insurance companies or our credit ratings,
see Note 11 to the Consolidated Financial Statements herein and Part I, Item 1A. Risk Factors – Liquidity, Capital and Credit.

Regulation and Supervision
For a discussion of our regulation and supervision by different regulatory authorities in the United States and abroad, including
with respect to our liquidity and capital resources, see Item 1. Business — Regulation and Item 1A. Risk Factors —
Regulation.
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Dividends and Repurchases of AIG Common Stock
On February 13, 2014, our Board of Directors declared a cash dividend on AIG Common Stock of $0.125 per share, payable
on March 25, 2014 to shareholders of record on March 11, 2014. On May 5, 2014, our Board of Directors declared a cash
dividend on AIG Common Stock of $0.125 per share, payable on June 24, 2014 to shareholders of record on June 10, 2014.
On August 4, 2014, our Board of Directors declared a cash dividend on AIG Common Stock of $0.125 per share, payable on
September 25, 2014 to shareholders of record on September 11, 2014. On November 3, 2014, our Board of Directors declared
a cash dividend on AIG Common Stock of $0.125 per share, payable on December 18, 2014 to shareholders of record on
December 4, 2014.
On February 12, 2015, our Board of Directors declared a cash dividend on AIG Common Stock of $0.125 per share, payable
on March 26, 2015 to shareholders of record on March 12, 2015. The payment of any future dividends will be at the discretion
of our Board of Directors and will depend on various factors, including the regulatory framework applicable to us, as discussed
further in Note 17 to the Consolidated Financial Statements.
On August 1, 2013, our Board of Directors authorized the repurchase of shares of AIG Common Stock, with an aggregate
purchase price of up to $1.0 billion, from time to time in the open market, private purchases, through forward, derivative,
accelerated repurchase or automatic repurchase transactions or otherwise. On February 13, 2014, June 5, 2014 and October
31, 2014, our Board of Directors authorized increases to the August 1, 2013 repurchase authorization of AIG Common Stock of
an aggregate of $4.5 billion.
During 2014, we repurchased approximately 88 million shares of AIG Common Stock for an aggregate purchase price of
approximately $4.9 billion pursuant to this authorization.
In the second, third and fourth quarters of 2014, we executed five ASR agreements with third-party financial institutions. The
total number of shares of AIG Common Stock repurchased in 2014, and the aggregate purchase price of those shares, each
as set forth above, reflect our payment of approximately $3.1 billion in the aggregate to the financial institutions under the ASR
agreements and the receipt of approximately 53 million shares of AIG Common Stock in the aggregate, including the initial
receipt of 70 percent of the total notional share equivalent, or approximately 9.2 million shares of AIG Common Stock, under
an ASR agreement executed in December 2014. That ASR agreement settled in January 2015, at which time we received
approximately 3.5 million additional shares of AIG Common Stock based on a formula specified by the terms of the ASR
agreement.
On February 12, 2015, our Board of Directors authorized an additional increase to the August 1, 2013 repurchase
authorization of AIG Common Stock of $2.5 billion, resulting in an aggregate remaining authorization on such date of
approximately $2.5 billion. Shares may be repurchased from time to time in the open market, private purchases, through
forward, derivative, accelerated repurchase or automatic repurchase transactions or otherwise. The timing of any future share
repurchases will depend on market conditions, our financial condition, results of operations, liquidity and other factors.
Dividend Restrictions
Payments of dividends to AIG by its insurance subsidiaries are subject to certain restrictions imposed by regulatory authorities.
See Note 20 to the Consolidated Financial Statements for a discussion of restrictions on payments of dividends by our
subsidiaries.
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Enterprise Risk Management
Risk management includes the identification and measurement of various forms of risk, the establishment of risk thresholds
and the creation of processes intended to maintain risks within these thresholds while optimizing returns. We consider risk
management an integral part of managing our core businesses and a key element of our approach to corporate governance.

Overview
We have an integrated process for managing risks throughout our organization
in accordance with our firm-wide risk appetite. Our Board of Directors has
oversight responsibility for the management of risk. Our Enterprise Risk
Management (ERM) Department supervises and integrates the risk
management functions in each of our business units, providing senior
management with a consolidated view of the firm’s major risk positions. Within
each business unit, senior leaders and executives approve risk-taking policies
and targeted risk tolerance within the framework provided by ERM. ERM
supports our businesses and management in the embedding of enterprise risk
management in our key day-to-day business processes and in identifying,
assessing, quantifying, managing and mitigating the risks taken by us and our
businesses. Nevertheless, our risk management efforts may not always be
successful and material adverse effects on our business, results of operations,
cash flows, liquidity or financial condition may occur.

Enterprise Risk Management
(ERM)






Our ERM framework provides senior
management with a consolidated
view of our risk appetite and major
risk positions.
In each of our business units, senior
leaders and executives approve risktaking policies and targeted risk
tolerances within the ERM framework
while working with ERM to mitigate
risks across the firm.
Risk management is an integral part
of how we manage our core
businesses.

Risk Governance Structure
Our risk governance structure fosters the development and maintenance of a risk and control culture that encompasses all
significant risk categories. Accountability for the implementation and oversight of risk policies is aligned with individual
corporate executives, with the risk committees receiving regular reports regarding compliance with each policy to support risk
governance at our corporate level as well as in each business unit. We review our governance and committee structure on a
regular basis and make changes as appropriate to continue to effectively manage and govern our risks and risk-taking.
Our Board of Directors oversees the management of risk through its Risk and Capital Committee (RCC) and Audit Committee.
Those committees regularly interact with other committees of the Board of Directors. Our Chief Risk Officer (CRO) reports to
both the RCC and AIG’s Chief Executive Officer (CEO).
The Group Risk Committee (GRC) is the senior management group charged with assessing all significant risk issues on a
global basis to protect our financial strength, optimize our intrinsic value, and protect our reputation. The GRC is chaired by our
CRO. Its membership includes our CEO, Chief Financial Officer (CFO), and other executives from across our corporate
functions and business units. Our CRO reports periodically on behalf of the GRC to both the RCC and the Audit Committee of
the Board of Directors.
Management committees that support the GRC are described below. These committees are comprised of senior executives
and experienced business representatives from a range of functions and business units throughout AIG and its subsidiaries.
These committees are charged with identifying, analyzing and reviewing specific risk matters within their respective mandates.
Financial Risk Group (FRG): The FRG is responsible for the oversight of financial risks taken by AIG and its subsidiaries. Its
mandate includes overseeing our aggregate credit, market, interest rate, capital, liquidity and model risks, as well as assetliability management, derivatives activity, and foreign exchange transactions. Membership of the FRG includes our EVP —
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Investments, Deputy AIG Chief Investment Officer, as well as our CFO, and other senior executives from Finance and ERM.
Our CRO serves as Chair of the FRG.
Transaction Approval and Business Practices Committee (TABPC): TABPC provides the primary corporate-level review
function for all proposed transactions and business practices that are significant in size, complex in scope, or that present
heightened legal, reputational, accounting or regulatory risks. Our Deputy General Counsel serves as TABPC Chair and
additional members include our CRO and CFO, and other senior executives from Finance, Legal, Treasury, Investments and
our business units.
Operational Risk Committee (ORC): This committee oversees operational risk management activities across AIG’s
businesses, functions, and geographic locations. The ORC reviews the enterprise-wide identification, escalation and mitigation
of operational risks that may arise from inadequate or failed internal processes, people, systems, or external events. The ORC
also monitors current and emerging operational risks, as well as management actions taken to reduce risks to acceptable
levels. The Committee approves the Operational Risk Management (ORM) Policy and ORM Framework, which includes the
identification, assessment, monitoring and measurement of risks. The Committee ensures applicable governance structures
are established to provide oversight of operational risk at each business unit and corporate function. The ORC also reviews
aggregate firm-wide operational risk reports and provides a forum for senior management to assess our operational risk profile
and to discuss operational risks that may affect our strategic objectives.
ORC members include senior AIG executives with expertise in legal, compliance, technology, human resources, finance and
operational risk, as well as business continuity management and the chief risk officers of our business units.
Business Unit Risk and Capital Committees: Each of our major insurance businesses has established a risk and capital
committee (BU RCC) that serves as the senior management committee responsible for risk oversight at the individual business
unit level. The BU RCCs are responsible for the identification, assessment and monitoring of all sources of risk within their
respective portfolios. Specific responsibilities include setting risk tolerances, approving capital management strategies
(including asset allocation and risk financing), insurance portfolio optimization, risk management policies and providing
oversight of risk-adjusted metrics. In addition to its BU RCC, each major insurance business has established subordinate
committees which identify, assess and monitor the specific operational, transactional and financial risks inherent in its
respective business. Together, the BU RCCs and AIG Risk Committees described above provide comprehensive risk oversight
throughout the organization.

Group Risk Committee (GRC)
Chair: AIG Chief Risk Officer

Financial Risk Group (FRG)
Chair: AIG Chief Risk Officer

Transaction Approval &
Business Practices Committee
(TABPC)
Chair: Deputy General Counsel

Operational Risk Committee
(ORC)

Business Unit Risk & Capital
Committees (BU RCCs)
(AIG PC, AIG L&R, UGC)

Risk Appetite, Limits, Identification, and Measurement

Risk Appetite Framework
Our Risk Appetite Framework integrates stakeholder interests, strategic business goals and available financial resources. We
intend to balance these by taking measured risks that are expected to generate repeatable, sustainable earnings and produce
long-term value for our shareholders. The framework includes our Risk Appetite Statement approved by the Board of Directors
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or a committee thereof and a set of supporting tools, including risk tolerances, risk limits and policies, which we use to manage
our risk profile and financial resources.
We articulate our aggregate risk-taking by setting risk tolerances on capital and liquidity measures. These measures are set at
the AIG Parent as well as the legal entity level and cover consolidated and insurance company capital and liquidity ratios. We
must comply with standards for capital adequacy and maintain sufficient liquidity to meet all our obligations as they come due
in accordance with our internal capital management and liquidity policies. The risk appetite for our insurance operations inform
the requirements for capital adequacy for individual legal entities. Our risk tolerances take into consideration regulatory
requirements, rating agency expectations, and business needs. The GRC routinely reviews the level of risk taken by the
consolidated organization in relation to the established risk tolerances. A consolidated risk report is also presented periodically,
as required, to the RCC by our CRO.

Risk Limits
A key component of our Risk Appetite Framework is having a process in place that establishes and maintains appropriate
limits on the material risks identified for our core businesses and allows monitoring and meeting of both internal and external
stakeholder’s expectations. Our objectives include:
• Monitoring of risks, providing early warning indicators, and ensuring timely oversight and enforceability;
• Defining a consistent and transparent approach to limits governance from the group-level to regional entities; and
• Alignment with Risk Appetite Statement, where applicable.
To support the monitoring and management of AIG’s and its business units’ material risks, ERM has established a limits
framework that employs a three-tiered hierarchy:
• Level I Limits are AIG consolidated level limits. They define our aggregate maximum exposures for core risks within the
boundaries set by the Risk Appetite Statement, and constrain our concentration in specific risk types. These limits are set to
manage key risks identified by ERM and to meet requirements by regulators and rating agencies at a consolidated level.
Level 1 Limits are reported to the FRG, GRC and RCC.
• Level II Limits are business unit level limits. They define our appetite for specific, material risk taking activities within
business units and corporate functions. These key risks are identified by ERM for the business unit and/or corporate
function, and risk limits are developed to meet the specific requirements of regulators and rating agencies. Level II Limits
are reported to the BU RCC and FRG.
• Level III Limits monitor risk utilization on the regional or local level and are developed to address any specific requirements
by regulators and rating agencies for that region not captured by the Level I and Level II limits. Level 3 Limits are reported
at the local entity BU RCC.
All limits are reviewed by the FRG, GRC or business unit level risk committees on a periodic basis and revisions, if applicable,
are approved by those committees.
The business units are responsible for complying with all risk limits. The ERM teams and chief risk officers within each
business unit monitor such compliance and provide regular, timely reporting to our senior management and risk committees.
Limit breaches are required to be reported in a timely manner and are documented and escalated in accordance with their
level of severity or materiality. Responsibility for addressing and/or remediating any breach rests with individuals within the
specific unit that experienced the breach.

Risk Identification and Measurement
One tool we use to inform our Risk Appetite Framework is risk identification. We conduct risk identification through a number
of processes at the business unit and corporate level focused on capturing our material risks and key areas of focus for followup risk management actions. A key initiative is our annual integrated bottom-up risk identification and assessment process
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down to the product-line level. These processes are used as a critical input to enhance and develop our analytics for
measuring and assessing risks across the organization.
We employ various approaches to measure, monitor, and manage risk exposures, including the utilization of a variety of
metrics and early warning indicators. We use a proprietary stress testing framework to measure our quantifiable risks. This
framework is built on our existing ERM stress testing methodology for both insurance and non-insurance operations. The
framework measures risk over multiple time horizons and under different levels of stress. We develop a range of stress
scenarios based both on internal experience and regulatory guidance. The stress tests are intended to ensure that sufficient
resources for our insurance company subsidiaries and the consolidated company are available under both idiosyncratic and
systemic market stress conditions.
The stress testing framework assesses our aggregate exposure to our most significant financial and insurance risks, including
the risk in each of our key insurance company subsidiaries in relation to its statutory capital needs under stress, risks inherent
in our non-insurance company subsidiaries, and risks to AIG consolidated capital. Using our stress testing methodology, we
evaluate the capital and earnings impact of potential stresses in relation to the relevant capital constraint of each business
operation. We use this information to determine the resources needed at the AIG Parent level to support our subsidiaries and
capital resources required to maintain consolidated company target capitalization levels.

We evaluate and manage risk in material topics as shown below. These topics are discussed in more
detail in the following pages:
• Credit Risk Management

• Liquidity Risk Management

• Insurance Operations Risks

• Market Risk Management

• Operational Risk Management

• Other Operations Risks

Credit Risk Management

Overview
Credit risk is defined as the risk that our customers or counterparties are unable or unwilling to repay their contractual
obligations when they become due. Credit risk may also result from a downgrade of a counterparty’s credit ratings or a
widening of its credit spreads.
We devote considerable resources to managing our direct and indirect credit exposures. These exposures may arise from, but
are not limited to fixed income investments, equity securities, deposits, commercial paper investments, reverse repurchase
agreements and repurchase agreements, corporate and consumer loans, leases, reinsurance recoverables, counterparty risk
arising from derivatives activities, collateral extended to counterparties, insurance risk cessions to third parties, financial
guarantees and letters of credit.

Governance
Our credit risks are overseen and managed by ERM. ERM is assisted by credit functions headed by highly experienced credit
professionals that take and manage our credit risk. Their primary role is to assure appropriate credit risk management in
accordance with our credit policies and procedures relative to our credit risk parameters. Our Chief Credit Officer (CCO) and
credit executives are primarily responsible for the development, implementation and maintenance of a risk management
framework, which includes the following elements related to our credit risks:
• developing and implementing our company-wide credit policies and procedures;
• approving delegated credit authorities to our credit executives;
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• developing methodologies for quantification and assessment of credit risks, including the establishment and maintenance of
our internal risk rating process;
• managing a system of credit and program limits, as well as the approval process for credit transactions, above limit
exposures, and concentrations of risk that may exist or be incurred;
• evaluating, monitoring, reviewing and reporting of credit risks and concentrations regularly with senior management; and
• approving appropriate credit reserves, credit-related other-than-temporary impairments and corresponding methodologies in
all credit portfolios.
We monitor and control our company-wide credit risk concentrations and attempt to avoid unwanted or excessive risk
accumulations, whether funded or unfunded. To minimize the level of credit risk in some circumstances, we may require
mitigants, such as third-party guarantees, reinsurance or collateral, including commercial bank-issued letters of credit and trust
collateral accounts. We treat these guarantees, reinsurance recoverables, letters of credit and trust collateral accounts as
credit exposure and include them in our risk concentration exposure data.
See Investments – Available for Sale Investments herein for further information on our credit concentrations and credit
exposures.

Market Risk Management
Market risk is defined as the risk of adverse impact due to systemic movements in one or more of the following market risk
drivers: equity and commodity prices, residential and commercial real estate values, interest rates, credit spreads, foreign
exchange, inflation, and their levels of volatility.
We are engaged in a variety of insurance, investment and other financial services businesses that generate market risk,
directly and indirectly. We are exposed to market risks primarily within our insurance and capital markets businesses, on both
the asset and liability side of our balance sheet through on and off-balance sheet exposures. The chief risk officer within each
business is responsible for properly identifying these risks, then ensuring that they are appropriately measured, monitored and
managed in accordance with the risk governance framework established by the Chief Market Risk Officer (CMRO).
The scope and magnitude of our market risk exposures is managed under a robust framework that contains documented risktaking authorities, defined risk limits and minimum standards for managing market risk in a manner consistent with our Risk
Appetite Statement. Our market risk management framework focuses on quantifying the financial repercussions of changes in
these broad market observables, distinct from the idiosyncratic risks associated with individual assets that are addressed
through our credit risk management function.

Risk Identification
Market risk focuses on quantifying the financial repercussions of changes in broad, external, predominantly market observable
risks. Financial repercussions can include an adverse impact on results of operations, financial conditions, liquidity and capital.
Each of the following systemic risks is considered a market risk:
Equity prices. We are exposed to changes in equity market prices affecting a variety of instruments. Changes in equity prices
can affect the valuation of publicly-traded equity shares, investments in private equity, hedge funds and mutual funds,
exchange-traded funds (ETFs), and other equity-linked capital market instruments as well as equity-linked insurance products,
including but not limited to index annuities, variable annuities, universal life insurance and variable universal life insurance.
Residential and commercial real estate values. Our investment portfolios are exposed to the risk of changing values in a
variety of residential and commercial real estate investments. Changes in residential/commercial real estate prices can affect
the valuation of residential/commercial mortgages, residential/commercial mortgage-backed securities and other structured
securities with underlying assets that include residential/commercial mortgages: trusts that include residential/commercial real
estate and/or mortgages (REITs), and residential mortgage insurance contracts and commercial real estate investments.
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Interest rates. Interest rate risk can arise from a mismatch in the interest rate exposure of assets versus liabilities. Lower
interest rates generally result in lower investment income and resulting product changes will generally reduce the
attractiveness of our insurance products in the marketplace. Conversely, higher interest rates are typically beneficial for the
opposite reasons. However, when rates rise quickly, there can be a temporary asymmetric U.S. GAAP accounting effect where
the existing securities lose market value, which is largely reported in Other comprehensive income, and the offsetting decrease
in the value of related liabilities may not be recognized. Changes in interest rates can affect the valuation of fixed maturity
securities, financial liabilities, insurance contracts including but not limited to fixed rate annuities, variable annuities and
derivative contracts.
Credit spreads. Credit spreads measure an instrument’s risk premium or yield relative to that of a comparable duration,
default-free instrument. Changes in credit spreads can affect the valuation of fixed maturity securities, including but not limited
to corporate bonds, asset-backed securities, mortgage-backed securities, AIG-issued debt obligations, credit derivatives and
derivative credit valuation adjustments. Much like higher interest rates, wider credit spreads mean more investment income in
the long-term. In the short term, quickly rising spreads will cause a loss in the value of existing fixed maturity securities, which
is largely reported in Other comprehensive income. A precipitous rise in credit spreads may also signal a fundamental
weakness in the credit-worthiness of bond obligors, potentially resulting in default losses.
Foreign exchange (FX) rates. We are a globally diversified enterprise with significant income, assets and liabilities
denominated in, and significant capital deployed in, a variety of currencies. Changes in FX rates can affect the valuation of a
broad range of balance sheet and income statement items as well as the settlement of cash flows exchanged in specific
transactions.
Commodity Prices. Changes in commodity prices (the value of commodities) can affect the valuation of publicly-traded
commodities, commodity indices and derivatives on commodities and commodity indices.
Inflation. Changes in inflation can affect the valuation of fixed maturity securities, including AIG-issued debt obligations,
derivatives and other contracts explicitly linked to inflation indices, and insurance contracts where the claims are linked to
inflation either explicitly, via indexing, or implicitly, through medical costs or wage levels.

Governance
Market risk is managed at the corporate level within ERM through the CMRO, who reports directly to the AIG CRO. The
CMRO is supported by a dedicated team of professionals within ERM who work in partnership with the senior management of
our finance, treasury and investment management corporate functions. The CMRO is primarily responsible for the
development and maintenance of a risk management framework that includes the following key components:
• written policies that define the rules for our market risk-taking activities and provide clear guidance regarding their execution
and management;
• a limit framework that aligns with our Board-approved Risk Appetite Statement;
• independent measurement, monitoring and reporting for line of business, business unit and enterprise-wide market risks;
and
• clearly defined authorities for all individuals and committee roles and responsibilities related to market risk management.
These components facilitate the CMRO’s identification, measurement, monitoring, reporting and management of our market
risks.

Risk Measurement
Our market risk measurement framework was developed with the main objective of communicating the range and scale of our
market risk exposures. At the firm-wide level market risk is measured in a manner that is consistent with AIG’s Risk Appetite
Statement. This is designed to ensure that we remain within our stated risk tolerance levels and can determine how much
additional market risk taking capacity is available within our framework. Our risk appetite is currently defined in terms of capital
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and liquidity levels under specific stress tests. At the market risk level, the framework measures our overall exposure to each
systemic market risk change on an economic basis.
In addition, we continue to enhance economic, U.S. GAAP accounting and statutory capital-based risk measures at the market
risk level, business-unit level and firm-wide levels. This process aims to ensure that we have a comprehensive view of the
impact of our market risk exposures.

We use a number of approaches to measure our market risk exposure, including:
Sensitivity analysis. Sensitivity analysis measures the impact from a unit change in a market risk input. Examples of
such sensitivities include a one basis point increase in yield on fixed maturity securities, a one basis point increase in
credit spreads on fixed maturity securities, and a one percent increase in price on equity securities.
Scenario analysis. Scenario analysis uses historical, hypothetical, or forward-looking macroeconomic scenarios to
assess and report exposures. Examples of hypothetical scenarios include a 100 basis point parallel shift in the yield curve
or a 20 percent immediate and simultaneous decrease in world-wide equity markets. Scenarios may also utilize a
stochastic framework to arrive at a probability distribution of losses.
Stress testing. Stress testing is a special form of scenario analysis in which the scenarios are designed to lead to a
material adverse outcome. Examples of such scenarios include the stock market crash of October 1987 or the widening of
yields or spreads of RMBS or CMBS during 2008.

Market Risk Sensitivities
The following table provides estimates of our sensitivity to changes in yield curves, equity prices and foreign
currency exchange rates:

(dollars in millions)

Sensitivity factor
Interest rate sensitive assets:
Fixed maturity securities
Mortgage and other loans receivable
Preferred stock
Total interest rate sensitive assets
Sensitivity factor
Equity and alternative investments exposure:
Hedge funds
Private equity
Real estate investments
PICC(c)
Common equity
Aircraft asset investments
AerCap
Other investments
Total equity and alternative investments
exposure

Balance Sheet Exposure
December 31,
December 31,
2014
2013

$

273,885
16,594
19
290,498

(a)

$

10,798
8,858
3,612
3,375
2,044
651
4,972
1,331
$

268,208
14,649
21
282,878

Balance Sheet Effect
December 31,
December 31,
2014
2013
100 bps parallel increase in all yield curves

(a)

(15,107)
(14,341)
(921)
(661)
(1)
(2)
$
(16,029) (b)
$
(15,004)
20% decline in stock prices and value of
alternative investments
(2,160)
(1,772)
(722)
(675)
(409)
(130)
(994)
(266)

9,900
9,810
3,113
2,536
1,927
763
957

35,641

$
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$

(7,128)

(1,980)
(1,962)
(623)
(507)
(385)
(153)
(191)
$

(5,801)
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Sensitivity factor

10% depreciation of all foreign currency
exchange rates against the U.S. dollar

Foreign currency-denominated net
asset position(d)

$

12,005

$

$

10,350

(1,201)

$

(1,035)

(a) At December 31, 2014, the analysis covered $290 billion of $309 billion interest-rate sensitive assets. Excluded are $1 billion in DIB assets, $8 billion of
loans, and $4 billion of investments in life settlements. In addition, $5 billion of assets across various asset categories were excluded due to modeling limitations.
At December 31, 2013, the analysis covered $283 billion of $306 billion interest-rate sensitive assets. Excluded are $6 billion in DIB assets, $5 billion of loans,
and $4 billion of investments in life settlements. In addition, $8 billion of assets across various asset categories were excluded due to modeling and/or data
limitations.
(b) Commencing in the first quarter of 2014, we began using a duration and convexity method to estimate the impact of a 100 basis point increase in interest
rates on each security. The change in method had no material effect on the amounts presented at December 31, 2013.
(c) Includes our investments in PICC Group and PICC P&C.
(d) The majority of the foreign currency exposure is reported on a one quarter lag.

Foreign currency-denominated net asset position reflects our consolidated non-U.S. dollar assets less our consolidated
non-U.S dollar liabilities on a U.S. GAAP basis. We use a bottom-up approach in managing our foreign currency exchange rate
exposures with the objective of protecting statutory capital at the regulated insurance entity level. We manage cash flow risk on
our foreign currency-denominated debt issued by AIG Parent and use a variety of techniques to mitigate this risk, including but
not limited to the execution of cross-currency swaps and the issuance of new foreign currency-denominated debt to replace
equivalent maturing debt. At the AIG Parent level, we monitor our foreign currency exposures against single currency and
aggregate currency portfolio limits. As a matter of general practice, we do not typically hedge our foreign currency exposures
to net investments in subsidiaries. However, we may utilize either cross-currency swaps or our foreign currency- denominated
debt as a net investment hedge of our capital in subsidiaries.
At December 31, 2014, our five largest foreign currency net asset positions were denominated in British pounds, Canadian
dollars, Euro, Hong Kong dollars and Japanese yen. Our foreign currency-denominated net asset position at December 31,
2014 increased by 16.0 percent, or $1.7 billion, compared to December 31, 2013. The increase was mostly due to a $650
million increase in our Hong Kong dollar position, primarily resulting from the Non-Life Insurance Companies investment in
PICC P&C; a $585 million increase in our British pound position, primarily resulting from AIG Parent repurchasing outstanding
British pound-denominated debt; a $378 million increase in our Japanese yen position, mainly attributable to Japanese yen
deferred tax liability reduction; a $153 million increase in our Canadian dollar position, mainly attributable to an increase in
operating income from underwriting and investments; and a $75 million increase in our Euro position primarily resulting from
AIG Parent repurchasing outstanding Euro-denominated debt. These increases were partially offset by a $173 million
decrease in our Polish zloty position, primarily resulting from the sale of our equity investment in Santander Consumer Bank.
For illustrative purposes, we modeled our sensitivities based on a 100 basis point increase in yield curves, a 20 percent
decline in equities and alternative assets, and a 10 percent depreciation of all foreign currency exchange rates against the
U.S. dollar. The estimated results presented in the table above should not be taken as a prediction, but only as a
demonstration of the potential effects of such events.
The sensitivity factors utilized for 2014 and presented above were selected based on historical data from 1994 to 2014, as
follows (see the table below):
• a 100 basis point parallel shift in the yield curve is consistent with a one standard deviation movement of the benchmark
ten-year treasury yield;
• a 20 percent drop for equity and alternative investments is broadly consistent with a one standard deviation movement in
the S&P 500; and
• a 10 percent depreciation of foreign currency exchange rates is consistent with a one standard deviation movement in the
U.S. dollar (USD)/Great Britain pound (GBP) exchange rate.
2014 Scenario as

2014

a Multiple of

Change/

of Standard

on Standard Deviation for

Deviation 2014 Scenario Standard Deviation

Return

Deviation

1993-2013 Period)

Standard
Period

Suggested

2014 as a Multiple Original 2013 Scenario (based

10-Year Treasury

1994-2014

0.01

0.01

1.00

(0.01)

0.87

0.01

S&P 500

1994-2014

0.19

0.20

1.05

0.11

0.60

0.20

USD/GBP

1994-2014

0.09

0.10

1.07

(0.06)

0.63

0.10
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Risk Monitoring and Limits
The risk monitoring responsibilities, owned by the business units, include ensuring compliance with market risk limits and
escalation and remediation of limit breaches. Such activities must be reported to the ERM Market Risk team by the relevant
business unit. This monitoring approach is aligned with our overall risk limits framework.
To control our exposure to market risk, we rely on a three-tiered hierarchy of limits that the CMRO closely monitors and reports
to our CRO, senior management and risk committees.
See Risk Appetite, Limits, Identification, and Measurement – Risk Limits herein for further information on our three-tiered
hierarchy of limits.

Liquidity Risk Management
Liquidity risk is defined as the risk that our financial condition will be adversely affected by the inability or perceived inability to
meet our short-term cash, collateral or other financial obligations. Failure to appropriately manage liquidity risk can result in
insolvency, reduced operating flexibility, increased costs, reputational harm and regulatory action.
AIG and its legal entities seek to maintain sufficient liquidity during both the normal course of business and under defined
liquidity stress scenarios to ensure that sufficient cash can be generated to meet the obligations as they come due.
AIG Parent liquidity risk tolerance levels are established for base and stress scenarios over a time horizon covering a period of
up to one year. We maintain a liquidity buffer designed to ensure that funding needs are met under varying market conditions.
If we project that we will breach the tolerance, we will assess and determine appropriate liquidity management actions.
However, the market conditions in effect at that time may not permit us to achieve an increase in liquidity sources or a
reduction in liquidity requirements.

Risk Identification
The following sources of liquidity and funding risks could impact our ability to meet short-term financial obligations as they
come due.
•

Market/Monetization Risk: Assets cannot be readily transformed into cash due to unfavorable market conditions. Market
liquidity risk may limit our ability to sell assets at reasonable values to meet liquidity needs.

•

Cash Flow Mismatch Risk: Discrete and cumulative cash flow mismatches or gaps over short-term horizons under both
expected and adverse business conditions may create future liquidity shortfalls.

•

Event Funding Risk: Additional funding is required as the result of a trigger event. Event funding risk comes in many forms
and may result from a downgrade in credit ratings, a market event, or some other event that created a funding obligation
or limits existing funding options.

•

Financing Risk: We are unable to raise additional cash on a secured or unsecured basis due to unfavorable market
conditions, AIG-specific issues, or any other issue that impedes access to additional funding.

Governance
Liquidity risk is managed at the corporate level within ERM through the CMRO, who reports directly to the AIG CRO. The AIG
CRO has responsibility for the oversight of the Liquidity Risk Management Framework and delegates day-to-day
implementation of this framework to the AIG Treasurer, with ERM oversight.
The Liquidity Risk Management Framework is guided by the liquidity risk tolerance as set forth in the Board-approved Risk
Appetite Statement. The principal objective of this framework is to establish minimum liquidity requirements that protect our
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long-term viability and ability to fund our ongoing business, and to meet short-term financial obligations in a timely manner in
both normal and stressed conditions.
Our Liquidity Risk Management Framework includes a number of liquidity and funding policies and monitoring tools to address
AIG-specific, broader industry and market related liquidity events.

Risk Measurement
Comprehensive cash flow projections under normal conditions are the primary component for identifying and measuring
liquidity risk. We produce comprehensive liquidity projections over varying time horizons that incorporate all relevant liquidity
sources and uses and include known and likely cash inflows and outflows. In addition, we perform stress testing by identifying
liquidity stress scenarios and assessing the effects of these scenarios on our cash flow and liquidity.

We use a number of approaches to measure our liquidity risk exposure, including:
Coverage Ratios: Coverage Ratios measure the adequacy of a portfolio of assets to meet the forecasted net cash flow
over a specified time horizon. The portfolio of assets is selected based on our ability to convert those assets into cash
under the assumed market conditions and within the specified time horizon.
Asset Ratios: Asset Ratios measure and track the quality of an entity’s assets that can be used to raise liquidity over a
specified period of time.
Cash Flow Forecasts: Cash Flow Forecasts measure the liquidity needed for a specific legal entity over a specified time
horizon.
Stress Testing: Coverage Ratios and Asset Ratios are re-measured under defined liquidity stress scenarios that will
impact net cash flows, liquid assets and/or other funding sources.

Relevant liquidity reporting is produced and reported regularly to AIG Parent and business unit risk committees. The frequency,
content, and nature of reporting will vary for each business unit and legal entity, based on its complexity, risk profile, activities
and size.

Operational Risk Management
Operational risk is defined as the risk of loss, or other adverse consequences, resulting from inadequate or failed internal
processes, people, systems, or from external events. Operational risk includes legal risk, but excludes business and strategy
risks.
Operational risk is inherent in each of our business units and corporate functions. Operational risks can have many impacts,
including but not limited to: unexpected economic losses or gains, reputational harm due to negative publicity, regulatory action
from supervisory agencies, operational and business disruptions, and/or damage to customer relationships.
Our ORM function, which supports our ORC, has the responsibility to provide an aggregate view of our operational risk profile.
Our ORM function oversees the Operational Risk policy and framework, which includes risk identification, assessment,
monitoring and measurement. The ORM program captures various types of risk to provide an aggregate view for each
business and function. This includes operational risks related to core insurance activities, investing, model risk, technology
(including cyber security, access, data privacy and data security), third party providers, compliance and regulatory matters.
Each business unit is responsible for managing its operational risks and implementing the components of the operational risk
management program. In addition, certain corporate control functions have been assigned accountability for enterprise-wide
operational risk management for their respective areas. These control functions include Sarbanes-Oxley (SOX), Business
Continuity Management (BCM), Information Technology Security Risk and Compliance, Model Validation and Vendor Risk
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Management. Senior business operational risk executives report to their respective business unit CRO and to the Head of our
ORM. This reporting structure is designed to enable close alignment with the business unit while ensuring consistent
implementation of operational risk management practices.

A strong operational risk management program facilitates the identification and mitigation of operational
risk issues. To accomplish this, our operational risk management program is designed to:
•

pro-actively address potential operational risk issues;

•

create transparency throughout the organization; and

•

assign clear ownership and accountability for addressing identified operational risk issues.

As part of the ORM framework, we deploy an integrated risk assessment approach which includes top-down risk assessments
to identify our most significant operational risks, a Risk and Control Self Assessment (RCSA) process to identify key
operational risks conducted at the business units and corporate functions and the identification of emerging risks through our
Vulnerability Identification (VID) process which considers risks that have not yet fully manifested but could become significant
over time. In addition, we conduct scenario analysis to identify remote but plausible potential risks that could result in severe
financial losses. Corrective action plans are developed to address identified issues. Businesses are accountable for tracking
and remediating these issues.
Operational risk management reporting to senior management and operational risk governance committees provides
awareness of operational risk exposures, identifies key risks and facilitates management decision making. Reporting includes
operational risk mitigation and monitoring, RCSA results and the status of issue resolution to senior management.

Insurance Operations Risks
Except as described above, we manage our business risk oversight activities through our insurance operations. A primary goal
in managing our insurance operations is to achieve an acceptable risk-adjusted return on equity. To achieve this goal, we must
be disciplined in risk selection, premium adequacy, and appropriate terms and conditions to cover the risk accepted.
Our insurance businesses are conducted on a global basis and expose us to a wide variety of risks with different time horizons. We
manage these risks throughout the organization, both centrally and locally, through a number of procedures:
• pre-launch approval of product design, development and distribution;
• underwriting approval processes and authorities;
• exposure limits with ongoing monitoring;
• modeling and reporting of aggregations and limit concentrations at multiple levels (policy, line of business, product group,
country, individual/group, correlation and catastrophic risk events);
• compliance with financial reporting and capital and solvency targets;
• use of reinsurance, both internal and third-party; and
• review and establishment of reserves.
We closely manage insurance risk by monitoring and controlling the nature and geographic location of the risks in each line of
business underwritten, the terms and conditions of the underwriting and the premiums we charge for taking on the risk. We
analyze concentrations of risk using various modeling techniques, including both probability distributions (stochastic) and/or
single-point estimates (deterministic) approaches.
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Risk Identification
• Non-Life Insurance Companies — risks covered include property, casualty, fidelity/surety, accident and health, aviation,
management liability and mortgage insurance. We manage risks in the general insurance business through aggregations
and limitations of concentrations at multiple levels: policy, line of business, geography, industry and legal entity. We manage
risks in the mortgage insurance business through geographic classification, risk based pricing, premium adequacy
monitoring, and prudent credit policy and underwriting standards.
• Life Insurance Companies — risks include mortality and morbidity in the insurance-oriented products and insufficient cash
flows to cover contract liabilities and longevity risk in the retirement savings-oriented products. We manage risks through
product design, sound medical and non-medical underwriting, and external reinsurance programs.
We purchase reinsurance for our insurance operations. Reinsurance facilitates insurance risk management (retention,
volatility, concentrations) and capital planning. We may purchase reinsurance on a pooled basis. Pooling of our reinsurance
risks enables us to purchase reinsurance more efficiently at a consolidated level, manage global counterparty risk and
relationships and manage global catastrophe risks, both for the Non-Life Insurance Companies and the Life Insurance
Companies.

Governance
Insurance risks are managed at the business unit level within ERM through the business unit chief risk officers, who report
directly to the AIG CRO. Oversight is provided by the business unit chief risk officers. The business unit chief risk officers and
their teams work closely with management to manage insurance risks. The framework includes the following key components:
• written policies that define the rules for our insurance risk-taking activities;
• a limit framework focused on key insurance risks that aligns with our Board-approved Risk Appetite Statement; and
• clearly defined authorities for all individuals and committee roles and responsibilities related to insurance risk management.

Risk Measurement, Monitoring and Limits
We use a number of approaches to measure our insurance risk exposure, including:
Stochastic methods. Stochastic methods are used to measure and monitor risks including natural catastrophe, reserve
and premium risk. We develop probabilistic estimates of risk based on our exposures, historical observed volatility or
industry-recognized models in the case of catastrophe risk.
Scenario analysis. Scenario or deterministic analysis is used to measure and monitor risks such as terrorism or to
estimate losses due to man-made catastrophic scenarios.

In addition, we monitor concentrations of exposure through insurance limits aggregated along dimensions such as geography,
industry, or counterparty.

Non-Life Insurance Companies Key Insurance Risks
We manage insurance risks through risk review and selection processes, exposure limitations, exclusions, deductibles, selfinsured retentions, coverage limits, attachment points, and reinsurance. This management is supported by sound underwriting
practices, pricing procedures and the use of actuarial analysis to help determine overall adequacy of provisions for insurance.
Underwriting practices and pricing procedures incorporate historical experience, changes in underlying exposure, current
regulation and judicial decisions as well as proposed or anticipated regulatory changes.
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For Non-Life Insurance Companies, insurance risks primarily include the following:
• Liability for Unpaid Losses and Loss Adjustment Expenses - The potential inadequacy of the liabilities we establish for
unpaid losses and loss adjustment expenses is a key risk faced by the Non-Life Insurance Companies. There is significant
uncertainty in factors that may drive the ultimate development of losses compared to our estimates of losses and loss
adjustment expenses. We manage this uncertainty through internal controls and oversight of the loss reserve setting
process, as well as reviews by external experts. See Item 1. Business – A review of Liability for Unpaid Losses and Loss
Adjustment Expenses herein for further information.
• Underwriting - The potential inadequacy of premiums charged for future risk periods on risks underwritten in our portfolios
can impact the Non-Life Insurance Companies ability to achieve an underwriting profit. We develop pricing based on our
estimates of losses and expenses, but factors such as market pressures and the inherent uncertainty and complexity in
estimating losses may result in premiums that are inadequate to generate underwriting profit. This may be driven by
adverse economic conditions, unanticipated emergence of risks or increase in frequency of claims, worse than expected
prepayment of policies, investment results, or expenses.
• Catastrophe Exposure - Our business is exposed to various catastrophic events in which multiple losses can occur and
affect multiple lines of business in any calendar year. Natural disasters, such as hurricanes, earthquakes and other
catastrophes, have the potential to adversely affect our operating results. Other risks, such as man-made catastrophes or
pandemic disease, could also adversely affect our business and operating results to the extent they are covered by our
insurance products. Concentration of exposure in certain industries or geographies may cause us to suffer disproportionate
losses.
• Reinsurance - Since we use reinsurance to limit our losses, we are exposed to risks associated with reinsurance including
the unrecoverability of expected payments from reinsurers either due to an inability or unwillingness to pay, contracts that
do not respond properly to the event, or that actual reinsurance coverage is different than anticipated. The inability or
unwillingness to pay is considered credit risk and is monitored through our credit risk management framework.

Natural Catastrophe Risk
We manage catastrophe exposure with multiple approaches such as setting risk limits based on aggregate Probable Maximum
Loss (PML) modeling, monitoring overall exposures and risk accumulations, and purchasing catastrophe reinsurance through
both the traditional reinsurance and capital markets in addition to other reinsurance protections.
We use third-party catastrophe risk models and other tools to evaluate and simulate frequency and severity of catastrophic
events and associated losses to our portfolios of exposures. We apply a proprietary multi-model approach to account for
relative strengths and weaknesses of vendor models, and make adjustments to modeled losses to account for loss adjustment
expenses, model biases, data quality and non-modeled risks.
We perform post-catastrophe event studies to identify model weaknesses, underwriting gaps, and improvement opportunities.
Lessons learned from post-catastrophe event studies are incorporated into the modeling and underwriting processes of risk
pricing and selection. The majority of policies exposed to catastrophic risks are one-year contracts which allow us to adjust our
underwriting guidelines, pricing and exposure accumulation in a relatively short period.
We recognize that climate change has implications for insurance industry exposure to natural catastrophe risk. With multiple
levels of risk management processes in place, we actively analyze the latest climate science and policy to anticipate potential
changes to our risk profile, pricing models and strategic planning. For example, we continually consider changes in climate and
weather patterns as an integral part of the underwriting process. In addition, we are committed to providing innovative
insurance products and services to help our clients be proactive against the threat of climate change, including expanding
natural disaster resilience, promoting adaptation, and reducing greenhouse gas emissions. Our internal product development,
underwriting, modeling, and sustainability practices will continue to adapt to and evolve with the developing risk exposures
attributed to climate change.
Our natural catastrophe exposure is primarily driven by the U.S. and Japan, though our overall exposure is diversified across
multiple countries. For example, we have exposures to additional perils such as European windstorms and floods. Within the
U.S., we have significant hurricane exposure in Florida, the Gulf of Mexico, Northeast U.S. and mid-Atlantic regions. Events
impacting the Northeast U.S. and the mid-Atlantic may result in a higher share of industry losses than other regions primarily
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due to our relative share of exposure in those regions. Within the U.S., we have significant earthquake exposure in California,
the Pacific Northwest and New Madrid regions. Earthquakes impacting the Pacific Northwest and New Madrid regions may
result in a higher share of industry losses than other regions primarily due to our relative share of exposure in these regions.
The estimates below are the Occurrence Exceedance Probability (OEP) losses, which reflect losses that may occur in any
single event due to the defined peril. The 1-in-100 and 1-in-250 PMLs are the probable maximum losses from a single natural
catastrophe event with probability of 1 percent and 0.4 percent, respectively.
The following table presents an overview of modeled losses (OEP) for top perils and countries.
At December 31, 2014
Gross

(in millions)

Exposures:
U.S. Hurricane (1-in-100)(a)
U.S. Earthquake (1-in-250)(b)
Japanese Wind (1-in-100)
Japanese Earthquake (1-in-250)(c)

$

$

Net of 2015
Reinsurance

4,887 $
7,080
1,279
1,159 $

Net of 2015
Reinsurance, After Tax

2,801 $
3,522
1,225
899 $

1,821
2,289
796
584

Percent of Total
Shareholder Equity
1.7%
2.1
0.7
0.5%

(a) The U.S. hurricane amount includes losses to Property from hurricane hazards of wind and storm surge.
(b) U.S. earthquake loss estimates represent exposure to Property, Workers’ Compensation (U.S.) and A&H business lines.
(c) Japan Earthquake represents exposure to Property and A&H business lines.

The OEP estimates provided above reflect our in-force portfolios at September 30, 2014, for U.S. exposures, and at June 30,
2014 for Japan exposures. The catastrophe reinsurance program is as of January 1, 2015.
As noted above, AIG, along with other non-life insurance and reinsurance companies, utilizes industry-recognized catastrophe
models and apply their proprietary modeling processes and assumptions to arrive at loss estimates. The use of different
methodologies and assumptions could materially change the projected losses. Since there is no industry standard for
assumptions and preparation of insured data for use in these models, modeled losses may not be comparable to estimates
made by other companies.
Also, the modeled results are based on the assumption that all reinsurers fulfill their obligations to us under the terms of the
reinsurance arrangements and all catastrophe bonds attach and pay as modeled. However, reinsurance recoverable may not
be fully collectible. In particular, the use of catastrophe bonds may not provide commensurate levels of protection compared to
traditional reinsurance transactions. Therefore, these estimates are inherently uncertain and may not accurately reflect our
exposure to these events.
Our 2015 catastrophe reinsurance program includes coverage for natural catastrophes and some coverage for terrorism
events. It consists of a large North American occurrence cover (without reinstatement) to protect against a large U.S. loss, and
a worldwide aggregate cover to protect against multiple, potentially smaller, losses. The attachment point for this reinsurance
program is at $3 billion.
Actual results in any period are likely to vary, perhaps materially, from the modeled scenarios. The occurrence of one or more
severe events could have a material adverse effect on our financial condition, results of operations and liquidity. See also Item
1A. Risk Factors — Reserves and Exposures for additional information.

Terrorism Risk
We actively monitor terrorism risk and manage exposures to losses from terrorist attacks. We have set risk limits based on
modeled losses from certain terrorism attack scenarios. Terrorism risks are modeled using a third-party vendor model and
various terrorism attack modes and scenarios. Adjustments are made to account for vendor model gaps and the nature of the
Non-Life Insurance Companies exposures. Examples of modeled scenarios are conventional bombs of different sizes, anthrax
attacks and nuclear attacks.
Our largest terrorism exposures are in New York City, and estimated losses are largely driven by the Property and Workers’
Compensation lines of business. At our largest exposure location, modeled losses for a five-ton bomb attack net of the
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Terrorism Risk Insurance Act (TRIA) and reinsurance recoveries are estimated to be $3.1 billion as of September 30, 2014. We
also have smaller terrorism exposure in Canadian cities and in London.
Our exposure to terrorism risk is mitigated by TRIA in addition to limited private reinsurance protections. TRIA covers terrorist
attacks within the United States or U.S. missions and against certain U.S. carriers or vessels and excludes certain lines of
business as specified by applicable law. In 2015, TRIA covers 85 percent of insured losses above a deductible, decreasing by
one percent each year to 80 percent in 2020. The current estimate of our deductible is about $2.7 billion for 2014.
We offer terrorism coverage in many other countries through various insurance products and participate in country terrorism
pools when applicable. International terrorism exposure is estimated using scenario-based modeling and exposure
concentration is monitored routinely. Targeted reinsurance purchases are made for some lines of business to cover potential
losses due to terrorist attacks.

Mortgage Risk
For Mortgage Guaranty, the potential exposure to loss is due to borrower default on a first-lien residential mortgage; the
primary drivers of this risk are changes in mortgage underwriting standards, home price depreciation, changes in the
unemployment rate, changes in mortgage rates, and mortgagee behavior.
Mortgage Guaranty manages the quality of the loans it insures through use of a proprietary risk quality index. Mortgage
Guaranty uses this index to determine an insurability threshold as well as to manage the risk distribution of its new business.
Along with traditional mortgage underwriting variables, Mortgage Guaranty’s risk-based pricing model uses rating factors such
as geography and the historical quality of a lender’s origination process to establish premium rates.

Reinsurance Recoverable
AIG’s reinsurance recoverable assets are comprised of:
• Paid losses recoverable – balances due from reinsurers for losses and loss adjustment expenses paid by our subsidiaries
and billed, but not yet collected.
• Ceded loss reserves – ultimate ceded reserves for losses and loss adjustment expenses, including reserves for claims
reported but not yet paid and estimates for IBNR.
• Ceded reserves for unearned premiums.
At December 31, 2014, total reinsurance recoverable assets were $22.0 billion. These assets include general reinsurance paid
losses recoverable of $1.5 billion, ceded loss reserves of $15.7 billion including reserves for IBNR, and ceded reserves for
unearned premiums of $3.0 billion, as well as life reinsurance recoverables of $1.8 billion. The methods used to estimate IBNR
and to establish the resulting ultimate losses involve projecting the frequency and severity of losses over multiple years. These
methods are continually reviewed and updated by management. Any adjustments are reflected in income. We believe that the
amount recorded for ceded loss reserves at December 31, 2014 reflects a reasonable estimate of the ultimate losses
recoverable. Actual losses may, however, differ, perhaps materially, from the reserves currently ceded.
The Reinsurance Credit Department (RCD) conducts periodic detailed assessments of the financial strength and condition of
current and potential reinsurers, both foreign and domestic. The RCD monitors both the financial condition of reinsurers as well
as the total reinsurance recoverable ceded to reinsurers, and set limits with regard to the amount and type or exposure we are
willing to take with reinsurers. As part of these assessments, we attempt to identify whether a reinsurer is appropriately
licensed, assess its financial capacity and liquidity; and evaluate the local economic and financial environment in which a
foreign reinsurer operates. The RCD reviews the nature of the risks ceded and the need for measures, including collateral to
mitigate credit risk. For example, in our treaty reinsurance contracts, we frequently include provisions that require a reinsurer to
post collateral or use other measures to reduce exposure when a referenced event occurs. Furthermore, we limit our
unsecured exposure to reinsurers through the use of credit triggers such as insurer financial strength rating downgrades,
declines in regulatory capital, or specified declines in risk-based capital (RBC) ratios. We also set maximum limits for
reinsurance recoverable exposure, which in some cases is the recoverable amount plus an estimate of the maximum potential
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exposure from unexpected events for a reinsurer. In addition, credit executives within ERM review reinsurer exposures and
credit limits and approve reinsurer credit limits above specified levels. Finally, even where we conclude that uncollateralized
credit risk is acceptable, we require collateral from active reinsurance counterparties where it is necessary for our subsidiaries
to recognize the reinsurance recoverable assets for statutory accounting purposes. At December 31, 2014, we held $7.4 billion
of collateral, in the form of funds withheld, securities in reinsurance trust accounts and/or irrevocable letters of credit, in support
of reinsurance recoverable assets from unaffiliated reinsurers. We believe that no exposure to a single reinsurer represents an
inappropriate concentration of risk to AIG, nor is our business substantially dependent upon any single reinsurance contract.
The following table presents information for each reinsurer representing in excess of five percent of our total
reinsurance recoverable assets:
At December 31, 2014
(in millions)

Reinsurer:
Swiss Reinsurance Group of Companies
Berkshire Hathaway Group of Companies
Munich Reinsurance Group of Companies

A.M.
Gross
S&P
Best Reinsurance
Rating(a) Rating(a)
Assets
AAAA+
AA-

A+ $
A++ $
A+ $

2,366
1,920
1,867

Percent of
Reinsurance
Assets(b)

(d)

10.8 %
8.7 %
8.5 %

Collateral
Held(c)
$
$
$

742
1,547
612

Uncollateralized
Reinsurance
Assets
$
$
$

1,624
373
1,255

(a) The financial strength ratings reflect the ratings of the various reinsurance subsidiaries of the companies listed as of February 10, 2015.
(b) Total reinsurance assets include both the Non-Life Insurance Companies and the Life Insurance Companies reinsurance recoverable.
(c) Excludes collateral held in excess of applicable balances.
(d) Includes $1.5 billion recoverable under the 2011 retroactive reinsurance transaction pursuant to which a large portion of the Non-Life Insurance Companies
net domestic asbestos liabilities were transferred to NICO. Does not include reinsurance assets ceded to other reinsurers for which NICO has assumed the
collection risk. See Liability for Unpaid Losses and Loss Adjustment Expenses — Transfer of Domestic Asbestos Liabilities.

At December 31, 2014, we had no significant general reinsurance recoverable due from any individual reinsurer that was
financially troubled. Reinsurer capital levels continued to increase in 2014, thereby increasing the industry’s underwriting
capacity. This increased capacity has resulted in increased competition and lower rates for 2015 renewals. Reduced
profitability associated with lower rates could potentially result in reduced capacity or rating downgrades for some reinsurers.
The RCD, in conjunction with the credit executives within ERM, reviews these developments, monitors compliance with credit
triggers that may require the reinsurer to post collateral, and seeks to use other appropriate means to mitigate any material
risks arising from these developments.
See Item 7. MD&A – Critical Accounting Estimates – Reinsurance Assets for further discussion of reinsurance recoverable.

Life Insurance Companies Key Insurance Risks
Life Insurance Companies manage these risks through product design, experience monitoring, pricing actions, risk limitations,
reinsurance and active monitoring and management of the relationships between assets and liabilities, including hedging. The
emergence of significant adverse experience would require an adjustment to DAC and benefit reserves, which could have a
material adverse effect on our consolidated results of operations for a particular period. For a further discussion of this risk, see
Item 1A. Risk Factors — Business and Operations.
For Life Insurance Companies, insurance risks primarily include the following:
• Mortality risk – represents the risk of loss arising from actual mortality rates being higher than expected mortality rates.
This risk could arise from pandemics or other events, including longer-term societal changes that cause higher than
expected mortality. This risk exists in a number of our product lines but is most significant for our life insurance products.
• Longevity risk – represents the risk of a change in value of a policy or benefit arising from actual mortality rates being
lower than the expected mortality rates. This risk could arise from longer-term societal health changes as well as other
factors. This risk exists in a number of our product lines but is most significant for our retirement, institutional and annuity
products.
• Client behavioral risk including surrender/lapse risk – there are many assumptions made when products are sold
including how long the contracts will persist. Actual experience can vary significantly from these assumptions. This risk is
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impacted by a number of factors including changes in market conditions, tax law, regulations and policyholder preferences.
This risk exists in the majority of our product lines.
• Interest rate risk - represents the potential for loss due to a change in interest rates. Interest rate risk is measured with
respect to assets, liabilities (both insurance-related and financial), and derivatives. This risk manifests itself when interest
rates move significantly in a short period of time (interest rate shock) but can also manifest itself over a longer period of time
such as a persistent low interest rate environment.
• Equity risk – represents the potential for loss due to changes in equity prices. It affects equity-linked insurance products,
including but not limited to index annuities, variable annuities (and associated guaranteed living and death benefits),
universal life insurance, and variable universal life insurance. It also affects our equity investments and equity-related
investments. In addition, changes in the volatility of equity prices can affect the valuation of those insurance products that
are accounted for in a manner similar to equity derivatives.

Other Operations Risks

Global Capital Markets
GCM actively manages its exposures to limit potential economic losses, and in doing so, GCM must continually manage a
variety of exposures including credit, market, liquidity and operational risks. The senior management of AIG defines the
policies and establishes general operating parameters for GCM’s operations. Our senior management has established various
oversight committees to regularly monitor various financial market, operational and credit risks related to GCM’s operations.
The senior management of GCM reports the results of its operations to and reviews future strategies with AIG’s senior
management.

GCM Derivative Transactions
A counterparty may default on any obligation to us, including a derivative contract. Credit risk is a consequence of extending
credit and/or carrying trading and investment positions. Credit risk exists for a derivative contract when that contract has a
positive fair value to AIG. The maximum potential exposure will increase or decrease during the life of the derivative
commitments as a function of maturity and market conditions. To help manage this risk, GCM operates within the guidelines
set by the credit function within ERM. Transactions that fall outside these pre-established guidelines require the specific
approval of ERM. It is also AIG’s policy to record credit valuation adjustments for potential counterparty default when
necessary.
In addition, GCM utilizes various credit enhancements, including letters of credit, guarantees, collateral, credit triggers, credit
derivatives, margin agreements and subordination to reduce the credit risk relating to its outstanding financial derivative
transactions. GCM requires credit enhancements in connection with specific transactions based on, among other things, the
creditworthiness of the counterparties, and transaction size and maturity. Furthermore, GCM enters into certain agreements
that have the benefit of set-off and close-out netting provisions, such as ISDA Master Agreements, repurchase agreements
and securities lending agreements. These provisions provide that, in the case of an early termination of a transaction, GCM
can set off its receivables from a counterparty against its payables to the same counterparty arising out of all covered
transactions. As a result, where a legally enforceable netting agreement exists, the fair value of the transaction with the
counterparty represents the net sum of estimated fair values.
The fair value of GCM’s interest rate, currency, credit, commodity and equity swaps, options, swaptions, and forward
commitments, futures, and forward contracts reported in Derivative assets, at fair value, was approximately $1.4 billion at both
December 31, 2014 and 2013. Where applicable, these amounts have been determined in accordance with the respective
master netting agreements.
GCM evaluates counterparty credit quality by internal analysis consistent with the risk rating policies of ERM, and supplements
such analysis with ratings from rating agencies, where applicable. In addition, GCM’s credit approval process involves preapproved counterparty credit exposure limits that are established by ERM.
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The following table presents the fair value of GCM’s derivatives portfolios by internal counterparty credit rating:
At December 31,
2014

(in millions)

Rating:
AAA
AA
A
BBB
Below investment grade
Total

$

$

56
130
215
962
68
1,431

2013
$

$

129
156
291
687
114
1,377

See Note 11 to the Consolidated Financial Statements for additional discussion related to derivative transactions.

AIG Parent and Other
The major risk for investments in life settlements is longevity risk, which represents the risk of a change in the carrying value of
the contracts arising from actual mortality rates being lower than the expected mortality rates. This risk could arise from longer
term societal health changes as well as other factors.

Critical Accounting Estimates
The preparation of financial statements in accordance with U.S. GAAP requires the application of accounting policies that often
involve a significant degree of judgment.

The accounting policies that we believe are most dependent on the application of estimates and
assumptions, which are critical accounting estimates, are related to the determination of:
• classification of ILFC as held for sale and related fair value measurement;
• income tax assets and liabilities, including recoverability of our net deferred tax asset and the predictability of future tax
operating profitability of the character necessary to realize the net deferred tax asset;
• liability for unpaid losses and loss adjustment expenses;
• reinsurance assets;
• valuation of future policy benefit liabilities and timing and extent of loss recognition;
• valuation of liabilities for guaranteed benefit features of variable annuity products;
• estimated gross profits to value deferred acquisition costs for investment-oriented products;
• impairment charges, including other-than-temporary impairments on available for sale securities, impairments on
investments in life settlements and goodwill impairment;
• liability for legal contingencies; and
• fair value measurements of certain financial assets and liabilities.

These accounting estimates require the use of assumptions about matters, some of which are highly uncertain at the time of
estimation. To the extent actual experience differs from the assumptions used, our consolidated financial condition, results of
operations and cash flows could be materially affected.
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The major assumptions used to establish each critical accounting estimate are discussed below.

Classification of ILFC as Held for Sale and Related Fair Value Measurement
We report a business as held for sale when management has approved or received approval to sell the business and is
committed to a formal plan, the business is available for immediate sale, the business is being actively marketed, the sale is
anticipated to occur during the next 12 months, which may require significant judgment, and certain other specified criteria are
met. A business classified as held for sale is recorded at the lower of its carrying amount or estimated fair value less cost to
sell. If the carrying amount of the business exceeds its estimated fair value, a loss is recognized.
On December 16, 2013, AIG Parent and Seller entered into a definitive agreement with AerCap Holdings N.V. (AerCap) and
AerCap Ireland Limited for the sale of 100 percent of the common stock of ILFC (the AerCap Agreement) for consideration
consisting of $3.0 billion of cash and approximately 97.6 million newly issued AerCap common shares. The consideration had
a value of approximately $5.4 billion based on AerCap’s pre-announcement closing price per share of $24.93 on December
13, 2013. Upon closing of the transaction on May 14, 2014, we recorded the 97.6 million AerCap shares received at their then
fair value of $47.01 and, together with the next cash received, recorded pre-tax and after-tax gains of approximately $2.2
billion and $1.4 billion, respectively for the year ended December 31, 2014. We determined ILFC met the criteria for held-forsale accounting at December 31, 2013. Because we received approximately 46 percent of the common stock of AerCap upon
closing of the transaction and we continued to hold such percentage at December 31, 2014, ILFC does not qualify for
discontinued operations presentation in the Consolidated Statements of Income. Consequently, ILFC’s operating results are
presented in continuing operations for all periods presented.

Income Taxes

Recoverability of Net Deferred Tax Asset
The evaluation of the recoverability of our net deferred tax asset and the need for a valuation allowance requires us to weigh
all positive and negative evidence to reach a conclusion that it is more likely than not that all or some portion of the net
deferred tax asset will not be realized. The weight given to the evidence is commensurate with the extent to which it can be
objectively verified. The more negative evidence that exists, the more positive evidence is necessary and the more difficult it is
to support a conclusion that a valuation allowance is not needed.
We consider a number of factors to reliably estimate future taxable income, so we can determine the extent of our ability to
realize net operating losses (NOLs), foreign tax credits (FTCs), capital loss and other carryforwards. These factors include
forecasts of future income for each of our businesses and actual and planned business and operational changes, both of
which include assumptions about future macroeconomic and AIG-specific conditions and events. We subject the forecasts to
stresses of key assumptions and evaluate the effect on tax attribute utilization. We also apply stresses to our assumptions
about the effectiveness of relevant prudent and feasible tax planning strategies. Our income forecasts, coupled with our tax
planning strategies, all resulted in sufficient taxable income to achieve realization of the U.S. tax attributes prior to their
expiration.
See Note 24 to the Consolidated Financial Statements for a discussion of our framework for assessing the recoverability of our
deferred tax asset.

Uncertain Tax Positions
Our accounting for income taxes, including uncertain tax positions, represents management’s best estimate of various events
and transactions, and requires judgment. FASB Interpretation No. 48, “Accounting for Uncertainty in Income Taxes” (FIN 48)
(now incorporated into Accounting Standards Codification, 740, Income Taxes) prescribes a recognition threshold and
measurement attribute for the financial statement recognition and measurement of an income tax position taken or expected to
be taken in a tax return. The standard also provides guidance on derecognition, classification, interest and penalties and
additional disclosures. We determine whether it is more likely than not that a tax position will be sustained, based on technical
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merits, upon examination by the relevant taxing authorities before any part of the benefit can be recognized in the financial
statements. A tax position is measured at the largest amount of benefit that is greater than 50% likely of being realized upon
settlement.
We classify interest expense and penalties recognized on income taxes as a component of income taxes.

U.S. Income Taxes on Earnings of Certain Foreign Subsidiaries
The U.S. federal income tax laws applicable to determining the amount of income taxes related to differences between the
book carrying amounts and tax bases of subsidiaries are complex. Determining the amount also requires significant judgment
and reliance on reasonable assumptions and estimates.

Insurance Liabilities

Liability for Unpaid Losses and Loss Adjustment Expenses (Non-Life Insurance Companies)
The estimate of the Liability for unpaid losses and loss adjustment expenses consists of several key judgments:
• the determination of the actuarial models used as the basis for these estimates;
• the relative weights given to these models by class;
• the underlying assumptions used in these models; and
• the determination of the appropriate groupings of similar classes and, in some cases, the segmentation of dissimilar claims
within a class.
We use numerous assumptions in determining the best estimate of reserves for each class of business. The importance of any
specific assumption can vary by both class of business and accident year. Because actual experience can differ from key
assumptions used in establishing reserves, there is potential for significant variation in the development of loss reserves. This
is particularly true for long-tail casualty classes of business such as excess casualty, asbestos, D&O, and primary or excess
workers’ compensation.
All of our methods to calculate net reserves include assumptions about estimated reinsurance recoveries and their
collectability. Reinsurance collectability is evaluated independently of the reserving process and appropriate allowances for
uncollectible reinsurance are established.
In some of our estimation processes we rely on the claims department estimates of our case reserves as an input to our best
estimate of the ultimate loss cost.
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Overview of Loss Reserving Process and Methods
The Non-Life Insurance Companies’ loss reserves can generally be categorized into two distinct groups. Short-tail classes of
business consist principally of property, Personal Insurance and certain casualty classes. Long-tail casualty classes of
business include excess and umbrella liability, D&O, professional liability, medical malpractice, workers’ compensation, general
liability, products liability and related classes.

Short-Tail Reserves
For operations writing short-tail coverages, such as property, the process for recording non-catastrophe quarterly loss
reserves is generally geared toward maintaining incurred but not reported reserves based on percentages of net earned
premiums for that business, rather than determining an ultimate loss ratio for current business based on reported losses. For
example, the IBNR reserve required for the latest accident quarter for a class of property business might be expected to
approximate 20 percent of the most recent quarter’s earned premiums. This level of reserve would generally be maintained
regardless of the actual losses emerging in the current quarter. The percent of premium factor would reflect both the expected
ultimate cost for reported claims and the expected percentage of losses that have not yet been reported. The expected
ultimate loss costs generally reflect the average loss ratio from a period of preceding years that have been adjusted for
changes in rate and loss cost levels, mix of business, known exposure to unreported losses, or other factors affecting the
particular class of business. The expected percentage of losses that have not yet been reported would be derived from
historical loss emergence patterns. IBNR for claims arising from catastrophic events or events of unusual severity would be
determined using alternative techniques in close collaboration with the claims department. For some classes, a loss
development factor method or percentage of monthly losses method may be used to determine IBNR reserves.

Long-Tail Reserves
Estimation of ultimate net losses and loss adjustment expenses (net losses) for
long-tail casualty classes of business is a complex process and depends on a
number of factors, including the class and volume of business, as well as estimates of
the reinsurance recoverable. Experience in the more recent accident years shows
limited statistical credibility in reported net losses on long-tail casualty classes of
business. That is because a relatively low proportion of net incurred losses represent
reported claims and expenses, and an even smaller percentage represents net losses
paid. Therefore, IBNR constitutes a relatively high proportion of net losses.

To estimate net losses for
long-tail casualty classes
of business, we
use a variety of actuarial
methods and assumptions.

To estimate net losses for long-tail casualty classes of business, we use a variety of actuarial methods and assumptions
and other analytical techniques as described below. A detailed reserve review is generally performed at least once per year to
allow for comprehensive actuarial evaluation and collaboration with claims, underwriting, business unit management, risk
management and senior management.
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We generally make a number of actuarial assumptions in the review of reserves for each class of business.

For longer-tail classes of business, we generally make actuarial assumptions with respect to the
following:
• Loss cost trend factors which are used to establish expected loss ratios for subsequent accident years based on the
projected loss ratios for prior accident years.
• Expected loss ratios for the latest accident year (i.e., accident year 2014 for the year-end 2014 loss reserve
analysis) and, in some cases for accident years prior to the latest accident year. The expected loss ratio generally
reflects the projected loss ratio from prior accident years, adjusted for the loss trend and the effect of rate changes and
other quantifiable factors on the loss ratio. For low-frequency, high-severity classes such as excess casualty, expected
loss ratios generally are used for at least the three most recent accident years.
• Loss development factors which are used to project the reported losses for each accident year to an ultimate basis.
Generally, the actual loss development factors observed from prior accident years would be used as a basis to
determine the loss development factors for the subsequent accident years.

We record quarterly changes in loss reserves for each of the Non-Life Insurance Companies classes of business. The
overall change in our loss reserves is based on the sum of the changes for all classes of business. For most long-tail classes
of business, the quarterly loss reserve changes are based on the estimated current loss ratio for each class of coverage less
any amounts paid. Also, any change in estimated ultimate losses from prior accident years deemed to be necessary based on
the results of our latest reserve studies or large loss analysis, either positive or negative, is reflected in the loss reserve for the
current quarter.

Details of the Loss Reserving Process
The process of determining the current loss ratio for each class of business is based on a variety of factors. These
include considerations such as: prior accident year and policy year loss ratios; rate changes; and changes in coverage,
reinsurance, or mix of business. Other considerations include actual and anticipated changes in external factors such as
trends in loss costs, real gross domestic product (GDP) growth, inflation, employment rates or unemployment duration, stock
market volatility, corporate bond spreads, or in the legal and claims environment. The current loss ratio for each class of
business is intended to represent our best estimate of the current loss ratio after reflecting all of the relevant factors. At the
close of each quarter, the assumptions underlying the loss ratios are reviewed to determine if the loss ratios remain
appropriate. This process includes a review of the actual claims experience in the quarter, actual rate changes achieved,
actual changes in coverage, reinsurance or mix of business, and changes in other factors that may affect the loss ratio. When
this review suggests that the initially determined loss ratio is no longer appropriate, the loss ratio for current business is
changed to reflect the revised assumptions.
We conduct a comprehensive loss reserve review at least annually for each of the Non-Life Insurance Company and
class of business. The reserve analysis for each class of business is performed by the actuarial personnel who are most
familiar with that class of business. In this process, the actuaries are required to make numerous assumptions, including the
selection of loss development factors and loss cost trend factors. They are also required to determine and select the most
appropriate actuarial methods for each business class. Additionally, they must determine the segmentation of data that will
enable the most suitable test of reserve adequacy. In the course of these detailed reserve reviews an actuarial central estimate
of the loss reserve is determined. The sum of these central estimates for each class of business provides an overall actuarial
central estimate of the loss reserve for that class.
We continue to consult with third party environmental litigation and engineering specialists, third party toxic tort claims
professionals, third party clinical and public health specialists, third party workers’ compensation claims adjusters and third
party actuarial advisors to help inform our judgments. In 2014, the third party actuarial reviews covered the majority of net
reserves held for our Commercial long-tail classes of business, and run-off portfolios reported in Corporate and Other.
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In determining the actual carried reserves, we consider both the internal actuarial best estimate and
numerous other internal and external factors, including:
• an assessment of economic conditions including real GDP growth, inflation, employment rates or unemployment
duration, stock market volatility and changes in corporate bond spreads;
• changes in the legal, regulatory, judicial and social environment including changes in road safety, public health and
cleanup standards;
• changes in medical cost trends (inflation, intensity and utilization of medical services) and wage inflation trends
• underlying policy pricing, terms and conditions including attachment points and policy limits;
• claims handling processes and enhancements;
• third-party claims reviews that are periodically performed for key classes of claims such as toxic tort, environmental
and other complex casualty claims and
• third-party actuarial reviews that are periodically performed for key classes of business.

Loss reserve development can also be affected by commutations of assumed and ceded reinsurance agreements.
Actuarial and Other Methods for Major Classes of Business
In testing the reserves for each class of business, our actuaries determine the most appropriate actuarial methods. This
determination is based on a variety of factors including the nature of the claims associated with the class of business, such as
the frequency or severity of the claims. Other considerations include the loss development characteristics associated with the
claims, the volume of claim data available for the applicable class, and the applicability of various actuarial methods to the
class. In addition to determining the actuarial methods, the actuaries determine the appropriate loss reserve groupings of data.
For example, we write many unique subclasses of professional liability. For pricing or other purposes, it is appropriate to
evaluate the profitability of each subclass individually. However, for purposes of estimating the loss reserves for many classes
of business, we believe it is appropriate to combine the subclasses into larger groups to produce a greater degree of credibility
in the claims experience. This determination of data segmentation and actuarial methods is carefully considered for each class
of business. The segmentation and actuarial methods chosen are those which together are expected to produce the most
robust estimate of the loss reserves.
The actuarial methods we use for most long-tail casualty classes of business include loss development methods,
expected loss ratio methods, including “Bornhuetter Ferguson” methods described below, and frequency/severity
models. Loss development methods utilize the actual loss development patterns from prior accident years to project the
reported losses to an ultimate basis for subsequent accident years. Loss development methods generally are most appropriate
for classes of business which exhibit a stable pattern of loss development from one accident year to the next, and for which the
components of the classes have similar development characteristics. For example, property exposures would generally not be
combined into the same class as casualty exposures, and primary casualty exposures would generally not be combined into
the same class as excess casualty exposures. In 2014, we continued to refine our loss reserving techniques for the domestic
primary casualty classes of business and adopted further segmentations based on our analysis of the differing emerging loss
patterns for certain classes of insureds. We generally use expected loss ratio methods in cases where the reported loss data
lacks sufficient credibility to utilize loss development methods, such as for new classes of business or for long-tail classes at
early stages of loss development. Frequency/severity models may be used where sufficient frequency counts are available to
apply such approaches.
Expected loss ratio methods rely on the application of an expected loss ratio to the earned premium for the class of
business to determine the loss reserves. For example, an expected loss ratio of 70 percent applied to an earned premium
base of $10 million for a class of business would generate an ultimate loss estimate of $7 million. Subtracting any reported
paid losses and loss adjustment expenses would result in the indicated loss reserve for this class. Under the “Bornhuetter
Ferguson” methods, the expected loss ratio is applied only to the expected unreported portion of the losses. For example, for a
long-tail class of business for which only 10 percent of the losses are expected to be reported at the end of the accident year,
the expected loss ratio would be applied to the 90 percent of the losses still unreported. The actual reported losses at the end
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of the accident year would be added to determine the total ultimate loss estimate for the accident year. Subtracting the
reported paid losses and loss adjustment expenses would result in the indicated loss reserve. In the example above, the
expected loss ratio of 70 percent would be multiplied by 90 percent. The result of 63 percent would be applied to the earned
premium of $10 million resulting in an estimated unreported loss of $6.3 million. Actual reported losses would be added to
arrive at the total ultimate losses. If the reported losses were $1 million, the ultimate loss estimate under the “Bornhuetter
Ferguson” method would be $7.3 million versus the $7 million amount under the expected loss ratio method described above.
Thus, the “Bornhuetter Ferguson” method gives partial credibility to the actual loss experience to date for the class of
business. Loss development methods generally give full credibility to the reported loss experience to date. In the example
above, loss development methods would typically indicate an ultimate loss estimate of $10 million, as the reported losses of
$1 million would be estimated to reflect only 10 percent of the ultimate losses.
A key advantage of loss development methods is that they respond quickly to any actual changes in loss costs for the class of
business. Therefore, if loss experience is unexpectedly deteriorating or improving, the loss development method gives full
credibility to the changing experience. Expected loss ratio methods would be slower to respond to the change, as they would
continue to give more weight to the expected loss ratio, until enough evidence emerged to modify the expected loss ratio to
reflect the changing loss experience. On the other hand, loss development methods have the disadvantage of overreacting to
changes in reported losses if the loss experience is not credible. For example, the presence or absence of large losses at the
early stages of loss development could cause the loss development method to overreact to the favorable or unfavorable
experience by assuming it will continue at later stages of development. In these instances, expected loss ratio methods such
as “Bornhuetter Ferguson” have the advantage of recognizing large losses without extrapolating unusual large loss activity
onto the unreported portion of the losses for the accident year.
Frequency/severity methods generally rely on the determination of an ultimate number of claims and an average
severity for each claim for each accident year. Multiplying the estimated ultimate number of claims for each accident year
by the expected average severity of each claim produces the estimated ultimate loss for the accident year. Frequency/severity
methods generally require a sufficient volume of claims in order for the average severity to be predictable. Average severity for
subsequent accident years is generally determined by applying an estimated annual loss cost trend to the estimated average
claim severity from prior accident years. In certain cases, a structural approach may also be used to predict the ultimate loss
cost. Frequency/severity methods have the advantage that ultimate claim counts can generally be estimated more quickly and
accurately than can ultimate losses. Thus, if the average claim severity can be accurately estimated, these methods can more
quickly respond to changes in loss experience than other methods. However, for average severity to be predictable, the class
of business must consist of homogeneous types of claims for which loss severity trends from one year to the next are
reasonably consistent. Generally these methods work best for high frequency, low severity classes of business such as
personal auto.
Structural drivers analytics seek to explain the underlying drivers of frequency/severity. A structural drivers analysis of
frequency/severity is particularly useful for understanding the key drivers of uncertainty in the ultimate loss cost. For example,
for the excess workers’ compensation class of business, we have attempted to corroborate our judgment by considering the
impact on severity of the future propensity for deterioration of an injured worker’s medical condition, the impact of price
inflation on the various categories of medical expense and cost of living adjustments on indemnity benefits, the impact of
injured worker mortality and claim specific settlement and loss mitigation strategies, etc., using the following:
• Claim by claim reviews to determine the stability and likelihood of settling an injured worker’s indemnity and medical
benefits – the claim file review was facilitated by third party specialists experienced in workers’ compensation claims;
• Analysis of the potential for future deterioration in medical condition unlikely to be picked up by a claim file review and
associated with potentially costly medical procedures (i.e., increases in both utilization and intensity of medical care) over
the course of the injured worker’s lifetime;
•

Analysis of the cost of medical price inflation for each category of medical spend (services and devices) and for cost of
living adjustments in line with statutory requirements;

• Portfolio specific mortality level and mortality improvement assumptions based on a mortality study conducted for AIG’s
primary and excess workers’ compensation portfolios and AIG’s opinion of future longevity trends for the open reported
cases;
• Ground-up consideration of the reinsurance recoveries expected for the class of business for reported claims with
extrapolation for unreported claims; and
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• The effects of various run-off claims management strategies that have been developed by AIG’s run-off unit.
During 2014, we continued to expand our analysis of structural drivers as a means of corroborating our judgments using
traditional actuarial techniques. For example, we considered the impact of changes in economic activity (real GDP growth) on
our emerging experience in the Commercial Auto Liability class of business, particularly business written in excess of a large
insured deductible where ground up experience may take several years to pierce our layer. Further, we considered the impact
of expected levels of future inflation as measured by the Personal Consumption Expenditure (PCE) Deflator (Health Services
Component) published by the U.S. Bureau of Economic Analysis on our ultimate loss costs for medical benefits in the primary
workers’ compensation class of business. We believe the PCE Deflator provides a more appropriate measure of workers’
compensation medical inflation as it includes medical expenditures made by employers on behalf of their employees. We also
tested the sensitivity of our estimates to changes in the future path and level of inflation for this class of business.
Overall, our loss reserve reviews for long-tail classes typically utilize a combination of both loss development and
expected loss ratio methods, supplemented by structural drivers analysis of frequency/severity where available. Loss
development methods are generally given more weight for accident years and classes of business where the loss experience
is highly credible. Expected loss ratio methods are given more weight where the reported loss experience is less credible, or is
driven more by large losses. Expected loss ratio methods require sufficient information to determine the appropriate expected
loss ratio. This information generally includes the actual loss ratios for prior accident years, and rate changes as well as
underwriting or other changes which would affect the loss ratio. Further, an estimate of the loss cost trend or loss ratio trend is
required to allow for the effect of inflation and other factors which may increase or otherwise change the loss costs from one
accident year to the next.
The estimation of loss reserves relating to asbestos and environmental claims on insurance policies written many
years ago is subject to greater uncertainty than other types of claims. This is due to inconsistent court decisions, as well
as judicial interpretations and legislative actions that in some cases have tended to broaden coverage beyond the original
intent of such policies or have expanded theories of liability. In addition, reinsurance recoverable balances relating to asbestos
and environmental loss reserves are subject to greater uncertainty due to the underlying age of the claim, underlying legal
issues surrounding the nature of the coverage, and determination of proper policy period. For these reasons, these balances
tend to be subject to increased levels of disputes and legal collection activity when actually billed. The insurance industry as a
whole is engaged in extensive litigation over these coverage and liability issues and is thus confronted with a continuing
uncertainty in its efforts to quantify these exposures.
We continue to receive claims asserting injuries and damages from toxic waste, hazardous substances, and other
environmental pollutants and alleged claims to cover the cleanup costs of hazardous waste dump sites, referred to collectively
as environmental claims, and indemnity claims asserting injuries from asbestos. The vast majority of these asbestos and
environmental claims emanate from policies written in 1984 and prior years. Commencing in 1985, standard policies contained
absolute exclusions for pollution-related damage and asbestos. The current Non-Life Insurance Companies Environmental
policies that we specifically price and underwrite for environmental risks on a claims-made basis have been excluded from the
analysis.
The majority of our exposures for asbestos and environmental claims are excess casualty coverages, not primary coverages.
The litigation costs are treated in the same manner as indemnity amounts, with litigation expenses included within the limits of
the liability we incur. Individual significant claim liabilities, where future litigation costs are reasonably determinable, are
established on a case-by-case basis.
Reserve Estimation for Asbestos and Environmental Claims
Estimation of asbestos and environmental claims loss reserves is a subjective process. Reserves for asbestos and
environmental claims cannot be estimated using conventional reserving techniques such as those that rely on historical
accident year loss development factors. The methods used to determine asbestos and environmental loss estimates and to
establish the resulting reserves are continually reviewed and updated by management.
Various factors contribute to the complexity and difficulty in determining the future development of claims. Significant factors
that influence the claims estimation process include court resolutions and judicial interpretations which broaden the intent of
the policies and scope of coverage. The current case law can be characterized as still evolving, and there is little likelihood that
any firm direction will develop in the near future. Additionally, the exposures for cleanup costs of hazardous waste dump sites
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involve issues such as allocation of responsibility among potentially responsible parties and the government’s refusal to
release parties from liability. Future claims development also will be affected by the changes in Superfund and waste dump site
coverage and liability issues.
If the asbestos and environmental reserves develop deficiently, resulting deficiencies could have an adverse effect on our
future results of operations for an individual reporting period.
With respect to known environmental claims, we established over two decades ago a specialized environmental claims unit,
which investigates and adjusts all such environmental claims. This unit evaluates environmental claims utilizing a claim-byclaim approach that involves a detailed review of individual policy terms and exposures. Because each policyholder presents
different liability and coverage issues, we generally evaluate exposure on a policy-by-policy basis, considering a variety of
factors such as known facts, current law, jurisdiction, policy language and other factors that are unique to each policy.
Quantitative techniques must be supplemented by subjective considerations, including management judgment. Each claim is
reviewed at least semi-annually utilizing the aforementioned approach and adjusted as necessary to reflect the current
information.
The environmental claims unit also actively manages and pursues early resolution with respect to these claims in an attempt to
mitigate its exposure to the unpredictable development of these claims. We attempt to mitigate our known long-tail
environmental exposures through a combination of proactive claim-resolution techniques, including policy buybacks, complete
environmental releases, compromise settlements, and, when appropriate, litigation.
Known asbestos claims are managed in a similar manner. Over two decades ago we established a specialized toxic tort claims
unit, which historically investigated and adjusted all such asbestos claims. As part of the above mentioned NICO transaction,
effective January 1, 2011, NICO assumed responsibility for claims handling related to the majority of AIG’s domestic asbestos
liabilities.

184

I T E M 7 / C R I T I C AL AC C O U N TI N G E S TI M ATE S

The following is a discussion of actuarial methods applied by major class of business:
Class of Business or Category and Actuarial Method

Application of Actuarial Method

Excess Casualty
Expected loss ratio methods are generally used for at
least the three latest accident years, due to the relatively
low credibility of the reported losses. The loss
experience is generally reviewed separately for lead
umbrella classes and for other excess classes, due to
the relatively shorter tail for lead umbrella business.
Automobile-related claims are generally reviewed
separately from non-auto claims, due to the shorter-tail
nature of the automobile-related claims. Claims relating
to certain latent exposures such as construction defects,
exhaustion of underlying product aggregate limits, or
mass torts are reviewed separately due to the unique
emergence patterns of losses relating to these claims.
The expected loss ratios used for recent accident years
are based on the projected ultimate loss ratios of prior
years, adjusted for rate changes, estimated loss cost
trends and all other changes that can be quantified.

We generally use a combination of loss development
methods and expected loss ratio methods for excess
casualty classes.
Frequency/severity methods are generally not used in
isolation to determine ultimate loss costs as the vast
majority of reported claims do not result in claim
payment. (However, frequency/severity methods assist
in the regular monitoring of the adequacy of carried
reserves to support incurred but not reported claims). In
addition, the average severity varies significantly from
accident year to accident year due to large losses which
characterize this class of business, as well as changing
proportions of claims which do not result in a claim
payment. To gain more stability in the projection, the
claims amenable to loss development methods are
analyzed in multiple layers: the layer capped at
$1 million, $4 million excess of $1 million, $5 million
excess of $5 million, $15 million excess of $10 million,
and the layer above $25 million. The expected loss
ratios for the layers above $1 million are derived from
the expected relationship between the layers, reflecting
the attachment point and limit by accident year.

During 2014, we estimated the loss development
patterns for mass tort claims separately from non-mass
tort claims based on our experience over the last 30
years. This segmentation led to lower estimates for
accident years 2005 and subsequent for non-mass tort
claims where we expect underwriting actions and
reductions in policy limits to have a favorable effect on
ultimate losses, particularly for accident years 2007 to
2013. This was entirely offset by higher selected
ultimates for accident years 2004 and prior as a result of
this segmentation.

In addition, we leverage case reserving based
methodologies for complex claims/ latent exposures
such as those involving toxic tort and other claims
accumulations.
D&O and Related Management Liability Classes of Business
We generally use a combination of loss development
methods and expected loss ratio methods for D&O and
related management liability classes of business.
Frequency/severity methods are generally not used in
isolation for these classes as the overall losses are
driven by large losses more than by claim frequency.
Severity trends have varied significantly from accident
year to accident year and care is required in analyzing
these trends by claim type. We also give weight to claim
department ground-up projections of ultimate loss on a
claim by claim basis as these may be more predictive of
ultimate loss values especially for older accident years.

These classes of business reflect claims made
coverage, and losses are characterized by low
frequency and high severity. Expected loss ratio
methods are given more weight in the two most recent
accident years, whereas loss development methods are
given more weight in more mature accident years. For
the year-end 2014 loss reserve review, claims
projections for accident years 2013 and prior were used.
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Class of Business or Category and Actuarial Method

Application of Actuarial Method

Workers’ Compensation
We generally use a combination of loss development
methods and expected loss ratio methods for workers’
compensation. We segment the data by state and
industry class to the extent that meaningful differences
are determined to exist.

For guaranteed cost business, expected loss ratio
methods generally are given significant weight only in
the most recent accident year. Workers’ compensation
claims are generally characterized by high frequency,
low severity, and relatively consistent loss development
from one accident year to the next. We historically have
been a leading writer of workers’ compensation, and
thus have sufficient volume of claims experience to use
development methods. We generally segregate
California (CA) business from other business in
evaluating workers’ compensation reserves. In 2012, we
segmented out New York (NY) from the other states to
reflect its different development pattern and changing
percentage of the mix by state. We also revised our
assumptions to reflect changes in our claims
management activities. Certain classes of workers’
compensation, such as construction and business
written in excess of a deductible, are also evaluated
separately. Expected loss ratio methods for business
written in excess of a deductible may be given significant
weight in the five or more most recent accident years.
Additionally, we write a number of very large accounts
which include workers’ compensation coverage. These
accounts are generally individually priced by our
actuaries, and to the extent appropriate, the indicated
losses based on the pricing analysis may be used to
record the initial estimated loss reserves for these
accounts.
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Class of Business or Category and Actuarial Method

Application of Actuarial Method

In 2014, we refined the segmentation of business written
in excess of a deductible by analyzing loss development
separately for each layer/deductible size group. We also
updated our tail factor selections in CA and NY and our
loss development factors in the Construction class.
Each of these segments appears to have been impacted
by specific structural changes in the portfolio. For CA
business, our tail factor increases were in response to
changing long-term medical development patterns. In
NY, there has been a lengthening of the period between
the date of accident and the classification of nonscheduled permanent partial injuries. We completed a
review of claim emergence and payouts for our top six
states in workers’ compensation and concluded that NY
and CA were the main states where the loss
development patterns had materially changed since our
last review. For excess of large deductible business, we
updated our analyses to consider the impact of changes
in the mix of retentions that has occurred over time as
the data by retention band was becoming more credible.
Lastly, for the Construction class, we noted that the
construction sector has experienced a comparatively
slow recovery in payroll levels. As a result of the
diminished employment opportunities in this industry
sector, injured workers may experience limited return-towork opportunities, which moderate the shortening of
claim duration that normally accompanies a labor market
recovery.
In 2014, we also enhanced our analysis by considering
our best estimate expectations of inflation (principally,
the PCE Deflator for Health Care Services) and loss cost
trends and we also reflected the impacts of
enhancements in our claim management and loss
mitigation activities, such as opioid drug management,
fraud investigation and medical management.
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Class of Business or Category and Actuarial Method

Application of Actuarial Method

Excess Workers’ Compensation
We historically have used a combination of loss
development methods and expected loss ratio methods
for excess workers’ compensation. For the year-end
2014 loss reserve review, our actuaries supplemented
the methods used historically by applying a structural
drivers approach to inform their judgment of the ultimate
loss costs for open reported claims from accident years
2006 and prior and used the refined analysis to help
inform their judgment of the ultimate loss cost for claims
that have not yet been reported using a
frequency/severity approach for these accident years.

Excess workers’ compensation is an extremely long-tail
class of business, with loss emergence extending for
decades. The class is highly sensitive to small changes
in assumptions — in the rate of medical inflation or the
longevity of injured workers, for example — which can
have a significant effect on the ultimate reserve
estimate. Claims estimates for this line also are highly
sensitive to:
 the assumed future rate of inflation and other

economic conditions in the United States;
 changes in the legal, regulatory, judicial and social

environment;
 the expected impact of recently enacted health care

reform on workers’ compensation costs;
 underlying policy pricing, terms and conditions;
 claims settlement trends that can materially alter the

mix and ultimate cost of claims;
 changes in claims reporting and management

practices of insureds and their third-party
administrators;
 the cost of new and additional treatment specialties,

such as “pain management”;
 the propensity for severely injured workers’ medical

conditions to deteriorate in the future;
 changes in injured worker longevity; and
 territorial experience differences (across states and

within regions in a state).
Methods based on expected loss ratios are given the
greater weight for the more recent accident years. For
the year-end 2014 loss reserve review, the structural
drivers approach which was applied to open reported
claims from accident years 2006 and prior, was deemed
to be most suitable for informing our judgment of the
ultimate loss cost for injured workers whose medical
conditions had largely stabilized (i.e., at least 9 to
10 years have elapsed since the date of injury). The
reserve for accident years 2007 and subsequent was
determined using a Generalized Cape Cod Method,
which is similar to a Bornhuetter Ferguson expected loss
ratio method.
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Class of Business or Category and Actuarial Method

Application of Actuarial Method

General Liability
We generally use a combination of loss development
methods and expected loss ratio methods for primary
general liability or products liability classes. We also
supplement the standard actuarial techniques by using
evaluations of the ultimate losses on unusual claims or
claim accumulations by external specialists on those
classes of claims. The segmentation of the data
reflects state differences, industry classes,
deductible/non-deductible programs and type of claim.

For certain classes of business with sufficient loss
volume, loss development methods may be given
significant weight for all but the most recent one or two
accident years. For smaller or more volatile classes of
business, loss development methods may be given
limited weight for the five or more most recent accident
years. Expected loss ratio methods are used for the
more recent accident years for these classes. The loss
experience for primary general liability business is
generally reviewed at a level that is believed to provide
the most appropriate data for reserve analysis.
Additionally, certain sub-classes, such as construction,
are generally reviewed separately from business in
other subclasses. For other sub-classes, such as
Environmental, we utilize the claim analysts’ claim
projections for incurred but not enough reported
(IBNER) and actuarial methods to calculate pure IBNR.
In 2014, we continued to refine our loss reserving
techniques for the domestic primary casualty classes
of business and adopted further segmentations based
on our analysis of the differing emerging loss patterns
for certain classes of insureds. Due to the fairly longtail nature of general liability business, and the many
subclasses that are reviewed individually, there is less
credibility given to the reported losses and increased
reliance on expected loss ratio methods for recent
accident years.

Commercial Automobile Liability
We generally use loss development methods for all but
the most recent accident year for commercial
automobile liability classes of business.

Expected loss ratio methods are generally given
significant weight only in the most recent accident year.
In 2014, we considered the impact of changes in
economic activity (real GDP growth) on our emerging
experience in the Commercial Auto Liability class of
business, particularly business written in excess of a
large insured deductible where ground up experience
may take several years to pierce our layer.
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Class of Business or Category and Actuarial Method

Application of Actuarial Method

Healthcare
We generally use a combination of loss development
methods and expected loss ratio methods for
healthcare classes of business.
Frequency/severity methods are sometimes used for
pricing certain healthcare accounts or business.
However, for loss reserve adequacy testing, the need
to ensure sufficient credibility generally results in
segmentations that are not sufficiently homogenous to
utilize frequency/severity methods.
We also supplement the standard actuarial techniques
by using evaluations of the ultimate losses on unusual
claims by specialists on those classes of claims.

The largest component of the healthcare business
consists of coverage written for hospitals and other
healthcare facilities. We test reserves for excess
coverage separately from those for primary coverage.
For primary coverages, loss development methods are
generally given the majority of the weight for all but the
latest three accident years, and are given some weight
for all years other than the latest accident year. For
excess coverages, expected loss methods are
generally given all the weight for the latest three
accident years, and are also given considerable weight
for accident years prior to the latest three years. For
other classes of healthcare coverage, an analogous
weighting between loss development and expected
loss ratio methods is used. The weights assigned to
each method are those that are believed to result in
the best combination of responsiveness and credibility.

Professional Liability
We generally use a combination of loss development
methods and expected loss ratio methods for
professional liability classes of business.
Frequency/severity methods are used in pricing and
profitability analyses for some classes of professional
liability; however, for loss reserve adequacy testing,
the need to ensure sufficient credibility generally
results in segmentations that are not sufficiently
homogenous to utilize frequency/severity methods.

Loss development methods are used for the more
mature accident years. Greater weight is given to
expected loss ratio methods in the more recent
accident years. Reserves are tested separately for
claims made classes and classes written on
occurrence policy forms. Further segmentations are
made in a manner believed to provide an appropriate
balance between credibility and homogeneity of the
data.

We also use claim department projections of the
ultimate value of each reported claim to supplement
and inform the standard actuarial approaches.
Catastrophic Casualty
We use expected loss ratio methods for all accident
years for catastrophic casualty business. This class of
business consists of casualty or financial lines
coverage that attach in excess of very high attachment
points; thus the claims experience is marked by very
low frequency and high severity. Because of the limited
number of claims, loss development methods are not
relied upon.

The expected loss ratios and loss development
assumptions used are based upon the results of prior
accident years for this business as well as for similar
classes of business written above lower attachment
points. The business can be written on a claims-made
or occurrence basis. We use ground-up claim
projections provided by our claims staff to assist in
developing the appropriate reserve.
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Class of Business or Category and Actuarial Method

Application of Actuarial Method

Aviation
We generally use a combination of loss development
methods and expected loss ratio methods for aviation
exposures. Aviation claims are not very long-tail in
nature; however, they are driven by claim severity.
Thus a combination of both development and expected
loss ratio methods are used for all but the latest
accident year to determine the loss reserves.

Expected loss ratio methods are used to determine the
loss reserves for the latest accident year. We also use
ground-up claim projections provided by our claims
staff to assist in developing the appropriate reserve.

Frequency/severity methods are not employed due to
the high severity nature of the claims and different mix
of claims from year to year.
Personal Auto
We generally use frequency/severity methods and loss
development methods for domestic personal auto
classes.

For many classes of business, greater reliance is
placed on frequency/severity methods as claim counts
emerge quickly for personal auto and allow for more
immediate analysis of resulting loss trends and
comparisons to industry and other diagnostic metrics.

Fidelity/Surety
We generally use loss development methods for fidelity
exposures for all but the latest accident year. For surety
exposures, we generally use the same method as for shorttail classes (discussed below).

Expected loss ratio methods are also given weight for the
more recent accident years. For the latest accident year they
may be given 100 percent weight.
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Class of Business or Category and Actuarial Method

Application of Actuarial Method

Mortgage Guaranty
We test mortgage guaranty reserves using loss
development methods, supplemented by an internal
claim analysis by actuaries and staff who specialize in
the mortgage guaranty business.

The reserve analysis projects ultimate losses for
claims within each of several reserving categories
based on actual historical experience, using primarily a
frequency/severity loss development approach.
Additional reserve tests are also employed, such as
tests measuring losses as a percent of risk in force.
Reserves are reviewed separately for each line of
business considering the loss development
characteristics, volume of claim data available and
applicability of various actuarial methods to each line.
Reserves for mortgage guaranty insurance losses and
loss adjustment expenses are established for reported
mortgage loan delinquencies and estimates of
delinquencies that have been incurred but have not
been reported by loan servicers, based upon historical
reporting trends. We establish reserves using a
percentage of the contractual liability (for each
delinquent loan reported) that is based upon projected
claim experience for each category of delinquency,
consistent in total with the overall reserve estimate.
Mortgage Guaranty losses and loss adjustment
expenses have been affected by macroeconomic
events, such as improving home prices and decreasing
unemployment. Because these macroeconomic events
are subject to adverse or favorable change, the
determination of the ultimate losses and loss
adjustment expenses requires a high degree of
judgment. Improving economic conditions have
produced higher cure rates of delinquent loans in
2014, particularly in the most recent accident periods
that may not continue in 2015. In addition, loans with
modifications through government and lender
programs may re-default resulting in new losses for
Mortgage Guaranty if adverse economic conditions
were to return. In addition to improved cure rates, the
favorable economic trends have resulted in a decline
of newly reported delinquencies. Partially offsetting
these favorable frequency trends were increases in
severity, particularly for older delinquencies with larger
delinquent interest costs, and a lower incidence of
denied and rescinded claims.

Other Short-Tail Classes
For non catastrophe business, we generally use either
loss development methods or IBNR factor methods to
set reserves for short-tail classes such as property
coverages.
For natural catastrophe’s, collaboration with the claims
department and profit center management is done to
determine the ultimate losses.

Where factors are used, they generally represent the
percent of expected losses or other exposure measure
yet to be reported. The factors are determined based
on prior accident quarter loss emergence. The factors
are continually reevaluated in light of emerging claim
experience as well as rate changes or other factors
that could affect the adequacy of the IBNR factor being
employed.
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Class of Business or Category and Actuarial Method

Application of Actuarial Method

International
Business written by the Non-Life Insurance Companies
internationally includes both long-tail and short-tail
classes of business. For long-tail classes of business,
the actuarial methods used are comparable to those
described above. However, the majority of business
written by the Non-Life Insurance Companies
internationally is short-tail, high frequency and low
severity in nature. For this business, loss development
methods are generally employed to test the loss
reserves.

We maintain a database of detailed historical premium
and loss transactions in original currency for business
written by the Non-Life Insurance Companies
internationally. This allows our actuaries to determine
the current reserves without any distortion from
changes in exchange rates over time. Our actuaries
segment the international data by region, country or
class of business as appropriate to determine an
optimal balance between homogeneity and credibility.
The techniques developed by our U.S. actuaries for
certain commercial classes of business are
increasingly applied to our International portfolios
where the experience volume and data segmentation
is comparable to that of the U.S. portfolios. Our
actuaries work closely with the claims departments in
each of our major International locations to determine
the most appropriate methodology and assumptions.

Loss Adjustment Expenses
We determine reserves for legal defense and cost
containment loss adjustment expenses for each class
of business by one or more actuarial or structural
driver methods. The methods generally include
development methods comparable to those described
for loss development methods. The development could
be based on either the paid loss adjustment expenses
or the ratio of paid loss adjustment expenses to paid
losses, or both. Other methods include the utilization of
expected ultimate ratios of paid loss expense to paid
losses, based on actual experience from prior accident
years or from similar classes of business.

We generally determine reserves for adjuster loss
adjustment expenses based on calendar year ratios of
adjuster expenses paid to losses paid for the particular
class of business. We generally determine reserves for
other unallocated loss adjustment expenses based on
the ratio of the calendar year expenses paid to overall
losses paid. This determination is generally done for all
classes of business combined, and reflects costs of
home office claim overhead as a percent of losses
paid. We may supplement our judgments with an
analysis of loss and legal expense mix change using
predictive models that explicitly represent such mix
change and detailed reviews with the claims
department on the methods used to allocate the costs
of the claims initiatives to new and in-force business
and to different classes and sub-classes of business.

Catastrophes and Severe Losses
We conduct special analyses in response to major
catastrophes and severe losses to estimate our gross
and net liability for unpaid losses and loss adjustment
expenses from those events.

These analyses may include a combination of
approaches, including modeling estimates, ground-up
claim analysis, loss evaluation reports from on-site
field adjusters, and market share estimates.

Alternative Loss Cost Trend and Loss Development Factor Assumptions by Class of Business
For classes of business other than the classes discussed below, there is generally some potential for deviation in both the loss
cost trend and loss development factor assumptions.
The effect of these deviations is expected to be smaller than the effect on the classes noted below:
Loss cost trends: The percentage deviations noted in the table below are not considered the highest possible deviations that
might be expected, but rather what we consider to reflect a reasonably likely range of potential deviation. The impacts cited
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below are only for the years using an expected loss ratio approach. Actual loss cost trends in the early 1990s were negative for
several years whereas actual loss cost trends exceeded the figures cited below for 1997 through 2001. Loss trends may
deviate by more than the amounts noted above and discussed below.
Loss development factors: The percentage deviations noted in the table below are not considered the highest possible
deviations that might be expected, but rather what we consider to reflect a reasonably likely range of potential deviation. While
multiple scenarios are performed, the assumed loss development factors are a key assumption. Generally, actual historical
loss development factors are used to project future loss development. Future loss development patterns may be different from
those in the past, or may deviate by more than the amounts noted above and discussed below.
AIG’s loss reserve analyses do not generally provide a range of loss reserve estimates. A large portion of the loss reserves
from the Non-Life Insurance Companies business relates to longer-tail casualty classes of business, such as excess casualty
and D&O, which are driven by severity rather than frequency of claims. Using the reserving methodologies described above,
our actuaries determine their actuarial central estimates of the loss reserves and advise management on their final
recommendation for management’s best estimate of the recorded reserves. Subject matter experts from underwriting and
claims play an important part in informing the actuarial assumptions and methods. The governance process over the
establishment of loss reserves also ensures robust considerations of the changes in the loss trends, terms and conditions,
claims handling practices, and large loss impact when determining the methods, assumptions and the estimations. This multidisciplinary process engages underwriting, claims, risk management, business unit executives and senior management and
involves several iterative levels of feedback and response during the regular reserving process.
The sensitivity analysis below addresses each major class of business for which there is a possibility of a material deviation
from our overall reserve position. The analysis uses what we believe is a reasonably likely range of potential deviation for each
class. Actual reserve development may not be consistent with either the original or the adjusted loss trend or loss development
factor assumptions, and other assumptions made in the reserving process may materially affect reserve development for a
particular class of business.
Class of Business

Loss Cost Trend

Loss Development Factor

Excess Casualty
The assumed loss cost trend was approximately five percent in
the 2014 reserve review. After evaluating the historical loss cost
trends from prior accident years since the early 1990s, in our
judgment, it is reasonably likely that actual loss cost trends
applicable to the year-end 2014 loss reserve review for excess
casualty will range from 0 percent to positive ten percent. The
loss cost trend assumption is critical for the excess casualty class
of business due to the long-tail nature of the claims and therefore
is applied across many accident years. Thus, there is the
potential for the reserves with respect to a number of accident
years (the expected loss ratio years) to be significantly affected
by changes in loss cost trends that were initially relied upon in
setting the reserves. These changes in loss trends could be
attributable to changes in inflation or in the judicial environment,
or in other social or economic conditions affecting claims.
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After evaluating the historical loss
development factors from prior
accident years since the early
1990s, in our judgment, it is
reasonably likely that actual loss
development factors will range
from approximately 2 percent
below those actually utilized in the
year-end 2014 reserve review to
approximately 3 percent above
those factors actually utilized.
Excess casualty is a long-tail class
of business and any deviation in
loss development factors might not
be discernible for an extended
period of time subsequent to the
recording of the initial loss reserve
estimates for any accident year.
Thus, there is the potential for the
reserves with respect to a number
of accident years to be significantly
affected by changes in loss
development factors that were
initially relied upon in setting the
reserves. These changes in loss
development factors could be
attributable to changes in inflation
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Class of Business

Loss Cost Trend

Loss Development Factor
or in the judicial environment, or in
other social or economic conditions
affecting claims.

D&O and Related Management Liability Classes of Business
The assumed loss cost trend was approximately 2 percent. After
evaluating the historical loss cost trends from prior accident years
since the early 1990s, including the potential effect of recent
claims relating to the credit crisis, in our judgment, it is reasonably
likely that actual loss cost trends applicable to the year-end 2014
loss reserve review for these classes will range from
approximately 29 percent lower or 27 percent higher than the
assumption actually utilized in the year-end 2014 reserve review.
Because the D&O class of business has exhibited highly volatile
loss trends from one accident year to the next, there is the
possibility of an exceptionally high deviation.

The assumed loss development
factors are also an important
assumption but less critical than for
excess casualty. Because these
classes are written on a claims
made basis, the loss reporting and
development tail is much shorter
than for excess casualty. However,
the high severity nature of the
claims does create the potential for
significant deviations in loss
development patterns from one
year to the next. After evaluating
the historical loss development
factors for these classes of
business for accident years since
the early 1990s, in our judgment, it
is reasonably likely that actual loss
development factors will range
from approximately 6 percent lower
to approximately 16 percent higher
than those factors actually
indicated in the year-end 2014 loss
reserve review for these classes.

Primary Workers’ Compensation
The loss cost trend assumption is not believed to be material with
respect to our loss reserves. This is primarily because our
actuaries are generally able to use loss development projections
for all but the most recent accident year’s reserves, so there is
limited need to rely on loss cost trend assumptions for primary
workers’ compensation business.

Generally, our actual historical
workers’ compensation loss
development factors would be
expected to provide a reasonably
accurate predictor of future loss
development. However, workers’
compensation is a long-tail class of
business, and our business reflects a
very significant volume of losses,
particularly in recent accident years.
After evaluating the actual historical
loss development since the 1980s for
this business, in our judgment, it is
reasonably likely that actual loss
reserves will fall within the range of
approximately 9 percent below to
approximately 11 percent above those
actually indicated in the year-end 2014
loss reserve review.
Based on our sensitivity testing, we
also estimate that a 1 percent rise in
the future rate of inflation (PCE
Deflator for Health Care Services
increased by 1 percent at the 30-year
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Class of Business

Loss Cost Trend

Loss Development Factor
time horizon, with increases in the
forward rate of inflation assumed to
occur proportionally over time (i.e. the
zero-year/1-year forward inflation rate
would change by 1/30th of 1
percentage point)) would increase our
ultimate loss cost estimates by
approximately $210 million as of
December 31, 2014.
In 2014, however, we corroborated our
judgments using traditional loss
development projections with threedimensional loss development models
incorporating accident year,
development year and calendar year
trends. This allowed us to consider for
example, the effect of changing levels
of inflation (specifically the PCE
Deflator for Health Care Services) on
our ultimate loss costs for medical
benefits. These methodologies also
facilitate a more quantitative
assessment of the uncertainty in our
estimates reflecting structural drivers
of loss along each dimension.

Excess Workers’ Compensation (run-off only)
Loss costs were trended at six percent per annum. After
reviewing actual industry loss trends for the past ten years, in our
judgment, it is reasonably likely that actual loss cost trends
applicable to the year-end 2014 loss reserve review for excess
workers’ compensation will range five percent lower or higher
than this estimated loss trend. However, given the small volume
of business written in these years, the range in reserve estimates
as a result of varying these loss cost trends is not very wide.

196

Excess workers’ compensation is an
extremely long-tail class of business,
with a much greater than normal
uncertainty as to the appropriate loss
development factors for the tail of the
loss development. After evaluating the
historical loss development factors for
prior accident years since the 1980s
as well as the development over the
past several years of the ground up
claim projections utilized to help select
the loss development factors in the tail
for this class of business, in our
judgment, it is reasonably likely that
actual loss development for excess
workers’ compensation could increase
the current reserves by up to
approximately $1.0 billion or decrease
them by approximately $250 million.
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The following sensitivity analysis table summarizes the effect on the loss reserve position of using certain alternative
loss cost trend (for accident years where we use expected loss ratio methods) or loss development factor
assumptions rather than the assumptions actually used in determining our estimates in the year-end loss reserve
analyses in 2014.
December 31, 2014
(in millions)

Loss cost trends:
Excess casualty:
5 percent increase
5 percent decrease
D&O:
27 percent increase
29 percent decrease
Excess workers' compensation:
5 percent increase
5 percent decrease
Primary workers' compensation(a):

Effect on
Loss Reserves

$

1,200
(800)
1,240
(925)
N/A
N/A

Effect on
Loss Reserves
Loss development factors:
Excess casualty:
6 percent increase
3 percent decrease
D&O:
16 percent increase
6 percent decrease
Excess workers' compensation:
Increase(b)
Decrease (b)
Primary workers' compensation:
11 percent increase(c)
(c)
9 percent decrease

$

900
(650)
935
(360)
1,000
(250)
1,400
(1,100)

(a) Loss cost trend assumption does not have a material impact for this line of business.
(b) Percentages not applicable due to extremely long-tailed nature of workers’ compensation.
(c) Impact was determined based on analysis of aggregate variability of loss development assumptions.

Reinsurance Assets
The estimation of reinsurance recoverable involves a significant amount of judgment, particularly for latent exposures, such as
asbestos, due to their long-tail nature. Reinsurance assets include reinsurance recoverable on unpaid losses and loss
adjustment expenses that are estimated as part of our loss reserving process and, consequently, are subject to similar
judgments and uncertainties as the estimation of gross loss reserves.
We assess the collectability of reinsurance recoverable balances through either detailed reviews of the underlying nature of the
reinsurance balance or comparisons with historical trends of disputes and credit events. We record adjustments to reflect the
results of these assessments through an allowance for uncollectable reinsurance that reduces the carrying amount of
reinsurance assets in the balance sheet. This estimate requires significant judgment for which key considerations include:
• paid and unpaid amounts recoverable;
• whether the balance is in dispute or subject to legal collection;
• whether the reinsurer is financially troubled (i.e., liquidated, insolvent, in receivership or otherwise subject to formal or
informal regulatory restriction); and
• whether collateral and collateral arrangements exist.
At December 31, 2014, the allowance for estimated unrecoverable reinsurance was $258 million.
See Note 8 to the Consolidated Financial Statements for additional information on reinsurance.

Future Policy Benefits for Life and Accident and Health Insurance Contracts (Life Insurance Companies)
Long-duration traditional products include whole life insurance, term life insurance, accident and health insurance, longterm care insurance, and certain payout annuities for which the payment period is life-contingent, which include certain of our
single premium immediate annuities and structured settlements.
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For long-duration traditional business, a “lock-in” principle applies. The assumptions used to calculate the benefit
liabilities and DAC are set when a policy is issued and do not change with changes in actual experience, unless a loss
recognition event occurs. The assumptions include mortality, morbidity, persistency, maintenance expenses, and investment
returns. These assumptions are typically consistent with pricing inputs. The assumptions also include margins for adverse
deviation, principally for key assumptions such as mortality and interest rates used to discount cash flows, to reflect uncertainty
given that actual experience might deviate from these assumptions. Establishing margins at contract inception requires
management judgment. The extent of the margin for adverse deviation may vary depending on the uncertainty of the cash
flows, which is affected by the volatility of the business and the extent of our experience with the product.
Loss recognition occurs if observed changes in actual experience or estimates result in projected future losses under loss
recognition testing. To determine whether loss recognition exists, we determine whether a future loss is expected based on
updated current assumptions. If a loss recognition exists, we recognize the loss by first reducing DAC through amortization
expense, and, if DAC is depleted, record additional liabilities through a charge to policyholder benefit expense. See Note 9 to
the Consolidated Financial Statements for additional information on loss recognition. Because of the long-term nature of many
of our liabilities subject to the “lock-in” principle, small changes in certain assumptions may cause large changes in the degree
of reserve adequacy. In particular, changes in estimates of future invested asset returns have a large effect on the degree of
reserve deficiency.
Groupings for loss recognition testing are consistent with our manner of acquiring and servicing the business and applied by
product groupings. We perform separate loss recognition tests for traditional life products, payout annuities, and long-term
care insurance. Once loss recognition has been recorded for a block of business, the old assumption set is replaced and the
assumption set used for the loss recognition would then be subject to the lock-in principle. Key judgments made in loss
recognition tests include the following:
• To determine investment returns used in loss recognition tests, we typically segregate assets that match liabilities and then
project future cash flows on those assets. Our projections include a reasonable allowance for investment expenses and
expected credit losses over the projection horizon. A critical assumption in the projection of expected investment income is
the assumed net rate of investment return at which excess cash flows are to be reinvested. For products in which asset
and liability durations are matched relatively well, this is less of a consideration since interest on excess cash flows are not
a significant component of future cash flows. For the reinvestment rate assumption, anticipated future changes to the yield
curves could have a large effect. Given the interest rate environment applicable at the date of our loss recognition tests, we
assumed a modest and gradual increase in long-term interest rates over time.
• For mortality assumptions, key judgments include the extent of industry versus own experience to base future assumptions
as well as the extent of expected mortality improvements in the future. The latter judgment is based on a combination of
historical mortality trends, advice from industry public health and demography specialists that were consulted by AIG’s
actuaries and published industry information.
• For surrender rates, a key judgment involves the correlation between expected increases/decreases in interest rates and
increases/decreases in surrender rates. To support this judgment, we compare crediting rates on our products relative to
expected rates on competing products under different interest scenarios.
• For in-force long-term care insurance, rate increases are allowed but must be approved by state insurance regulators.
Consequently, the extent of rate increases that may be assumed requires judgment. In establishing our assumption for rate
increases for long-term care insurance, we consider historical experience as to the frequency and level of rate increases
approved by state regulators.
The Life operating segment recorded loss recognition expense of $87 million in 2014 and $67 million in 2012 to increase
reserves for certain discontinued long-term care business as a result of updated assumptions. Sales of investment securities in
connection with our program to utilize capital loss carryforwards and other investment sales with subsequent reinvestment at
lower yields triggered recording of loss recognition expense of $30 million, $1.5 billion and $1.2 billion in 2014, 2013 and 2012,
respectively, primarily related to certain long-term payout annuity contracts in the Institutional Markets and Retirement
operating segments. See Results of Operations – Life Insurance Companies DAC and Reserves – Loss Recognition for
additional discussion.
Significant unrealized appreciation on investments in a prolonged low interest rate environment may cause DAC to be adjusted
and additional future policy benefit liabilities to be recorded through a charge directly to accumulated other comprehensive
income (“shadow loss recognition”). These charges are included, net of tax, with the change in net unrealized appreciation of
198

I T E M 7 / C R I T I C AL AC C O U N TI N G E S TI M ATE S

investments. See Note 9 to the Consolidated Financial Statements for additional information on shadow loss recognition. In
applying shadow loss recognition, the Company overlays unrealized gains onto loss recognition tests without revising the
underlying test. Accordingly, there is limited additional judgment in this process.

Guaranteed Benefit Features of Variable Annuity Products (Life Insurance Companies)
Variable annuity products offered by our Retirement Income Solutions and Group Retirement product lines offer guaranteed
benefit features. These guaranteed features include guaranteed minimum death benefits (GMDB) that are payable in the event
of death or other instances, and living benefits that are payable in the event of annuitization, or, in other instances, at specified
dates during the accumulation period. Living benefits include guaranteed minimum withdrawal benefits (GMWB), guaranteed
minimum income benefits (GMIB), and guaranteed minimum account value benefits (GMAV). See Note 14 to the Consolidated
Financial Statements for additional information on these features. For GMDB, our most widely offered guaranteed benefit
feature, the liabilities included in Future policyholder benefits at December 31, 2014 and 2013 were $401 million and $355
million, respectively. The fair value of GMWB and GMAV embedded derivatives included in Policyholder contract deposits was
a net liability of $957 million at December 31, 2014 and a net asset of $37 million at December 31, 2013.
The liabilities for GMDB and GMIB, which are recorded in Future policyholder benefits, represent the expected value of
benefits in excess of the projected account value, with the excess recognized ratably over the accumulation period based on
total expected assessments, through Policyholder benefits and losses incurred. The liabilities for GMWB and GMAV, which are
recorded in Policyholder contract deposits, are accounted for as embedded derivatives measured at fair value, with changes in
the fair value of the liabilities recorded in Other realized capital gains (losses).
Our exposure to the guaranteed amounts is equal to the amount by which the contract holder’s account balance is below the
amount provided by the guaranteed feature. A variable annuity contract may include more than one type of guaranteed benefit
feature; for example, it may have both a GMDB and a GMWB. However, a policyholder can only receive payout from one
guaranteed feature on a contract containing a death benefit and a living benefit, i.e. the features are mutually exclusive, so the
exposure to the guaranteed amount for each feature is not additive to that of other features. A policyholder cannot purchase
more than one living benefit on one contract. Declines in the equity markets, increased volatility and a sustained low interest
rate environment increase our exposure to potential benefits under the guaranteed features, leading to an increase in the
liabilities for those benefits. See Estimated Gross Profits for Investment-Oriented Products (Life Insurance) below for sensitivity
analysis which includes the sensitivity of reserves for guaranteed benefit features to changes in the assumptions for equity
market returns, volatility and mortality. For a further discussion of the risks related to guaranteed benefit features of variable
annuities, our dynamic hedging program and risks of AIG’s unhedged exposures, see Item 1A. — Risk Factors — Business
and Operations.
The reserving methodology and assumptions used to measure the liabilities of our two largest guaranteed benefit features are
presented in the following table:
Reserving Methodology

Assumptions and Accounting Judgments

GMDB
We determine the GMDB liability at each balance sheet date
by estimating the expected value of death benefits in excess of
the projected account balance and recognizing the excess
ratably over the accumulation period based on total expected
fees. See Note 14 to the Consolidated Financial Statements
for additional information on how we reserve for variable
annuity products with guaranteed benefit features.

Key assumptions include :
• Interest rates, which vary by year of issuance and products
• Mortality rates, which are based upon actual experience
modified to allow for variations in policy form
• Lapse rates, which are based upon actual experience
modified to allow for variations in policy form
• Investment returns, using assumptions from a randomly
generated model
• In applying asset growth assumptions for the valuation of
the GMDB liability, we use a “reversion to the mean”
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Reserving Methodology

Assumptions and Accounting Judgments

methodology, similar to that applied for DAC. For a
description of this methodology, see Estimated Gross
Profits for Investment-Oriented Products (Life Insurance
Companies) below.

GMWB
GMWB living benefits are embedded derivatives that are
required to be bifurcated from the host contract and carried at
fair value. The fair value estimates of the living benefit
guarantees include assumptions such as equity market
returns, interest rates, market volatility, and policyholder
behavior. See Note 14 to the Consolidated Financial
Statements for additional information on how we reserve for
variable annuity products with guaranteed benefit features,
and Note 5 to the Consolidated Financial Statements for
information on fair value measurement of these embedded
derivatives, including how AIG incorporates its own nonperformance risk.

The fair value of the embedded derivatives is based on
actuarial and capital market assumptions related to projected
cash flows over the expected lives of the contracts. Key
assumptions include:
• Equity market returns
• Interest rates
• Market volatility
• Benefits and related fees assessed, when applicable
• Policyholder behavior, including mortality, exercise of
guarantees and policy lapses. Estimates of future
policyholder behavior are subjective and based primarily on
our historical experience
• In applying asset growth assumptions for the valuation of
GMWBs, we use market-consistent assumptions consistent
with fair value measurement
• Allocation of fees between the embedded derivative and
host contract

Estimated Gross Profits for Investment–Oriented Products (Life Insurance Companies)
Policy acquisition costs and policy issuance costs that are incremental and directly related to the successful acquisition of new
or renewal of existing insurance contracts related to universal life and investment-type products (collectively, investmentoriented products) are generally deferred and amortized, with interest, in relation to the incidence of estimated gross profits to
be realized over a period that approximates the estimated lives of the contracts, except in instances where significant negative
gross profits are expected in one or more periods. Estimated gross profits include net investment income and spreads, net
realized investment gains and losses, fees, surrender charges, expenses, and mortality gains and losses. In estimating future
gross profits, lapse assumptions require judgment and can have a material impact on DAC amortization. For fixed deferred
annuity contracts, the future spread between investment income and interest credited to policyholders is a significant
judgment, particularly in a low interest rate environment.
If the assumptions used for estimated gross profits change significantly, DAC and related reserves, including VOBA, SIA,
guaranteed benefit reserves and URR, are recalculated using the new assumptions, and any resulting adjustment is included
in income. Updating such assumptions may result in acceleration of amortization in some products and deceleration of
amortization in other products.
In estimating future gross profits for variable annuity products, a long-term annual asset growth assumption of 8.5% (before
expenses that reduce the asset base from which future fees are projected) is applied to estimate the future growth in assets
and related asset-based fees. In determining the asset growth rate, the effect of short-term fluctuations in the equity markets
is partially mitigated through the use of a “reversion to the mean” methodology, whereby short-term asset growth above or
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below the long-term annual rate assumption impacts the growth assumption applied to the five-year period subsequent to the
current balance sheet date. The reversion to the mean methodology allows us to maintain our long-term growth assumptions,
while also giving consideration to the effect of actual investment performance. When actual performance significantly deviates
from the annual long-term growth assumption, as evidenced by growth assumptions for the five-year reversion to the mean
period falling below a certain rate (floor) or above a certain rate (cap) for a sustained period, judgment may be applied to
revise or “unlock” the growth rate assumptions to be used for both the five-year reversion to the mean period as well as the
long-term annual growth assumption applied to subsequent periods. The use of a reversion to the mean assumption is
common within the industry; however, the parameters used in the methodology are subject to judgment and vary within the
industry.
In the fourth quarter of 2013, we revised the growth rate assumptions for the five-year reversion to the mean period for the
Group Retirement product line, because annual growth assumptions indicated for that period had fallen below our floor of zero
percent due to the favorable performance of equity markets. For this five-year reversion to the mean period, the growth rate
assumption was adjusted to a point between the long-term growth rate assumption and zero percent. This adjustment
increased Retirement pre-tax operating income by $35 million in 2013. Had we readjusted the growth rate assumption for the
five-year reversion to the mean period to use the long-term rate assumption of 8.5%, pre-tax income would have been higher
by approximately $30 million. Conversely, had the growth rate assumption for the five-year reversion to the mean period been
readjusted to a floor of zero percent, pre-tax income would have been lower by approximately $30 million. For variable
annuities in our Retirement Income Solutions product line, the assumed annual growth rate has remained above zero percent
for the five-year reversion to the mean period, so it has not met our criteria for adjustment; however, additional favorable equity
market performance in excess of long-term assumptions could also result in “unlocking” in this product line in future periods
with a positive effect on pre-tax income in the period of the unlocking.
The following table summarizes the sensitivity of changes in certain assumptions in the amortization of DAC, SIA,
guaranteed benefit reserves and URR, and the related hypothetical impact on year-end 2014 balances. The effect of
changes in net investment spread primarily affects our Fixed Annuities product line. Changes in equity returns,
volatility and interest rates primarily impact reserves for guarantee features of variable annuities in our Retirement
Income Solutions and Group Retirement product lines. The effect of changes in mortality primarily impacts the
universal life insurance business.
Guaranteed
Benefits
Reserve

December 31, 2014
DAC/SIA

(in millions)

Assumptions:
Net Investment Spread
Effect of an increase by 10 basis points
Effect of a decrease by 10 basis points
(a)
Equity Return
Effect of an increase by 1%
Effect of a decrease by 1%
Volatility (b)
Effect of an increase by 1%
Effect of a decrease by 1%
Interest Rate(c)
Effect of an increase by 10 basis points
Effect of a decrease by 10 basis points
Mortality
Effect of an increase by 1%
Effect of a decrease by 1%

$

117
(120)
38
(37)

$

(5)
5

Unearned
Revenue
Liability

$

5
(5)

Net
Pre-Tax
Earnings

$

117
(120)

(55)
56

-

93
(93)

-

14
(14)

-

(14)
14

-

(134)
134

-

134
(134)

(9)
10

22
(22)

(2)
3

(29)
29

(a) Represents the net impact of 1 percent increase or decrease in long-term equity returns for GMDB and GMIB reserves and negligible net impact of 1 percent
increase or decrease in the S&P 500 index for living benefit reserves.
(b) Represents the net impact of 1 percentage point increase or decrease in implied volatility.
(c) Represents the net impact of 10 basis point parallel shift in the yield curve on the reserves for GMWB and GMAV living benefit features. Does not represent
interest rate spread compression on investment-oriented products.

The analysis of DAC, guaranteed benefits reserve and unearned revenue liability is a dynamic process that considers all
relevant factors and assumptions described above. We estimate each of the above factors individually, without the effect of
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any correlation among the key assumptions. An assessment of sensitivity associated with changes in any single assumption
would not necessarily be an indicator of future results. The effects on pre-tax earnings in the sensitivity analysis table above do
not reflect the related effects from our economic hedging program, which utilizes derivative and other financial instruments and
is designed so that changes in value of those instruments move in the opposite direction of changes in the guaranteed benefit
embedded derivative liabilities. For a further discussion on guaranteed benefit features of our variable annuities, our dynamic
hedging program and risks of AIG’s unhedged exposures, see Item 1A. — Risk Factors — Business and Operations and Notes
5 and 14 to the Consolidated Financial Statements.

Impairment Charges

Other-Than-Temporary Impairments on Available For Sale Securities
At each balance sheet date, we evaluate our available for sale securities holdings with unrealized losses.
See the discussion in Note 6 to the Consolidated Financial Statements for additional information on the methodology and
significant inputs, by security type, that we use to determine the amount of other-than-temporary impairment on fixed maturity
and equity securities.

Impairments on Investments in Life Settlements
Impairments to investments in life settlements may occur in the future due to the fact that continued payment of premiums
required to maintain policies will cause the expected lifetime undiscounted cash flows for some policies to become negative in
future reporting periods, even in the absence of future changes to the mortality assumptions. Impairments may also occur due
to our future sale or lapse of select policies at a value that is below carrying amount.
For a discussion of impairments on investments in life settlements, see Note 6 to the Consolidated Financial Statements.

Goodwill Impairment
For a discussion of goodwill impairment, see Note 12 to the Consolidated Financial Statements. In 2014 and 2013, AIG elected
to bypass the qualitative assessment of whether goodwill impairment may exist and, therefore, performed quantitative
assessments that supported a conclusion that the fair value of all of the reporting units tested exceeded their book value. To
determine fair value, we primarily use a discounted expected future cash flow analysis that estimates and discounts projected
future distributable earnings. Such analysis is principally based on AIG’s business projections that inherently include
judgments regarding business trends.

Liability for Legal Contingencies
We estimate and record a liability for potential losses that may arise from litigation and regulatory proceedings to the extent
such losses are probable and can be estimated. Determining a reasonable estimate of the amount of such losses requires
significant management judgment. In many cases, it is not possible to determine whether a liability has been incurred or to
estimate the ultimate or minimum amount of that liability until the matter is close to resolution. In view of the inherent difficulty
of predicting the outcome of such matters, particularly in cases that are in the early stages of litigation or in which claimants
seek substantial or indeterminate damages, we often cannot predict the outcome or estimate the eventual loss or range of
reasonably possible losses related to such matters.
For more information on legal, regulatory and litigation matters, see Note 16 to the Consolidated Financial Statements.
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Fair Value Measurements of Certain Financial Assets and Financial Liabilities
See Note 5 to the Consolidated Financial Statements for additional information about the measurement of fair value of
financial assets and financial liabilities and our accounting policy regarding the incorporation of credit risk in fair value
measurements.
The following table presents the fair value of fixed maturity and equity securities by source of value determination:
December 31, 2014
(in billions)

Fair value based on external sources(a)
Fair value based on internal sources
Total fixed maturity and equity securities(b)

$
$

Fair
Value
267
18
285

Percent
of Total
94 %
6
100 %

(a) Includes $27.3 billion for which the primary source is broker quotes.
(b) Includes available for sale and other securities.

Level 3 Assets and Liabilities
Assets and liabilities recorded at fair value in the Consolidated Balance Sheets are measured and classified in a hierarchy for
disclosure purposes consisting of three “levels” based on the observability of inputs available in the marketplace used to
measure the fair value. See Note 5 to the Consolidated Financial Statements for additional information.
The following table presents the amount of assets and liabilities measured at fair value on a recurring basis and
classified as Level 3:
(in billions)

Assets
Liabilities

$

December 31,
2014
44.4
2.9

Percentage
of Total
8.6 %
0.7

$

December 31,
2013
46.7
2.3

Percentage
of Total
8.6 %
0.5

Level 3 fair value measurements are based on valuation techniques that use at least one significant input that is unobservable.
We consider unobservable inputs to be those for which market data is not available and that are developed using the best
information available about the assumptions that market participants would use when valuing the asset or liability. Our
assessment of the significance of a particular input to the fair value measurement in its entirety requires judgment.
We classify fair value measurements for certain assets and liabilities as Level 3 when they require significant unobservable
inputs in their valuation, including contractual terms, prices and rates, yield curves, credit curves, measures of volatility,
prepayment rates, default rates, mortality rates and correlations of such inputs.
See Note 5 to the Consolidated Financial Statements for discussion of the valuation methodologies for assets and liabilities
measured at fair value, as well as a discussion of transfers of Level 3 assets and liabilities.
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Glossary
Accident year The annual calendar accounting period in which loss events occurred, regardless of when the losses are
actually reported, booked or paid.
Accident year combined ratio, as adjusted The combined ratio excluding catastrophe losses and related reinstatement
premiums, prior year development, net of premium adjustments, and the impact of reserve discounting.
Accident year loss ratio, as adjusted The loss ratio excluding catastrophe losses and related reinstatement premiums, prior
year development, net of premium adjustments, and the impact of reserve discounting.
Acquisition ratio Acquisition costs divided by net premiums earned. Acquisition costs are those costs incurred to acquire new
and renewal insurance contracts and also include the amortization of value of business acquired (VOBA) and deferred policy
acquisition costs (DAC). Acquisition costs vary with sales and include, but are not limited to, commissions, premium taxes,
direct marketing costs, certain costs of personnel engaged in sales support activities such as underwriting, and the change in
DAC. Acquisition costs that are incremental and directly related to successful sales efforts are deferred and recognized over
the coverage periods of related insurance contracts. Acquisition costs that are not incremental and directly related to
successful sales efforts are recognized as incurred.
Base Spread Net investment income excluding income from alternative investments and enhancements, less interest credited
excluding amortization of sales inducement assets.
BET Binomial Expansion Technique A model that generates expected loss estimates for CDO tranches and derives a credit
rating for those tranches.
Book Value Per Common Share Excluding Accumulated Other Comprehensive Income (loss) (AOCI) is a non-GAAP
measure and is used to show the amount of our net worth on a per-share basis. Book Value Per Common Share Excluding
AOCI is derived by dividing Total AIG shareholders’ equity, excluding AOCI, by Total common shares outstanding.
Casualty insurance Insurance that is primarily associated with the losses caused by injuries to third persons, i.e., not the
insured, and the legal liability imposed on the insured as a result.
Catastrophe losses are generally weather or seismic events having a net impact on AIG in excess of $10 million each.
Combined ratio Sum of the loss ratio and the acquisition and general operating expense ratios.
CSA Credit Support Annex A legal document that provides for collateral postings at various ratings and threshold levels.
CVA Credit Valuation Adjustment The CVA adjusts the valuation of derivatives to account for nonperformance risk of our
counterparty with respect to all net derivative assets positions. Also, the CVA reflects the fair value movement in the DIB’s
asset portfolio that is attributable to credit movements only without the impact of other market factors such as interest rates
and foreign exchange rates. Finally, the CVA also accounts for our own credit risk, in the fair value measurement of all net
derivative liabilities positions and liabilities where AIG has elected the fair value option, when appropriate.
DAC Deferred Policy Acquisition Costs Deferred costs that are incremental and directly related to the successful acquisition
of new business or renewal of existing business.
DAC Related to Unrealized Appreciation (Depreciation) of Investments An adjustment to DAC for investment-oriented
products, equal to the change in DAC amortization that would have been recorded if fixed maturity and equity securities
available for sale had been sold at their stated aggregate fair value and the proceeds reinvested at current yields (also referred
to as “shadow DAC”). The change in this adjustment, net of tax, is included with the change in net unrealized appreciation
(depreciation) of investments that is credited or charged directly to Other comprehensive income (loss).
Expense ratio Sum of acquisition expenses and general operating expenses, divided by net premiums earned.
First-Lien Priority over all other liens or claims on a property in the event of default on a mortgage.
General operating expense ratio General operating expenses divided by net premiums earned. General operating expenses
are those costs that are generally attributed to the support infrastructure of the organization and include but are not limited to
personnel costs, projects and bad debt expenses. General operating expenses exclude losses and loss adjustment expenses
incurred, acquisition expenses, and investment expenses.
GIC/GIA Guaranteed Investment Contract/Guaranteed Investment Agreement A contract whereby the seller provides a
guaranteed repayment of principal and a fixed or floating interest rate for a predetermined period of time.
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G-SII Global Systemically Important Insurer An insurer that is deemed globally systemically important (that is, of such size,
market importance and global interconnectedness that the distress or failure of the insurer would cause significant dislocation
in the global financial system and adverse economic consequences across a range of countries) by the Financial Stability
Board, in consultation with and based on a methodology developed by the International Association of Insurance Supervisors.
IBNR Incurred But Not Reported Estimates of claims that have been incurred but not reported to us.
LAE Loss Adjustment Expenses The expenses of settling claims, including legal and other fees and the portion of general
expenses allocated to claim settlement costs.
Loss Ratio Losses and loss adjustment expenses incurred divided by net premiums earned. Loss adjustment expenses are
directly attributed to settling and paying claims of insureds and include, but are not limited to, legal fees, adjuster’s fees, and
claims department personnel costs.
Loss reserve development The increase or decrease in incurred losses and loss adjustment expenses as a result of the reestimation of liability for unpaid losses and loss adjustment expenses at successive valuation dates for a given group of
claims.
Loss reserves Liability for unpaid losses and loss adjustment expenses. The estimated ultimate cost of settling claims
relating to insured events that have occurred on or before the balance sheet date, whether or not reported to the insurer at that
date.
LTV Loan-to-Value Ratio Principal amount of loan amount divided by appraised value of collateral securing the loan.
Master netting agreement An agreement between two counterparties who have multiple derivative contracts with each other
that provides for the net settlement of all contracts, as well as cash collateral, through a single payment, in a single currency, in
the event of default on or upon termination of any one contract.
Net premiums written Represent the sales of an insurer, adjusted for reinsurance premiums assumed and ceded, during a
given period. Net premiums earned are the revenue of an insurer for covering risk during a given period. Net premiums written
are a measure of performance for a sales period while Net premiums earned are a measure of performance for a coverage
period. From the period in which the premiums are written until the period in which they are earned, the amount is presented
as Unearned premium reserves in the Consolidated Balance Sheets.
Nonbank SIFI Nonbank Systemically Important Financial Institutions Financial institutions are deemed nonbank systemically
important (that is, the failure of the financial institution could pose a threat to the financial stability of the United States) by the
Financial Stability Oversight Council based on a three-stage analytical process.
Noncontrolling interest The portion of equity ownership in a consolidated subsidiary not attributable to the controlling parent
company.
Policy fees An amount added to a policy premium, or deducted from a policy cash value or contract holder account, to reflect
the cost of issuing a policy, establishing the required records, sending premium notices and other related expenses.
Pool A reinsurance arrangement whereby all of the underwriting results of the pool members are combined and then shared
by each member in accordance with its pool participation percentage. Prior to January 1, 2014, AIG maintained two pools (the
admitted lines pool and the surplus lines pool. Our members in the admitted lines pool are licensed to write standard lines of
business by the individual state departments of insurance, and the policy forms and rates are regulated by those departments.
Our members in the surplus lines pool provide policyholders with insurance coverage for risks which are generally not
available in the standard insurance market. Surplus lines policy forms and rates are not regulated by the insurance
departments. Effective January 1, 2014, these two pools were merged into one combined pool (the combined pool).
Premiums and deposits – Institutional Markets include direct and assumed amounts received and earned on group benefit
policies and life-contingent payout annuities, deposits received on investment-type annuity contracts including GICs.
Premiums and deposits – Retirement and – Life include direct and assumed amounts received on traditional life insurance
policies, group benefit policies and deposits on life-contingent payout annuities, as well as deposits received on universal life,
investment-type annuity contracts and mutual funds.
Prior year development Increase or decrease in estimates of losses and loss adjustment expenses incurred for prior years
that is included in earnings.
RBC Risk-Based Capital A formula designed to measure the adequacy of an insurer’s statutory surplus compared to the risks
inherent in its business.
Reinstatement premium Additional premiums payable to reinsurers to restore coverage limits that have been exhausted as a
result of reinsured losses under certain excess of loss reinsurance treaties.
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Reinsurance The practice whereby one insurer, the reinsurer, in consideration of a premium paid to that insurer, agrees to
indemnify another insurer, the ceding company, for part or all of the liability of the ceding company under one or more policies
or contracts of insurance which it has issued.
Rescission Denial of claims and termination of coverage on loans related to fraudulent or undocumented claims, underwriting
guideline violations and other deviations from contractual terms.
Retained Interest Category within AIG’s Corporate and Other that includes the fair value gains or losses, prior to their sale, of
the AIA ordinary shares retained following the AIA Group Limited initial public offering and the fair value gains or losses, prior to
the FRBNY liquidation of Maiden Lane III LLC assets in 2012, on the retained interest in Maiden Lane III LLC.
Retroactive Reinsurance See Deferred Gain on Retroactive Reinsurance.
Salvage The amount that can be recovered by us for the sale of damaged goods for which our policyholder has been
indemnified (and to which title was transferred to us).
Second-lien Subordinate in ranking to the first-lien holder claims on a property in the event of default on a mortgage.
Severe losses Individual non-catastrophe first party losses and surety losses greater than $10 million, net of related
reinsurance and salvage and subrogation. Severe losses include claims related to satellite explosions, plane crashes, and
shipwrecks.
SIA Sales Inducement Asset Represents amounts that are credited to policyholder account balances related to the enhanced
crediting rates that a seller offers on certain of its annuity products.
Solvency II Legislation in the European Union which reforms the insurance industry’s solvency framework, including minimum
capital and solvency requirements, governance requirements, risk management and public reporting standards. The Solvency
II Directive (2009/138/EEC), was adopted on November 25, 2009 and is expected to become effective on January 1, 2016.
Subrogation The amount of recovery for claims we have paid our policyholders, generally from a negligent third party or such
party’s insurer.
Surrender charge A charge levied against an investor for the early withdrawal of funds from a life insurance or annuity
contract, or for the cancellation of the agreement.
Surrender rate represents annualized surrenders and withdrawals as a percentage of average account value.
Unearned premium reserve Liabilities established by insurers and reinsurers to reflect unearned premiums which are usually
refundable to policyholders if an insurance or reinsurance contract is canceled prior to expiration of the contract term.
VOBA Value of Business Acquired Present value of projected future gross profits from in-force policies from acquired
businesses.
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ACRONYMS

Acronyms
A&H Accident and Health Insurance

GMIB Guaranteed Minimum Income Benefits

ABS Asset-Backed Securities

GMWB Guaranteed Minimum Withdrawal Benefits

CDO Collateralized Debt Obligations

ISDA International Swaps and Derivatives Association, Inc.

CDS Credit Default Swap

NAIC National Association of Insurance Commissioners

CLO Collateralized Loan Obligations

NM Not Meaningful

CMA Capital Maintenance Agreement

OTC Over-the-Counter

CMBS Commercial Mortgage-Backed Securities

OTTI Other-Than-Temporary Impairment

EGPs Estimated gross profits

RMBS Residential Mortgage-Backed Securities

FASB Financial Accounting Standards Board

S&P Standard & Poor’s Financial Services LLC

FRBNY Federal Reserve Bank of New York

SEC Securities and Exchange Commission

GAAP Accounting principles generally accepted in the United
States of America

URR Unearned revenue reserve

GMAV Guaranteed Minimum Account Value Benefits

VIE Variable Interest Entity

GMDB Guaranteed Minimum Death Benefits
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ITEM 7A / QUANTITATIVE AND QUALITATIVE DISCLOSURES
ABOUT MARKET RISK
The information required by this item is set forth in the Enterprise Risk Management section of Item 7. Management’s
Discussion and Analysis of Financial Condition and Results of Operations and is incorporated herein by reference.
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I T E M 8 / R E P O R T O F I N D E P E N D E N T R E G I S TE R E D P U B L I C AC C O U N TI N G F I R M

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
To the Board of Directors and Shareholders of American International Group, Inc.:
In our opinion, the consolidated financial statements listed in the accompanying index present fairly, in all material respects,
the financial position of American International Group, Inc. and its subsidiaries (AIG) at December 31, 2014 and 2013, and the
results of their operations and their cash flows for each of the three years in the period ended December 31, 2014 in
conformity with accounting principles generally accepted in the United States of America. In addition, in our opinion, the
financial statement schedules listed in the accompanying index present fairly, in all material respects, the information set forth
therein when read in conjunction with the related consolidated financial statements. Also in our opinion, AIG maintained, in all
material respects, effective internal control over financial reporting as of December 31, 2014, based on criteria established in
the Internal Control — Integrated Framework 2013 issued by the Committee of Sponsoring Organizations of the Treadway
Commission (COSO). AIG’s management is responsible for these financial statements and financial statement schedules, for
maintaining effective internal control over financial reporting and for its assessment of the effectiveness of internal control over
financial reporting, included in Management’s Report on Internal Control Over Financial Reporting appearing under Item 9A in
the 2014 Form 10-K. Our responsibility is to express opinions on these financial statements, on the financial statement
schedules, and on AIG’s internal control over financial reporting based on our integrated audits. We conducted our audits in
accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards require
that we plan and perform the audits to obtain reasonable assurance about whether the financial statements are free of material
misstatement and whether effective internal control over financial reporting was maintained in all material respects. Our audits
of the financial statements included examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements, assessing the accounting principles used and significant estimates made by management, and
evaluating the overall financial statement presentation. Our audit of internal control over financial reporting included obtaining
an understanding of internal control over financial reporting, assessing the risk that a material weakness exists, and testing
and evaluating the design and operating effectiveness of internal control based on the assessed risk. Our audits also included
performing such other procedures as we considered necessary in the circumstances. We believe that our audits provide a
reasonable basis for our opinions.
A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with generally
accepted accounting principles. A company’s internal control over financial reporting includes those policies and procedures
that (i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of the assets of the company; (ii) provide reasonable assurance that transactions are recorded as necessary to
permit preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and
expenditures of the company are being made only in accordance with authorizations of management and directors of the
company; and (iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or
disposition of the company’s assets that could have a material effect on the financial statements.
Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.
/s/ PricewaterhouseCoopers LLP
New York, New York
February 20, 2015
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AMERICAN INTERNATIONAL GROUP, INC.
CONSOLIDATED BALANCE SHEETS
(in millions, except for share data)

December 31,

December 31,

2014

2013

Assets:
Investments:
Fixed maturity securities:
Bonds available for sale, at fair value (amortized cost: 2014 - $243,307; 2013 - $248,531)

$

259,859

$

258,274

19,712

22,623

Common and preferred stock available for sale, at fair value (cost: 2014 - $1,930; 2013 - $1,726)

4,395

3,656

Other common and preferred stock, at fair value (See Note 6)

1,049

834

Mortgage and other loans receivable, net of allowance (portion measured at fair value: 2014 - $6; 2013 - $0)

24,990

20,765

Other invested assets (portion measured at fair value: 2014 - $9,394; 2013 - $8,598)

34,518

28,659

Short-term investments (portion measured at fair value: 2014 - $1,684; 2013 - $6,313)

11,243

21,617

355,766

356,428

Cash

1,758

2,241

Accrued investment income

2,712

2,905

Premiums and other receivables, net of allowance

12,031

12,939

Reinsurance assets, net of allowance

21,959

23,829

Deferred income taxes

19,339

21,925

Deferred policy acquisition costs

9,827

9,436

Derivative assets, at fair value

1,604

1,665

Other bond securities, at fair value (See Note 6)
Equity Securities:

Total investments

Other assets, including restricted cash of $2,025 in 2014 and $865 in 2013 (portion measured at fair value:
2014 - $0; 2013 - $418)
Separate account assets, at fair value

10,549

9,366

80,036

71,059

-

Assets held for sale
Total assets

29,536

$

515,581

$

541,329

$

77,260

$

81,547

Liabilities:
Liability for unpaid losses and loss adjustment expenses
Unearned premiums

21,324

Future policy benefits for life and accident and health insurance contracts

42,749

40,653

124,613

122,016

Other policyholder funds (portion measured at fair value: 2014 - $8; 2013 - $0)

4,669

5,083

Derivative liabilities, at fair value

2,273

2,511

Other liabilities (portion measured at fair value: 2014 - $350; 2013 - $933)

24,168

29,155

Long-term debt (portion measured at fair value: 2014 - $5,466; 2013 - $6,747)

31,217

41,693

Separate account liabilities

80,036

71,059

Policyholder contract deposits (portion measured at fair value: 2014 - $1,561; 2013 - $384)

Liabilities held for sale
Total liabilities

21,953

-

24,548

408,309

440,218

-

30

Contingencies, commitments and guarantees (see Note 16)
Redeemable noncontrolling interests (see Note 18)
AIG shareholders’ equity:
Common stock, $2.50 par value; 5,000,000,000 shares authorized; shares issued: 2014 - 1,906,671,492 and
4,766

2013 - 1,906,645,689

4,766

(19,218)

(14,520)

Additional paid-in capital

80,958

80,899

Retained earnings

29,775

22,965

Accumulated other comprehensive income

10,617

6,360

106,898

100,470

Treasury stock, at cost; 2014 - 530,744,521; 2013 - 442,582,366 shares of common stock

Total AIG shareholders’ equity
Non-redeemable noncontrolling interests (including $100 associated with businesses held for sale in 2013)
Total equity
Total liabilities and equity

$

See accompanying Notes to Consolidated Financial Statements.
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374

611

107,272

101,081

515,581

$

541,329

AMERICAN INTERNATIONAL GROUP, INC.
CONSOLIDATED STATEMENTS OF INCOME
Years Ended December 31,
(dollars in millions, except per share data)

Revenues:
Premiums
Policy fees
Net investment income
Net realized capital gains:
Total other-than-temporary impairments on available for sale securities
Portion of other-than-temporary impairments on available for sale
fixed maturity securities recognized in Other comprehensive income (loss)
Net other-than-temporary impairments on available for sale
securities recognized in net income
Other realized capital gains
Total net realized capital gains
Aircraft leasing revenue
Other income
Total revenues
Benefits, losses and expenses:
Policyholder benefits and losses incurred
Interest credited to policyholder account balances
Amortization of deferred policy acquisition costs
General operating and other expenses
Interest expense
Aircraft leasing expenses
Loss on extinguishment of debt
Net (gain) loss on sale of properties and divested businesses
Total benefits, losses and expenses
Income from continuing operations before income tax expense (benefit)
Income tax expense (benefit):
Current
Deferred
Income tax expense (benefit)
Income from continuing operations
Income (loss) from discontinued operations, net of income tax expense
Net income
Less:
Net income (loss) from continuing operations attributable to
noncontrolling interests:
Nonvoting, callable, junior and senior preferred interests
Other
Total net income (loss) from continuing operations attributable to
noncontrolling interests
Net income attributable to AIG
Net income attributable to AIG common shareholders
Income per common share attributable to AIG:
Basic:
Income from continuing operations
Income (loss) from discontinued operations
Net income attributable to AIG
Diluted:
Income from continuing operations
Income (loss) from discontinued operations
Net income attributable to AIG
Weighted average shares outstanding:
Basic
Diluted
Dividends declared per common share

$

2014

2013

37,254 $
2,615
16,079

37,499 $
2,340
15,810

(182)

(165)

(448)

(35)

(22)

(381)

(217)
956
739
1,602
6,117
64,406

(187)
2,126
1,939
4,420
6,866
68,874

(829)
1,916
1,087
4,504
4,899
71,214

28,281
3,768
5,330
13,138
1,718
1,585
2,282
(2,197)
53,905
10,501

29,503
3,892
5,157
13,564
2,142
4,549
651
48
59,506
9,368

32,036
4,340
5,709
13,013
2,319
4,138
32
6,736
68,323
2,891

588
2,339
2,927
7,574
(50)
7,524

(5)

762
(1,570)
(808)
3,699
1
3,700

208
54

(5)
7,529 $

7
9,085 $

262
3,438

$

7,529 $

9,085 $

3,438

$
$
$

5.31 $
(0.04) $
5.27 $

6.11 $
0.05 $
6.16 $

2.04
2.04

$
$
$

5.24 $
(0.04) $
5.20 $

6.08 $
0.05 $
6.13 $

2.04
2.04

$

212

7

38,189
2,192
20,343

$

1,427,959,799
1,447,553,652

See accompanying Notes to Consolidated Financial Statements.

680
(320)
360
9,008
84
9,092

2012

0.50 $

1,474,171,690
1,481,206,797
0.20 $

1,687,197,038
1,687,226,641
-

AMERICAN INTERNATIONAL GROUP, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
(in millions)

Net income
Other comprehensive income (loss), net of tax
Change in unrealized appreciation of fixed maturity securities on
which other-than-temporary credit impairments were recognized
Change in unrealized appreciation (depreciation) of all other investments
Change in foreign currency translation adjustments
Change in net derivative gains arising from cash flow hedging activities
Change in retirement plan liabilities adjustment
Other comprehensive income (loss)
Comprehensive income
Comprehensive income (loss) attributable to noncontrolling nonvoting, callable,
junior and senior preferred interests
Comprehensive income (loss) attributable to other noncontrolling interests
Total comprehensive income (loss) attributable to noncontrolling interests
Comprehensive income attributable to AIG
See accompanying Notes to Consolidated Financial Statements.
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$

Years Ended December 31,
2014
2013
2012
7,524 $ 9,092 $ 3,700

107
5,538
(832)
(556)
4,257
11,781

$

(5)
(5)
11,786 $

361
(6,673)
(556)
631
(6,237)
2,855
(16)
(16)
2,871 $

1,286
4,880
17
(87)
6,096
9,796
208
57
265
9,531

AMERICAN INTERNATIONAL GROUP, INC.
CONSOLIDATED STATEMENTS OF EQUITY
NonAccumulated

(in millions)
Balance, January 1, 2012

$

Total AIG

redeemable

Additional

Other

Share-

Non-

Common

Treasury

Paid-in

Retained Comprehensive

holders'

controlling

Total

Stock

Stock

Capital

Earnings

Equity

Interests

Equity

(942) $

80,459 $

4,766 $

Common stock issued under stock plans

-

Purchase of common stock

-

18
(13,000)

(15)

10,774 $

Income

6,481 $ 101,538 $

-

-

3

-

-

-

(13,000)

855 $ 102,393
-

3
(13,000)

Net income attributable to AIG or other
noncontrolling interests*

-

-

-

3,438

-

3,438

40

3,478

Other comprehensive income (loss)

-

-

-

-

6,093

6,093

(1)

6,092

Deferred income taxes

-

-

(9)

-

-

(9)

Net decrease due to deconsolidation

-

-

-

-

-

-

Contributions from noncontrolling interests

-

-

-

-

-

-

80

80

Distributions to noncontrolling interests

-

-

-

-

-

-

(167)

(167)

-

-

Other
Balance, December 31, 2012

$

4,766 $ (13,924) $
-

Purchase of common stock

(597)

(25)
80,410 $

(36)
14,176 $

12,574 $

-

-

-

9,085

-

(61)

(27)

(113)

98,002 $

667 $

(597)

-

(9)
(27)

(174)
98,669
(597)

Net income attributable to AIG or other
noncontrolling interests*

-

-

-

Dividends

-

-

-

Other comprehensive loss

-

-

-

-

Deferred income taxes

-

-

355

-

-

355

-

Contributions from noncontrolling interests

-

-

-

-

-

-

33

33

Distributions to noncontrolling interests

-

-

-

-

-

-

(81)

(81)

-

1

-

133

(8)

125

Other
Balance, December 31, 2013

$

4,766 $ (14,520) $
-

Purchase of common stock

(4,698)

134
80,899 $

(294)

(2)
22,965 $

(6,214)

9,085
(294)
(6,214)

6,360 $ 100,470 $

5
(5)

9,090
(294)
(6,219)
355

611 $ 101,081

-

-

-

(4,698)

-

(4,698)

7,529

-

7,529

(5)

7,524

Net income (loss) attributable to AIG or other

-

-

-

Dividends

-

-

-

Other comprehensive income (loss)

-

-

-

Deferred income taxes

-

-

Net decrease due to deconsolidation

-

-

-

Contributions from noncontrolling interests

-

-

Distributions to noncontrolling interests

-

-

-

-

noncontrolling interests

Other
Balance, December 31, 2014

$

4,766 $ (19,218) $

(712)

-

(712)

4,257

-

-

-

-

-

(99)

-

-

-

-

17

17

-

-

-

-

(147)

(147)

-

62

69
80,958 $

(7)
29,775 $

(10)

10,617 $ 106,898 $

* Excludes gains of $2 million and $222 million in 2013 and 2012, respectively, attributable to redeemable noncontrolling interests.
See accompanying Notes to Consolidated Financial Statements.
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-

(712)

-

(10)

4,257

-

(3)

4,257
(10)
(99)

59

374 $ 107,272

AMERICAN INTERNATIONAL GROUP, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS
Years Ended December 31,
(in millions)

Cash flows from operating activities:
Net income
(Income) loss from discontinued operations
Adjustments to reconcile net income to net cash provided by operating activities:
Noncash revenues, expenses, gains and losses included in income:
Net gains on sales of securities available for sale and other assets
Net (gains) losses on sales of divested businesses
Net losses on extinguishment of debt
Unrealized gains in earnings – net
Equity in income from equity method investments, net of dividends or distributions
Depreciation and other amortization
Impairments of assets
Changes in operating assets and liabilities:
Insurance reserves
Premiums and other receivables and payables – net
Reinsurance assets and funds held under reinsurance treaties
Capitalization of deferred policy acquisition costs
Current and deferred income taxes – net
Other, net
Total adjustments
Net cash provided by operating activities
Cash flows from investing activities:
Proceeds from (payments for)
Sales or distribution of:
Available for sale investments
Other securities
Other invested assets
Divested businesses, net
Maturities of fixed maturity securities available for sale
Principal payments received on and sales of mortgage and other loans receivable
Purchases of:
Available for sale investments
Other securities
Other invested assets
Mortgage and other loans receivable
Net change in restricted cash
Net change in short-term investments
Other, net
Net cash provided by investing activities
Cash flows from financing activities:
Proceeds from (payments for)
Policyholder contract deposits
Policyholder contract withdrawals
Issuance of long-term debt
Repayments of long-term debt
Repayment of Department of the Treasury SPV Preferred Interests
Purchase of Common Stock
Dividends paid
Other, net
Net cash used in financing activities
Effect of exchange rate changes on cash
Net increase (decrease) in cash
Cash at beginning of year
Change in cash of businesses held for sale
Cash at end of year
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$

$

2014

2013

2012

7,524 $
50

9,092 $
(84)

3,700
(1)

(764)
(2,197)
2,282
(1,239)
(1,394)
4,448
610

(2,741)
48
651
(156)
(1,484)
4,713
1,332

(3,219)
6,736
32
(6,091)
(911)
7,349
1,747

(2,281)
820
1,872
(5,880)
2,190
(1,034)
(2,567)
5,007

(2,576)
43
2,131
(5,834)
(437)
1,167
(3,143)
5,865

(2,260)
1,678
1,407
(5,613)
(1,255)
377
(23)
3,676

25,526
4,930
3,884
2,348
25,560
3,856

36,050
5,134
6,442
26,048
3,420

39,818
17,814
19,012
21,449
3,313

(45,552)
(472)
(4,078)
(8,008)
(1,447)
8,760
(1,023)
14,284

(63,339)
(2,040)
(7,242)
(5,266)
1,244
7,842
(1,194)
7,099

(53,536)
(13,373)
(6,402)
(3,256)
414
(8,109)
(532)
16,612

16,829
(15,110)
6,687
(16,160)
(4,902)
(712)
(6,420)
(19,788)
(74)
(571)
2,241
88
1,758 $

15,772
(16,319)
5,235
(14,197)
(597)
(294)
(1,358)
(11,758)
(92)
1,114
1,151
(24)
2,241 $

13,288
(13,978)
8,612
(11,101)
(8,636)
(13,000)
4,251
(20,564)
16
(260)
1,474
(63)
1,151

Supplementary Disclosure of Consolidated Cash Flow Information
Cash paid during the period for:
Interest
Taxes
Non-cash investing/financing activities:
Interest credited to policyholder contract deposits included in financing activities
Non-cash consideration received from sale of ILFC
See accompanying Notes to Consolidated Financial Statements.
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$
$

3,367 $
737 $

3,856 $
796 $

4,037
447

$
$

3,904 $
4,586 $

3,987 $
- $

4,501
-
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1. BASIS OF PRESENTATION
American International Group, Inc. (AIG) is a leading global insurance organization serving customers in more than 100
countries and jurisdictions. AIG companies serve commercial, institutional and individual customers through one of the most
extensive worldwide property-casualty networks of any insurer. In addition, AIG companies are leading providers of life
insurance and retirement services in the United States. AIG Common Stock, par value $2.50 per share (AIG Common Stock),
is listed on the New York Stock Exchange (NYSE: AIG) and the Tokyo Stock Exchange. Unless the context indicates
otherwise, the terms “AIG,” “we,” “us” or “our” mean American International Group, Inc. and its consolidated subsidiaries and
the term “AIG Parent” means American International Group, Inc. and not any of its consolidated subsidiaries.
The consolidated financial statements include the accounts of AIG Parent, our controlled subsidiaries (generally through a
greater than 50 percent ownership of voting rights of a voting interest entity), and variable interest entities (VIEs) of which we
are the primary beneficiary. Equity investments in entities that we do not consolidate, including corporate entities in which we
have significant influence and partnership and partnership-like entities in which we have more than minor influence over
operating and financial policies, are accounted for under the equity method unless we have elected the fair value option.
Certain of our foreign subsidiaries included in the consolidated financial statements report on different annual fiscal year
bases, in most cases ending November 30. The effect on our consolidated financial condition and results of operations of all
material events occurring at these subsidiaries between such fiscal year end and December 31st for all periods presented in
these consolidated financial statements has been recorded.
The accompanying consolidated financial statements have been prepared in accordance with accounting principles generally
accepted in the United States (GAAP). All material intercompany accounts and transactions have been eliminated.
Segment changes are discussed in Note 3 herein.

Presentation Changes
Policy fees related to features accounted for as embedded derivatives in variable annuity products, including guaranteed
minimum withdrawal benefits and guaranteed minimum account value benefits, are included in the fair value measurement of
embedded derivatives. Effective December 31, 2014, we reclassified fees related to these embedded derivatives to Net
realized capital gains, with no effect to the fair value measurement of the embedded derivatives, Income from continuing
operations, Net income attributable to AIG, or Shareholders’ equity. Accordingly, a portion of prior period policy fees have been
reclassified to Net realized capital gains to conform to the current period presentation. See Note 14 herein for our accounting
policy and Note 5 for a discussion of the fair value measurement of embedded policy derivatives, including policy on
classification of fees.
Revisions were made to change the classification of certain miscellaneous income from General operating and other expenses
to Premiums and of certain broker-dealer fees from General operating and other expenses to Other income, to conform with
the current period presentation, with no effect to Income from continuing operations or Net income attributable to AIG.

Sale of ILFC
On May 14, 2014, we completed the sale of 100 percent of the common stock of International Lease Finance Corporation
(ILFC) to AerCap Ireland Limited, a wholly owned subsidiary of AerCap Holdings N.V. (AerCap), in exchange for total
consideration of approximately $7.6 billion, including cash and 97.6 million newly issued AerCap common shares (the AerCap
Transaction). The total value of the consideration was based in part on AerCap’s closing price per share of $47.01 on May 13,
2014. ILFC’s results of operations are reflected in Aircraft leasing revenue and Aircraft leasing expenses in the Consolidated
Statements of Income through the date of the completion of the sale. ILFC’s assets and liabilities were classified as held-forsale at December 31, 2013 in the Consolidated Balance Sheets. See Note 4 herein for further discussion.
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Use of Estimates
The preparation of financial statements in accordance with GAAP requires the application of accounting policies that often
involve a significant degree of judgment. Accounting policies that we believe are most dependent on the application of
estimates and assumptions are considered our critical accounting estimates and are related to the determination of:
• classification of ILFC as held for sale and related fair value measurement for applicable years;
• income tax assets and liabilities, including recoverability of our net deferred tax asset and the predictability of future tax
operating profitability of the character necessary to realize the net deferred tax asset;
• liability for unpaid losses and loss adjustment expenses;
• reinsurance assets;
• valuation of future policy benefit liabilities and timing and extent of loss recognition;
• valuation of liabilities for guaranteed benefit features of variable annuity products;
• estimated gross profits to value deferred acquisition costs for investment-oriented products;
• impairment charges, including other-than-temporary impairments on available for sale securities, impairments on
investments in life settlements and goodwill impairment;
• liability for legal contingencies; and
• fair value measurements of certain financial assets and liabilities.
These accounting estimates require the use of assumptions about matters, some of which are highly uncertain at the time of
estimation. To the extent actual experience differs from the assumptions used, our consolidated financial conditions, results of
operations and cash flows could be materially affected.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The following table identifies our significant accounting policies presented in other Notes to these Consolidated Financial
Statements, with a reference to the Note where a detailed description can be found:
Note 4.
Note 6.

Note 7.
Note 8.
Note 9.
Note 11.
Note 12.
Note 13.

Held-for-Sale Classification, Divested Businesses and Discontinued Operations
 Held-for-sale classification
 Discontinued operations
Investments
 Fixed maturity and equity securities
 Other invested assets
 Short-term investments
 Net investment income
 Net realized capital gains (losses)
 Other-than-temporary impairments
Lending Activities
 Mortgage and other loans receivable – net of allowance
Reinsurance
 Reinsurance assets – net of allowance
Deferred Policy Acquisition Costs
 Deferred policy acquisition costs
 Amortization of deferred policy acquisition costs
Derivatives and Hedge Accounting
 Derivative assets and liabilities, at fair value
Goodwill
Insurance Liabilities
 Liability for unpaid losses and loss adjustment expenses
 Discounting of reserves
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Note 14
Note 15.
Note 16.
Note 18.
Note 19.
Note 24.

 Future policy benefits
 Policyholder contract deposits
 Other policyholder funds
Variable Life and Annuity Contracts
Debt
 Long-term debt
Contingencies, Commitments and Guarantees
 Legal contingencies
Noncontrolling Interests
Earnings Per Share
Income Taxes

Other significant accounting policies
Premiums for short-duration contracts are recorded as written on the inception date of the policy. Premiums are earned
primarily on a pro rata basis over the term of the related coverage. Sales of extended services contracts are reflected as
premiums written and earned on a pro rata basis over the term of the related coverage. In addition, certain miscellaneous
income is included as premiums written and earned. The reserve for unearned premiums includes the portion of premiums
written relating to the unexpired terms of coverage. Reinsurance premiums are typically earned over the same period as the
underlying policies or risks covered by the contract. As a result, the earnings pattern of a reinsurance contract may extend up
to 24 months, reflecting the inception dates of the underlying policies throughout the year.
Reinsurance premiums ceded are recognized as a reduction in revenues over the period the reinsurance coverage is provided
in proportion to the risks to which the premiums relate.
Premiums for long-duration insurance products and life contingent annuities are recognized as revenues when due. Estimates
for premiums due but not yet collected are accrued.
Policy fees represent fees recognized from universal life and investment-type products consisting of policy charges for the
cost of insurance, policy administration charges, surrender charges and amortization of unearned revenue reserves.
Aircraft leasing revenue from flight equipment under operating leases, through May 14, 2014, the date of disposal of ILFC,
was recognized over the life of the leases as rental payments became receivable under the provisions of the leases or, in the
case of leases with varying payments, under the straight-line method over the noncancelable term of the leases. In certain
cases, leases provided for additional payments contingent on usage. In those cases, rental revenue was recognized at the
time such usage occurred, net of estimated future contractual aircraft maintenance reimbursements. Gains on sales of flight
equipment were recognized when flight equipment was sold and the risk of ownership of the equipment passed to the new
owner.
Other income includes unrealized gains and losses on derivatives, including income from the Direct Investment book (DIB)
unrealized market valuation gains and losses associated with the Global Capital Markets (GCM) super senior credit default
swap (CDS) portfolio, advisory fee income from the Consumer Insurance broker dealer business, as well as legal settlements
of $804 million, $1.2 billion and $200 million from legacy crisis and other matters in 2014, 2013 and 2012, respectively.
Other income from our Corporate and Other category consists of the following:
• Change in fair value relating to financial assets and liabilities for which the fair value option has been elected.
• Interest income and related expenses, including amortization of premiums and accretion of discounts on bonds with
changes in the timing and the amount of expected principal and interest cash flows reflected in the yield, as applicable.
• Dividend income from common and preferred stock and distributions from other investments.
• Changes in the fair value of other securities sold but not yet purchased, futures, hybrid financial instruments, securities
purchased under agreements to resell, and securities sold under agreements to repurchase.
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• Income earned on real estate based investments and related realized gains and losses from sales, property level
impairments and financing costs.
• Exchange gains and losses resulting from foreign currency transactions.
• Earnings from private equity funds and hedge fund investments accounted for under the equity method.
• Gains and losses recognized in earnings on derivatives for the effective portion and their related hedged items.
Aircraft leasing expenses through May 14, 2014, the date of disposal of ILFC, consisted of ILFC interest expense,
depreciation expense, impairment charges, fair value adjustments and lease-related charges on aircraft as well as selling,
general and administrative expenses and other expenses incurred by ILFC.
Cash represents cash on hand and non-interest- bearing demand deposits.
Premiums and other receivables – net of allowance include premium balances receivable, amounts due from agents and
brokers and policyholders, trade receivables for the DIB and GCM and other receivables. Trade receivables for GCM include
cash collateral posted to derivative counterparties that is not eligible to be netted against derivative liabilities. The allowance for
doubtful accounts on premiums and other receivables was $428 million and $554 million at December 31, 2014 and 2013,
respectively.
Other assets consist of sales inducement assets, prepaid expenses, deposits, other deferred charges, real estate, other fixed
assets, capitalized software costs, goodwill, intangible assets other than goodwill, and restricted cash.
We offer sales inducements which include enhanced crediting rates or bonus payments to contract holders (bonus interest) on
certain annuity and investment contract products. Sales inducements provided to the contract holder are recognized in
Policyholder contract deposits in the Consolidated Balance Sheets. Such amounts are deferred and amortized over the life of
the contract using the same methodology and assumptions used to amortize DAC (see Note 9 herein). To qualify for such
accounting treatment, the bonus interest must be explicitly identified in the contract at inception. We must also demonstrate
that such amounts are incremental to amounts we credit on similar contracts without bonus interest, and are higher than the
contract’s expected ongoing crediting rates for periods after the bonus period. The deferred bonus interest and other deferred
sales inducement assets totaled $629 million and $703 million at December 31, 2014 and 2013, respectively. The amortization
expense associated with these assets is reported within Interest credited to policyholder account balances in the Consolidated
Statements of Income. Such amortization expense totaled $63 million, $102 million and $162 million for the years ended
December 31, 2014, 2013 and 2012, respectively.
The cost of buildings and furniture and equipment is depreciated principally on the straight-line basis over their estimated
useful lives (maximum of 40 years for buildings and 10 years for furniture and equipment). Expenditures for maintenance and
repairs are charged to income as incurred and expenditures for improvements are capitalized and depreciated. We periodically
assess the carrying amount of our real estate for purposes of determining any asset impairment. Capitalized software costs,
which represent costs directly related to obtaining, developing or upgrading internal use software, are capitalized and
amortized using the straight-line method over a period generally not exceeding five years. Real estate, fixed assets and other
long-lived assets are assessed for impairment when impairment indicators exist.
Separate accounts represent funds for which investment income and investment gains and losses accrue directly to the
policyholders who bear the investment risk. Each account has specific investment objectives and the assets are carried at fair
value. The assets of each account are legally segregated and are not subject to claims that arise from any of our other
businesses. The liabilities for these accounts are equal to the account assets. For a more detailed discussion of separate
accounts, see Note 14 herein.
Other liabilities consist of other funds on deposit, other payables, securities sold under agreements to repurchase and
securities sold but not yet purchased. We have entered into certain insurance and reinsurance contracts, primarily in our NonLife Insurance Companies segment, that do not contain sufficient insurance risk to be accounted for as insurance or
reinsurance. Accordingly, the premiums received on such contracts, after deduction for certain related expenses, are recorded
as deposits within Other liabilities in the Consolidated Balance Sheets. Net proceeds of these deposits are invested and
generate Net investment income. As amounts are paid, consistent with the underlying contracts, the deposit liability is reduced.
Also included in Other liabilities are trade payables for the DIB and GCM, which include option premiums received and
payables to counterparties that relate to unrealized gains and losses on futures, forwards, and options and balances due to
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clearing brokers and exchanges. Trade payables for GCM also include cash collateral received from derivative counterparties
that contractually cannot be netted against derivative assets.
Securities sold but not yet purchased represent sales of securities not owned at the time of sale. The obligations arising from
such transactions are recorded on a trade-date basis and carried at fair value. Fair values of securities sold but not yet
purchased are based on current market prices.
Foreign currency: Financial statement accounts expressed in foreign currencies are translated into U.S. dollars. Functional
currency assets and liabilities are translated into U.S. dollars generally using rates of exchange prevailing at the balance sheet
date of each respective subsidiary and the related translation adjustments are recorded as a separate component of
Accumulated other comprehensive income, net of any related taxes, in Total AIG shareholders’ equity. Functional currencies
are generally the currencies of the local operating environment. Financial statement accounts expressed in currencies other
than the functional currency of a consolidated entity are translated into that entity’s functional currency. Income statement
accounts expressed in functional currencies are translated using average exchange rates during the period. The adjustments
resulting from translation of financial statements of foreign entities operating in highly inflationary economies are recorded in
income. Exchange gains and losses resulting from foreign currency transactions are recorded in income.

Accounting Standards Adopted During 2014
Certain Obligations Resulting from Joint and Several Liability Arrangements
In February 2013, the Financial Accounting Standards Board (FASB) issued an accounting standard that requires us to
measure obligations resulting from joint and several liability arrangements for which the total amount of the obligation is fixed
at the reporting date as the sum of (i) the amount we agreed to pay on the basis of our arrangement among our co-obligors
and (ii) any additional amount we expect to pay on behalf of our co-obligors.
We adopted the standard on its required effective date of January 1, 2014. The adoption of this standard had no material effect
on our consolidated financial condition, results of operations or cash flows.

Parent’s Accounting for the Cumulative Translation Adjustment upon Derecognition of an Investment within a
Foreign Entity or of an Investment in a Foreign Entity
In March 2013, the FASB issued an accounting standard addressing whether consolidation guidance or foreign currency
guidance applies to the release of the cumulative translation adjustment into net income when a parent sells all or a part of its
investment in a foreign entity or no longer holds a controlling financial interest in a subsidiary or net assets that are a business
(other than a sale of in-substance real estate) within a foreign entity. The standard also resolves the diversity in practice for the
cumulative translation adjustment treatment in business combinations achieved in stages involving foreign entities.
Under the standard, the entire amount of the cumulative translation adjustment associated with the foreign entity should be
released into earnings when there has been: (i) a sale of a subsidiary or group of net assets within a foreign entity and the sale
represents a complete or substantially complete liquidation of the foreign entity in which the subsidiary or the net assets had
resided; (ii) a loss of a controlling financial interest in an investment in a foreign entity; or (iii) a change in accounting method
from applying the equity method to an investment in a foreign entity to consolidating the foreign entity.
We adopted the standard on its required effective date of January 1, 2014 on a prospective basis. The adoption of this
standard had no material effect on our consolidated financial condition, results of operations or cash flows.

Investment Company Guidance
In June 2013, the FASB issued an accounting standard that amends the criteria a company must meet to qualify as an
investment company, clarifies the measurement guidance, and requires new disclosures for investment companies. An entity
that is regulated by the Securities and Exchange Commission under the Investment Company Act of 1940 (the 1940 Act)
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qualifies as an investment company. Entities that are not regulated under the 1940 Act must have certain fundamental
characteristics and must consider other characteristics to determine whether they qualify as investment companies. An entity’s
purpose and design must be considered when making the assessment.
An entity that no longer meets the requirements to be an investment company as a result of this standard should present the
change in its status as a cumulative-effect adjustment to retained earnings as of the beginning of the period of adoption. An
entity that is an investment company should apply the standard prospectively as an adjustment to opening net assets as of the
effective date. The adjustment to net assets represents both the difference between the fair value and the carrying amount of
the entity’s investments and any amount previously recognized in Accumulated other comprehensive income.
We adopted the standard on its required effective date of January 1, 2014 on a prospective basis. The adoption of this
standard had no material effect on our consolidated financial condition, results of operations or cash flows.

Presentation of Unrecognized Tax Benefits
In July 2013, the FASB issued an accounting standard that requires a liability related to unrecognized tax benefits to be
presented as a reduction to the related deferred tax asset for a net operating loss carryforward or a tax credit carryforward.
When the carryforwards are not available at the reporting date under the tax law of the applicable jurisdiction or the tax law of
the applicable jurisdiction does not require, and the entity does not intend to use, the deferred tax asset for such purpose, the
unrecognized tax benefit will be presented in the financial statements as a liability and will not be combined with the related
deferred tax asset.
We adopted the standard on its required effective date of January 1, 2014 on a prospective basis. The adoption of this
standard had no material effect on our consolidated financial condition, results of operations or cash flows.

Future Application of Accounting Standards
Reclassification of Residential Real Estate Collateralized Consumer Mortgage Loans upon Foreclosure
In January 2014, the FASB issued an accounting standard that clarifies that a creditor is considered to have received physical
possession of residential real estate property collateralizing a consumer mortgage loan, so that the loan is derecognized and
the real estate property is recognized, when either (i) the creditor obtains legal title to the residential real estate property upon
completion of a foreclosure or (ii) the borrower conveys all interest in the residential real estate property to the creditor to
satisfy the loan through completion of a deed in lieu of foreclosure or through a similar legal agreement.
The standard is effective for interim and annual reporting periods beginning after December 15, 2014. Early adoption is
permitted. We plan to adopt the standard on its required effective date of January 1, 2015 and do not expect the adoption of
the standard to have a material effect on our consolidated financial condition, results of operations or cash flows.

Reporting Discontinued Operations
In April 2014, the FASB issued an accounting standard that changes the requirements for presenting a component or group of
components of an entity as a discontinued operation and requires new disclosures. Under the standard, the disposal of a
component or group of components of an entity should be reported as a discontinued operation if the disposal represents a
strategic shift that has (or will have) a major effect on an entity’s operations and financial results. Disposals of equity method
investments, or those reported as held-for-sale, must be presented as a discontinued operation if they meet the new definition.
The standard also requires entities to provide disclosures about the disposal of an individually significant component of an
entity that does not qualify for discontinued operations presentation.
The standard is effective prospectively for all disposals of components (or classification of components as held-for-sale) of an
entity that occur within interim and annual periods beginning on or after December 15, 2014. Early adoption is permitted, but
only for disposals (or classifications of components as held-for-sale) that have not been reported in financial statements
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previously issued. We plan to adopt the standard on its required effective date of January 1, 2015 and do not expect the
adoption of the standard to have a material effect on our consolidated financial condition, results of operations or cash flows.

Revenue Recognition
In May 2014, the FASB issued an accounting standard that supersedes most existing revenue recognition guidance. The
standard excludes from its scope the accounting for insurance contracts, leases, financial instruments, and other agreements
that are governed under other GAAP guidance, but affects the revenue recognition for certain of our other activities.
The standard is effective for interim and annual reporting periods beginning after December 15, 2016 and may be applied
retrospectively or through a cumulative effect adjustment to retained earnings at the date of adoption. Early adoption is not
permitted. We plan to adopt the standard on its required effective date of January 1, 2017 and are assessing the impact of the
standard on our consolidated financial condition, results of operations and cash flows.

Repurchase-to-Maturity Transactions, Repurchase Financings, and Disclosures
In June 2014, the FASB issued an accounting standard that changes the accounting for repurchase-to-maturity transactions
and repurchase financing arrangements. It also requires additional disclosures about repurchase agreements and other similar
transactions. The standard aligns the accounting for repurchase-to-maturity transactions and repurchase agreements executed
as a repurchase financing with the accounting for other typical repurchase agreements such that they all will be accounted for
as secured borrowings. The standard eliminates sale accounting for repurchase-to-maturity transactions and supersedes the
standard under which a transfer of a financial asset and a contemporaneous repurchase financing could be accounted for on a
combined basis as a forward agreement.
The accounting standard and new disclosure requirements for certain transactions accounted for as sales are effective for
interim and annual reporting periods beginning after December 15, 2014, while the disclosure requirements for transactions
accounted for as secured borrowings are effective for annual reporting periods beginning after December 15, 2014 and for
interim reporting periods beginning after March 15, 2015. Early adoption is not permitted. We plan to adopt the standard on its
required effective dates and do not expect the adoption of the standard to have a material effect on our consolidated financial
condition, results of operations or cash flows.

Accounting for Share-Based Payments with Performance Targets
In June 2014, the FASB issued an accounting standard that clarifies the accounting for share-based payments when the terms
of an award provide that a performance target could be achieved after the requisite service period. The standard requires that
a performance target that affects vesting and that could be achieved after the requisite service period be treated as a
performance condition.
The standard is effective for interim and annual reporting periods beginning after December 15, 2015. Early adoption is
permitted. The standard may be applied prospectively to all awards granted or modified after the effective date or
retrospectively to all awards with performance targets that are outstanding as of the beginning of the earliest annual period
presented in the financial statements and to all new or modified awards thereafter. We plan to adopt the standard on its
required effective date of January 1, 2016 and do not expect the adoption of the standard to have a material effect on our
consolidated financial condition, results of operations or cash flows.

Measuring the Financial Assets and the Financial Liabilities of a Consolidated Collateralized Financing Entity
In August 2014, the FASB issued an accounting standard that allows a reporting entity to measure the financial assets and
financial liabilities of a qualifying consolidated collateralized financing entity using the fair value of either its financial assets or
financial liabilities, whichever is more observable.
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The standard is effective for interim and annual reporting periods beginning after December 15, 2015. Early adoption is
permitted. The standard may be applied retrospectively to all relevant prior periods presented starting with January 1, 2010 or
through a cumulative effect adjustment to retained earnings at the date of adoption. We plan to adopt the standard on its
required effective date of January 1, 2016 and are assessing the impact of the standard on our consolidated financial
condition, results of operations or cash flows

Consolidation: Amendments to the Consolidation Analysis
In February 2015, the FASB issued an accounting standard that affects reporting entities that are required to evaluate whether
they should consolidate certain legal entities. Specifically, the amendments modify the evaluation of whether limited
partnerships and similar legal entities are VIEs or voting interest entities; eliminate the presumption that a general partner
should consolidate a limited partnership; affect the consolidation analysis of reporting entities that are involved with VIEs,
particularly those that have fee arrangements and related party relationships; and provide a scope exception from
consolidation guidance for reporting entities with interests in legal entities that are required to comply with or operate in
accordance with requirements that are similar to those in Rule 2a-7 of the Investment Company Act of 1940 for registered
money market funds.
The standard is effective for interim and annual reporting periods beginning after December 15, 2015. Early adoption is
permitted, including adoption in an interim period. The standard may be applied retrospectively or through a cumulative effect
adjustment to retained earnings as of the beginning of the year of adoption. We plan to adopt the standard on its required
effective date of January 1, 2016 and are assessing the impact of the standard on our consolidated financial condition, results
of operations and cash flows.

3. SEGMENT INFORMATION
In the fourth quarter of 2014, we completed our previously announced reorganization and modified the presentation of our
financial results to reflect our new operating structure. The new operating structure includes two reportable segments –
Commercial Insurance and Consumer Insurance - and a Corporate and Other category. The Corporate and Other category
consists of businesses and items not allocated to our reportable segments.
Prior to the fourth quarter of 2014, AIG reported its results through two reportable segments – AIG Property Casualty and AIG
Life and Retirement. The AIG Property Casualty reportable segment had two operating segments – Commercial Insurance and
Consumer Insurance in addition to an AIG Property Casualty Other category. The AIG Life and Retirement reportable segment
had two operating segments – Retail and Institutional.
We evaluate performance based on revenues and pre-tax operating income (loss). Pre-tax operating income (loss) is derived
by excluding certain items from net income (loss) attributable to AIG. See the table below for the items excluded from pre-tax
operating income.
To align our financial reporting with the manner in which AIG’s chief operating decision makers review the businesses to
assess performance and make decisions about resources to be allocated, the Commercial and Consumer reportable
segments are presented as three operating segments for each reportable segment as follows:

Commercial Insurance
The Commercial Insurance segment is presented as three operating segments:
• Property Casualty – previously included as part of AIG Property Casualty’s Commercial operating segment
• Mortgage Guaranty – previously reported within the Corporate and Other Category
• Institutional Markets – previously reported in AIG Life and Retirement’s Institutional operating segment
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Property Casualty products are primarily distributed through a network of independent retail and wholesale brokers, and
through an independent agency network. Mortgage Guaranty products and services are provided to mortgage lenders
including mortgage banks, credit unions and finance agencies. Institutional Markets products are marketed primarily through
specialized marketing and consulting firms and structured settlement brokers.

Consumer Insurance
The Consumer Insurance segment is presented as three operating segments:
• Retirement – consists of the product lines Fixed Annuities, Retirement Income Solutions, Group Retirement, and Retail
Mutual Funds and Advisory Services, previously included in AIG Life and Retirement’s Retail and Institutional operating
segments.
• Life – consists of businesses previously included in AIG Life and Retirement’s Retail operating segment as well as the
international life business previously included in AIG Property Casualty’s Consumer operating segment.
• Personal Insurance – consists of Personal Lines and Accident & Health product lines previously reported as a component
of AIG Property Casualty’s Consumer operating segment.
Retirement and Life products are distributed through a unified multi-channel distribution network that includes banks, brokerdealers, independent marking organizations, financial advisors, independent insurance agents and career agents. Personal
insurance products are distributed primarily through agents and brokers, as well as through direct marketing and partner
organizations.
Investment income is allocated between the Property Casualty and Personal Insurance operating segments based on an
internal investment income allocation model. The model estimates investable funds based primarily on loss reserves and
allocated capital.
The run-off insurance businesses previously reported in AIG Property Casualty’s Other category are now presented in
Corporate and Other.

Corporate and Other
Our Corporate and Other includes results from:
• Direct Investment book
• Global Capital Markets
• Retained Interests, which represent the fair value gains or losses, prior to their sale in 2012, of the AIA Group Limited (AIA)
ordinary shares retained following the AIA initial public offering; the MetLife, Inc. (MetLife) securities that were received as
consideration from the sale of American Life Insurance Company (ALICO); and the fair value gains or losses, prior to the
FRBNY liquidation of Maiden Lane III LLC (ML III) assets, on the retained interest in ML III
• AIG Parent, Run-off Insurance Lines, and Other, and
• Aircraft Leasing through May 14, 2014, the date of our sale of ILFC.
Certain of our management activities, such as investment management, enterprise risk management, liquidity management
and capital management, and our balance sheet reporting, are conducted on a legal entity basis. We group our insurancerelated legal entities into two categories: Non-Life Insurance Companies, and Life Insurance Companies.
Non-Life Insurance Companies include the following major property casualty and mortgage guaranty companies: National
Union Fire Insurance Company of Pittsburgh, Pa.(National Union); American Home Assurance Company (American Home);
Lexington Insurance Company (Lexington); Fuji Fire and Marine Insurance Company Limited (Fuji Fire); American Home
Assurance Company, Ltd. (American Home Japan); AIG Asia Pacific Insurance, Pte, Ltd.; AIG Europe Limited and United
Guaranty Residential Insurance Company (UGRIC).
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Life Insurance Companies include the following major operating companies: American General Life Insurance Company
(American General Life); The Variable Annuity Life Insurance Company (VALIC); The United States Life Insurance Company
in the City of New York (U.S. Life) and AIG Fuji Life Insurance Company Limited (Fuji Life).
Prior periods have been revised to conform to the current period presentation for the above segment changes.
The following table presents AIG’s continuing operations by reportable segment:

(in millions)
2014
Commercial Insurance
Property Casualty
Mortgage Guaranty
Institutional Markets
Total Commercial Insurance
Consumer Insurance
Retirement
Life
Personal Insurance
Total Consumer Insurance
Corporate and Other
Direct Investment book
Global Capital Markets
*
AIG Parent and Other
Aircraft Leasing
Consolidation and elimination
Total Corporate and Other
AIG Consolidation and elimination
Total AIG Consolidated pre-tax operating income
Reconciling Items from pre-tax operating income to pre-tax income:
Changes in fair values of fixed maturity securities designated to
living benefit liabilities, net of interest expense
Changes in benefit reserves and DAC, VOBA and SIA related to
net realized capital gains
Loss on extinguishment of debt
Net realized capital gains
Income from divested businesses
Legal settlements related to legacy crisis matters
Legal reserves related to legacy crisis matters
Pre-tax income
2013
Commercial Insurance
Property Casualty
Mortgage Guaranty
Institutional Markets
Total Commercial Insurance
Consumer Insurance
Retirement
Life
Personal Insurance
Total Consumer Insurance
Corporate and Other
Direct Investment book
Global Capital Markets
*
AIG Parent and Other
Aircraft Leasing
Consolidation and elimination
Total Corporate and Other
AIG Consolidation and elimination
Total AIG Consolidated pre-tax operating income
Reconciling Items from pre-tax operating income to pre-tax income:
Changes in fair values of fixed maturity securities designated to
living benefit liabilities, net of interest expense
Changes in benefit reserves and DAC, VOBA and SIA related to
net realized capital gains
Other income (expense) - net
Loss on extinguishment of debt

Total
Revenues

$

$

$

$

$

Interest
Expense

25,183 $
1,042
2,576
28,801

4,298 $
138
1,957
6,393

9,784
6,321
12,364
28,469

6,489
2,199
394
9,082

23
7
2
32

1,479
474
2,960
(716)
4,197
(466)
61,001 $

700
700
(356)
15,819 $

218
1,598
(11)
1,805
(126)
1,718 $

260

260

739
1,602
804
64,406 $

16,079 $

1,718 $

25,108 $
941
2,813
28,862

4,431 $
132
2,090
6,653

8 $
1
9

9,431
6,397
12,832
28,660

6,628
2,269
455
9,352

3
4
3
10

1,825
833
1,908
(547)
4,019
(17)
61,524 $

309
309
(343)
15,971 $

353
2,112
(14)
2,451
(328)
2,142 $

(161)

(161)
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Net
Investment
Income

-

- $
7
7

-

Depreciation
and
Amortization

Pre-Tax
Operating
Income (Loss)

2,445 $
56
(215)
2,286

4,248
592
670
5,510

(231)
130
2,067
1,966

3,495
580
399
4,474

(40)
386
346
(181)
4,417 $

1,241
359
(1,989)
1
(388)
(22)
9,574

31
4,448

260

$

(217)
(2,282)
739
2,169
804
(546)
10,501

2,393 $
50
(160)
2,283

4,095
205
680
4,980

(165)
214
2,110
2,159

3,490
806
268
4,564

(80)
301
221
(26)
4,637 $

1,448
625
(2,396)
4
(319)
165
9,390

-

-

(161)

-

-

(1,608)
(72)
(651)
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Net realized capital gains
Loss from divested businesses
Legal settlements related to legacy crisis matters
Legal reserves related to legacy crisis matters
Pre-tax income
2012
Commercial Insurance
Property Casualty
Mortgage Guaranty
Institutional Markets
Total Commercial Insurance
Consumer Insurance
Retirement
Life
Personal Insurance
Total Consumer Insurance
Corporate and Other
Direct Investment book
Global Capital Markets
Retained Interest
*
AIG Parent and Other
Aircraft Leasing
Consolidation and elimination
Total Corporate and Other
AIG Consolidation and elimination
Total AIG Consolidated pre-tax operating income
Reconciling Items from pre-tax operating income to pre-tax income:
Changes in fair values of fixed maturity securities designated to
living benefit liabilities, net of interest expense
Changes in benefit reserves and DAC, VOBA and SIA related to
net realized capital gains
Loss on extinguishment of debt
Net realized capital gains
Loss from divested businesses
Legal settlements related to legacy crisis matters
Legal reserves related to legacy crisis matters
Non-qualifying derivative hedging gains, excluding net RCG
Pre-tax income

$

$

1,939
4,420
1,152
68,874 $

15,810 $

2,142 $

24,799 $
861
2,626
28,286

3,951 $
146
2,066
6,163

6 $
6

2,736 $
44
(40)
2,740

1,681
9
525
2,215

8,709
6,457
13,580
28,746

6,502
2,283
477
9,262

4
4

1
267
2,106
2,374

2,801
736
199
3,736

(121)
316
195
(2)
5,307 $

1,215
557
4,957
(2,724)
4,005
(18)
9,938

1,607
749
4,957
2,028
(405)
8,936
(589)
65,379 $

$

4,957
459
5,416
(535)
20,306 $

37

37

1,086
4,502
210
71,214 $

$

20,343 $

76
4,713

369
2,264
(27)
2,606
(297)
2,319 $

-

1,939
(177)
1,152
(444)
9,368

$

-

2,319 $

2,042
7,349

37
(1,213)
(32)
1,086
(6,411)
210
(754)
30
2,891

$

* Includes Run-off Insurance Lines and Other Businesses.

The following table presents AIG’s year-end identifiable assets and capital expenditures by reportable segment:
(in millions)

Total Non-Life Insurance Companies
Total Life Insurance Companies
Corporate and Other
Direct Investment book
Global Capital Markets
AIG Parent and Other
Aircraft Leasing*
Consolidation and Elimination
Total Corporate and Other
AIG Consolidation and Elimination
Total Assets
*

Year-End Identifiable Assets
2014
2013
$ 164,299
$ 168,738
301,295
287,464

$

15,263
3,270
91,277
49,584
159,394
(109,407)
515,581

$

23,541
6,406
88,270
39,313
34,031
191,561
(106,434)
541,329

2013 includes Aircraft Leasing assets classified as assets held-for-sale on the Consolidated Balance Sheets.
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Capital Expenditures
2014
2013
$
697
$
370
114
66

$

523
498
1,021
1,832

$

413
1,883
2,296
2,732
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The following table presents AIG’s consolidated total revenues and real estate and other fixed assets, net of
accumulated depreciation, by major geographic area:

(in millions)

U.S.
Asia Pacific
Other Foreign
Consolidated

$
$

Total Revenues*
2014
2013
44,274 $
46,078 $
7,523
8,804
12,609
13,992
64,406 $
68,874 $

2012
47,406
9,498
14,310
71,214

Real Estate and Other Fixed Assets,
Net of Accumulated Depreciation
2014
2013
2012
$
1,886 $
1,606 $
1,391
521
448
516
293
261
306
$
2,700 $
2,315 $
2,213

* Revenues are generally reported according to the geographic location of the reporting unit.

4. HELD-FOR-SALE CLASSIFICATION, DIVESTED BUSINESSES AND DISCONTINUED
OPERATIONS

Held-For-Sale Classification
We report a business as held for sale when management has approved or received approval to sell the business and is
committed to a formal plan, the business is available for immediate sale, the business is being actively marketed, the sale is
anticipated to occur during the next 12 months and certain other specified criteria are met. A business classified as held for
sale is recorded at the lower of its carrying amount or estimated fair value less cost to sell. If the carrying amount of the
business exceeds its estimated fair value, a loss is recognized. Depreciation and amortization expense is not recorded on
assets of a business after it is classified as held for sale. Assets and liabilities related to a business classified as held for sale
are segregated in the Consolidated Balance Sheets in the period in which the business is classified as held for sale.
The following table summarizes the components of ILFC assets and liabilities held-for-sale on the Consolidated
Balance Sheets at December 31, 2013:
December 31,
2013

(in millions)

Assets:
Equity securities
Mortgage and other loans receivable, net
Flight equipment primarily under operating leases, net of accumulated depreciation
Short-term investments
Cash
Premiums and other receivables, net of allowance
Other assets
Assets held for sale
Less: Loss accrual
Total assets held for sale
Liabilities:
Other liabilities
Long-term debt
Total liabilities held for sale

$

$
$
$

3
229
35,508
658
88
318
2,066
38,870
(9,334)
29,536
3,127
21,421
24,548

International Lease Finance Corporation
On May 14, 2014, we completed the sale of 100 percent of the common stock of ILFC to AerCap Ireland Limited, a wholly
owned subsidiary of AerCap, in exchange for total consideration of approximately $7.6 billion, including cash and 97.6 million
newly issued AerCap common shares, valued at approximately $4.6 billion based on AerCap’s closing price per share of
$47.01 on May 13, 2014. Net cash proceeds to AIG were $2.4 billion after the settlement of intercompany loans, and AIG
recorded pre-tax and after-tax gains of approximately $2.2 billion and $1.4 billion, respectively, for the year ended December
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31, 2014. In connection with the AerCap Transaction, we entered into a five-year credit agreement for a senior unsecured
revolving credit facility between AerCap Ireland Capital Limited, as borrower, and AIG Parent as lender (the Revolving Credit
Facility). The Revolving Credit Facility provides for an aggregate commitment of $1.0 billion and permits loans for general
corporate purposes after the closing of the AerCap Transaction. At December 31, 2014, no amounts were outstanding under
the Revolving Credit Facility.
As a result of the AerCap Transaction, we own approximately 46 percent of the outstanding common stock of AerCap. This
common stock is subject to certain restrictions as to the amount and timing of potential sales as set forth in the Stockholders’
Agreement and Registration Rights Agreement between AIG and AerCap. We account for our interest in AerCap using the
equity method of accounting. The difference between the carrying amount of our investment in AerCap common stock and our
share of the underlying equity in the net assets of AerCap was approximately $1.4 billion at December 31, 2014.
Approximately $0.4 billion of this difference was allocated to the assets and liabilities of AerCap based on their respective fair
values and is being amortized into income over the estimated lives of the related assets and liabilities. The remainder was
allocated to goodwill.
ILFC’s results of operations are reflected in Aircraft leasing revenue and Aircraft leasing expenses in the Consolidated
Statements of Income through the date of the completion of the sale. ILFC’s assets and liabilities were classified as held-forsale at December 31, 2013 in the Consolidated Balance Sheets.

Discontinued Operations
We report the results of operations of a business as discontinued operations if the business is classified as held for sale, the
operations and cash flows of the business have been or will be eliminated from our ongoing operations as a result of a
disposal transaction and we will not have any significant continuing involvement in the operations of the business after the
disposal transaction. The results of discontinued operations are reported in Discontinued Operations in the Consolidated
Statements of Income for current and prior periods commencing in the period in which the business meets the criteria of a
discontinued operation, and include any gain or loss recognized on closing or adjustment of the carrying amount to fair value
less cost to sell.
The results of operations for the following business is presented as discontinued operations in our Consolidated Statements of
Income.
In connection with the 2010 sale of American Life Insurance Company (ALICO) to MetLife, Inc. (MetLife), we
recognized the following income (loss) from discontinued operations:
Years Ended December 31,
(in millions)

Gain on sale
Income from discontinued operations, before income tax expense
Income tax expense
Income from discontinued operations, net of income tax expense

$

$

2014
23 $
23
73
(50) $

2013
150 $
150
66
84 $

2012
1
1
1

5. FAIR VALUE MEASUREMENTS

Fair Value Measurements on a Recurring Basis
We carry certain of our financial instruments at fair value. We define the fair value of a financial instrument as the amount that
would be received from the sale of an asset or paid to transfer a liability in an orderly transaction between market participants
at the measurement date. We are responsible for the determination of the value of the investments carried at fair value and the
supporting methodologies and assumptions.
The degree of judgment used in measuring the fair value of financial instruments generally inversely correlates with the level of
observable valuation inputs. We maximize the use of observable inputs and minimize the use of unobservable inputs when
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measuring fair value. Financial instruments with quoted prices in active markets generally have more pricing observability and
less judgment is used in measuring fair value. Conversely, financial instruments for which no quoted prices are available have
less observability and are measured at fair value using valuation models or other pricing techniques that require more
judgment. Pricing observability is affected by a number of factors, including the type of financial instrument, whether the
financial instrument is new to the market and not yet established, the characteristics specific to the transaction, liquidity and
general market conditions.

Fair Value Hierarchy
Assets and liabilities recorded at fair value in the Consolidated Balance Sheets are measured and classified in accordance
with a fair value hierarchy consisting of three “levels” based on the observability of valuation inputs:
• Level 1: Fair value measurements based on quoted prices (unadjusted) in active markets that we have the ability to access
for identical assets or liabilities. Market price data generally is obtained from exchange or dealer markets. We do not adjust
the quoted price for such instruments.
• Level 2: Fair value measurements based on inputs other than quoted prices included in Level 1 that are observable for the
asset or liability, either directly or indirectly. Level 2 inputs include quoted prices for similar assets and liabilities in active
markets, quoted prices for identical or similar assets or liabilities in markets that are not active, and inputs other than quoted
prices that are observable for the asset or liability, such as interest rates and yield curves that are observable at commonly
quoted intervals.
• Level 3: Fair value measurements based on valuation techniques that use significant inputs that are unobservable. Both
observable and unobservable inputs may be used to determine the fair values of positions classified in Level 3. The
circumstances for using these measurements include those in which there is little, if any, market activity for the asset or
liability. Therefore, we must make certain assumptions about the inputs a hypothetical market participant would use to value
that asset or liability. In certain cases, the inputs used to measure fair value may fall into different levels of the fair value
hierarchy. In such cases, the level in the fair value hierarchy within which the fair value measurement in its entirety falls is
determined based on the lowest level input that is significant to the fair value measurement in its entirety.
The following is a description of the valuation methodologies used for instruments carried at fair value. These methodologies
are applied to assets and liabilities across the levels discussed above, and it is the observability of the inputs used that
determines the appropriate level in the fair value hierarchy for the respective asset or liability.

Valuation Methodologies of Financial Instruments Measured at Fair Value

Incorporation of Credit Risk in Fair Value Measurements
• Our Own Credit Risk. Fair value measurements for certain liabilities incorporate our own credit risk by determining the
explicit cost for each counterparty to protect against its net credit exposure to us at the balance sheet date by reference to
observable AIG CDS or cash bond spreads. A derivative counterparty’s net credit exposure to us is determined based on
master netting agreements, when applicable, which take into consideration all derivative positions with us, as well as
collateral we post with the counterparty at the balance sheet date. We calculate the effect of these credit spread changes
using discounted cash flow techniques that incorporate current market interest rates.
• Counterparty Credit Risk. Fair value measurements for freestanding derivatives incorporate counterparty credit by
determining the explicit cost for us to protect against our net credit exposure to each counterparty at the balance sheet date
by reference to observable counterparty CDS spreads, when available. When not available, other directly or indirectly
observable credit spreads will be used to derive the best estimates of the counterparty spreads. Our net credit exposure to
a counterparty is determined based on master netting agreements, which take into consideration all derivative positions with
the counterparty, as well as collateral posted by the counterparty at the balance sheet date.
Fair values for fixed maturity securities based on observable market prices for identical or similar instruments implicitly
incorporate counterparty credit risk. Fair values for fixed maturity securities based on internal models incorporate counterparty
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credit risk by using discount rates that take into consideration cash issuance spreads for similar instruments or other
observable information.
The cost of credit protection is determined under a discounted present value approach considering the market levels for single
name CDS spreads for each specific counterparty, the mid market value of the net exposure (reflecting the amount of
protection required) and the weighted average life of the net exposure. CDS spreads are provided to us by an independent
third party. We utilize an interest rate based on the benchmark London Interbank Offered Rate (LIBOR) curve to derive our
discount rates.
While this approach does not explicitly consider all potential future behavior of the derivative transactions or potential future
changes in valuation inputs, we believe this approach provides a reasonable estimate of the fair value of the assets and
liabilities, including consideration of the impact of non-performance risk.

Fixed Maturity Securities
Whenever available, we obtain quoted prices in active markets for identical assets at the balance sheet date to measure fixed
maturity securities at fair value. Market price data is generally obtained from dealer markets.
We employ independent third-party valuation service providers to gather, analyze, and interpret market information to derive
fair value estimates for individual investments, based upon market-accepted methodologies and assumptions. The
methodologies used by these independent third-party valuation service providers are reviewed and understood by
management, through periodic discussion with and information provided by the independent third-party valuation service
providers. In addition, as discussed further below, control processes are applied to the fair values received from independent
third-party valuation service providers to ensure the accuracy of these values.
Valuation service providers typically obtain data about market transactions and other key valuation model inputs from multiple
sources and, through the use of market-accepted valuation methodologies, which may utilize matrix pricing, financial models,
accompanying model inputs and various assumptions, provide a single fair value measurement for individual securities. The
inputs used by the valuation service providers include, but are not limited to, market prices from completed transactions for
identical securities and transactions for comparable securities, benchmark yields, interest rate yield curves, credit spreads,
prepayment rates, default rates, currency rates, quoted prices for similar securities and other market-observable information,
as applicable. If fair value is determined using financial models, these models generally take into account, among other things,
market observable information as of the measurement date as well as the specific attributes of the security being valued,
including its term, interest rate, credit rating, industry sector, and when applicable, collateral quality and other security or
issuer-specific information. When market transactions or other market observable data is limited, the extent to which judgment
is applied in determining fair value is greatly increased.
We have control processes designed to ensure that the fair values received from independent third-party valuation service
providers are accurately recorded, that their data inputs and valuation techniques are appropriate and consistently applied and
that the assumptions used appear reasonable and consistent with the objective of determining fair value. We assess the
reasonableness of individual security values received from independent third-party valuation service providers through various
analytical techniques, and have procedures to escalate related questions internally and to the independent third-party
valuation service providers for resolution. To assess the degree of pricing consensus among various valuation service
providers for specific asset types, we conduct comparisons of prices received from available sources. We use these
comparisons to establish a hierarchy for the fair values received from independent third-party valuation service providers to be
used for particular security classes. We also validate prices for selected securities through reviews by members of
management who have relevant expertise and who are independent of those charged with executing investing transactions.
When our independent third-party valuation service providers are unable to obtain sufficient market observable information
upon which to estimate the fair value for a particular security, fair value is determined either by requesting brokers who are
knowledgeable about these securities to provide a price quote, which is generally non-binding, or by employing market
accepted valuation models. Broker prices may be based on an income approach, which converts expected future cash flows to
a single present value amount, with specific consideration of inputs relevant to particular security types. For structured
securities, such inputs may include ratings, collateral types, geographic concentrations, underlying loan vintages, loan
delinquencies and defaults, prepayments, and weighted average coupons and maturities. When the volume or level of market
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activity for a security is limited, certain inputs used to determine fair value may not be observable in the market. Broker prices
may also be based on a market approach that considers recent transactions involving identical or similar securities. Fair values
provided by brokers are subject to similar control processes to those noted above for fair values from independent third-party
valuation service providers, including management reviews. For those corporate debt instruments (for example, private
placements) that are not traded in active markets or that are subject to transfer restrictions, valuations reflect illiquidity and
non-transferability, based on available market evidence. When observable price quotations are not available, fair value is
determined based on discounted cash flow models using discount rates based on credit spreads, yields or price levels of
comparable securities, adjusted for illiquidity and structure. Fair values determined internally are also subject to management
review to ensure that valuation models and related inputs are reasonable.
The methodology above is relevant for all fixed maturity securities including residential mortgage backed securities (RMBS),
commercial mortgage backed securities (CMBS), collateralized debt obligations (CDO), other asset-backed securities (ABS)
and fixed maturity securities issued by government sponsored entities and corporate entities.

Equity Securities Traded in Active Markets
Whenever available, we obtain quoted prices in active markets for identical assets at the balance sheet date to measure equity
securities at fair value. Market price data is generally obtained from exchange or dealer markets.

Mortgage and Other Loans Receivable
We estimate the fair value of mortgage and other loans receivable that are measured at fair value by using dealer quotations,
discounted cash flow analyses and/or internal valuation models. The determination of fair value considers inputs such as
interest rate, maturity, the borrower’s creditworthiness, collateral, subordination, guarantees, past-due status, yield curves,
credit curves, prepayment rates, market pricing for comparable loans and other relevant factors.

Other Invested Assets
We initially estimate the fair value of investments in certain hedge funds, private equity funds and other investment
partnerships by reference to the transaction price. Subsequently, we generally obtain the fair value of these investments from
net asset value information provided by the general partner or manager of the investments, the financial statements of which
are generally audited annually. We consider observable market data and perform certain control procedures to validate the
appropriateness of using the net asset value as a fair value measurement. The fair values of other investments carried at fair
value, such as direct private equity holdings, are initially determined based on transaction price and are subsequently
estimated based on available evidence such as market transactions in similar instruments, other financing transactions of the
issuer and other available financial information for the issuer, with adjustments made to reflect illiquidity as appropriate.

Short-term Investments
For short-term investments that are measured at amortized cost, the carrying amounts of these assets approximate fair values
because of the relatively short period of time between origination and expected realization, and their limited exposure to credit
risk. Securities purchased under agreements to resell (reverse repurchase agreements) are generally treated as collateralized
receivables. We report certain receivables arising from securities purchased under agreements to resell as Short-term
investments in the Consolidated Balance Sheets. When these receivables are measured at fair value, we use marketobservable interest rates to determine fair value.

Separate Account Assets
Separate account assets are composed primarily of registered and unregistered open-end mutual funds that generally trade
daily and are measured at fair value in the manner discussed above for equity securities traded in active markets.
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Freestanding Derivatives
Derivative assets and liabilities can be exchange-traded or traded over-the-counter (OTC). We generally value exchangetraded derivatives such as futures and options using quoted prices in active markets for identical derivatives at the balance
sheet date.
OTC derivatives are valued using market transactions and other market evidence whenever possible, including market-based
inputs to models, model calibration to market clearing transactions, broker or dealer quotations or alternative pricing sources
with reasonable levels of price transparency. When models are used, the selection of a particular model to value an OTC
derivative depends on the contractual terms of, and specific risks inherent in the instrument, as well as the availability of pricing
information in the market. We generally use similar models to value similar instruments. Valuation models require a variety of
inputs, including contractual terms, market prices and rates, yield curves, credit curves, measures of volatility, prepayment
rates and correlations of such inputs. For OTC derivatives that trade in liquid markets, such as generic forwards, swaps and
options, model inputs can generally be corroborated by observable market data by correlation or other means, and model
selection does not involve significant management judgment.
For certain OTC derivatives that trade in less liquid markets, where we generally do not have corroborating market evidence to
support significant model inputs and cannot verify the model to market transactions, the transaction price may provide the best
estimate of fair value. Accordingly, when a pricing model is used to value such an instrument, the model is adjusted so the
model value at inception equals the transaction price. We will update valuation inputs in these models only when corroborated
by evidence such as similar market transactions, independent third-party valuation service providers and/or broker or dealer
quotations, or other empirical market data. When appropriate, valuations are adjusted for various factors such as liquidity,
bid/offer spreads and credit considerations. Such adjustments are generally based on available market evidence. In the
absence of such evidence, management’s best estimate is used.

Embedded Policy Derivatives
Certain variable annuity and equity-indexed annuity and life contracts contain embedded policy derivatives that we bifurcate
from the host contracts and account for separately at fair value, with changes in fair value recognized in earnings. These
embedded derivatives are classified within Policyholder contract deposits. We have concluded these contracts contain
(i) written option guarantees on minimum accumulation value, (ii) a series of written options that guarantee withdrawals from
the highest anniversary value within a specific period or for life, or (iii) equity-indexed written options that meet the criteria of
derivatives that must be bifurcated.
The fair value of embedded policy derivatives contained in certain variable annuity and equity-indexed annuity and life
contracts is measured based on actuarial and capital market assumptions related to projected cash flows over the expected
lives of the contracts. These cash flow estimates primarily include benefits and related fees assessed, when applicable, and
incorporate expectations about policyholder behavior. Estimates of future policyholder behavior are subjective and based
primarily on our historical experience.
With respect to embedded policy derivatives in our variable annuity contracts, because of the dynamic and complex nature of
the expected cash flows, risk neutral valuations are used. Estimating the underlying cash flows for these products involves
judgments regarding expected market rates of return, market volatility, correlations of market variables to funds, fund
performance, discount rates and policyholder behavior. The portion of fees attributable to the fair value of expected benefit
payments are included within the fair value measurement of these embedded policy derivatives and related fees are classified
in net realized gain/loss as collected consistent with other changes in the fair value of these embedded policy derivatives. Any
additional fees not attributed to the embedded derivative are excluded from the fair value measurement and classified in policy
fees as collected.
With respect to embedded policy derivatives in our equity-indexed annuity and life contracts, option pricing models are used to
estimate fair value, taking into account assumptions for future equity index growth rates, volatility of the equity index, future
interest rates, and determinations on adjusting the participation rate and the cap on equity-indexed credited rates in light of
market conditions and policyholder behavior assumptions. These methodologies incorporate an explicit risk margin to take into
consideration market participant estimates of projected cash flows and policyholder behavior.
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We also incorporate our own risk of non-performance in the valuation of the embedded policy derivatives associated with
variable annuity and equity-indexed annuity and life contracts. Expected cash flows are discounted using the interest rate
swap curve (swap curve), which is commonly viewed as being consistent with the credit spreads for highly-rated financial
institutions (S&P AA-rated or above). A swap curve shows the fixed-rate leg of a non-complex swap against the floating rate
(for example, LIBOR) leg of a related tenor. The non-performance risk adjustment reflects a market participant’s view of our
claims-paying ability by incorporating an additional spread to the swap curve used to value embedded policy derivatives.

Super Senior Credit Default Swap Portfolio
We value CDS transactions written on the super senior risk layers of designated pools of debt securities or loans using internal
valuation models, third-party price estimates and market indices. The principal market was determined to be the market in
which super senior CDSs of this type and size would be transacted, or have been transacted, with the greatest volume or level
of activity. We have determined that the principal market participants, therefore, would consist of other large financial
institutions who participate in sophisticated over-the-counter derivatives markets. The specific valuation methodologies vary
based on the nature of the referenced obligations and availability of market prices.
The valuation of the super senior credit derivatives is complex because of the limited availability of market observable
information due to the lack of trading and price transparency in certain structured finance markets. These market conditions
have increased the reliance on management estimates and judgments in arriving at an estimate of fair value for financial
reporting purposes. Further, disparities in the valuation methodologies employed by market participants and the varying
judgments reached by such participants when assessing volatile markets have increased the likelihood that the various parties
to these instruments may arrive at significantly different estimates of their fair values.
Our valuation methodologies for the super senior CDS portfolio have evolved over time in response to market conditions and
the availability of market observable information. We have sought to calibrate the methodologies to available market
information and to review the assumptions of the methodologies on a regular basis.
Multi-sector CDO portfolios: We use a modified version of the Binomial Expansion Technique (BET) model to value our
CDS portfolio written on super senior tranches of multi-sector CDOs of ABS. The BET model was developed in 1996 by a
major rating agency to generate expected loss estimates for CDO tranches and derive a credit rating for those tranches, and
remains widely used.
We have adapted the BET model to estimate the price of the super senior risk layer or tranche of the CDO. We modified the
BET model to imply default probabilities from market prices for the underlying securities and not from rating agency
assumptions. To generate the estimate, the model uses the price estimates for the securities comprising the portfolio of a CDO
as an input and converts those estimates to credit spreads over current LIBOR-based interest rates. These credit spreads are
used to determine implied probabilities of default and expected losses on the underlying securities. This data is then
aggregated and used to estimate the expected cash flows of the super senior tranche of the CDO.
Prices for the individual securities held by a CDO are obtained in most cases from the CDO collateral managers, to the extent
available. CDO collateral managers provided market prices for 49 percent and 46 percent of the underlying securities used in
the valuation at December 31, 2014 and 2013. When a price for an individual security is not provided by a CDO collateral
manager, we derive the price through a pricing matrix using prices from CDO collateral managers for similar securities. Matrix
pricing is a mathematical technique used principally to value debt securities without relying exclusively on quoted prices for the
specific securities, but rather by relying on the relationship of the security to other benchmark quoted securities. Substantially
all of the CDO collateral managers who provided prices used dealer prices for all or part of the underlying securities, in some
cases supplemented by independent third-party valuation service providers.
The BET model also uses diversity scores, weighted average lives, recovery rates and discount rates. We employ a Monte
Carlo simulation to assist in quantifying the effect on the valuation of the CDO of the unique aspects of the CDO’s structure
such as triggers that divert cash flows to the most senior part of the capital structure. The Monte Carlo simulation is used to
determine whether an underlying security defaults in a given simulation scenario and, if it does, the security’s implied random
default time and expected loss. This information is used to project cash flow streams and to determine the expected losses of
the portfolio.
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In addition to calculating an estimate of the fair value of the super senior CDO security referenced in the CDSs using our
internal model, we also consider the price estimates for the super senior CDO securities provided by third parties, including
counterparties to these transactions, to validate the results of the model and to determine the best available estimate of fair
value. In determining the fair value of the super senior CDO security referenced in the CDSs, we use a consistent process that
considers all available pricing data points and eliminates the use of outlying data points. When pricing data points are within a
reasonable range an averaging technique is applied.
Corporate debt/Collateralized loan obligation (CLO) portfolios: For CDSs written on portfolios of investment-grade
corporate debt, we use a mathematical model that produces results that are closely aligned with prices received from third
parties. This methodology uses the current market credit spreads of the names in the portfolios along with the base
correlations implied by the current market prices of comparable tranches of the relevant market traded credit indices as inputs.
We estimate the fair value of our obligations resulting from CDSs written on CLOs to be equivalent to the par value less the
current market value of the referenced obligation. Accordingly, the value is determined by obtaining third-party quotations on
the underlying super senior tranches referenced under the CDS contract.

Long-Term Debt
The fair value of non-structured liabilities is generally determined by using market prices from exchange or dealer markets,
when available, or discounting expected cash flows using the appropriate discount rate for the applicable maturity. We
determine the fair value of structured liabilities and hybrid financial instruments (where performance is linked to structured
interest rates, inflation or currency risks) using the appropriate derivative valuation methodology (described above) given the
nature of the embedded risk profile. In addition, adjustments are made to the valuations of both non-structured and structured
liabilities to reflect our own creditworthiness based on the methodology described under the caption “Incorporation of Credit
Risk in Fair Value Measurements – Our Own Credit Risk” above.
Borrowings under obligations of guaranteed investment agreements (GIAs), which are guaranteed by us, are recorded at fair
value using discounted cash flow calculations based on interest rates currently being offered for similar contracts and our
current market observable implicit credit spread rates with maturities consistent with those remaining for the contracts being
valued. Obligations may be called at various times prior to maturity at the option of the counterparty. Interest rates on these
borrowings are primarily fixed, vary by maturity and range up to 8.5 percent.

Other Liabilities
Other liabilities measured at fair value include certain securities sold under agreements to repurchase and certain securities
sold but not yet purchased. Liabilities arising from securities sold under agreements to repurchase are generally treated as
collateralized borrowings. We estimate the fair value of liabilities arising under these agreements by using market-observable
interest rates. This methodology considers such factors as the coupon rate, yield curves and other relevant factors. Fair values
for securities sold but not yet purchased are based on current market prices.

Assets and Liabilities Measured at Fair Value on a Recurring Basis
The following table presents information about assets and liabilities measured at fair value on a recurring basis and
indicates the level of the fair value measurement based on the observability of the inputs used:
December 31, 2014
Level 1

(in millions)

Level 2

Counterparty

Cash

Netting(a)

Collateral

Level 3

Total

Assets:
Bonds available for sale:
U.S. government and government sponsored entities
Obligations of states, municipalities and political subdivisions
Non-U.S. governments
Corporate debt

$

322 $
-

2,670 $
25,500

- $

- $

2,159

-

$

-

-

2,992
27,659

742

20,323

30

-

-

21,095

-

142,550

1,883

-

-

144,433
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RMBS

-

20,715

16,805

-

-

37,520

CMBS

-

10,189

2,696

-

-

12,885

CDO/ABS

-

7,165

6,110

-

-

13,275

1,064

229,112

29,683

-

-

259,859

Total bonds available for sale
Other bond securities:
U.S. government and government sponsored entities

130

5,368

-

-

-

5,498

Obligations of states, municipalities and political subdivisions

-

122

-

-

-

122

Non-U.S. governments

-

2

-

-

-

2

Corporate debt

-

719

-

-

-

719

RMBS

-

989

1,105

-

-

2,094

CMBS

-

708

369

-

-

1,077

CDO/ABS

-

2,751

7,449

-

-

10,200

130

10,659

8,923

-

-

19,712

Common stock

3,626

2

1

-

-

3,629

Preferred stock

25

-

-

-

-

25

738

3

-

-

-

741

4,389

5

1

-

-

4,395

1,024

25

-

-

-

1,049

Mortgage and other loans receivable

-

-

6

-

-

6

Other invested assets

2

3,742

5,650

-

-

9,394

2

3,729

12

-

-

3,743

-

839

1

-

-

840

98

58

51

-

-

207

Commodity contracts

-

-

-

-

-

-

Credit contracts

-

-

4

-

-

4

Other contracts

-

-

31

Counterparty netting and cash collateral

-

-

-

(2,102)

(1,119)

(3,221)

100

4,626

99

(2,102)

(1,119)

1,604

584

1,100

-

-

-

1,684

73,939

6,097

-

-

-

80,036

Total other bond securities
Equity securities available for sale:

Mutual funds
Total equity securities available for sale
Other equity securities

Derivative assets:
Interest rate contracts

(b)

Foreign exchange contracts

(b)

Equity contracts

Total derivative assets
Short-term investments
Separate account assets
Other assets
Total

-

-

-

-

-

-

31

-

-

$

81,232 $

255,366 $

44,362

$

(2,102) $

(1,119) $

377,739

$

- $

52 $

1,509

$

1,561

Liabilities:
Policyholder contract deposits

- $

- $

-

8

-

-

-

8

Interest rate contracts

-

3,047

86

-

-

3,133

Foreign exchange contracts

-

1,482

9

-

-

1,491

Equity contracts

-

98

4

-

-

102

Commodity contracts

-

6

-

-

-

6

Credit contracts

-

-

982

-

-

982

Other contracts

-

-

90

Counterparty netting and cash collateral

-

-

-

(2,102)

(1,429)

(3,531)

(2,102)

(1,429)

2,273

Other policyholder funds
Derivative liabilities:

Total derivative liabilities

-

-

-

4,633

1,171

Long-term debt

-

5,253

213

-

-

Other liabilities

34

316

-

-

-

Total

$

34 $

10,262 $

2,893

Level 2

Level 3

December 31, 2013
Level 1

(in millions)

$

(2,102) $

90

5,466
350

(1,429) $

Counterparty

Cash

Netting(a)

Collateral

9,658
Total

Assets:
Bonds available for sale:
U.S. government and government sponsored entities

$

133 $

- $

- $

-

28,300

1,080

-

-

29,380

508

21,985

16

-

-

22,509

Obligations of states, municipalities and political subdivisions
Non-U.S. governments
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Corporate debt

-

143,297

1,255

-

-

144,552

RMBS

-

21,207

14,941

-

-

36,148

CMBS

-

5,747

5,735

-

-

11,482

CDO/ABS

-

4,034

6,974

-

-

11,008

641

227,632

30,001

-

-

258,274

Total bonds available for sale
Other bond securities:
U.S. government and government sponsored entities

78

5,645

-

-

-

5,723

Obligations of states, municipalities and political subdivisions

-

121

-

-

-

121

Non-U.S. governments

-

2

-

-

-

2

Corporate debt

-

1,169

-

-

-

1,169

RMBS

-

1,326

937

-

-

2,263

CMBS

-

509

844

-

-

1,353

CDO/ABS

-

3,158

8,834

-

-

11,992

78

11,930

10,615

-

-

22,623
3,219

Total other bond securities
Equity securities available for sale:
Common stock

3,218

-

1

-

-

Preferred stock

-

27

-

-

-

27

408

2

-

-

-

410

3,626

29

1

-

-

3,656

750

84

-

-

-

834

Mortgage and other loans receivable

-

-

-

-

-

-

Other invested assets

1

2,667

5,930

-

-

8,598

14

3,716

41

-

-

3,771

-

52

-

-

-

52

151

106

49

-

-

306

Mutual funds
Total equity securities available for sale
Other equity securities

Derivative assets:
Interest rate contracts
Foreign exchange contracts
Equity contracts
Commodity contracts

-

-

1

-

-

1

Credit contracts

-

-

55

-

-

55

Other contracts

-

1

33

Counterparty netting and cash collateral

-

-

-

(1,734)

(820)

165

3,875

179

(1,734)

(820)

332

5,981

-

-

-

6,313

67,708

3,351

-

-

-

71,059

-

418

-

-

-

Total derivative assets
Short-term investments
Separate account assets
Other assets
Total

-

-

34
(2,554)
1,665

418

$

73,301 $

255,967 $

46,726

$

(1,734) $

(820) $

373,440

$

- $

72 $

312

$

- $

- $

384

Liabilities:
Policyholder contract deposits
Derivative liabilities:
Interest rate contracts

-

3,661

141

-

-

Foreign exchange contracts

-

319

-

-

-

319

Equity contracts

-

101

-

-

-

101

Commodity contracts

-

5

-

-

-

5

Credit contracts

-

-

1,335

-

-

1,335

Other contracts

-

25

142

Counterparty netting and cash collateral

-

-

-

(1,734)

(1,484)

-

4,111

1,618

(1,734)

(1,484)

-

6,377

370

Total derivative liabilities
Long-term debt
Other liabilities
Total

42
$

42 $

891
11,451 $

-

-

2,300

$

(1,734) $

-

(1,484) $

(a) Represents netting of derivative exposures covered by qualifying master netting agreements.
(b) Effective April 1, 2014, we reclassified cross-currency swaps from Interest Rate contracts to Foreign exchange contracts. This change was applied
prospectively.
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Transfers of Level 1 and Level 2 Assets and Liabilities
Our policy is to record transfers of assets and liabilities between Level 1 and Level 2 at their fair values as of the end of each
reporting period, consistent with the date of the determination of fair value. Assets are transferred out of Level 1 when they are
no longer transacted with sufficient frequency and volume in an active market. Conversely, assets are transferred from Level 2
to Level 1 when transaction volume and frequency are indicative of an active market. During the years ended December 31,
2014 and 2013, we transferred $590 million and $944 million, respectively, of securities issued by Non-U.S. government
entities from Level 1 to Level 2, because they are no longer considered actively traded. For similar reasons, during the years
ended December 31, 2014 and 2013, we transferred $107 million and $356 million, respectively, of securities issued by the
U.S. government and government-sponsored entities from Level 1 to Level 2. There were no material transfers from Level 2 to
Level 1 during the years ended December 31, 2014 and 2013.

Changes in Level 3 Recurring Fair Value Measurements
The following tables present changes during the years ended December 31, 2014 and 2013 in Level 3 assets and
liabilities measured at fair value on a recurring basis, and the realized and unrealized gains (losses) related to the
Level 3 assets and liabilities in the Consolidated Balance Sheets at December 31, 2014 and 2013:
Net

Changes in

Realized and

Unrealized Gains

Unrealized

(in millions)

Purchases,

(Losses) Included

Fair Value

Gains (Losses)

Other

Sales,

Gross

Gross

Fair Value

in Income on

Beginning

Included

Comprehensive

Issues and

Transfers

Transfers

End

Instruments Held

of Year

in Income

Income (Loss)

Settlements, Net

In

Out

of Year

at End of Year

December 31, 2014
Assets:
Bonds available for sale:
Obligations of states, municipalities
and political subdivisions

$

Non-U.S. governments

1,080

$

-

$

233

$

1

1,255

12

19

(257)

RMBS

14,941

1,012

53

CMBS

5,735

69

243

CDO/ABS

6,974

86

30,001

RMBS
CMBS

Corporate debt

Total bonds available for sale

(1)

914

16

$

9

119

$

(187) $

2,159

$

-

8

(3)

30

-

1,363

(509)

1,883

-

796

120

(117)

16,805

-

85

83

(3,519)

2,696

-

(38)

1,545

2,488

(4,945)

6,110

-

1,180

509

3,092

4,181

(9,280)

29,683

-

937

40

-

97

51

(20)

1,105

844

(6)

-

(141)

124

(452)

369

Other bond securities:

CDO/ABS
Total other bond securities

(13)
(7)

8,834

1,098

-

(1,805)

271

(949)

7,449

318

10,615

1,132

-

(1,849)

446

(1,421)

8,923

298

Equity securities available for sale:
Common stock

1

-

-

(1)

2

(1)

1

-

Preferred stock

-

-

-

-

-

-

-

-

Mutual funds

-

-

-

-

1

(1)

-

-

Total equity securities available for sale

1

-

-

(1)

3

(2)

1

-

Mortgage and other loans receivable

-

-

-

6

-

-

6

-

5,930

150

398

Other invested assets
Total

$

46,547

$

2,462

$

907

(83)
$

1,165

167
$

4,797

$

(16) $

-

$

(912)

5,650

(11,615) $

44,263

$

298

-

(1,509)

$

(218)

Liabilities:
Policyholder contract deposits

$

(312) $

(1,127) $

(54) $

-

$

Derivative liabilities, net:
Interest rate contracts
Foreign exchange contracts
Equity contracts
Commodity contracts

(100)

(10)

-

39

-

(3)

(74)

-

2

-

(10)

-

-

(8)

49

21

-

(18)

48

(1)

-

1
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-

(53)
-

47
-

(10)
3
13
(1)
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Credit contracts

(1,280)

263

-

39

-

-

(978)

Other contracts

(109)

99

53

(103)

1

-

(59)

82

(1,439)

374

53

(53)

49

(56)

(1,072)

355

37

(70)

96

(32) $

(21) $

40

Total derivative liabilities, net*
Long-term debt
Total

(370)
$

94

(2,121) $

-

(659) $

(1) $

(213)
$

(2,794)

15
$

152

Net

Changes in

Realized and

Unrealized Gains

Unrealized

(in millions)

268

Purchases,

(Losses) Included

Fair Value

Gains (Losses)

Other

Sales,

Gross

Gross

Fair Value

in Income on

Beginning

Included

Comprehensive

Issues and

Transfers

Transfers

End

Instruments Held

of Year

in Income

Income (Loss)

Settlements, Net

In

Out

of Year

at End of Year

December 31, 2013
Assets:
Bonds available for sale:
Obligations of states, municipalities
and political subdivisions

$

Non-U.S. governments

1,024

$

29

$

(175) $

403

$

$

(201) $

1,080

-

(1)

1,487

8

(19)

RMBS

11,662

867

466

1,818

CMBS

5,124

24

100

375

CDO/ABS

4,841

161

9

1,946

24,152

1,089

380

4,369

-

-

-

-

-

-

-

396

66

-

208

267

-

937

Corporate debt

Total bonds available for sale

3

-

14

(176)

$

-

1

(1)

16

-

450

(495)

1,255

-

186

(58)

14,941

-

161

(49)

5,735

-

901

(884)

6,974

-

1,699

(1,688)

30,001

-

Other bond securities:
Corporate debt
RMBS
CMBS

(2)

812

67

-

(200)

279

(114)

844

29

8,536

1,527

-

(2,044)

843

(28)

8,834

681

9,744

1,660

-

(2,036)

1,389

(142)

10,615

708

Common stock

24

7

(8)

(22)

-

-

1

-

Preferred stock

44

-

3

(47)

-

-

-

-

Total equity securities available for sale

68

7

(5)

(69)

-

-

1

-

Mortgage and other loans receivable

-

-

-

-

-

-

-

CDO/ABS
Total other bond securities
Equity securities available for sale:

Other invested assets
Total

5,389

208

-

237

$

39,353

$

2,964

$

$

(1,257) $

744

$

612

64

344

$

2,328

$

3,432

$

(1) $

202

$

-

$

(312)

5,930

(2,142) $

46,547

$

708

$

104

Liabilities:
Policyholder contract deposits

-

$

(312)

Derivative liabilities, net:
Interest rate contracts
Foreign exchange contracts
Equity contracts
Commodity contracts

-

-

-

47

74

-

(1,991)

Other contracts
Total derivatives liabilities, net*
Long-term debt

*

19

-

1

Credit contracts

Total

732

(20)

-

-

-

-

1

-

-

-

-

-

567

-

144

-

-

(162)

42

15

(2)

(2)

702

15

(729)

(1)

(53)

38

(2)

75

(3) $

22

(2,974) $

(137)
1,309

$

14

$

(489) $

Total Level 3 derivative exposures have been netted in these tables for presentation purposes only.
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(100)

(53)

(1,373)
(344)
$

(851)

35

-

-

49

30

1

(1)

(1,280)

-

711

(109)

7

(1,439)

782

(370)
$

(2,121)

(30)
$

856
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Net realized and unrealized gains and losses included in income related to Level 3 assets and liabilities shown above
are reported in the Consolidated Statements of Income as follows:
Net
Investment
Income

(in millions)

December 31, 2014
Bonds available for sale
Other bond securities
Equity securities available for sale
Other invested assets
Policyholder contract deposits
Derivative liabilities, net
Long-term debt
December 31, 2013
Bonds available for sale
Other bond securities
Equity securities available for sale
Other invested assets
Policyholder contract deposits
Derivative liabilities, net
Long-term debt

Net Realized
Capital
Gains (Losses)

Other
Income

Total

$

1,236 $
95
175
68
-

(107) $
(28)
(1,127)
8
-

51 $
1,037
3
298
94

1,180
1,132
150
(1,127)
374
94

$

997 $
187
210
39
-

(17) $
9
7
(42)
744
43
-

109 $
1,464
40
620
(137)

1,089
1,660
7
208
744
702
(137)

The following table presents the gross components of purchases, sales, issues and settlements, net, shown above:
Purchases,
Sales, Issues and
Purchases

(in millions)

Sales

Settlements

Settlements, Net(a)

December 31, 2014
Assets:
Bonds available for sale:
Obligations of states, municipalities and political subdivisions

$

1,041 $

(35) $

(92) $

12

-

(3)

148

(8)

(397)

RMBS

3,301

(124)

(2,381)

CMBS

368

(224)

(59)

85

2,760

(70)

(1,145)

1,545

7,630

(461)

(4,077)

3,092

RMBS

211

(31)

(83)

97

CMBS

-

(16)

(125)

(141)

55

(21)

(1,839)

(1,805)

266

(68)

(2,047)

(1,849)
(1)

Non-U.S. governments
Corporate debt

CDO/ABS
Total bonds available for sale

914
9
(257)
796

Other bond securities:

CDO/ABS
Total other bond securities
Equity securities available for sale

-

-

(1)

Mortgage and other loans receivable

6

-

-

Other invested assets

776

Total assets

$

(25)

(834)

8,678 $

(554) $

(6,959) $

- $

(149) $

6
(83)
1,165

Liabilities:
Policyholder contract deposits

133 $

(16)

Derivative liabilities, net

$

2

(3)

(52)

(53)

Long-term debt(b)

-

-

37

Total liabilities

$

2 $

(152) $

$

541 $

(138) $

9

-

118 $

37
(32)

December 31, 2013
Assets:
Bonds available for sale:
Obligations of states, municipalities and political subdivisions
Non-U.S. governments
240

- $
(6)

403
3
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Corporate debt

487

(114)

(549)

RMBS

4,424

(266)

(2,340)

CMBS

1,023

(188)

(460)

375

CDO/ABS

2,662

(159)

(557)

1,946

9,146

(865)

(3,912)

4,369

Total bonds available for sale

(176)
1,818

Other bond securities:
Corporate debt

-

RMBS

350

CMBS
CDO/ABS
Total other bond securities
Equity securities available for sale
Other invested assets
Total assets

$

(12)

-

-

(130)

208

24

(71)

(153)

(200)

353

(72)

(2,325)

(2,044)

727

(155)

(2,608)

(2,036)

58

(12)

(115)

(69)

882

(9)

(809)

10,813 $

(1,041) $

- $

(26) $

(7,444) $

64
2,328

Liabilities:
Policyholder contract deposits

$

Derivative liabilities, net

10

Long-term debt(b)

-

Total liabilities

$

10 $

(1)
(27) $

228 $

202

(738)

(729)

38
(472) $

38
(489)

(a) There were no issuances during the years ended December 31, 2014 and 2013.
(b) Includes GIAs, notes, bonds, loans and mortgages payable.

Both observable and unobservable inputs may be used to determine the fair values of positions classified in Level 3 in the
tables above. As a result, the unrealized gains (losses) on instruments held at December 31, 2014 and 2013 may include
changes in fair value that were attributable to both observable (e.g., changes in market interest rates) and unobservable
(e.g., changes in unobservable long-dated volatilities) inputs.

Transfers of Level 3 Assets and Liabilities
We record transfers of assets and liabilities into or out of Level 3 at their fair values as of the end of each reporting period,
consistent with the date of the determination of fair value. As a result, the Net realized and unrealized gains (losses) included
in income or other comprehensive income and as shown in the table above excludes $22 million of net gains and $15 million
of net losses related to assets and liabilities transferred into Level 3 during 2014 and 2013, respectively, and includes
$62 million and $44 million of net gains related to assets and liabilities transferred out of Level 3 during 2014 and 2013,
respectively.
Transfers of Level 3 Assets
During the years ended December 31, 2014 and 2013, transfers into Level 3 assets primarily included certain investments in
private placement corporate debt, RMBS, CMBS, CDO/ABS, and investments in hedge funds. Transfers of private placement
corporate debt and certain ABS into Level 3 assets were primarily the result of limited market pricing information that required
us to determine fair value for these securities based on inputs that are adjusted to better reflect our own assumptions
regarding the characteristics of a specific security or associated market liquidity. The transfers of investments in RMBS, CMBS
and CDO and certain ABS into Level 3 assets were due to decreases in market transparency and liquidity for individual
security types. Certain investments in hedge funds were transferred into Level 3 due to these investments now being carried at
fair value and no longer being accounted for using the equity method of accounting due to a change in percentage ownership,
or as a result of limited market activity due to fund-imposed redemption restrictions.
During the years ended December 31, 2014 and 2013, transfers out of Level 3 assets primarily included CMBS, CDO/ABS,
RMBS, certain investments in municipal securities, private placement and other corporate debt, and investments in hedge
funds. Transfers of certain investments in municipal securities, corporate debt, RMBS, CMBS and CDO/ABS out of Level 3
assets were based on consideration of market liquidity as well as related transparency of pricing and associated observable
inputs for these investments. Transfers of certain investments in private placement corporate debt and certain ABS out of
Level 3 assets were primarily the result of using observable pricing information that reflects the fair value of those securities
without the need for adjustment based on our own assumptions regarding the characteristics of a specific security or the
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current liquidity in the market. The transfers of certain hedge fund investments out of Level 3 assets were primarily the result of
easing of certain fund-imposed redemption restrictions.
Transfers of Level 3 Liabilities
There were no significant transfers of derivative or other liabilities into or out of Level 3 for the years ended December 31,
2014 and 2013.

Quantitative Information about Level 3 Fair Value Measurements
The table below presents information about the significant unobservable inputs used for recurring fair value
measurements for certain Level 3 instruments, and includes only those instruments for which information about the
inputs is reasonably available to us, such as data from independent third-party valuation service providers and from
internal valuation models. Because input information from third-parties with respect to certain Level 3 instruments
(primarily CDO/ABS) may not be reasonably available to us, balances shown below may not equal total amounts
reported for such Level 3 assets and liabilities:
Fair Value at
December 31,
2014

Valuation
Technique

Unobservable Input(a)

Range
(Weighted Average )(a)

1,178

Discounted cash flow

Yield(b)

3.9% - 4.62% (4.26%)

1,145

Discounted cash flow

Yield(b)

3.46% - 8.75% (6.10%)

17,353

Discounted cash flow

Constant prepayment rate(c)
Loss severity(c)
Constant default rate(c)
Yield(c)

0.59% - 9.35% (4.97%)
46.04% - 79.56% (62.80%)
3.67% - 9.96% (6.82%)
2.67% - 6.64% (4.65%)

Certain CDO/ABS

5,282

Discounted cash flow

Constant prepayment rate(c)
Loss severity(c)
Constant default rate(c)
Yield(c)

6.40% - 12.80% (9.20%)
42.90% - 60.30% (51.90%)
2.50% - 14.70% (7.80%)
4.70% - 9.70% (7.10%)

CMBS

2,687

Discounted cash flow

Yield(b)

0.00% - 17.29% (6.06%)

279

Binomial Expansion
Technique (BET)

1,509

Discounted cash flow

Equity implied volatility(b)
Base lapse rate(b)
Dynamic lapse rate(b)
Mortality rate(b)
Utilization rate(b)

6.00% - 39.00%
1.00% - 40.00%
0.20% - 60.00%
0.10% - 35.00%
0.50% - 30.00%

791

BET

Recovery rate(b)

5.00% - 23.00% (13.00%)

(in millions)

Assets:
Obligations of states,
municipalities and
political subdivisions
Corporate debt

RMBS

CDO/ABS - Direct
Investment Book

$

Recovery rate(b)
7.00% - 36.00% (21.00%)
Diversity score(b)
5 - 27 (12)
Weighted average life(b) 0.25 - 10.49 years (3.93 years)

Liabilities:
Policyholder contract
deposits

Total derivative
liabilities, net
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Diversity score(b)
8 - 25 (13)
Weighted average life(b) 2.67 - 10.49 years (4.65 years)
Fair Value at
December 31,
2013

Valuation
Technique

Unobservable Input(a)

Range
(Weighted Average )(a)

920

Discounted cash flow

Yield(b)

4.94% - 5.86% (5.40%)

788

Discounted cash flow

Yield(b)

0.00% - 14.29% (6.64%)

14,419

Discounted cash flow

Constant prepayment rate(c)
Loss severity(c)
Constant default rate(c)
Yield(c)

0.00% - 10.35% (4.97%)
42.60% - 79.07% (60.84%)
3.98% - 12.22% (8.10%)
2.54% - 7.40% (4.97%)

Certain CDO/ABS(d)

5,414

Discounted cash flow

Constant prepayment rate(c)
Loss severity(c)
Constant default rate(c)
Yield(c)

5.20% - 10.80% (8.20%)
48.60% - 63.40% (56.40%)
3.20% - 16.20% (9.00%)
5.20% - 11.50% (9.40%)

CMBS

5,847

Discounted cash flow

Yield(b)

0.00% - 14.69% (5.58%)

557

Binomial Expansion
Technique (BET)

Recovery rate(b)
Diversity score(b)
Weighted average life(b)

6.00% - 63.00% (25.00%)
5 - 35 (12)
1.07 - 9.47 years (4.86 years)

Policyholder contract
deposits

312

Discounted cash flow

Equity implied volatility(b)
Base lapse rate(b)
Dynamic lapse rate(b)
Mortality rate(b)
Utilization rate(b)

6.00% - 39.00%
1.00% - 40.00%
0.20% - 60.00%
0.50% - 40.00%
0.50% - 25.00%

Total derivative
liabilities, net

996

BET

Recovery rate(b)
Diversity score(b)
Weighted average life(b)

5.00% - 34.00% (17.00%)
9 - 32 (13)
4.50 - 9.47 years (5.63 years)

(in millions)

Assets:
Obligations of states,
municipalities and
political subdivisions
Corporate debt

RMBS

CDO/ABS - Direct
Investment Book

$

Liabilities:

(a) The unobservable inputs and ranges for the constant prepayment rate, loss severity and constant default rate relate to each of the individual underlying
mortgage loans that comprise the entire portfolio of securities in the RMBS and CDO securitization vehicles and not necessarily to the securitization vehicle
bonds (tranches) purchased by us. The ranges of these inputs do not directly correlate to changes in the fair values of the tranches purchased by us because
there are other factors relevant to the fair values of specific tranches owned by us including, but not limited to, purchase price, position in the waterfall, senior
versus subordinated position and attachment points.
(b) Represents discount rates, estimates and assumptions that we believe would be used by market participants when valuing these assets and liabilities.
(c) Information received from third-party valuation service providers.

The ranges of reported inputs for Corporate debt, RMBS, CDO/ABS, and CMBS valued using a discounted cash flow
technique consist of plus/minus one standard deviation in either direction from the value-weighted average. The preceding
table does not give effect to our risk management practices that might offset risks inherent in these investments.
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Sensitivity to Changes in Unobservable Inputs
We consider unobservable inputs to be those for which market data is not available and that are developed using the best
information available to us about the assumptions that market participants would use when pricing the asset or liability.
Relevant inputs vary depending on the nature of the instrument being measured at fair value. The following is a general
description of sensitivities of significant unobservable inputs along with interrelationships between and among the significant
unobservable inputs and their impact on the fair value measurements. The effect of a change in a particular assumption in the
sensitivity analysis below is considered independently of changes in any other assumptions. In practice, simultaneous changes
in assumptions may not always have a linear effect on the inputs discussed below. Interrelationships may also exist between
observable and unobservable inputs. Such relationships have not been included in the discussion below. For each of the
individual relationships described below, the inverse relationship would also generally apply.

Corporate Debt
Corporate debt securities included in Level 3 are primarily private placement issuances that are not traded in active markets or
that are subject to transfer restrictions. Fair value measurements consider illiquidity and non-transferability. When observable
price quotations are not available, fair value is determined based on discounted cash flow models using discount rates based
on credit spreads, yields or price levels of publicly-traded debt of the issuer or other comparable securities, considering
illiquidity and structure. The significant unobservable input used in the fair value measurement of corporate debt is the yield.
The yield is affected by the market movements in credit spreads and U.S. Treasury yields. In addition, the migration in credit
quality of a given security generally has a corresponding effect on the fair value measurement of the security. For example, a
downward migration of credit quality would increase spreads. Holding U.S. Treasury rates constant, an increase in corporate
credit spreads would decrease the fair value of corporate debt.

RMBS and Certain CDO/ABS
The significant unobservable inputs used in fair value measurements of RMBS and certain CDO/ABS valued by third-party
valuation service providers are constant prepayment rates (CPR), loss severity, constant default rates (CDR), and yield. A
change in the assumptions used for the probability of default will generally be accompanied by a corresponding change in the
assumption used for the loss severity and an inverse change in the assumption used for prepayment rates. In general,
increases in CPR, loss severity, CDR, and yield, in isolation, would result in a decrease in the fair value measurement.
Changes in fair value based on variations in assumptions generally cannot be extrapolated because the relationship between
the directional change of each input is not usually linear.

CMBS

The significant unobservable input used in fair value measurements for CMBS is the yield. Prepayment assumptions for each
mortgage pool are factored into the yield. CMBS generally feature a lower degree of prepayment risk than RMBS because
commercial mortgages generally contain a penalty for prepayment. In general, increases in the yield would decrease the fair
value of CMBS.

CDO/ABS – Direct Investment book
The significant unobservable inputs used for certain CDO/ABS securities valued using the BET are recovery rates, diversity
score, and the weighted average life of the portfolio. An increase in recovery rates and diversity score will increase the fair
value of the portfolio. An increase in the weighted average life will decrease the fair value.
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Policyholder contract deposits
Embedded derivatives within Policyholder contract deposits relate to guaranteed minimum withdrawal benefits (GMWB) within
variable annuity products and certain enhancements to interest crediting rates based on market indices within index annuities
and guaranteed investment contracts (GICs). GMWB represents our largest exposure of these embedded derivatives,
although the carrying amount of the liability fluctuates based on the performance of the equity markets and therefore, at a point
in time, can be low relative to the exposure. The principal unobservable input used for GMWBs and embedded derivatives in
index annuities measured at fair value is equity implied volatility. For GMWBs, other significant unobservable inputs include
base and dynamic lapse rates, mortality rates, and utilization rates. Lapse, mortality, and utilization rates may vary significantly
depending upon age groups and duration. In general, increases in volatility and utilization rates will increase the fair value of
the liability associated with GMWB, while increases in lapse rates and mortality rates will decrease the fair value of the liability.
Significant unobservable inputs used in valuing embedded derivatives within GICs include long-term forward interest rates and
foreign exchange rates. Generally, the embedded derivative liability for GICs will increase as interest rates decrease or if the
U.S. dollar weakens compared to the euro.

Derivative liabilities – credit contracts
The significant unobservable inputs used for Derivatives liabilities – credit contracts are recovery rates, diversity scores, and
the weighted average life of the portfolio. AIG non-performance risk is also considered in the measurement of the liability.
An increase in recovery rates and diversity score will decrease the fair value of the liability. An increase in the weighted
average life will increase the fair value measurement of the liability.

Investments in Certain Entities Carried at Fair Value Using Net Asset Value per Share
The following table includes information related to our investments in certain other invested assets, including private
equity funds, hedge funds and other alternative investments that calculate net asset value per share (or its
equivalent). For these investments, which are measured at fair value on a recurring basis, we use the net asset value
per share as a practical expedient to measure fair value.
December 31, 2014

(in millions)

Fair Value
Using Net
Asset Value
Per Share (or
its equivalent)

Investment Category Includes

December 31, 2013
Fair Value
Using Net
Asset Value
Per Share (or
its equivalent)

Unfunded
Commitments

Unfunded
Commitments

Investment Category
Private equity funds:
Leveraged buyout

Real Estate /
Infrastructure

Venture capital

Distressed

Other

Debt and/or equity investments made as part of a
transaction in which assets of mature companies are
acquired from the current shareholders, typically with the
use of financial leverage

2,275 $

450

$

2,544 $

578

Investments in real estate properties and infrastructure
positions, including power plants and other energy
generating facilities

384

227

346

86

Early-stage, high-potential, growth companies expected to
generate a return through an eventual realization event,
such as an initial public offering or sale of the company

121

26

140

13

Securities of companies that are in default, under
bankruptcy protection, or troubled

164

43

183

34

Includes multi-strategy, mezzanine, and other strategies

Total private equity funds
Hedge funds:
Event-driven

$

Securities of companies undergoing material structural
changes, including mergers, acquisitions and other

245

216

234

134

238

3,160

980

3,347

949

1,109

-

976

2
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reorganizations
Long-short

Macro

Distressed

Emerging markets

Other

Securities that the manager believes are undervalued,
with corresponding short positions to hedge market risk

2,428

1

1,759

11

Investments that take long and short positions in financial
instruments based on a top-down view of certain
economic and capital market conditions

498

-

612

-

Securities of companies that are in default, under
bankruptcy protection or troubled

731

5

594

15

Investments in the financial markets of developing
countries

308

-

287

-

Includes multi-strategy, relative value, and other strategies

Total hedge funds
$

Total

125

-

157

-

5,199

6

4,385

28

8,359 $

986

$

7,732 $

977

Private equity fund investments included above are not redeemable, as distributions from the funds will be received when
underlying investments of the funds are liquidated. Private equity funds are generally expected to have 10-year lives at their
inception, but these lives may be extended at the fund manager’s discretion, typically in one or two-year increments. At
December 31, 2014, assuming average original expected lives of 10 years for the funds, 72 percent of the total fair value using
net asset value per share (or its equivalent) presented above would have expected remaining lives of three years or less, 18
percent between four and six years and 10 percent between seven and 10 years.
The hedge fund investments included above are generally redeemable monthly (14 percent), quarterly (49 percent), semiannually (15 percent) and annually (22 percent), with redemption notices ranging from one day to 180 days. At December 31,
2014, however, investments representing approximately 43 percent of the total fair value of the hedge fund investments cannot
be redeemed, either in whole or in part, because the investments include various contractual restrictions. The majority of these
contractual restrictions, which may have been put in place at the fund’s inception or thereafter, have pre-defined end dates and
are generally expected to be lifted by the end of 2015. The fund investments for which redemption is restricted only in part
generally relate to certain hedge funds that hold at least one investment that the fund manager deems to be illiquid.

Fair Value Option
Under the fair value option, we may elect to measure at fair value financial assets and financial liabilities that are not otherwise
required to be carried at fair value. Subsequent changes in fair value for designated items are reported in earnings. We elect
the fair value option for certain hybrid securities given the complexity of bifurcating the economic components associated with
the embedded derivatives. Refer to Note 11 for additional information related to embedded derivatives.
Additionally, beginning in the third quarter of 2012 we elected the fair value option for certain alternative investments when
such investments are eligible for this election. We believe this measurement basis is consistent with the applicable accounting
guidance used by the respective investment company funds themselves. Refer to Note 6 herein for additional information.
The following table presents the gains or losses recorded related to the eligible instruments for which we elected the
fair value option:
Years Ended December 31,
2014

(in millions)

Assets:
Mortgage and other loans receivable
Bond and equity securities
Other securities – ML II interest
Other securities – ML III interest
Retained interest in AIA
Alternative investments(a)
Other, including Short-term investments

$

246

2,099
313
10

Gain (Loss)
2013
$

3
1,667
360
11

2012
$

47
2,339
246
2,888
2,069
36
20
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Liabilities:
Long-term debt(b)
Other liabilities
Total gain

$

(269)
(13)
2,140 $

327
(15)
2,353 $

(681)
(33)
6,931

(a) Includes certain hedge funds, private equity funds and other investment partnerships.
(b) Includes GIAs, notes, bonds and mortgages payable.

Interest income and dividend income on assets measured under the fair value option are recognized and included in Net
investment income in the Consolidated Statements of Income with the exception of activity within AIG’s Corporate and Other
category, which is included in Other income. Interest expense on liabilities measured under the fair value option is reported in
Other Income in the Consolidated Statements of Income. See Note 6 herein for additional information about our policies for
recognition, measurement, and disclosure of interest and dividend income and interest expense.
During 2014, 2013 and 2012, we recognized losses of $32 million, $54 million and $641 million, respectively, attributable to the
observable effect of changes in credit spreads on our own liabilities for which the fair value option was elected. We calculate
the effect of these credit spread changes using discounted cash flow techniques that incorporate current market interest rates,
our observable credit spreads on these liabilities and other factors that mitigate the risk of nonperformance such as cash
collateral posted.
The following table presents the difference between fair values and the aggregate contractual principal amounts of
mortgage and other loans receivable and long-term borrowings for which the fair value option was elected:
December 31, 2014
Outstanding
Fair Value
Principal Amount Difference

(in millions)

Assets:
Mortgage and other loans receivable
Liabilities:
Long-term debt*
*

December 31, 2013
Outstanding
Fair Value Principal Amount Difference

$

6

$

4

$

2

$

-

$

-

$

-

$

5,466

$

4,101

$

1,365

$

6,747

$

5,231

$

1,516

Includes GIAs, notes, bonds, loans and mortgages payable.

There were no mortgage or other loans receivable for which the fair value option was elected that were 90 days or more past
due or in non-accrual status at December 31, 2014 or 2013.

FAIR VALUE MEASUREMENTS ON A NON-RECURRING BASIS
We measure the fair value of certain assets on a non-recurring basis, generally quarterly, annually or when events or changes
in circumstances indicate that the carrying amount of the assets may not be recoverable. These assets include cost and
equity-method investments, investments in life settlements, collateral securing foreclosed loans and real estate and other fixed
assets, goodwill and other intangible assets. See Note 6 herein for additional information about how we test various asset
classes for impairment.
The following table presents assets measured at fair value on a non-recurring basis at the time of impairment and the
related impairment charges recorded during the periods presented:
Assets at Fair Value

Impairment Charges

Non-Recurring Basis
Level 1

(in millions)
December 31, 2014
Other investments

$

134 $

112 $

151

537

201

971

309

Other assets

-

-

1

1

7

31

342 $

1,114 $

-

$

790

$

790

-

$

1,328

$

1,328

-

$

1,615

$

1,615

December 31, 2013
Other investments
Investments in life settlements

$

-

-

896
247

896

$

2012

537

$

$

2013

-

-

-

2014

Total

$

-

December 31,

Level 3

Investments in life settlements
Total

$

Level 2

$

11
471
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Other assets
Total

$

-

11
$

11

48
$

2,559

59
$

2,570

FAIR VALUE INFORMATION ABOUT FINANCIAL INSTRUMENTS NOT MEASURED AT FAIR VALUE
Information regarding the estimation of fair value for financial instruments not carried at fair value (excluding insurance
contracts and lease contracts) is discussed below:
• Mortgage and other loans receivable: Fair values of loans on real estate and other loans receivable are estimated for
disclosure purposes using discounted cash flow calculations based on discount rates that we believe market participants
would use in determining the price that they would pay for such assets. For certain loans, our current incremental lending
rates for similar types of loans are used as the discount rates, because we believe this rate approximates the rates market
participants would use. The fair values of policy loans are generally estimated based on unpaid principal amount as of each
reporting date or, in some cases, based on the present value of the loans using a discounted cash flow model. No
consideration is given to credit risk because policy loans are effectively collateralized by the cash surrender value of the
policies.
• Other invested assets: The majority of Other invested assets that are not measured at fair value represent investments in
life settlements. The fair value of investments in life settlements is determined using a discounted cash flow methodology
that incorporates the best available market assumptions for longevity as well as market yields based on reported
transactions. Due to the individual life nature of each investment in life settlements and the illiquidity of the existing market,
significant inputs to the fair value are unobservable.
• Cash and short-term investments: The carrying amounts of these assets approximate fair values because of the
relatively short period of time between origination and expected realization, and their limited exposure to credit risk.
• Policyholder contract deposits associated with investment-type contracts: Fair values for policyholder contract
deposits associated with investment-type contracts not accounted for at fair value are estimated using discounted cash flow
calculations based on interest rates currently being offered for similar contracts with maturities consistent with those of the
contracts being valued. When no similar contracts are being offered, the discount rate is the appropriate swap rate (if
available) or current risk-free interest rate consistent with the currency in which the cash flows are denominated. To
determine fair value, other factors include current policyholder account values and related surrender charges and other
assumptions include expectations about policyholder behavior and an appropriate risk margin.
• Other liabilities: The majority of Other liabilities that are financial instruments not measured at fair value represent secured
financing arrangements, including repurchase agreements. The carrying amounts of these liabilities approximate fair value,
because the financing arrangements are short-term and are secured by cash or other liquid collateral.
• Long-term debt: Fair values of these obligations were determined by reference to quoted market prices, when available
and appropriate, or discounted cash flow calculations based upon our current market-observable implicit-credit-spread rates
for similar types of borrowings with maturities consistent with those remaining for the debt being valued.
The following table presents the carrying amounts and estimated fair values of our financial instruments not
measured at fair value and indicates the level in the fair value hierarchy of the estimated fair value measurement
based on the observability of the inputs used:
Level 1

(in millions)

December 31, 2014
Assets:
Mortgage and other loans receivable
Other invested assets
Short-term investments
Cash
Liabilities:
Policyholder contract deposits associated
with investment-type contracts
Other liabilities

$

- $
1,758
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Estimated Fair Value
Level 2
Level 3

449 $
593
9,559
-

244
1,120

26,157 $
2,882
-

119,268
-

Total

Carrying
Value

26,606 $
3,475
9,559
1,758

24,984
4,352
9,559
1,758

119,512
1,120

106,395
1,120
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Long-term debt
December 31, 2013
Assets:
Mortgage and other loans receivable
Other invested assets
Short-term investments
Cash
Liabilities:
Policyholder contract deposits associated
with investment-type contracts
Other liabilities
Long-term debt

-

$

- $
2,241

-

24,749

219 $
529
15,304
-

199
4,869
36,239

2,932

21,418 $
2,705
-

114,361
1
2,394

27,681

25,751

21,637 $
3,234
15,304
2,241

20,765
4,194
15,304
2,241

114,560
4,870
38,633

105,093
4,869
34,946

6. INVESTMENTS
Fixed Maturity and Equity Securities
Bonds held to maturity are carried at amortized cost when we have the ability and positive intent to hold these securities until
maturity. When we do not have the ability or positive intent to hold bonds until maturity, these securities are classified as
available for sale or are measured at fair value at our election. None of our fixed maturity securities met the criteria for held to
maturity classification at December 31, 2014 or 2013.
Fixed maturity and equity securities classified as available for sale are carried at fair value. Unrealized gains and losses from
available for sale investments in fixed maturity and equity securities are reported as a separate component of Accumulated
other comprehensive income, net of deferred policy acquisition costs and deferred income taxes, in shareholders’ equity.
Realized and unrealized gains and losses from fixed maturity and equity securities measured at fair value at our election are
reflected in Net investment income (for insurance subsidiaries) or Other income (for Corporate and Other). Investments in fixed
maturity and equity securities are recorded on a trade-date basis.
Premiums and discounts arising from the purchase of bonds classified as available for sale are treated as yield adjustments
over their estimated holding periods, until maturity, or call date, if applicable. For investments in certain RMBS, CMBS and
CDO/ABS, (collectively, structured securities), recognized yields are updated based on current information regarding the timing
and amount of expected undiscounted future cash flows. For high credit quality structured securities, effective yields are
recalculated based on actual payments received and updated prepayment expectations, and the amortized cost is adjusted to
the amount that would have existed had the new effective yield been applied since acquisition with a corresponding charge or
credit to net investment income. For structured securities that are not high credit quality, effective yields are recalculated and
adjusted prospectively based on changes in expected undiscounted future cash flows. For purchased credit impaired (PCI)
securities, at acquisition, the difference between the undiscounted expected future cash flows and the recorded investment in
the securities represents the initial accretable yield, which is to be accreted into net investment income over the securities’
remaining lives on a level-yield basis. Subsequently, effective yields recognized on PCI securities are recalculated and
adjusted prospectively to reflect changes in the contractual benchmark interest rates on variable rate securities and any
significant increases in undiscounted expected future cash flows arising due to reasons other than interest rate changes.
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Securities Available for Sale
The following table presents the amortized cost or cost and fair value of our available for sale securities:
Other-ThanAmortized

Gross

Gross

Cost or

Unrealized

Unrealized

Fair

Impairments

Cost

Gains

Losses

Value

in AOCI(a)

(in millions)

Temporary

December 31, 2014
Bonds available for sale:
U.S. government and government sponsored entities

$

Obligations of states, municipalities and political subdivisions

2,806

$

25,979

Non-U.S. governments

204 $
1,729

(18) $
(49)

2,992 $
27,659

(13)

20,280

966

(151)

21,095

-

134,961

10,594

(1,122)

144,433

64

RMBS

34,377

3,435

(292)

37,520

1,767

CMBS

12,129

815

(59)

12,885

215

CDO/ABS

12,775

628

(128)

13,275

47

59,281

4,878

(479)

63,680

2,029

243,307

18,371

(1,819)

259,859

2,080

Common stock

1,185

2,461

(17)

3,629

-

Preferred stock

21

4

25

-

724

54

(37)

741

-

1,930

2,519

(54)

4,395

(1,873) $

264,254 $

Corporate debt
Mortgage-backed, asset-backed and collateralized:

Total mortgage-backed, asset-backed and collateralized
Total bonds available for sale(b)
Equity securities available for sale:

Mutual funds
Total equity securities available for sale
Total

$

245,237

$

3,084

$

20,890 $

-

2,080

December 31, 2013
Bonds available for sale:
U.S. government and government sponsored entities

$

Obligations of states, municipalities and political subdivisions

28,704

Non-U.S. governments
Corporate debt

150 $
1,122

(39) $
(446)

3,195 $
29,380

(15)

22,045

822

(358)

22,509

-

139,461

7,989

(2,898)

144,552

74

Mortgage-backed, asset-backed and collateralized:
RMBS

33,520

3,101

(473)

36,148

1,670

CMBS

11,216

558

(292)

11,482

125

CDO/ABS

10,501

649

(142)

11,008

62

55,237

4,308

(907)

58,638

1,857

248,531

14,391

(4,648)

258,274

1,916

Common stock

1,280

1,953

(14)

3,219

-

Preferred stock

24

4

(1)

27

-

422

12

(24)

410

-

1,726

1,969

(39)

3,656

(4,687) $

261,930 $

Total mortgage-backed, asset-backed and collateralized
Total bonds available for sale(b)
Equity securities available for sale:

Mutual funds
Total equity securities available for sale
Total

$

250,257

$

16,360 $

1,916

(a) Represents the amount of other-than-temporary impairment losses recognized in Accumulated other comprehensive income. Amount includes unrealized
gains and losses on impaired securities relating to changes in the value of such securities subsequent to the impairment measurement date.
(b) At December 31, 2014 and 2013, bonds available for sale held by us that were below investment grade or not rated totaled $35.1 billion and $32.6 billion,
respectively.
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Securities Available for Sale in a Loss Position
The following table summarizes the fair value and gross unrealized losses on our available for sale securities,
aggregated by major investment category and length of time that individual securities have been in a continuous
unrealized loss position:
Less than 12 Months
Gross
Fair
Unrealized
Value
Losses

(in millions)

December 31, 2014
Bonds available for sale:
U.S. government and government sponsored entities
Obligations of states, municipalities and political
subdivisions
Non-U.S. governments
Corporate debt
RMBS
CMBS
CDO/ABS
Total bonds available for sale
Equity securities available for sale:
Common stock
Mutual funds
Total equity securities available for sale
Total
December 31, 2013
Bonds available for sale:
U.S. government and government sponsored entities
Obligations of states, municipalities and political
subdivisions
Non-U.S. governments
Corporate debt
RMBS
CMBS
CDO/ABS
Total bonds available for sale
Equity securities available for sale:
Common stock
Preferred stock
Mutual funds
Total equity securities available for sale
Total

$

526

$

5

12 Months or More
Gross
Fair
Unrealized
Value
Losses

$

281

$

13

Total
Fair
Value

$

807 $

Gross
Unrealized
Losses

18

495
1,606
12,132
4,621
220
3,857
23,457

9
42
450
109
1
50
666

794
1,690
11,570
3,996
2,087
1,860
22,278

40
109
672
183
58
78
1,153

1,289
3,296
23,702
8,617
2,307
5,717
45,735

49
151
1,122
292
59
128
1,819

$

88
280
368
23,825

$

16
37
53
719

2
64
66
$ 22,344

$

1
1
1,154

$

90
344
434
46,169 $

17
37
54
1,873

$

1,101

$

34

$

$

5

$

1,143 $

39

$

42

6,134
4,102
38,495
8,543
3,191
2,845
64,411

379
217
2,251
349
176
62
3,468

376
710
4,926
1,217
1,215
915
9,401

67
141
647
124
116
80
1,180

6,510
4,812
43,421
9,760
4,406
3,760
73,812

446
358
2,898
473
292
142
4,648

96
5
369
470
64,881

14
1
24
39
3,507

9,401

1,180

96
5
369
470
74,282 $

14
1
24
39
4,687

$

$

$

$

At December 31, 2014, we held 6,394 and 118 individual fixed maturity and equity securities, respectively, that were in an
unrealized loss position, of which 2,123 individual fixed maturity securities were in a continuous unrealized loss position for
longer than 12 months. We did not recognize the unrealized losses in earnings on these fixed maturity securities at December
31, 2014, because we neither intend to sell the securities nor do we believe that it is more likely than not that we will be
required to sell these securities before recovery of their amortized cost basis. For fixed maturity securities with significant
declines, we performed fundamental credit analysis on a security-by-security basis, which included consideration of credit
enhancements, expected defaults on underlying collateral, review of relevant industry analyst reports and forecasts and other
available market data.
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Contractual Maturities of Fixed Maturity Securities Available for Sale
The following table presents the amortized cost and fair value of fixed maturity securities available for sale by
contractual maturity:
Total Fixed Maturity Securities
Available for Sale
Amortized Cost
Fair Value
$
9,821 $
9,975
48,352
50,873
62,685
65,889
63,168
69,442
59,281
63,680
$
243,307 $
259,859

December 31, 2014
(in millions)

Due in one year or less
Due after one year through five years
Due after five years through ten years
Due after ten years
Mortgage-backed, asset-backed and collateralized
Total

Fixed Maturity Securities Available
for Sale in a Loss Position
Amortized Cost
Fair Value
$
637 $
620
6,669
6,529
12,873
12,338
10,255
9,607
17,120
16,641
$
47,554 $
45,735

Actual maturities may differ from contractual maturities because certain borrowers have the right to call or prepay certain
obligations with or without call or prepayment penalties.
The following table presents the gross realized gains and gross realized losses from sales or maturities of our
available for sale securities:

(in millions)

Fixed maturity securities
Equity securities
Total

$
$

Years Ended December 31,
2014
2013
2012
Gross
Gross
Gross
Gross
Gross
Gross
Realized
Realized
Realized
Realized Realized Realized
Gains
Losses
Gains
Losses
Gains
Losses
703 $
118 $
2,634 $
202 $ 2,778
$ 171
135
24
130
19
515
31
838 $
142 $
2,764 $
221 $ 3,293
$ 202

For the years ended December 31, 2014, 2013 and 2012, the aggregate fair value of available for sale securities sold was
$25.3 billion, $35.9 billion and $40.3 billion, which resulted in net realized capital gains of $0.7 billion, $2.5 billion and $3.1
billion, respectively.

Other Securities Measured at Fair Value
The following table presents the fair value of other securities measured at fair value based on our election of the fair
value option:
December 31, 2014
Fair
Percent
Value
of Total

(in millions)

Fixed maturity securities:
U.S. government and government sponsored entities
Obligations of states, territories and political subdivisions
Non-U.S. governments
Corporate debt
Mortgage-backed, asset-backed and collateralized:
RMBS
CMBS
CDO/ABS and other collateralized(a)
Total mortgage-backed, asset-backed and collateralized
Other
Total fixed maturity securities
Equity securities
Total

$

$

5,498
122
2
719

27 %
1
3

2,094
1,077
10,200
13,371
19,712
1,049
20,761

10
5
49
64
95
5
100 %

December 31, 2013
Fair
Percent
Value
of Total
$

$

(a) Includes $0.9 billion and $1.0 billion of U.S. Government agency backed ABS at December 31, 2014 and 2013, respectively.
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5,723
121
2
1,169

24 %
1
5

2,263
1,353
11,985
15,601
7
22,623
834
23,457

10
6
51
67
97
3
100 %
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Other Invested Assets
The following table summarizes the carrying amounts of other invested assets:
December 31,
(in millions)

(a)

$

Alternative investments
Mutual funds
(b)
Investment real estate
(c)
Aircraft asset investments
Investments in life settlements
Investment in AerCap
All other investments
Total

$

2014
19,656
3,612
651
3,753
4,972
1,874
34,518

$

$

2013
19,709
85
3,113
763
3,601
1,388
28,659

(a) Includes hedge funds, private equity funds, affordable housing partnerships, and other investment partnerships.
(b) Net of accumulated depreciation of $315 million and $513 million in 2014 and 2013, respectively.
(c) Consists primarily of investments in aircraft equipment held in consolidated trusts.

Other Invested Assets Carried at Fair Value
Certain hedge funds, private equity funds, affordable housing partnerships and other investment partnerships for which we
have elected the fair value option are reported at fair value with changes in fair value recognized in Net investment income
with the exception of investments of AIG’s Corporate and Other category, for which such changes are reported in Other
income. Other investments in hedge funds, private equity funds, affordable housing partnerships and other investment
partnerships in which our insurance operations do not hold aggregate interests sufficient to exercise more than minor influence
over the respective partnerships are reported at fair value with changes in fair value recognized as a component of
Accumulated other comprehensive income. These investments are subject to other-than-temporary impairment evaluations
(see discussion below on evaluating equity investments for other-than-temporary impairment). The gross unrealized loss
recorded in Other comprehensive income on such investments was $56 million and $15 million at December 31, 2014 and
2013, respectively, the majority of which pertains to investments in private equity funds and hedge funds that have been in
continuous unrealized loss positions for less than 12 months.

Other Invested Assets – Equity Method Investments
We account for hedge funds, private equity funds, affordable housing partnerships and other investment partnerships using the
equity method of accounting unless our interest is so minor that we may have virtually no influence over partnership operating
and financial policies, or we have elected the fair value option. Under the equity method of accounting, our carrying amount
generally is our share of the net asset value of the funds or the partnerships, and changes in our share of the net asset values
are recorded in Net investment income with the exception of investments of AIG’s Corporate and Other category, for which
such changes are reported in Other income. In applying the equity method of accounting, we consistently use the most
recently available financial information provided by the general partner or manager of each of these investments, which is one
to three months prior to the end of our reporting period. The financial statements of these investees are generally audited
annually.

Summarized Financial Information of Equity Method Investees
The following is the aggregated summarized financial information of our equity method investees, including those for
which the fair value option has been elected:
Years Ended December 31,
2014

(in millions)

Operating results:
Total revenues
Total expenses
Net income

$
$
253

29,579
(7,828)
21,751

2013
$
$

19,181
(5,515)
13,666

2012
$
$

9,438
(5,183)
4,255
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At December 31,
2014

(in millions)

Balance sheet:
Total assets
Total liabilities

$
$

207,994
(67,346)

2013
$
$

150,586
(25,134)

The following table presents the carrying amount and ownership percentage of equity method investments at
December 31, 2014 and 2013:

(in millions, except percentages)

Equity method investments

$

2014
Carrying
Ownership
Value
Percentage
18,951
Various

2013
Carrying
Ownership
Value
Percentage
12,921
Various

$

Summarized financial information for these equity method investees may be presented on a lag, due to the unavailability of
information for the investees at our respective balance sheet dates, and is included for the periods in which we held an equity
method ownership interest.

Other Investments
Also included in Other invested assets are real estate held for investment and aircraft asset investments held by non-Aircraft
Leasing subsidiaries. These investments are reported at cost, less depreciation and are subject to impairment review, as
discussed below.

Investments in Life Settlements
Investments in life settlements are accounted for under the investment method. Under the investment method, we recognize
our initial investment in life settlements at the transaction price plus all initial direct external costs. Continuing costs to keep the
policy in force, primarily life insurance premiums, increase the carrying amount of the investment. We recognize income on
individual investments in life settlements when the insured dies, at an amount equal to the excess of the investment proceeds
over the carrying amount of the investment at that time. These investments are subject to impairment review, as discussed
below.
During 2014, 2013 and 2012, income recognized on investments in life settlements was $407 million, $334 million and
$253 million, respectively, and is included in Net investment income in the Consolidated Statements of Income.
The following table presents further information regarding investments in life settlements:
Number of
Contracts

(dollars in millions)

Remaining Life Expectancy of Insureds:
0 – 1 year
1 – 2 years
2 – 3 years
3 – 4 years
4 – 5 years
Thereafter
Total

1
12
18
77
152
4,687
4,947

December 31, 2014
Carrying
Face Value
Value
(Death Benefits)
$

$

9
11
42
205
3,486
3,753

$

$

19
19
93
436
15,370
15,937

Remaining life expectancy for year 0-1 references policies whose current life expectancy is less than 12 months as of the
valuation date. Remaining life expectancy is not an indication of expected maturity. Actual maturity dates in any category may
vary significantly (either earlier or later) from the remaining life expectancies reported above.
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At December 31, 2014, management’s best estimate of the life insurance premiums required to keep the investments in life
settlements in force, payable in the 12 months ending December 31, 2015 and the four succeeding years ending
December 31, 2019 are $545 million, $562 million, $584 million, $607 million and $627 million, respectively.

Net Investment Income
Net investment income represents income primarily from the following sources:
• Interest income and related expenses, including amortization of premiums and accretion of discounts on bonds with
changes in the timing and the amount of expected principal and interest cash flows reflected in the yield, as applicable.
• Dividend income from common and preferred stocks and distributions from other investments.
• Realized and unrealized gains and losses from investments in other securities and investments for which we elected the fair
value option.
• Earnings from alternative investments.
• The difference between the carrying amount of an investment in life settlements and the life insurance proceeds of the
underlying life insurance policy recorded in income upon the death of the insured.
• Changes in the fair values of our interests in ML II and AIA securities prior to sale and change in the fair value of our
interests in ML III prior to the FRBNY liquidation of ML III assets.
The following table presents the components of Net investment income:
Years Ended December 31,
(in millions)

$

Fixed maturity securities, including short-term investments
Change in fair value of ML II
Change in fair value of ML III
Change in fair value of AIA securities including realized gain
Equity securities
Interest on mortgage and other loans
*
Alternative investments
Real estate
Other investments
Total investment income
Investment expenses
Net investment income
*

$

2014
12,322 $
221
1,272
2,624
110
47
16,596
517
16,079 $

2013
12,044 $
178
1,144
2,803
128
61
16,358
548
15,810 $

2012
12,592
246
2,888
2,069
162
1,083
1,769
127
11
20,947
604
20,343

Includes hedge funds, private equity funds, affordable housing partnerships, investments in life settlements and other investment partnerships.

Net Realized Capital Gains and Losses
Net realized capital gains and losses are determined by specific identification. The net realized capital gains and losses are
generated primarily from the following sources:
• Sales of available for sale fixed maturity securities, available for sale equity securities and real estate.
• Reductions to the cost basis of available for sale fixed maturity securities, available for sale equity securities and certain
other invested assets for other-than-temporary impairments.
• Impairments on investments in life settlements.
• Changes in fair value of derivatives except for (1) those instruments at AIGFP that are not intermediated on behalf of other
AIG subsidiaries and (2) those instruments that are designated as hedging instruments when the change in the fair value of
the hedged item is not reported in Net realized capital gains (losses).
• Exchange gains and losses resulting from foreign currency transactions.
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The following table presents the components of Net realized capital gains (losses):
Years Ended December 31,
(in millions)

$

Sales of fixed maturity securities
Sales of equity securities
Other-than-temporary impairments:
Severity
Change in intent
Foreign currency declines
Issuer-specific credit events
Adverse projected cash flows
Provision for loan losses
Foreign exchange transactions
Derivative instruments
Impairments of investments in life settlements
Other
Net realized capital gains

$

2014
585 $
111

2013
2,432 $
111

2012
2,607
484

(3)
(40)
(19)
(169)
(16)
(1)
598
(177)
(201)
71
739 $

(6)
(48)
(1)
(170)
(7)
(26)
151
287
(971)
187
1,939 $

(44)
(62)
(8)
(931)
(5)
104
(233)
(529)
(309)
13
1,087

Change in Unrealized Appreciation (Depreciation) of Investments
The following table presents the increase (decrease) in unrealized appreciation (depreciation) of our available for sale
securities and other investments:
Years Ended
December 31,
2014
2013

(in millions)

Increase (decrease) in unrealized appreciation (depreciation) of investments:
Fixed maturities
Equity securities
Other investments
*
Total increase (decrease) in unrealized appreciation (depreciation) of investments
*

$

$

6,809 $ (14,066)
535
360
376
101
7,720 $ (13,605)

Excludes net unrealized gains attributable to businesses held for sale.

Evaluating Investments for Other-Than-Temporary Impairments
Fixed Maturity Securities
If we intend to sell a fixed maturity security or it is more likely than not that we will be required to sell a fixed maturity security
before recovery of its amortized cost basis and the fair value of the security is below amortized cost, an other-than-temporary
impairment has occurred and the amortized cost is written down to current fair value, with a corresponding charge to realized
capital losses. When assessing our intent to sell a fixed maturity security, or whether it is more likely than not that we will be
required to sell a fixed maturity security before recovery of its amortized cost basis, management evaluates relevant facts and
circumstances including, but not limited to, decisions to reposition our investment portfolio, sales of securities to meet cash
flow needs and sales of securities to take advantage of favorable pricing.
For fixed maturity securities for which a credit impairment has occurred, the amortized cost is written down to the estimated
recoverable value with a corresponding charge to realized capital losses. The estimated recoverable value is the present value
of cash flows expected to be collected, as determined by management. The difference between fair value and amortized cost
that is not related to a credit impairment is presented in unrealized appreciation (depreciation) of fixed maturity securities on
which other-than-temporary credit impairments were recognized (a separate component of accumulated other comprehensive
income).
When estimating future cash flows for structured fixed maturity securities (e.g., RMBS, CMBS, CDO, ABS) management
considers historical performance of underlying assets and available market information as well as bond-specific structural
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considerations, such as credit enhancement and priority of payment structure of the security. In addition, the process of
estimating future cash flows includes, but is not limited to, the following critical inputs, which vary by asset class:
•

Current delinquency rates;

•

Expected default rates and the timing of such defaults;

•

Loss severity and the timing of any recovery; and

•

Expected prepayment speeds.

For corporate, municipal and sovereign fixed maturity securities determined to be credit impaired, management considers the
fair value as the recoverable value when available information does not indicate that another value is more relevant or reliable.
When management identifies information that supports a recoverable value other than the fair value, the determination of a
recoverable value considers scenarios specific to the issuer and the security, and may be based upon estimates of outcomes
of corporate restructurings, political and macroeconomic factors, stability and financial strength of the issuer, the value of any
secondary sources of repayment and the disposition of assets.
We consider severe price declines in our assessment of potential credit impairments. We may also modify our model inputs
when we determine that price movements in certain sectors are indicative of factors not captured by the cash flow models.
In periods subsequent to the recognition of an other-than-temporary impairment charge for available for sale fixed maturity
securities that is not foreign exchange related, we prospectively accrete into earnings the difference between the new
amortized cost and the expected undiscounted recoverable value over the remaining expected holding period of the security.

Credit Impairments
The following table presents a rollforward of the cumulative credit losses in other-than-temporary impairments
recognized in earnings for available for sale fixed maturity securities:
Years Ended December 31,
(in millions)

Balance, beginning of year
Increases due to:
Credit impairments on new securities subject to impairment losses
Additional credit impairments on previously impaired securities
Reductions due to:
Credit impaired securities fully disposed for which there was no
prior intent or requirement to sell
Credit impaired securities for which there is a current intent or
anticipated requirement to sell
Accretion on securities previously impaired due to credit*
Other
Balance, end of year

$

$

2014
3,872 $

2013
5,164 $

2012
6,504

49
85

47
78

194
483

(613)

(643)

(725)
(9)
2,659 $

(774)
3,872 $

(1,105)
(5)
(915)
8
5,164

* Represents both accretion recognized due to changes in cash flows expected to be collected over the remaining expected term of the credit impaired
securities and the accretion due to the passage of time.

Equity Securities
We evaluate our available for sale equity securities for impairment by considering such securities as candidates for other-thantemporary impairment if they meet any of the following criteria:
• The security has traded at a significant (25 percent or more) discount to cost for an extended period of time (nine
consecutive months or longer);
• A discrete credit event has occurred resulting in (i) the issuer defaulting on a material outstanding obligation; (ii) the issuer
seeking protection from creditors under the bankruptcy laws or any similar laws intended for court-supervised reorganization
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of insolvent enterprises; or (iii) the issuer proposing a voluntary reorganization pursuant to which creditors are asked to
exchange their claims for cash or securities having a fair value substantially lower than the par value of their claims; or
• We have concluded that we may not realize a full recovery on our investment, regardless of the occurrence of one of the
foregoing events.
The determination that an equity security is other-than-temporarily impaired requires the judgment of management and
consideration of the fundamental condition of the issuer, its near-term prospects and all the relevant facts and circumstances.
In addition to the above criteria, all equity securities that have been in a continuous decline in value below cost over twelve
months are impaired. We also consider circumstances of a rapid and severe market valuation decline (50 percent or more)
discount to cost, in which we could not reasonably assert that the impairment period would be temporary (severity losses).
Other Invested Assets
Our equity and cost method investments in private equity funds, hedge funds and other entities are evaluated for impairment
similar to the evaluation of equity securities for impairments as discussed above. Such evaluation considers market conditions,
events and volatility that may impact the recoverability of the underlying investments within these private equity funds and
hedge funds and is based on the nature of the underlying investments and specific inherent risks. Such risks may evolve
based on the nature of the underlying investments.
Our investments in life settlements are monitored for impairment on a contract-by-contract basis quarterly. An investment in life
settlements is considered impaired if the undiscounted cash flows resulting from the expected proceeds from the investment in
life settlements would not be sufficient to recover our estimated future carrying amount of the investment in life settlements,
which is the current carrying amount for the investment in life settlements plus anticipated undiscounted future premiums and
other capitalizable future costs, if any. Impaired investments in life settlements are written down to their estimated fair value
which is determined on a discounted cash flow basis, incorporating current market longevity assumptions and market yields.
In general, fair value estimates for the investments in life settlements are calculated using cash flows based on medical
underwriting ratings of the policies from a third-party underwriter, applied to an industry mortality table. Our mortality
assumptions are based on an industry table as supplemented with proprietary data on the older age mortality of U.S. insured
lives. Mortality improvement factors are applied to these assumptions based on our view of future mortality improvements likely
to apply to the U.S. insured lives population. Our mortality assumptions coupled with the mortality improvement rates are used
in our estimate of future net cash flows from the investments in life settlements.
Our investments in aircraft assets and real estate are periodically evaluated for recoverability whenever changes in
circumstances indicate the carrying amount of an asset may be impaired. When impairment indicators are present, we
compare expected investment cash flows to carrying amount. When the expected cash flows are less than the carrying
amount, the investments are written down to fair value with a corresponding charge to earnings.

Purchased Credit Impaired (PCI) Securities
We purchase certain RMBS securities that have experienced deterioration in credit quality since their issuance. We determine,
based on our expectations as to the timing and amount of cash flows expected to be received, whether it is probable at
acquisition that we will not collect all contractually required payments for these PCI securities, including both principal and
interest after considering the effects of prepayments. At acquisition, the timing and amount of the undiscounted future cash
flows expected to be received on each PCI security is determined based on our best estimate using key assumptions, such as
interest rates, default rates and prepayment speeds. At acquisition, the difference between the undiscounted expected future
cash flows of the PCI securities and the recorded investment in the securities represents the initial accretable yield, which is
accreted into Net investment income over their remaining lives on a level-yield basis. Additionally, the difference between the
contractually required payments on the PCI securities and the undiscounted expected future cash flows represents the nonaccretable difference at acquisition. The accretable yield and the non-accretable difference will change over time, based on
actual payments received and changes in estimates of undiscounted expected future cash flows, which are discussed further
below.
On a quarterly basis, the undiscounted expected future cash flows associated with PCI securities are re-evaluated based on
updates to key assumptions. Declines in undiscounted expected future cash flows due to further credit deterioration as well as
changes in the expected timing of the cash flows can result in the recognition of an other-than-temporary impairment charge,
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as PCI securities are subject to our policy for evaluating investments for other-than-temporary impairment. Changes to
undiscounted expected future cash flows due solely to the changes in the contractual benchmark interest rates on variable rate
PCI securities will change the accretable yield prospectively. Significant increases in undiscounted expected future cash flows
for reasons other than interest rate changes are recognized prospectively as adjustments to the accretable yield.
The following tables present information on our PCI securities, which are included in bonds available for sale:
At Date of Acquisition
$
30,520
24,561
16,311

(in millions)

Contractually required payments (principal and interest)
Cash flows expected to be collected*
Recorded investment in acquired securities
*

Represents undiscounted expected cash flows, including both principal and interest.

(in millions)

$

Outstanding principal balance
Amortized cost
Fair value

December 31,
2014
16,962 $
12,216
13,462

December 31,
2013
14,741
10,110
11,338

The following table presents activity for the accretable yield on PCI securities:
Years Ended December 31,
(in millions)

$

Balance, beginning of year
Newly purchased PCI securities
Disposals
Accretion
Effect of changes in interest rate indices
Net reclassification from non-accretable difference,
including effects of prepayments
Balance, end of year

$

2014
6,940 $
1,289
(880)
(542)

2013
4,766
1,773
(60)
(719)
302

58
6,865 $

878
6,940

Pledged Investments

Secured Financing and Similar Arrangements
We enter into secured financing transactions whereby certain securities are sold under agreements to repurchase (repurchase
agreements), in which we transfer securities in exchange for cash, with an agreement by us to repurchase the same or
substantially similar securities. In the majority of these repurchase agreements, the securities transferred by us may be sold or
repledged by the counterparties. Repurchase agreements entered into by the DIB are carried at fair value based on marketobservable interest rates. All other repurchase agreements are recorded at their contracted repurchase amounts plus accrued
interest.
At December 31, 2013, our secured financing transactions also included those that involve the transfer of securities to financial
institutions in exchange for cash or other liquid collateral. Securities transferred by us under these financing transactions may
be sold or repledged by the counterparties. As collateral for the securities transferred by us, counterparties transfer assets to
us, such as cash or high quality fixed maturity securities. Collateral levels are monitored daily and are generally maintained at
an agreed-upon percentage of the fair value of the transferred securities during the life of the transactions. When we receive
fixed maturity securities as collateral, we do not have the right to sell or repledge this collateral unless an event of default
occurs by the counterparties. At the termination of the transactions, we and our counterparties are obligated to return the
collateral provided and the securities transferred, respectively.
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The following table presents the fair value of securities pledged to counterparties under secured financing
transactions:
(in millions)

$

Securities available for sale
Other securities

December 31, 2014
- $
2,122

December 31, 2013
3,837
2,766

We also enter into agreements in which securities are purchased by us under agreements to resell (reverse repurchase
agreements), which are accounted for as secured financing transactions and reported as Short-term investments or Other
assets, depending on their terms. These agreements are recorded at their contracted resale amounts plus accrued interest,
other than those that are accounted for at fair value. Such agreements entered into by the DIB are carried at fair value based
on market observable interest rates. In all reverse repurchase transactions, we take possession of or obtain a security interest
in the related securities, and we have the right to sell or repledge this collateral received.
The following table presents information on the fair value of securities pledged to us under reverse repurchase
agreements:
(in millions)

$

Securities collateral pledged to us
Amount repledged by us

December 31, 2014
2,506 $
131

December 31, 2013
8,878
71

Insurance – Statutory and Other Deposits
Total carrying amounts of cash and securities deposited by our insurance subsidiaries under requirements of regulatory
authorities or other insurance-related arrangements, including certain annuity-related obligations and certain reinsurance
agreements, were $5.9 billion and $6.7 billion at December 31, 2014 and 2013, respectively.

Other Pledges
Certain of our subsidiaries are members of Federal Home Loan Banks (FHLBs) and such membership requires the members
to own stock in these FHLBs. We owned an aggregate of $44 million and $57 million of stock in FHLBs at December 31, 2014
and 2013, respectively. To the extent an AIG subsidiary borrows from the FHLB, its ownership interest in the stock of FHLBs
will be pledged to the FHLB. In addition, our subsidiaries have pledged securities available for sale with a fair value of $535
million and $80 million at December 31, 2014 and 2013, respectively, associated with advances from the FHLBs.
Certain GIAs have provisions that require collateral to be posted or payments to be made by us upon a downgrade of our longterm debt ratings. The actual amount of collateral required to be posted to the counterparties in the event of such downgrades,
and the aggregate amount of payments that we could be required to make, depend on market conditions, the fair value of
outstanding affected transactions and other factors prevailing at and after the time of the downgrade. The fair value of
securities pledged as collateral with respect to these obligations approximated $3.5 billion and $4.2 billion at December 31,
2014 and 2013, respectively. This collateral primarily consists of securities of the U.S. government and government sponsored
entities and generally cannot be repledged or resold by the counterparties.

7. LENDING ACTIVITIES
Mortgage and other loans receivable include commercial mortgages, life insurance policy loans, commercial loans, and other
loans and notes receivable. Commercial mortgages, commercial loans, and other loans and notes receivable are carried at
unpaid principal balances less credit allowances and plus or minus adjustments for the accretion or amortization of discount or
premium. Interest income on such loans is accrued as earned.
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Direct costs of originating commercial mortgages, commercial loans, and other loans and notes receivable, net of
nonrefundable points and fees, are deferred and included in the carrying amount of the related receivables. The amount
deferred is amortized to income as an adjustment to earnings using the interest method.
Life insurance policy loans are carried at unpaid principal amount. There is no allowance for policy loans because these loans
serve to reduce the death benefit paid when the death claim is made and the balances are effectively collateralized by the
cash surrender value of the policy.
The following table presents the composition of Mortgages and other loans receivable:
December 31, December 31,
2014
2013
$
18,909 $
16,195
2,710
2,830
3,642
2,052
25,261
21,077
(271)
(312)
$
24,990 $
20,765

(in millions)

Commercial mortgages*
Life insurance policy loans
Commercial loans, other loans and notes receivable
Total mortgage and other loans receivable
Allowance for losses
Mortgage and other loans receivable, net

* Commercial mortgages primarily represent loans for apartments, offices, retail and industrial properties, with exposures in California and New York
representing the largest geographic concentrations (14 percent and 18 percent, respectively, at December 31, 2014 and 18 percent and 17 percent, respectively,
at December 31, 2013).

The following table presents the credit quality indicators for commercial mortgage loans:
Number
December 31, 2014
(dollars in millions)

Percent

of
Loans

Class
Apartments

Offices

Retail

of
Industrial

Hotel

Others

Total

(c)

Total $

Credit Quality Indicator:
In good standing
Restructured

1,007

(a)

90 days or less delinquent

$

3,384 $

6,100

$

3,807

$

1,689 $

1,660 $

1,812 $

18,452

98 %

7

-

343

7

-

17

-

367

2

6

-

-

10

-

-

5

15

-

>90 days delinquent or in
process of foreclosure
Total

(b)

4
1,024

Allowance for losses

-

75

-

-

-

-

75

-

$

3,384 $

6,518

$

3,824

$

1,689 $

1,677 $

1,817 $

18,909

100 %

$

3 $

86

$

28

$

22 $

6 $

14 $

159

1 %

$

2,786 $

4,636

$

3,364

$

1,607 $

1,431 $

1,970 $

15,794

98 %

December 31, 2013
(dollars in millions)

Credit Quality Indicator:
In good standing
Restructured

978

(a)

90 days or less delinquent

9

53

210

6

-

-

85

354

2

2

-

-

5

-

-

-

5

-

>90 days delinquent or in
process of foreclosure
Total

(b)

6
995

Allowance for losses

-

42

-

-

-

-

42

-

$

2,839 $

4,888

$

3,375

$

1,607 $

1,431 $

2,055 $

16,195

100 %

$

10 $

109

$

9

$

19 $

3 $

51 $

201

1 %

(a) Loans that have been modified in troubled debt restructurings and are performing according to their restructured terms. See discussion of troubled debt
restructurings below.
(b) Does not reflect allowance for losses.
(c) Over 99 percent of the commercial mortgages held at such respective dates were current as to payments of principal and interest.

Methodology Used to Estimate the Allowance for Losses
Mortgage and other loans receivable are considered impaired when collection of all amounts due under contractual terms is
not probable. Impairment is measured using either i) the present value of expected future cash flows discounted at the loan’s
effective interest rate, ii) the loan’s observable market price, if available, or iii) the fair value of the collateral if the loan is
collateral dependent. Impairment of commercial mortgages is typically determined using the fair value of collateral while
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impairment of other loans is typically determined using the present value of cash flows or the loan’s observable market price.
An allowance is typically established for the difference between the impaired value of the loan and its current carrying amount.
Additional allowance amounts are established for incurred but not specifically identified impairments, based on the analysis of
internal risk ratings and current loan values. Internal risk ratings are assigned based on the consideration of risk factors
including past due status, debt service coverage, loan-to-value ratio, property occupancy, profile of the borrower and of the
major property tenants, economic trends in the market where the property is located, and condition of the property. These
factors and the resulting risk ratings also provide a basis for determining the level of monitoring performed at both the
individual loan and the portfolio level. When all or a portion of a loan is deemed uncollectible, the uncollectible portion of the
carrying amount of the loan is charged off against the allowance. Interest income on impaired loans is recognized as cash is
received. For impaired loans where it has been determined that not all of the contractual principal due will be collected, any
cash received is recorded as a reduction of the current carrying amount of the loan.
A significant majority of commercial mortgage loans in the portfolio are non-recourse loans and, accordingly, the only
guarantees are for specific items that are exceptions to the non-recourse provisions. It is therefore extremely rare for us to
have cause to enforce the provisions of a guarantee on a commercial real estate or mortgage loan.
The following table presents a rollforward of the changes in the allowance for losses on Mortgage and other loans
receivable:
2014

2013

Years Ended December 31,

Commercial

Other

(in millions)
Allowance, beginning of year

Mortgages

Loans

$

Loans charged off

201

$

(29)

Total

111 $

312

(39)

(68)

$

2012

Commercial

Other

Mortgages

Loans

159

$

(12)

246

Total
$

(104)

405

$

(116)

Commercial

Other

Mortgages

Loans

305 $

435

(23)

(21)

Total
$

740
(44)

Recoveries of loans previously
charged off

18

16

34

3

6

13

4

17

Net charge-offs

(11)

(23)

(34)

(9)

(98)

(107)

(10)

(17)

(27)

(31)

(32)

20

(136)

33

(103)

Provision for loan losses
Other
Activity of discontinued operations
Allowance, end of year

$

9

23

(8)

52

-

1

1

(1)

(5)

(6)

*
159 $

-

-

*
201 $

-

-

112 $

271

$

111

$

312

$

-

(205)
*
159 $ 246 $

(205)
405

* Of the total allowance at the end of the year, $55 million and $93 million relates to individually assessed credit losses on $192 million and $264 million of
commercial mortgage loans as of December 31, 2014 and 2013, respectively.

Troubled Debt Restructurings
We modify loans to optimize their returns and improve their collectability, among other things. When we undertake such a
modification with a borrower that is experiencing financial difficulty and the modification involves us granting a concession to
the troubled debtor, the modification is a troubled debt restructuring (TDR). We assess whether a borrower is experiencing
financial difficulty based on a variety of factors, including the borrower’s current default on any of its outstanding debt, the
probability of a default on any of its debt in the foreseeable future without the modification, the insufficiency of the borrower’s
forecasted cash flows to service any of its outstanding debt (including both principal and interest), and the borrower’s inability
to access alternative third-party financing at an interest rate that would be reflective of current market conditions for a nontroubled debtor. Concessions granted may include extended maturity dates, interest rate changes, principal or interest
forgiveness, payment deferrals and easing of loan covenants.
During 2014 and 2013, loans with a carrying value of $218 million and $91 million were modified in TDRs, respectively.

8. REINSURANCE
In the ordinary course of business, our insurance companies may use both treaty and facultative reinsurance to minimize their
net loss exposure to any single catastrophic loss event or to an accumulation of losses from a number of smaller events or to
provide greater diversification of our businesses. In addition, our general insurance subsidiaries assume reinsurance from
other insurance companies. We determine the portion of the incurred but not reported (IBNR) loss that will be recoverable
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under our reinsurance contracts by reference to the terms of the reinsurance protection purchased. This determination is
necessarily based on the estimate of IBNR and accordingly, is subject to the same uncertainties as the estimate of IBNR.
Reinsurance assets include the balances due from reinsurance and insurance companies under the terms of our reinsurance
agreements for paid and unpaid losses and loss adjustment expenses incurred, ceded unearned premiums and ceded future
policy benefits for life and accident and health insurance contracts and benefits paid and unpaid. Amounts related to paid and
unpaid losses and benefits and loss expenses with respect to these reinsurance agreements are substantially collateralized.
We remain liable to the extent that our reinsurers do not meet their obligation under the reinsurance contracts, and as such,
we regularly evaluate the financial condition of our reinsurers and monitor concentration of our credit risk. The estimation of the
allowance for doubtful accounts requires judgment for which key inputs typically include historical trends regarding
uncollectible balances, disputes and credit events as well as specific reviews of balances in dispute or subject to credit
impairment. The allowance for doubtful accounts on reinsurance assets was $258 million and $276 million at December 31,
2014 and 2013, respectively. Changes in the allowance for doubtful accounts on reinsurance assets are reflected in
Policyholder benefits and losses incurred within the Consolidated Statements of Income.
The following table provides supplemental information for loss and benefit reserves, gross and net of ceded
reinsurance:
At December 31,
(in millions)

Liability for unpaid losses and loss adjustment expenses(a)
Future policy benefits for life and accident and health insurance contracts
Reserve for unearned premiums
Reinsurance assets(b)

2014
As
Net of
Reported Reinsurance
$ (77,260) $ (61,612)
(42,749)
(41,767)
(21,324)
(18,278)
19,676

2013
As
Net of
Reported Reinsurance
$ (81,547) $ (64,316)
(40,653)
(39,619)
(21,953)
(18,532)
21,686

(a) In 2014 and 2013, the Net of Reinsurance amount reflects the cession under the June 17, 2011 transaction with National Indemnity Company (NICO) of $1.5
billion and $1.6 billion, respectively.
(b) Represents gross reinsurance assets, excluding allowances and reinsurance recoverable on paid losses.

Short-Duration Reinsurance
Short-duration reinsurance is affected under reinsurance treaties and by negotiation on individual risks. Certain of these
reinsurance arrangements consist of excess of loss contracts that protect us against losses above stipulated amounts. Ceded
premiums are considered prepaid reinsurance premiums and are recognized as a reduction of premiums earned over the
contract period in proportion to the protection received. Amounts recoverable from reinsurers on short-duration contracts are
estimated in a manner consistent with the claims liabilities associated with the reinsurance and presented as a component of
Reinsurance assets. Assumed reinsurance premiums are earned primarily on a pro-rata basis over the terms of the
reinsurance contracts and the portion of premiums relating to the unexpired terms of coverage is included in the reserve for
unearned premiums. For both ceded and assumed reinsurance, risk transfer requirements must be met for reinsurance
accounting to apply. If risk transfer requirements are not met, the contract is accounted for as a deposit, resulting in the
recognition of cash flows under the contract through a deposit asset or liability and not as revenue or expense. To meet risk
transfer requirements, a reinsurance contract must include both insurance risk, consisting of both underwriting and timing risk,
and a reasonable possibility of a significant loss for the assuming entity. Similar risk transfer criteria are used to determine
whether directly written insurance contracts should be accounted for as insurance or as a deposit.
The following table presents short-duration insurance premiums written and earned:
Years Ended December 31,
Non-Life Insurance Companies
2014

(in millions)

2013

2012

Premiums written:
Direct

$ 39,375 $

Assumed
Ceded
Net

39,833 $

40,647

3,399

4,306

4,900

(8,318)

(9,514)

(11,054)

$ 34,456 $

34,625 $

34,493

$ 38,707 $

39,018 $

41,028

Premiums earned:
Direct
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Assumed
Ceded
Net

3,258

3,516

3,133

(8,140)

(8,585)

(9,375)

33,949 $

34,786

$ 33,825 $

For the years ended December 31, 2014, 2013 and 2012, reinsurance recoveries, which reduced losses and loss adjustment
expenses incurred, amounted to $2.6 billion, $3.3 billion and $4.5 billion, respectively.

Long-Duration Reinsurance
Long-duration reinsurance is effected principally under yearly renewable term treaties. The premiums with respect to these
treaties are earned over the contract period in proportion to the protection provided. Amounts recoverable from reinsurers on
long-duration contracts are estimated in a manner consistent with the assumptions used for the underlying policy benefits and
are presented as a component of Reinsurance assets.
The following table presents premiums for our long-duration insurance and retirement services operations:
Years Ended
December 31,

Life Insurance Companies
2014

(in millions)

Gross premiums

$

4,059 $ 4,155 $

$

3,398 $ 3,535 $

Ceded premiums
Net

2013

(661)

(620)

Run-off insurance lines

2012
3,963

2014
$

11 $

$

11 $

(581)
3,382

2013
9 $

-

Total

2012

-

11

2014

2013

$

4,070 $

4,164 $

(661)

(620)

$

3,409 $

3,544 $

-

9 $

11

2012
3,974
(581)
3,393

Long-duration reinsurance recoveries, which reduced Policyholder benefits and losses incurred, were approximately
$731 million, $714 million and $758 million, respectively, for the years ended December 31, 2014, 2013 and 2012.
The following table presents long-duration insurance in-force ceded to other insurance companies:
At December 31,
(in millions)

$

Long-duration insurance in force ceded
*

2014
180,178 $

2013
122,012 $

*

2012
129,159

Excludes amounts related to held-for-sale entities.

Long-duration insurance in force assumed represented 0.04 percent of gross long-duration insurance in force at December 31,
2014, 0.05 percent at December 31, 2013 and 0.05 percent at December 31, 2012, and premiums assumed by the Life
Insurance Companies represented 0.5 percent, 0.3 percent and 0.4 percent of gross premiums for the years ended December
31, 2014, 2013 and 2012, respectively.
The domestic Life Insurance Companies utilize internal and third-party reinsurance relationships to manage insurance risks
and to facilitate capital management strategies, which allows them to minimize the use of letters of credit and utilize capital
more efficiently. Pools of highly-rated third-party reinsurers are utilized to manage net amounts at risk in excess of retention
limits.
The domestic Life Insurance Companies manage the capital impact on their statutory reserve requirements under the NAIC
Model Regulation “Valuation of Life Insurance Policies” (Regulation XXX) and NAIC Actuarial Guideline 38 (Guideline AXXX)
through intercompany reinsurance transactions. Under GAAP, these intercompany reinsurance transactions are eliminated in
consolidation. Under one arrangement, one of the domestic Life Insurance Companies obtains letters of credit to support
statutory recognition of the ceded reinsurance. As of December 31, 2014, the domestic Life Insurance Companies had two
bilateral letters of credit totaling $450 million with AIG entities, which were issued on February 7, 2014 and expire on February
7, 2019, but will be automatically extended without amendment by one year on each anniversary of the issuance date, unless
the issuer provides notice of non-renewal. See Note 20 for additional information on the use of affiliated reinsurance for
Regulation XXX and Guideline AXXX reserves.
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Reinsurance Security
Our third-party reinsurance arrangements do not relieve us from our direct obligations to our beneficiaries. Thus, a credit
exposure exists with respect to both short-duration and long-duration reinsurance ceded to the extent that any reinsurer fails to
meet the obligations assumed under any reinsurance agreement. We hold substantial collateral as security under related
reinsurance agreements in the form of funds, securities, and/or letters of credit. A provision has been recorded for estimated
unrecoverable reinsurance. We believe that no exposure to a single reinsurer represents an inappropriate concentration of
credit risk to AIG. Gross reinsurance assets with our three largest reinsurers aggregate to approximately $6.2 billion and $6.0
billion at December 31, 2014 and 2013, respectively, of which approximately $3.3 billion was not secured by collateral in both
years.

9. DEFERRED POLICY ACQUISITION COSTS
Deferred policy acquisition costs (DAC) represent those costs that are incremental and directly related to the successful
acquisition of new or renewal of existing insurance contracts. We defer incremental costs that result directly from, and are
essential to, the acquisition or renewal of an insurance contract. Such deferred policy acquisition costs generally include agent
or broker commissions and bonuses, premium taxes, and medical and inspection fees that would not have been incurred if the
insurance contract had not been acquired or renewed. Each cost is analyzed to assess whether it is fully deferrable. We
partially defer costs, including certain commissions, when we do not believe that the entire cost is directly related to the
acquisition or renewal of insurance contracts.
We also defer a portion of employee total compensation and payroll-related fringe benefits directly related to time spent
performing specific acquisition or renewal activities, including costs associated with the time spent on underwriting, policy
issuance and processing, and sales force contract selling. The amounts deferred are derived based on successful efforts for
each distribution channel and/or cost center from which the cost originates.
Short-duration insurance contracts: Policy acquisition costs are deferred and amortized over the period in which the related
premiums written are earned, generally 12 months. DAC is grouped consistent with the manner in which the insurance
contracts are acquired, serviced and measured for profitability and is reviewed for recoverability based on the profitability of
the underlying insurance contracts. Investment income is anticipated in assessing the recoverability of DAC. We assess the
recoverability of DAC on an annual basis or more frequently if circumstances indicate an impairment may have occurred. This
assessment is performed by comparing recorded net unearned premiums and anticipated investment income on in-force
business to the sum of expected losses and loss adjustment expenses incurred, unamortized DAC and maintenance costs. If
the sum of these costs exceeds the amount of recorded net unearned premiums and anticipated investment income, the
excess is recognized as an offset against the asset established for DAC. This offset is referred to as a premium deficiency
charge. Increases in expected losses and loss adjustment expenses incurred can have a significant impact on the likelihood
and amount of a premium deficiency charge.
Long-duration insurance contracts: Policy acquisition costs for participating life, traditional life and accident and health
insurance products are generally deferred and amortized, with interest, over the premium paying period. The assumptions
used to calculate the benefit liabilities and DAC for these traditional products are set when a policy is issued and do not
change with changes in actual experience, unless a loss recognition event occurs. These “locked-in” assumptions include
mortality, morbidity, persistency, maintenance expenses and investment returns, and include margins for adverse deviation to
reflect uncertainty given that actual experience might deviate from these assumptions. A loss recognition event occurs when
there is a shortfall between the carrying amounts of future policy benefit liabilities net of DAC and the amount the future policy
benefit liabilities net of DAC would be when applying updated current assumptions. When we determine a loss recognition
event has occurred, we first reduce any DAC related to that block of business through amortization of acquisition expense, and
after DAC is depleted, we record additional liabilities through a charge to Policyholder benefits and losses incurred. Groupings
for loss recognition testing are consistent with our manner of acquiring and servicing the business and applied by product
groupings. We perform separate loss recognition tests for traditional life products, payout annuities and long-term care
products. Once loss recognition has been recorded for a block of business, the old assumption set is replaced and the
assumption set used for the loss recognition would then be subject to the lock-in principle.
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Investment-oriented contracts: Policy acquisition costs and policy issuance costs related to universal life and investmenttype products (collectively, investment-oriented products) are deferred and amortized, with interest, in relation to the incidence
of estimated gross profits to be realized over the estimated lives of the contracts. Estimated gross profits include net
investment income and spreads, net realized investment gains and losses, fees, surrender charges, expenses, and mortality
gains and losses. In each reporting period, current period amortization expense is adjusted to reflect actual gross profits. If
estimated gross profits change significantly, DAC is recalculated using the new assumptions, and any resulting adjustment is
included in income. If the new assumptions indicate that future estimated gross profits are higher than previously estimated,
DAC will be increased resulting in a decrease in amortization expense and increase in income in the current period; if future
estimated gross profits are lower than previously estimated, DAC will be decreased resulting in an increase in amortization
expense and decrease in income in the current period. Updating such assumptions may result in acceleration of amortization
in some products and deceleration of amortization in other products. DAC is grouped consistent with the manner in which the
insurance contracts are acquired, serviced and measured for profitability and is reviewed for recoverability based on the
current and projected future profitability of the underlying insurance contracts.
To estimate future estimated gross profits for variable annuity products, a long-term annual asset growth assumption is applied
to determine the future growth in assets and related asset-based fees. In determining the asset growth rate, the effect of
short-term fluctuations in the equity markets is partially mitigated through the use of a “reversion to the mean” methodology
whereby short-term asset growth above or below long-term annual rate assumptions impact the growth assumption applied to
the five-year period subsequent to the current balance sheet date. The reversion to the mean methodology allows us to
maintain our long-term growth assumptions, while also giving consideration to the effect of actual investment performance.
When actual performance significantly deviates from the annual long-term growth assumption, as evidenced by growth
assumptions in the five-year reversion to the mean period falling below a certain rate (floor) or above a certain rate (cap) for a
sustained period, judgment may be applied to revise or “unlock” the growth rate assumptions to be used for both the five-year
reversion to the mean period as well as the long-term annual growth assumption applied to subsequent periods.
Shadow DAC and Shadow Loss Recognition: DAC related to investment-oriented products is also adjusted to reflect the
effect of unrealized gains or losses on fixed maturity and equity securities available for sale on estimated gross profits, with
related changes recognized through Other comprehensive income (shadow DAC). The adjustment is made at each balance
sheet date, as if the securities had been sold at their stated aggregate fair value and the proceeds reinvested at current yields.
Similarly, for long-duration traditional insurance contracts, if the assets supporting the liabilities maintain a temporary net
unrealized gain position at the balance sheet date, loss recognition testing assumptions are updated to exclude such gains
from future cash flows by reflecting the impact of reinvestment rates on future yields. If a future loss is anticipated under this
basis, any additional shortfall indicated by loss recognition tests is recognized as a reduction in accumulated other
comprehensive income (shadow loss recognition). Similar to other loss recognition on long-duration insurance contracts, such
shortfall is first reflected as a reduction in DAC and secondly as an increase in liabilities for future policy benefits. The change
in these adjustments, net of tax, is included with the change in net unrealized appreciation of investments that is credited or
charged directly to Other comprehensive income.
Internal Replacements of Long-duration and Investment-oriented Products: For some products, policyholders can elect
to modify product benefits, features, rights or coverages by exchanging a contract for a new contract or by amendment,
endorsement, or rider to a contract, or by the election of a feature or coverage within a contract. These transactions are known
as internal replacements. If the modification does not substantially change the contract, we do not change the accounting and
amortization of existing DAC and related actuarial balances. If an internal replacement represents a substantial change, the
original contract is considered to be extinguished and any related DAC or other policy balances are charged or credited to
income, and any new deferrable costs associated with the replacement contract are deferred.
Value of Business Acquired (VOBA) is determined at the time of acquisition and is reported in the Consolidated Balance
Sheets with DAC. This value is based on the present value of future pre-tax profits discounted at yields applicable at the time
of purchase. For participating life, traditional life and accident and health insurance products, VOBA is amortized over the life
of the business in a manner similar to that for DAC based on the assumptions at purchase. For investment-oriented products,
VOBA is amortized in relation to estimated gross profits and adjusted for the effect of unrealized gains or losses on fixed
maturity and equity securities available for sale in a manner similar to DAC.
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The following table presents a rollforward of DAC and VOBA:
Years Ended December 31,
(in millions)

Non-Life Insurance Companies:
Balance, beginning of year
Acquisition costs deferred
Amortization expense
Other
Balance, end of year
Life Insurance Companies:
Balance, beginning of year
Acquisition costs deferred
Amortization expense
Change in net unrealized gains (losses) on securities
Decrease due to foreign exchange
Other
Balance, end of year
Consolidation and eliminations
Total deferred policy acquisition costs*
Supplemental Information:
VOBA amortization expense included in Life Insurance Companies DAC amortization
VOBA, end of year included in Life Insurance Companies DAC balance

$

$
$

$
$

2014

2013

2,493 $
4,805
(4,599)
(148)
2,551 $

2,342 $
4,803
(4,481)
(171)
2,493 $

2,306
4,834
(4,764)
(34)
2,342

6,920 $
1,114
(727)
(360)
(32)
343
7,258 $
18
9,827 $

5,815 $
1,034
(674)
784
(39)
6,920 $
23
9,436 $

6,607
788
(945)
(621)
(14)
5,815
25
8,182

17
510

23
373

58
368

2012

* Net of reductions in DAC of $1.4 billion, $1.1 billion, and $1.8 billion for Life Insurance Companies at December 31, 2014, 2013 and 2012, respectively,
related to the effect of net unrealized gains and losses on available for sale securities (shadow DAC).

The percentage of the unamortized balance of VOBA at December 31, 2014 expected to be amortized in 2015 through 2019
by year is: 10.1 percent, 8.9 percent, 7.9 percent, 7.2 percent and 6.7 percent, respectively, with 59.2 percent being amortized
after five years. These projections are based on current estimates for investment income and spreads, persistency, mortality
and morbidity assumptions.
DAC, VOBA and SIA for insurance-oriented and investment-oriented products are reviewed for recoverability, which involves
estimating the future profitability of current business. This review involves significant management judgment. If actual future
profitability is substantially lower than estimated, AIG’s DAC, VOBA and SIA may be subject to an impairment charge and
AIG’s results of operations could be significantly affected in future periods.

10. VARIABLE INTEREST ENTITIES
A variable interest entity (VIE) is a legal entity that does not have sufficient equity at risk to finance its activities without
additional subordinated financial support or is structured such that equity investors lack the ability to make significant decisions
relating to the entity’s operations through voting rights or do not substantively participate in the gains and losses of the entity.
Consolidation of a VIE by its primary beneficiary is not based on majority voting interest, but is based on other criteria
discussed below.
We enter into various arrangements with VIEs in the normal course of business and consolidate the VIEs when we determine
we are the primary beneficiary. This analysis includes a review of the VIE’s capital structure, related contractual relationships
and terms, nature of the VIE’s operations and purpose, nature of the VIE’s interests issued and our involvement with the entity.
When assessing the need to consolidate a VIE, we evaluate the design of the VIE as well as the related risks the entity was
designed to expose the variable interest holders to.
For VIEs with attributes consistent with that of an investment company or a money market fund, the primary beneficiary is the
party or group of related parties that absorbs a majority of the expected losses of the VIE, receives the majority of the
expected residual returns of the VIE, or both.
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For all other VIEs, the primary beneficiary is the entity that has both (1) the power to direct the activities of the VIE that most
significantly affect the entity’s economic performance and (2) the obligation to absorb losses or the right to receive benefits that
could be potentially significant to the VIE. While also considering these factors, the consolidation conclusion depends on the
breadth of our decision-making ability and our ability to influence activities that significantly affect the economic performance of
the VIE.

Balance Sheet Classification and Exposure to Loss
The following table presents the total assets and total liabilities associated with our variable interests in consolidated
VIEs, as classified in the Consolidated Balance Sheets:
Real Estate
and
Investment
(d)
Entities

(in millions)

Securitization
Vehicles

Structured
Investment
Vehicle

Affordable
Housing
Partnerships

Other

Total

December 31, 2014
Assets:
- $

35 $

Other bond securities

Bonds available for sale

$

-

7,251

615

-

40

7,906

Mortgage and other loans receivable

-

2,398

-

-

162

2,560

577

651

-

1,684

29

2,941

40

1,447

140

49

76

Other invested assets
(a)

Other

Total assets

(b)

- $

11,152 $

- $

$

617 $

22,899 $

755 $

1,733 $

$

69 $

1,370 $

52 $

199 $

276

-

11,187

1,752

342 $

26,346

7 $

1,697

Liabilities:
Long-term debt
(c)

Other

32

Total liabilities

$

101 $

1,646 $

$

- $

11,028 $

101

37

52 $

300 $

44 $

2,143

446

- $

- $

70 $

11,098

December 31, 2013
Assets:
Bonds available for sale
Other bond securities

-

7,449

748

-

113

8,310

Mortgage and other loans receivable

-

1,508

-

-

189

1,697
3,628

Other invested assets
(a)

Other

Total assets

(b)

$

849

763

-

1,986

30

49

1,014

93

41

82

898 $

21,762 $

841 $

2,027 $

71 $

626 $

87 $

188 $

31

225

1,279

484 $

26,012

22 $

994

Liabilities:
Long-term debt

$

(c)

Other

Total liabilities

$

102 $

851 $

87 $

83
271 $

216
238 $

555
1,549

(a) Comprised primarily of Short-term investments, Premiums and other receivables and Other assets at both December 31, 2014 and 2013.
(b) The assets of each VIE can be used only to settle specific obligations of that VIE.
(c) Comprised primarily of Other liabilities and Derivative liabilities, at fair value, at both December 31, 2014 and 2013.
(d) At December 31, 2014 and 2013, off-balance sheet exposure primarily consisting of commitments to real estate and investment entities was $56.4 million
and $50.8 million, respectively.

We calculate our maximum exposure to loss to be (i) the amount invested in the debt or equity of the VIE, (ii) the notional
amount of VIE assets or liabilities where we have also provided credit protection to the VIE with the VIE as the referenced
obligation, and (iii) other commitments and guarantees to the VIE. Interest holders in VIEs sponsored by us generally have
recourse only to the assets and cash flows of the VIEs and do not have recourse to us, except in limited circumstances when
we have provided a guarantee to the VIE’s interest holders.
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The following table presents total assets of unconsolidated VIEs in which we hold a variable interest, as well as our
maximum exposure to loss associated with these VIEs:

(in millions)

December 31, 2014
Real estate and investment entities
Affordable housing partnerships
Other
Total
December 31, 2013
Real estate and investment entities
Affordable housing partnerships
Other
Total
*

Maximum Exposure to Loss
On-Balance
Off-Balance
Sheet*
Sheet

Total VIE
Assets
$

$
$

$

19,949
7,911
617
28,477

$

17,572
8,559
708
26,839

$

$

$

2,785
425
32
3,242

$

2,343
477
37
2,857

$

$

$

454
454

$

289
289

$

$

$

Total
3,239
425
32
3,696
2,632
477
37
3,146

At December 31, 2014 and 2013, $3.2 billion and $2.8 billion, respectively, of our total unconsolidated VIE assets were recorded as Other invested assets.

Real Estate and Investment Entities
Through our insurance operations and AIG Global Real Estate, we are an investor in various real estate investment entities,
some of which are VIEs. These investments are typically with unaffiliated third-party developers via a partnership or limited
liability company structure. The VIEs’ activities consist of the development or redevelopment of commercial, industrial and
residential real estate. Our involvement varies from being a passive equity investor or finance provider to actively managing
the activities of the VIEs.
Our insurance operations participate as passive investors in the equity issued by certain third-party-managed hedge and
private equity funds that are VIEs. Our insurance operations typically are not involved in the design or establishment of these
VIEs, nor do they actively participate in the management of the VIEs.

Securitization Vehicles
We created certain VIEs that hold investments, primarily in investment-grade debt securities and loans, and issued beneficial
interests in these investments. The majority of these beneficial interests are owned by our insurance operations and we
maintain the power to direct the activities of the VIEs that most significantly impact their economic performance and bear the
obligation to absorb losses or receive benefits from the entities that could potentially be significant to the entities. Accordingly,
we consolidate these entities and those beneficial interests issued to third-parties are reported as Long-term debt.
We also created VIEs for the purpose of acquiring, owning, leasing, maintaining, operating and selling aircraft. We hold
beneficial interests, including all the equity interests, in these entities. Other beneficial interests include passive investments by
our insurance operations in the majority of the debt issued by these entities. We maintain the power to direct the activities of
the VIEs that most significantly impact the entities’ economic performance and bear the obligation to absorb economic losses
or receive economic benefits that could potentially be significant to the VIEs. As a result, we consolidate the assets and
liabilities of these entities.

Structured Investment Vehicle
Through DIB, we sponsor Nightingale Finance Ltd., a structured investment vehicle (SIV), which is a VIE. Nightingale Finance
Ltd. invests in variable rate, investment-grade debt securities, the majority of which are ABS. We have no equity interest in the
SIV, but we maintain the power to direct the activities of the SIV that most significantly impact the entity’s economic
performance and bear the obligation to absorb economic losses that could potentially be significant to the SIV. We are the
primary beneficiary and consolidate the SIV.
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Affordable Housing Partnerships
SunAmerica Affordable Housing Partners, Inc. (SAAHP) organizes and invests in limited partnerships that develop and operate
affordable housing qualifying for federal tax credits, in addition to a few market rate properties across the United States. The
operating partnerships are VIEs, whose debt is generally non-recourse in nature, and the general partners of which are mostly
unaffiliated third-party developers. We do not consolidate an operating partnership if the general partner is an unaffiliated entity
and we do not have the power to direct activities that most significantly impact the entities’ economic performance. Through
approximately 900 partnerships, SAAHP has limited partnership investments in developments with approximately 110,000
apartment units nationwide, and as of December 31, 2014, has syndicated approximately $7.7 billion in partnership equity to
other investors who will receive, among other benefits, tax credits under certain sections of the Internal Revenue Code. The
pre-tax income of SAAHP is reported as a component of the Consumer Insurance segment.

RMBS, CMBS, Other ABS and CDOs
Primarily through our insurance operations, we are a passive investor in RMBS, CMBS, other ABS and CDOs, the majority of
which are issued by domestic special purpose entities. We generally do not sponsor or transfer assets to, or act as the servicer
to these asset-backed structures, and were not involved in the design of these entities.
Through the DIB, we also invest in CDOs and similar structures, which can be cash-based or synthetic and are managed by
third parties. The role of DIB is generally limited to that of a passive investor in structures we do not manage.
Our maximum exposure in these types of structures is limited to our investment in securities issued by these entities. Based on
the nature of our investments and our passive involvement in these types of structures, we have determined that we are not
the primary beneficiary of these entities. We have not included these entities in the above tables; however, the fair values of
our investments in these structures are reported in Notes 5 and 6 herein.

11. DERIVATIVES AND HEDGE ACCOUNTING
We use derivatives and other financial instruments as part of our financial risk management programs and as part of our
investment operations. Interest rate, currency, equity and commodity swaps, credit contracts (including the super senior credit
default swap portfolio), swaptions, options and forward transactions are accounted for as derivatives, recorded on a trade-date
basis and carried at fair value. Unrealized gains and losses are reflected in income, when appropriate. In certain instances, a
contract’s transaction price is the best indication of initial fair value. Aggregate asset or liability positions are netted on the
Consolidated Balance Sheets only to the extent permitted by qualifying master netting arrangements in place with each
respective counterparty. Cash collateral posted with counterparties in conjunction with transactions supported by qualifying
master netting arrangements is reported as a reduction of the corresponding net derivative liability, while cash collateral
received in conjunction with transactions supported by qualifying master netting arrangements is reported as a reduction of the
corresponding net derivative asset.
Derivatives, with the exception of bifurcated embedded derivatives, are reflected in the Consolidated Balance Sheets in
Derivative assets, at fair value and Derivative liabilities, at fair value. A bifurcated embedded derivative is measured at fair
value and accounted for in the same manner as a free standing derivative contract. The corresponding host contract is
accounted for according to the accounting guidance applicable for that instrument. A bifurcated embedded derivative is
generally presented with the host contract in the Consolidated Balance Sheets. See Notes 5 and 14 herein for additional
information on embedded policy derivatives.
Effective April 1, 2014, we reclassified cross-currency swaps from Interest rate contracts to Foreign exchange contracts. This
change was applied prospectively.
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The following table presents the notional amounts and fair values of our derivative instruments:
December 31, 2014
Gross Derivative Assets

December 31, 2013

Gross Derivative Liabilities

Gross Derivative Assets

Gross Derivative Liabilities

Notional

Fair

Notional

Fair

Notional

Fair

Notional

Fair

Amount

Value(a)

Amount

Value(a)

Amount

Value(a)

Amount

Value(a)

(in millions)

Derivatives designated as
hedging instruments:
- $

-

611

25

1,794

239

-

-

1,857

190

7

1

104

13

-

-

-

-

Interest rate contracts

65,070

3,743

45,251

3,183

50,897

3,771

59,585

3,849

Foreign exchange contracts

13,667

815

8,516

1,251

1,774

52

3,789

129

7,565

206

42,387

1,615

29,296

413

9,840

524

Interest rate contracts

$

155 $

Foreign exchange contracts
Equity contracts

-

$

25 $

2

$

$

112 $

15

Derivatives not designated
as hedging instruments:

Equity contracts(b)

15

-

11

6

17

1

13

5

5

4

5,288

982

70

55

15,459

1,335

36,155

31

538

90

32,440

34

1,408

167

122,477

4,799

101,991

7,127

123,250 $

4,825

103,914 $

7,381

Commodity contracts
Credit contracts
Other contracts(c)
Total derivatives not
designated as hedging
instruments
Total derivatives, gross

$

$

$

114,494

4,326

114,494 $

4,326

$

90,094

6,009

92,063 $

6,214

(a) Fair value amounts are shown before the effects of counterparty netting adjustments and offsetting cash collateral.
(b) There were no derivative assets or notionals related to bifurcated embedded derivatives at December 31, 2014. Notional amount of derivative assets and
fair value of derivative assets include $23.2 billion and $107 million at December 31, 2013 related to bifurcated embedded derivatives. Notional amount of
derivative liabilities and fair values of derivative liabilities include $39.3 billion and $1.5 billion, respectively, at December 31, 2014 and $6.7 billion and $424
million, respectively at December 31, 2013 related to bifurcated embedded derivatives. A bifurcated embedded derivative is generally presented with the host
contract in the Consolidated Balance Sheets.
(c) Consists primarily of contracts with multiple underlying exposures.

The following table presents the fair values of derivative assets and liabilities in the Consolidated Balance Sheets:
December 31, 2014
Derivative Assets
(in millions)

December 31, 2013

Derivative Liabilities

Derivative Assets

Derivative Liabilities

Notional

Fair

Notional

Fair

Notional

Fair

Notional

Fair

Amount

Value

Amount

Value

Amount

Value

Amount

Value

Global Capital Markets derivatives:
AIG Financial Products

$

AIG Markets
Total Global Capital Markets derivatives
Non-Global Capital Markets derivatives(a)
Total derivatives, gross

$

23,153 $

2,445

27,719 $

3,019

55,005

1,935

$

29,251

2,136

12,531

964

23,716

1,506

78,158

4,380

56,970

5,155

54,473

3,531

76,395

5,012

45,092

445

46,944

2,226

123,250

4,825

$ 103,914

7,381

$

$

41,942 $

2,567

60,021

795

114,494

4,326

$

$

52,679 $

3,506

15,668

1,202

92,063

6,214

Counterparty netting(b)

(2,102)

(2,102)

(1,734)

(1,734)

Cash collateral(c)

(1,119)

(1,429)

(820)

(1,484)

1,604

3,850

1,772

2,996

-

1,577

107

485

Total derivatives, net
Less: Bifurcated embedded derivatives
Total derivatives on consolidated
balance sheet

$

1,604

$

2,273

$

1,665

$

(a) Represents derivatives used to hedge the foreign currency and interest rate risk associated with insurance as well as embedded derivatives included in
insurance contracts. Assets and liabilities include bifurcated embedded derivatives, which are recorded in Policyholder contract deposits.
(b) Represents netting of derivative exposures covered by a qualifying master netting agreement.
(c) Represents cash collateral posted and received that is eligible for netting.
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Collateral
We engage in derivative transactions that are not subject to a clearing requirement directly with unaffiliated third parties, in
most cases, under International Swaps and Derivatives Association, Inc. (ISDA) agreements. Many of the ISDA agreements
also include Credit Support Annex (CSA) provisions, which provide for collateral postings that may vary at various ratings and
threshold levels. We attempt to reduce our risk with certain counterparties by entering into agreements that enable collateral to
be obtained from a counterparty on an upfront or contingent basis. We minimize the risk that counterparties to transactions
might be unable to fulfill their contractual obligations by monitoring counterparty credit exposure and collateral value and may
require additional collateral to be posted upon the occurrence of certain events or circumstances. In addition, certain derivative
transactions have provisions that require collateral to be posted upon a downgrade of our long-term debt ratings or give the
counterparty the right to terminate the transaction. In the case of some of the derivative transactions, upon a downgrade of our
long-term debt ratings, as an alternative to posting collateral and subject to certain conditions, we may assign the transaction
to an obligor with higher debt ratings or arrange for a substitute guarantee of our obligations by an obligor with higher debt
ratings or take other similar action. The actual amount of collateral required to be posted to counterparties in the event of such
downgrades, or the aggregate amount of payments that we could be required to make, depends on market conditions, the fair
value of outstanding affected transactions and other factors prevailing at and after the time of the downgrade.
Collateral posted by us to third parties for derivative transactions was $3.3 billion and $3.2 billion at December 31, 2014 and
2013, respectively. In the case of collateral posted under derivative transactions that are not subject to clearing, this collateral
can generally be repledged or resold by the counterparties. Collateral provided to us from third parties for derivative
transactions was $1.3 billion and $1.0 billion at December 31, 2014 and 2013, respectively. We generally can repledge or
resell collateral posted under derivative transactions that are not subject to clearing.

Offsetting
We have elected to present all derivative receivables and derivative payables, and the related cash collateral received and
paid, on a net basis on our Consolidated Balance Sheets when a legally enforceable ISDA Master Agreement exists between
us and our derivative counterparty. An ISDA Master Agreement is an agreement between two counterparties, which may have
multiple derivative transactions with each other governed by such agreement, and such ISDA Master Agreement generally
provides for the net settlement of all or a specified group of these derivative transactions, as well as pledged collateral, through
a single payment, in a single currency, in the event of a default on, or affecting any, one derivative transaction or a termination
event affecting all, or a specified group of, derivative transactions.

Hedge Accounting
We designated certain derivatives entered into by GCM with third parties as fair value hedges of available-for-sale investment
securities held by our insurance subsidiaries. The fair value hedges include foreign currency forwards designated as hedges of
the change in fair value of foreign currency denominated available-for-sale securities attributable to changes in foreign
exchange rates. We previously designated certain interest rate swaps entered into by GCM with third parties as cash flow
hedges of certain floating rate debt issued by ILFC, specifically to hedge the changes in cash flows on floating rate debt
attributable to changes in the benchmark interest rate. We de-designated such derivatives as cash flow hedges in December
2012 in connection with ILFC being classified as held-for-sale.
We use foreign currency denominated debt and cross-currency swaps as hedging instruments in net investment hedge
relationships to mitigate the foreign exchange risk associated with our non-U.S. dollar functional currency foreign subsidiaries.
We assess the hedge effectiveness and measure the amount of ineffectiveness for these hedge relationships based on
changes in spot exchange rates. For the years ended December 31, 2014, 2013, and 2012 we recognized gain of
$156 million, and losses of $38 million and $74 million, respectively, included in Change in foreign currency translation
adjustments in Other comprehensive income related to the net investment hedge relationships.
A qualitative methodology is utilized to assess hedge effectiveness for net investment hedges, while regression analysis is
employed for all other hedges.
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The following table presents the gain (loss) recognized in earnings on our derivative instruments in fair value hedging
relationships in the Consolidated Statements of Income:
Gains/(Losses) Recognized in
Earnings for:
Hedging
Hedged
Derivatives(a)
Items

(in millions)

Year ended December 31, 2014
Interest rate contracts:
Realized capital gains/(losses)
Interest credited to policyholder
account balances
Other income
Gain/(Loss) on extinguishment of debt
Foreign exchange contracts:
Realized capital gains/(losses)
Interest credited to policyholder
account balances
Other income
Gain/(Loss) on extinguishment of debt
Equity contracts:
Realized capital gains/(losses)
Year ended December 31, 2013
Interest rate contracts:
Realized capital gains/(losses)
Interest credited to policyholder
account balances
Other income
Foreign exchange contracts:
Realized capital gains/(losses)
Policyholder benefits
Other income
Year ended December 31, 2012
Interest rate contracts:
Other income
Foreign exchange contracts:
Realized capital gains/(losses)

$

1 $

(129)
(23)

(5) $

- $

(1)
43
164

-

-

(1)
43
164

147

-

8

10

(3)
23
2

-

-

(3)
23
2

22

-

(1)

-

5

-

$

$

(2)
99

(187)
-

$

- $

(2)

-

$

Including Gains/(Losses) Attributable to:
Hedge
Excluded
Ineffectiveness
Components
Other(b)

204
-

- $

124

(2)

$

2

- $

- $

-

-

-

17
-

(1)

(2)
99
-

- $

- $

-

-

124
-

(a) The amounts presented do not include the periodic net coupon settlements of the derivative contract or the coupon income (expense) related to the hedged
item.
(b) Represents accretion/amortization of opening fair value of the hedged item at inception of hedge relationship, amortization of basis adjustment on hedged
item following the discontinuation of hedge accounting, and the release of debt basis adjustment following the repurchase of issued debt that was part of
previously-discontinued fair value hedge relationship.

The following table presents the effect of our derivative instruments in cash flow hedging relationships in the
Consolidated Statements of Income:
Years Ended December 31,
2014

(in millions)

Interest rate contracts(a):
Loss recognized in Other comprehensive income on derivatives
Loss reclassified from Accumulated other comprehensive income into earnings(b)

$

-

2013
$

-

2012
$

(2)
(35)

(a) Hedge accounting was discontinued in December 2012 in connection with ILFC being classified as held-for-sale. Gains and losses recognized in earnings
are recorded in Income from continuing operations. Previously the effective portion of the change in fair value of a derivative qualifying as a cash flow hedge was
recorded in Accumulated other comprehensive income until earnings were affected by the variability of cash flows in the hedged item. Gains and losses
reclassified from Accumulated other comprehensive income were previously recorded in Other income. Gains or losses recognized in earnings on derivatives for
the ineffective portion were previously recorded in Net realized capital gains (losses).
(b) Includes $19 million for the year ended December 2012, representing the reclassification from Accumulated other comprehensive income into earnings
following the discontinuation of cash flow hedges of ILFC debt.
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Derivatives Not Designated as Hedging Instruments
The following table presents the effect of our derivative instruments not designated as hedging instruments in the
Consolidated Statements of Income:
Gains (Losses)
Recognized in Earnings
2014
2013

Years Ended December 31,
(in millions)

By Derivative Type:
Interest rate contracts(a)
Foreign exchange contracts
Equity contracts(b)
Commodity contracts
Credit contracts
Other contracts
Total
By Classification:
Net investment income
Net realized capital gains (losses)
Other income
Policyholder benefits and losses incurred
Total

$

2012

$

847 $
309
(1,111)
(1)
263
192
499 $

(331) $
41
664
(4)
567
85
1,022 $

(241)
96
(644)
(1)
641
6
(143)

$

102
(219)
599
17
499 $

28
257
750
(13)
1,022 $

5
(516)
368
(143)

(a) Includes cross currency swaps.
(b) Includes embedded derivative gains (losses) of $(837) million, $1.2 billion and $(170) million for the years ended December 31, 2014, 2013 and 2012,
respectively.

Global Capital Markets Derivatives
Derivative transactions between AIG and its subsidiaries and third parties are generally centralized through GCM, specifically
AIG Markets. The derivatives portfolio of AIG Markets consists primarily of interest rate and currency derivatives and also
includes legacy credit derivatives that have been novated from AIGFP. AIGFP also enters into derivatives to mitigate market
risk in its exposures (interest rates, currencies, credit, commodities and equities) arising from its portfolio of remaining
transactions.
GCM follows a policy of minimizing interest rate, currency, commodity, and equity risks associated with investment securities
by entering into offsetting positions, thereby offsetting a significant portion of the unrealized appreciation and depreciation.

Super Senior Credit Default Swaps
Credit default swap transactions were entered into by AIGFP with the intention of earning revenue on credit exposure. In the
majority of these transactions, we sold credit protection on a designated portfolio of loans or debt securities. Generally, such
credit protection was provided on a “second loss” basis, meaning we would incur credit losses only after a shortfall of principal
and/or interest, or other credit events, in respect of the protected loans and debt securities, exceeded a specified threshold
amount or level of “first losses.”
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The following table presents the net notional amount (net of all structural subordination below the covered tranches),
fair value of derivative liability before the effects of counterparty netting adjustments and offsetting cash collateral
and unrealized market valuation gain of the super senior credit default swap portfolio by asset class:

(in millions)

Arbitrage:
Multi-sector CDOs(a)
Corporate debt/CLOs(b)(c)
Total

Fair Value of
Net Notional Amount at
Derivative Liability at
December 31, December 31, December 31, December 31,
2014
2014
2013
2013
$
$

2,619 $
2,480
5,099 $

3,257
11,832
15,089

$
$

947 $
7
954 $

1,249
28
1,277

Unrealized Market Valuation
Gain for the Years Ended
December 31, December 31,
2014
2013
$
$

235 $
21
256 $

518
32
550

(a) During 2014, we paid $67 million to counterparties with respect to multi-sector CDOs, which was previously included in the fair value of the derivative liability
as an unrealized market valuation loss. Collateral postings with regards to multi-sector CDOs were $852 million and $1.1 billion at December 31, 2014 and 2013,
respectively.
(b) Corporate debt/Collateralized Loan Obligations (CLOs) include $555 million and $1.0 billion in net notional amount of credit default swaps written on the
super senior tranches of CLOs at December 31, 2014 and 2013, respectively. Collateral postings with regards to corporate debt/CLOs were $147 million and
$353 million at December 31, 2014 and 2013, respectively.
(c) On July 17, 2014, AIGFP terminated Corporate Debt Super Senior CDSs with a notional amount of $8.8 billion.

The expected weighted average maturity of the super senior credit derivative portfolios as of December 31, 2014 was
five years for the multi-sector CDO arbitrage portfolio and three years for the corporate debt/CLO portfolio.
Because of long-term maturities of the CDSs in the arbitrage portfolio, we are unable to make reasonable estimates of the
periods during which any payments would be made. However, the net notional amount represents the maximum exposure to
loss on the super senior credit default swap portfolio.

Written Single Name Credit Default Swaps
We have legacy credit default swap contracts referencing single-name exposures written on corporate, index and
asset-backed credits with the intention of earning spread income on credit exposure. Some of these transactions were entered
into as part of a long-short strategy to earn the net spread between CDSs written and purchased. At December 31, 2014 and
2013, the net notional amounts of these written CDS contracts were $190 million and $373 million, respectively, including ABS
CDS transactions purchased from a liquidated multi-sector super senior CDS transaction. These exposures were partially
hedged by purchasing offsetting CDS contracts of $5 million and $50 million in net notional amounts at December 31, 2014
and 2013, respectively. The net unhedged positions of $185 million and $323 million at December 31, 2014 and 2013,
respectively, represent the maximum exposure to loss on these CDS contracts. The average maturity of the written CDS
contracts was two years and three years at December 31, 2014 and 2013, respectively. At December 31, 2014 and 2013, the
fair values of derivative liabilities (which represents the carrying amount) of the portfolio of CDS was $25 million and $32
million, respectively.
Upon a triggering event (e.g., a default) with respect to the underlying reference obligations, settlement is generally effected
through the payment of the notional amount of the contract to the counterparty in exchange for the related principal amount of
securities issued by the underlying credit obligor (physical settlement) or, in some cases, payment of an amount associated
with the value of the notional amount of the reference obligations through a market quotation process (cash settlement).
These CDS contracts were written under ISDA Master Agreements. The majority of these ISDA Master Agreements include
credit support annexes (CSAs) that provide for collateral postings that may vary at various ratings and threshold levels. At
December 31, 2014 and 2013, net collateral posted by us under these contracts was $30 million and $38 million, respectively,
prior to offsets for other transactions.

All Other Derivatives
Our businesses, other than GCM, also use derivatives and other instruments as part of their financial risk management.
Interest rate derivatives (such as interest rate swaps) are used to manage interest rate risk associated with embedded
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derivatives contained in insurance contract liabilities, fixed maturity securities, outstanding medium- and long-term notes as
well as other interest rate sensitive assets and liabilities. Foreign exchange derivatives (principally foreign exchange forwards
and options) are used to economically mitigate risk associated with non-U.S. dollar denominated debt, net capital exposures,
and foreign currency transactions. Equity derivatives are used to mitigate financial risk embedded in certain insurance
liabilities. The derivatives are effective economic hedges of the exposures that they are meant to offset.
In addition to hedging activities, we also enter into derivative instruments with respect to investment operations, which include,
among other things, credit default swaps and purchasing investments with embedded derivatives, such as equity-linked notes
and convertible bonds.

Credit Risk-Related Contingent Features
The aggregate fair value of our derivative instruments that contain credit risk-related contingent features that were in a net
liability position at December 31, 2014 and 2013, was approximately $2.5 billion and $2.6 billion, respectively. The aggregate
fair value of assets posted as collateral under these contracts at December 31, 2014 and 2013, was $2.7 billion and $3.1
billion, respectively.
We estimate that at December 31, 2014, based on our outstanding financial derivative transactions, a one-notch downgrade of
our long-term senior debt ratings to BBB+ by Standard & Poor’s Financial Services LLC, a subsidiary of The McGraw-Hill
Companies, Inc. (S&P), would permit counterparties to make additional collateral calls and permit certain counterparties to
elect early termination of contracts, resulting in a negligible amount of corresponding collateral postings and termination
payments; a one-notch downgrade to Baa2 by Moody’s Investors’ Service, Inc. (Moody’s) and an additional one-notch
downgrade to BBB by S&P would result in approximately $46 million in additional collateral postings and termination
payments, and a further one-notch downgrade to Baa3 by Moody’s and BBB- by S&P would result in approximately
$153 million in additional collateral postings and termination payments.
Additional collateral postings upon downgrade are estimated based on the factors in the individual collateral posting provisions
of the CSA with each counterparty and current exposure as of December 31, 2014. Factors considered in estimating the
termination payments upon downgrade include current market conditions, the complexity of the derivative transactions,
historical termination experience and other observable market events such as bankruptcy and downgrade events that have
occurred at other companies. Our estimates are also based on the assumption that counterparties will terminate based on their
net exposure to us. The actual termination payments could significantly differ from our estimates given market conditions at the
time of downgrade and the level of uncertainty in estimating both the number of counterparties who may elect to exercise their
right to terminate and the payment that may be triggered in connection with any such exercise.

Hybrid Securities with Embedded Credit Derivatives
We invest in hybrid securities (such as credit-linked notes) with the intent of generating income, and not specifically to acquire
exposure to embedded derivative risk. As is the case with our other investments in RMBS, CMBS, CDOs and ABS, our
investments in these hybrid securities are exposed to losses only up to the amount of our initial investment in the hybrid
security. Other than our initial investment in the hybrid securities, we have no further obligation to make payments on the
embedded credit derivatives in the related hybrid securities.
We elect to account for our investments in these hybrid securities with embedded written credit derivatives at fair value, with
changes in fair value recognized in Net investment income and Other income. Our investments in these hybrid securities are
reported as Other bond securities in the Consolidated Balance Sheets. The fair values of these hybrid securities were
$6.1 billion and $6.4 billion at December 31, 2014 and 2013, respectively. These securities have par amounts of $12.3 billion
and $13.4 billion at December 31, 2014 and 2013, respectively, and both have remaining stated maturity dates that extend to
2052.
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12. GOODWILL
Goodwill represents the future economic benefits arising from assets acquired in a business combination that are not
individually identified and separately recognized. Goodwill is tested for impairment annually or more frequently if circumstances
indicate an impairment may have occurred. We assess goodwill for impairment at one level below our reportable segments.
At December 31, 2014, in consideration of the 2014 segment changes, our reporting units with goodwill are Commercial
Insurance - Property Casualty, Consumer Insurance - Personal Insurance, and Consumer Insurance - Life. When a business is
transferred from one reporting unit to another, as occurred with the transfer of a portion of the Consumer Insurance - Personal
Insurance to Consumer Insurance – Life, as part of the 2014 segment changes, goodwill at the original reporting unit is
allocated among reporting units based on the fair value of business transferred, relative to business retained by a reporting
unit.
The impairment assessment involves an option to first assess qualitative factors to determine whether events or circumstances
exist that lead to a determination that it is more likely than not that the fair value of a reporting unit is less than its carrying
amount. If the qualitative assessment is not performed, or after assessing the totality of the events or circumstances, we
determine it is more likely than not that the fair value of a reporting unit is less than its carrying amount, the impairment
assessment involves a two-step process in which a quantitative assessment for potential impairment is performed.
If the qualitative test is not performed or if the test indicates a potential impairment is present, we estimate the fair value of
each reporting unit and compare the estimated fair value with the carrying amount of the reporting unit, including allocated
goodwill. The estimate of a reporting unit’s fair value involves management judgment and is based on one or a combination of
approaches including discounted expected future cash flows, market-based earnings multiples of the unit’s peer companies,
external appraisals or, in the case of reporting units being considered for sale, third-party indications of fair value, if available.
We consider one or more of these estimates when determining the fair value of a reporting unit to be used in the impairment
test.
If the estimated fair value of a reporting unit exceeds its carrying amount, goodwill is not impaired. If the carrying value of a
reporting unit exceeds its estimated fair value, goodwill associated with that reporting unit potentially is impaired. The amount
of impairment, if any, is measured as the excess of the carrying value of the goodwill over the implied fair value of the goodwill.
The implied fair value of the goodwill is measured as the excess of the fair value of the reporting unit over the amounts that
would be assigned to the reporting unit’s assets and liabilities in a hypothetical business combination. An impairment charge is
recognized in earnings to the extent of the excess of carrying value over fair value.
Goodwill was not impaired at December 31, 2014 based on the results of the goodwill impairment test.
The following table presents the changes in goodwill by reportable segment:
Commercial

(in millions)

Balance at January 1, 2012:
Goodwill - gross
Accumulated impairments
Net goodwill
Increase (decrease) due to:
Acquisition
Other
Balance at December 31, 2012:
Goodwill - gross
Accumulated impairments
Net goodwill
Increase (decrease) due to:
Other
Balance at December 31, 2013:
Goodwill - gross
Accumulated impairments

$

2,325 $
(1,266)
1,059
119
2,444
(1,266)
1,178
6
2,450
(1,266)
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Consumer
2,502 $
(2,211)
291
2,502
(2,211)
291
2,502
(2,211)

Other
23
23
(23)
-

Total
$

4,850
(3,477)
1,373
119
(23)
4,946
(3,477)
1,469
6
4,952
(3,477)
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Net goodwill
Increase (decrease) due to:
Acquisition
Other
Balance at December 31, 2014:
Goodwill - gross
Accumulated impairments
Net goodwill

1,184

$

291

-

1,475

(49)

28
-

-

28
(49)

2,401
(1,266)
1,135 $

2,530
(2,211)
319 $

-

4,931
(3,477)
$ 1,454

13. INSURANCE LIABILITIES

Liability for Unpaid Losses and Loss Adjustment Expenses
The liability for unpaid losses and loss adjustment expenses represents the accumulation of estimates of unpaid claims,
including estimates for claims incurred but not reported and claim adjustments expenses, less applicable discount for future
investment income. We continually review and update the methods used to determine loss reserve estimates and to establish
the resulting reserves. Any adjustments resulting from this review are reflected currently in pre-tax income. Because these
estimates are subject to the outcome of future events, changes in estimates are common given that loss trends vary and time
is often required for changes in trends to be recognized and confirmed. Reserve changes that increase previous estimates of
ultimate cost are referred to as unfavorable or adverse development or reserve strengthening. Reserve changes that decrease
previous estimates of ultimate cost are referred to as favorable development.
Our gross loss reserves before reinsurance and discount are net of contractual deductible recoverable amounts due from
policyholders of approximately $12.4 billion and $12.0 billion at December 31, 2014 and 2013, respectively. These recoverable
amounts are related to certain policies with high deductibles (primarily for U.S. commercial casualty business) where we
manage and pay the entire claim on behalf of the insured and are reimbursed by the insured for the deductible portion of the
claim. At December 31, 2014 and 2013, we held collateral totaling $9.4 billion and $9.0 billion, respectively, for these
deductible recoverable amounts, consisting primarily of letters of credit and trust agreements.
The following table presents the reconciliation of activity in the Liability for unpaid losses and loss adjustment
expenses:
Years Ended December 31,
(in millions)

Liability for unpaid losses and loss adjustment expenses, beginning of year
Reinsurance recoverable
Net liability for unpaid losses and loss adjustment expenses, beginning of year
Foreign exchange effect(a)
Dispositions
Changes in net loss reserves due to retroactive asbestos reinsurance transaction
Total
Losses and loss adjustment expenses incurred:
Current year
Prior years, excluding discount(b)
Prior years, discount charge (benefit)
Total
Losses and loss adjustment expenses paid(c):
Current year
Prior years
Total
Balance, end of year:
Net liability for unpaid losses and loss adjustment expenses
Reinsurance recoverable
Total
278

$

$

2014
81,547 $
(17,231)
64,316
(1,061)
141
63,396

2013
87,991 $
(19,209)
68,782
(617)
(79)
22
68,108

2012
91,145
(20,320)
70,825
(90)
(11)
90
70,814

21,279
703
478
22,460

22,171
557
(309)
22,419

25,385
421
(63)
25,743

6,358
17,886
24,244

7,431
18,780
26,211

8,450
19,325
27,775

61,612
15,648
77,260 $

64,316
17,231
81,547 $

68,782
19,209
87,991
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(a) For the 2012 amounts, $847 million was reclassified from "Foreign exchange effect" to "Losses and loss adjustment expenses paid (current year)". The
impact of this reclassification was a decrease of $847 million for foreign exchange and loss expenses paid (current year), with no income statement or balance
sheet impact.
(b) In 2014, included $545 million, $381 million, $(195) million, $135 million and $109 million related to primary casualty, environmental and asbestos, natural
catastrophes, financial lines and healthcare, respectively. In 2013, included $(144) million, $269 million, $498 million and $(54) million related to excess
casualty, environmental and pollution, primary casualty and healthcare, respectively. In 2012, includes $157 million, $200 million, $531 million and $68 million
related to excess casualty, environmental and pollution, primary casualty and healthcare, respectively.
(c) Includes amounts related to dispositions through the date of disposition.

The net adverse development includes loss-sensitive business, for which we recognized $105 million, $89 million and $54
million loss-sensitive premium adjustments for the years ended December 31, 2014, 2013 and 2012, respectively.

Discounting of Reserves
At December 31, 2014, the liability for unpaid losses and loss adjustment expenses reflects a net loss reserve discount of $3.1
billion, including tabular and non-tabular calculations based upon the following assumptions:
• Certain asbestos business that was written by Non-Life Insurance Companies is discounted, when allowed by the regulator
and when payments are fixed and determinable, based on the investment yields of the companies and the payout pattern
for this business.
• The tabular workers’ compensation discount is calculated based on a 3.5 percent interest rate and the 1999 U.S. Decennial
Life Table.
• The non-tabular workers’ compensation discount is calculated separately for companies domiciled in New York and
Pennsylvania, and follows the statutory regulations (prescribed or permitted) for each state. For New York companies, the
discount is based on a five percent interest rate and the companies’ own payout patterns. In 2012, for Pennsylvania
companies, the statute has specified discount factors for accident years 2001 and prior, which are based on a six percent
interest rate and an industry payout pattern. For accident years 2002 and subsequent, the discount is based on the payout
patterns and investment yields of the companies.
• Effective for the fourth quarter of 2013, our Pennsylvania regulator approved use of a consistent discount rate (U.S.
Treasury rate plus a liquidity premium) to all of our workers’ compensation reserves in our Pennsylvania-domiciled
companies, as well as our use of updated payout patterns specific to our primary and excess workers compensation
portfolios. Prior to this change, workers’ compensation reserves held by a Pennsylvania-domiciled insurer were discounted
as follows: i) For loss reserves associated with accident year 2001 and prior accident years, a prescribed discount factor
based on a rate of 6 percent and industry payout patterns, were applied, ii) For loss reserves associated with accident year
2002 and subsequent accident years, a rate of 4.25 percent and our own payout patterns were applied; and iii) For a portion
of loss reserves comprising excess workers' compensation reserves that were assumed into a Pennsylvania-domiciled
insurer from New York-domiciled insurers during 2011, we applied New York discounting rules, which include a prescribed
rate of five percent on case reserves only (no discounting of IBNR reserves).
• In the fourth quarter of 2014, our Pennsylvania and Delaware regulators approved an updated discount rate that we applied
to our workers’ compensation loss reserves for the legal entities domiciled in those states.
The discount consists of the following: $852 million of tabular discount for workers’ compensation in the domestic operations of
Non-Life Insurance Companies and $2.2 billion of non-tabular discount for workers’ compensation in the domestic operations
of Non-Life Insurance Companies; and $11 million — non-tabular discount for asbestos for Non-Life Insurance Companies.

Future Policy Benefits
Future policy benefits primarily include reserves for traditional life and annuity payout contracts, which represent an estimate of
the present value of future benefits less the present value of future net premiums. Included in Future policy benefits are
liabilities for annuities issued in structured settlement arrangements whereby a claimant has agreed to settle a general
insurance claim in exchange for fixed payments over a fixed determinable period of time with a life contingency feature.
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Future policy benefits also include certain guaranteed benefits of variable annuity products that are not considered embedded
derivatives, primarily guaranteed minimum death benefits. See Note 14 for additional information on guaranteed death
benefits.
The liability for long-duration future policy benefits has been established including assumptions for interest rates which vary by
year of issuance and product, and range from approximately 1 percent to 12 percent. Mortality and surrender rate assumptions
are generally based on actual experience when the liability is established.
For universal life policies with secondary guarantees, we recognize a future policy benefit reserve, in addition to policyholder
contract deposits, based on a benefit ratio of (a) the present value of total expected payments, in excess of the account value,
over the life of the contract, divided by (b) the present value of total expected assessments over the life of the contract. For
universal life policies without secondary guarantees, for which profits followed by losses are first expected after contract
inception, we establish future policy benefit reserves, in addition to policyholder contract deposits, so that expected future
losses are recognized in proportion to the emergence of profits in the earlier (profitable) years.

Policyholder Contract Deposits
The liability for Policyholder contract deposits is primarily recorded at accumulated value (deposits received and net transfers
from separate accounts, plus accrued interest credited at rates ranging from 0.3% to 8.4% at December 31, 2014, less
withdrawals and assessed fees). Deposits collected on investment-oriented products are not reflected as revenues, because
they are recorded directly to Policyholder contract deposits upon receipt. Amounts assessed against the contract holders for
mortality, administrative, and other services are included in revenues.
In addition to liabilities for universal life, fixed annuities, fixed options within variable annuities, annuities without life
contingencies, funding agreements and GICs, policyholder contract deposits also include our liability for (a) certain guaranteed
benefits and indexed features accounted for as embedded derivatives at fair value, (b) annuities issued in a structured
settlement arrangement with no life contingency and (c) certain contracts we have elected to account for at fair value. See
Note 14 herein for additional information on guaranteed benefits accounted for as embedded derivatives.
Under a funding agreement-backed notes issuance program, an unaffiliated, non-consolidated statutory trust issues mediumterm notes to investors, which are secured by GICs issued to the trust by one of our Life Insurance Companies through our
Institutional Markets operating segment. During the year ended December 31, 2014, a $450 million GIC was issued in
conjunction with the funding agreement-backed notes program.
The following table presents Policyholder contract deposits of the domestic Life Insurance Companies by product
line:
At December 31,
2014

(in millions)

Policyholder contract deposits:
Fixed Annuities
Group Retirement
Life
Retirement Income Solutions
Institutional Markets
Total Policyholder contract deposits

$

$

53,370 $
37,693
13,717
10,040
9,793
124,613 $

2013
54,515
37,695
13,644
6,729
9,433
122,016

Other Policyholder Funds
Other policyholder funds include unearned revenue reserves (URR). URR consists of front-end loads on investment-oriented
contracts, representing those policy loads that are non-level and typically higher in initial policy years than in later policy years.
URR for investment-oriented contracts are generally deferred and amortized, with interest, in relation to the incidence of
estimated gross profits (EGPs) to be realized over the estimated lives of the contracts and are subject to the same adjustments
due to changes in the assumptions underlying EGPs as DAC. Amortization of URR is recorded in Policy Fees.
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Other policyholder funds also include provisions for future dividends to participating policyholders, accrued in accordance with
all applicable regulatory or contractual provisions. Participating life business represented approximately 1.9 percent of the
gross insurance in force at December 31, 2014 and 3.7 percent of gross Premiums and other considerations in 2014. The
amount of annual dividends to be paid is approved locally by the boards of directors of the insurance companies. Provisions
for future dividend payments are computed by jurisdiction, reflecting local regulations. The portions of current and prior net
income and of current unrealized appreciation of investments that can inure to our benefit are restricted in some cases by the
insurance contracts and by the local insurance regulations of the jurisdictions in which the policies are in force.
Certain products are subject to experience adjustments. These include group life and group medical products, credit life
contracts, accident and health insurance contracts/riders attached to life policies and, to a limited extent, reinsurance
agreements with other direct insurers. Ultimate premiums from these contracts are estimated and recognized as revenue with
the unearned portions of the premiums recorded as liabilities in Other policyholder funds. Experience adjustments vary
according to the type of contract and the territory in which the policy is in force and are subject to local regulatory guidance.

14. VARIABLE LIFE AND ANNUITY CONTRACTS
We report variable contracts within the separate accounts when investment income and investment gains and losses accrue
directly to, and investment risk is borne by, the contract holder and the separate account meets additional accounting criteria to
qualify for separate account treatment. The assets supporting the variable portion of variable annuity and variable universal life
contracts that qualify for separate account treatment are carried at fair value and reported as separate account assets, with an
equivalent summary total reported as separate account liabilities.
Policy values for variable products and investment contracts are expressed in terms of investment units. Each unit is linked to
an asset portfolio. The value of a unit increases or decreases based on the value of the linked asset portfolio. The current
liability at any time is the sum of the current unit value of all investment units in the separate accounts, plus any liabilities for
guaranteed minimum death benefits or guaranteed minimum withdrawal benefits included in Future policy benefits or
Policyholder contract deposits, respectively.
Amounts assessed against the contract holders for mortality, administrative and other services are included in revenue. Net
investment income, net investment gains and losses, changes in fair value of assets, and policyholder account deposits and
withdrawals related to separate accounts are excluded from the Consolidated Statements of Income, Comprehensive Income
(Loss) and Cash Flows.
Variable annuity contracts may include certain contractually guaranteed benefits to the contract holder. These guaranteed
features include guaranteed minimum death benefits (GMDB) that are payable in the event of death, and living benefits that
are payable in the event of annuitization, or, in other instances, at specified dates during the accumulation period. Living
benefits include guaranteed minimum income benefits (GMIB), guaranteed minimum withdrawal benefits (GMWB) and
guaranteed minimum account value benefits (GMAV). A variable annuity contract may include more than one type of
guaranteed benefit feature; for example, it may have both a GMDB and a GMWB. However, a policyholder can only receive
payout from one guaranteed feature on a contract containing a death benefit and a living benefit, i.e. the features are mutually
exclusive. A policyholder cannot purchase more than one living benefit on one contract. The net amount at risk for each
feature is calculated irrespective of the existence of other features; as a result, the net amount at risk for each feature is not
additive to that of other features.
Account balances of variable annuity contracts with guarantees were invested in separate account investment options as
follows:
At December 31,
(in millions)

$

Equity funds
Bond funds
Balanced funds
Money market funds
Total

$
281

2014
40,811
7,566
22,354
797
71,528

$

$

2013
40,497
7,458
16,384
867
65,206
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GMDB and GMIB
Depending on the contract, the GMDB feature may provide a death benefit of either (a) total deposits made to the contract less
any partial withdrawals plus a minimum return (and in rare instances, no minimum return) or (b) the highest contract value
attained, typically on any anniversary date minus any subsequent withdrawals following the contract anniversary. GMIB
guarantees a minimum level of periodic income payments upon annuitization. GMDB is our most widely offered benefit; our
contracts also include GMIB to a lesser extent.
The liabilities for GMDB and GMIB, which are recorded in Future policyholder benefits, represent the expected value of
benefits in excess of the projected account value, with the excess recognized ratably over the accumulation period based on
total expected assessments, through Policyholder benefits and losses incurred. The net amount at risk for GMDB represents
the amount of benefits in excess of account value if death claims were filed on all contracts on the balance sheet date.
The following table presents details concerning our GMDB exposures, by benefit type:
At December 31,

(dollars in billions)

Account value
Net amount at risk
Average attained age of contract holders by product
Range of guaranteed minimum return rates

2014
Net Deposits
Plus a Minimum
Highest Contract
Return
Value Attained
$
85 $
17
1
1
62
68
0%-5%

2013
Net Deposits
Plus a Minimum
Highest Contract
Return
Value Attained
$
78 $
15
1
1
66
70
0-5%

The following summarizes GMDB and GMIB liabilities related to variable annuity contracts:
Years Ended December 31,
(in millions)

$

Balance, beginning of year
Reserve increase
Benefits paid
Balance, end of year

$

2014
394
93
(67)
420

$

$

2013
413
32
(51)
394

$

$

2012
445
43
(75)
413

We regularly evaluate estimates used to determine the GMDB liability and adjust the additional liability balance, with a related
charge or credit to Policyholder benefits and losses incurred, if actual experience or other evidence suggests that earlier
assumptions should be revised.
The following assumptions and methodology were used to determine the GMDB liability at December 31, 2014:
• Data used was up to 1,000 stochastically generated investment performance scenarios.
• Mean investment performance assumption was 8.5 percent.
• Volatility assumption was 16 percent.

• For certain products, mortality was assumed to be 85 percent of the 1983 variable annuity minimum guaranteed death
benefit table, adjusted for recent experience. For other products, mortality was assumed to be 92 percent to 139 percent of
the 2012 individual annuity mortality table.
• Lapse rates vary by contract type and duration and ranged zero percent to 37 percent.
• The discount rate ranged from 3.75 percent to 10 percent and is based on the growth rate assumption for the underlying
contracts in effect at the time of policy issuance.

GMWB and GMAV
Certain of our variable annuity contracts contain optional GMWB benefits and, to a lesser extent, GMAV benefits, which are not
currently offered. With a GMWB, the contract holder can monetize the excess of the guaranteed amount over the account
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value of the contract only through a series of withdrawals that do not exceed a specific percentage per year of the guaranteed
amount. If, after the series of withdrawals, the account value is exhausted, the contract holder will receive a series of annuity
payments equal to the remaining guaranteed amount, and, for lifetime GMWB products, the annuity payments continue as
long as the covered person(s) is living. With a GMAV benefit, the contract holder can monetize the excess of the guaranteed
amount over the account value of the contract, provided the contract holder persists until the maturity date.
The liabilities for GMWB and GMAV, which are recorded in Policyholder contract deposits, are accounted for as embedded
derivatives measured at fair value, with changes in the fair value of the liabilities recorded in Other net realized capital gains
(losses). The fair value of these embedded derivatives was a net liability of $957 million at December 31, 2014 and a net asset
of $37 million at December 31, 2013. See Note 5 herein for discussion of the fair value measurement of guaranteed benefits
that are accounted for as embedded derivatives. We had account values subject to GMWB and GMAV that totaled $35 billion
and $28.6 billion at December 31, 2014 and 2013, respectively. The net amount at risk for GMWB represents the present value
of minimum guaranteed withdrawal payments, in accordance with contract terms, in excess of account value, assuming no
lapses. The net amount at risk for GMAV represents the present value of minimum guaranteed account value in excess of the
current account balance, assuming no lapses. The net amount at risk related to these guarantees was $414 million and $63
million at December 31, 2014 and 2013, respectively. The increase in 2014 was primarily due to a decrease in interest rates.
We use derivative instruments and other financial instruments to mitigate a portion of our exposure that arises from GMWB
and GMAV benefits.
See Note 1 for discussion of presentation changes for policy fees that are related primarily to GMWB embedded derivatives.

15. DEBT
Our long-term debt is denominated in various currencies, with both fixed and variable interest rates. Long-term debt is carried
at the principal amount borrowed, including unamortized discounts, hedge accounting valuation adjustments and fair value
adjustments, when applicable. The interest rates presented in the following table reflect the range of contractual rates in effect
at December 31, 2014, including fixed and variable rate issuances.
The following table lists our total debt outstanding at December 31, 2014 and 2013. The interest rates presented in the
following table are the range of contractual rates in effect at December 31, 2014, including fixed and variable-rates:
At December 31, 2014
(in millions)
Debt issued or guaranteed by AIG:

Balance at

Balance at

Range of

Maturity

December 31,

December 31,

Interest Rate(s)

Date(s)

2014

2013

2.30% - 8.13%

2015 - 2097

2.38%

2015

250

250

4.88% - 8.63%

2037 - 2047

2,466

5,533

AIG general borrowings:
Notes and bonds payable
Subordinated debt
Junior subordinated debt

$

15,570

$

14,062

9.00%

2015

-

1

AIGLH notes and bonds payable

6.63% - 7.50%

2025 - 2029

284

299

AIGLH junior subordinated debt

7.57% - 8.50%

2030 - 2046

Loans and mortgages payable

Total AIG general borrowings
AIG/DIB borrowings supported by assets:

536

1,054

19,106

21,199

(a)

MIP notes payable

2.28% - 8.59%

2015 - 2018

2,870

7,963

Series AIGFP matched notes and bonds payable

0.10% - 0.24%

2017 - 2047

34

3,219
5,530

GIAs, at fair value

0.04% - 8.50%

2015 - 2047

4,648

Notes and bonds payable, at fair value

0.15% - 10.4%

2015 - 2049

818

1,217

8,370

17,929

27,476

39,128

Total AIG/DIB borrowings supported by assets
Total debt issued or guaranteed by AIG
Debt not guaranteed by AIG:
Other subsidiaries notes, bonds, loans and
mortgages payable
Debt of consolidated investments

(b)

0.06% - 5.60%

2015 - 2047

58

656

0.03% - 9.06%

2015 - 2061

3,683

1,909

3,741

2,565

Total debt not guaranteed by AIG
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Total long term debt

(c)

$

31,217

$

41,693

(a) AIG Parent guarantees all DIB debt, except for MIP notes payable and Series AIGFP matched notes and bonds payable, which are direct obligations of AIG
Parent.
(b) At December 31, 2014, includes debt of consolidated investments held through AIG Global Real Estate Investment Corp., AIG Credit Corp., AIGLH and AIG
Property Casualty Inc. of $2.0 billion, $54 million, $1.5 billion and $122 million, respectively. At December 31, 2013, includes debt of consolidated investments
held through AIG Global Real Estate Investment Corp., AIG Credit Corp., AIGLH and AIG Property Casualty Inc. of $1.5 billion, $111 million, $696 million and
$58 million, respectively.
(c) At December 31, 2013, excludes $21.4 billion related to ILFC as it is classified as a held-for-sale business.

The following table presents maturities of long-term debt (including unamortized original issue discount, hedge
accounting valuation adjustments and fair value adjustments, when applicable), excluding $3.7 billion in borrowings
of debt of consolidated investments:
December 31, 2014
(in millions)
Debt issued or guaranteed by AIG:
AIG general borrowings:
Notes and bonds payable
Subordinated debt
Junior subordinated debt
AIGLH notes and bonds payable
AIGLH junior subordinated debt
Total AIG general borrowings
AIG/DIB borrowings supported by assets:
MIP notes payable
Series AIGFP matched notes and
bonds payable
GIAs, at fair value
Notes and bonds payable, at fair value
Total AIG/DIB borrowings supported by assets
Total debt issued or guaranteed by AIG
Other subsidiaries notes, bonds, loans
and mortgages payable
Total

$

$

Year Ending
2017
2018

2019

510 $
510

2,407 $
2,407

998 $
998

2,019

353

-

-

165
168
699
2,253

10
226
131
2,386
2,896

631
153
1,137
3,544

180
180
1,178

24
2,827
234
3,085
15,625

1
2,254 $

1
2,897 $

1
3,545 $

1
1,179 $

16
15,641

Total

2015

2016

15,570 $
250
2,466
284
536
19,106

847 $
250
1,097

1,554 $
1,554

2,870

132

366

34
4,648
818
8,370
27,476

619
132
883
1,980

58
27,534 $

38
2,018 $

Thereafter

9,254
2,466
284
536
12,540

Uncollateralized and collateralized notes, bonds, loans and mortgages payable consisted of the following:
Uncollateralized
Collateralized
Notes/Bonds/Loans
Loans and
Payable
Mortgages Payable
Total
14
44
58
$
14 $
44 $ 58

At December 31, 2014
(in millions)

Other subsidiaries notes, bonds, loans and mortgages payable*
Total
*

AIG does not guarantee any of these borrowings.

Junior Subordinated Debt
In August 2012, we entered into new replacement capital covenants (the New RCCs) for the initial benefit of the holders of our
2.375% Subordinated Notes due 2015 (the Subordinated Notes), in connection with our 5.75% Series A-2 Junior Subordinated
Debentures and our 4.875% Series A-3 Junior Subordinated Debentures. We covenanted in each New RCC that, subject to
certain exceptions, we would not repay, redeem or purchase, and that none of our subsidiaries would purchase, the applicable
series of junior subordinated debentures prior to the scheduled termination date of that New RCC, unless since the date 360
days prior to the date of that repayment, redemption or purchase, we have received a specified amount of net cash proceeds
from the sale of common stock or certain other qualifying securities that have certain characteristics that are at least as equitylike as the applicable characteristics of the applicable series of junior subordinated debentures, or we or our subsidiaries have
issued a specified amount of common stock in connection with the conversion or exchange of certain convertible or
exchangeable securities. In the first quarter of 2013, our obligations under the New RCCs were effectively terminated because
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one of the termination provisions set forth in the New RCCs was triggered when it was determined that neither series of junior
subordinated debentures received equity credit any longer for rating agency purposes.
In 2014, we repurchased approximately $2.4 billion aggregate principal amount of our 8.175% Series A-6 Junior Subordinated
Debentures.

AIGLH Junior Subordinated Debentures (Formerly, Liabilities Connected To Trust Preferred Stock)
In connection with our acquisition of AIG Life Holdings, Inc. (AIGLH) in 2001, we entered into arrangements with AIGLH with
respect to outstanding AIGLH capital securities. In 1996, AIGLH issued capital securities through a trust to institutional
investors and funded the trust with AIGLH junior subordinated debentures issued to the trust with the same terms as the
capital securities.
On July 11, 2013, the AIGLH junior subordinated debentures were distributed to holders of the capital securities, the capital
securities were cancelled and the trusts were dissolved. At December 31, 2014, the junior subordinated debentures
outstanding consisted of $155 million of 8.5 percent junior subordinated debentures due July 2030, $245 million of 8.125
percent junior subordinated debentures due March 2046 and $136 million of 7.57 percent junior subordinated debentures due
December 2045, each guaranteed by AIG Parent.

Credit Facilities
The five-year syndicated credit facility that we entered into on June 19, 2014 (the Five-Year Facility) provides for $4.0 billion of
unsecured revolving loans and/or standby letters of credit without any limits on the type of borrowings. As of December 31,
2014, a total of $4 billion remains available under the Five-Year Facility. We expect we may draw down on the Five-Year
Facility from time to time, and may use the proceeds for general corporate purposes. The Five-Year Facility is summarized in
the following table.
At December 31, 2014
(in millions)

$

Five-Year Syndicated Credit Facility

Size
4,000

Available
Amount
$
4,000

Expiration
June 2019

Effective
Date
6/19/2014

16. CONTINGENCIES, COMMITMENTS AND GUARANTEES
In the normal course of business, various contingent liabilities and commitments are entered into by AIG and our subsidiaries.
In addition, AIG Parent guarantees various obligations of certain subsidiaries.
Although AIG cannot currently quantify its ultimate liability for unresolved litigation and investigation matters, including those
referred to below, it is possible that such liability could have a material adverse effect on AIG’s consolidated financial condition
or its consolidated results of operations or consolidated cash flows for an individual reporting period.

Legal Contingencies
Overview. In the normal course of business, AIG and our subsidiaries are, like others in the insurance and financial services
industries in general, subject to litigation, including claims for punitive damages. In our insurance and mortgage guaranty
operations, litigation arising from claims settlement activities is generally considered in the establishment of our liability for
unpaid losses and loss adjustment expenses. However, the potential for increasing jury awards and settlements makes it
difficult to assess the ultimate outcome of such litigation. AIG is also subject to derivative, class action and other claims
asserted by its shareholders and others alleging, among other things, breach of fiduciary duties by its directors and officers
and violations of insurance laws and regulations, as well as federal and state securities laws. In the case of any derivative
action brought on behalf of AIG, any recovery would accrue to the benefit of AIG.
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Various regulatory and governmental agencies have been reviewing certain transactions and practices of AIG and our
subsidiaries in connection with industry-wide and other inquiries into, among other matters, certain business practices of
current and former operating insurance subsidiaries. We have cooperated, and will continue to cooperate, in producing
documents and other information in response to subpoenas and other requests.

AIG’s Subprime Exposure, AIGFP Credit Default Swap Portfolio and Related Matters
AIG, AIGFP and certain directors and officers of AIG, AIGFP and other AIG subsidiaries have been named in various actions
relating to our exposure to the U.S. residential subprime mortgage market, unrealized market valuation losses on AIGFP’s
super senior credit default swap portfolio, losses and liquidity constraints relating to our securities lending program and related
disclosure and other matters (Subprime Exposure Issues).
Consolidated 2008 Securities Litigation. Between May 21, 2008 and January 15, 2009, eight purported securities class
action complaints were filed against AIG and certain directors and officers of AIG and AIGFP, AIG’s outside auditors, and the
underwriters of various securities offerings in the United States District Court for the Southern District of New York (the
Southern District of New York), alleging claims under the Securities Exchange Act of 1934, as amended (the Exchange Act), or
claims under the Securities Act of 1933, as amended (the Securities Act). On March 20, 2009, the Court consolidated all eight
of the purported securities class actions as In re American International Group, Inc. 2008 Securities Litigation (the
Consolidated 2008 Securities Litigation).
On May 19, 2009, the lead plaintiff in the Consolidated 2008 Securities Litigation filed a consolidated complaint on behalf of
purchasers of AIG Common Stock during the alleged class period of March 16, 2006 through September 16, 2008, and on
behalf of purchasers of various AIG securities offered pursuant to AIG’s shelf registration statements. The consolidated
complaint alleges that defendants made statements during the class period in press releases, AIG’s quarterly and year-end
filings, during conference calls, and in various registration statements and prospectuses in connection with the various
offerings that were materially false and misleading and that artificially inflated the price of AIG Common Stock. The alleged
false and misleading statements relate to, among other things, the Subprime Exposure Issues. The consolidated complaint
alleges violations of Sections 10(b) and 20(a) of the Exchange Act and Sections 11, 12(a)(2), and 15 of the Securities Act. On
August 5, 2009, defendants filed motions to dismiss the consolidated complaint, and on September 27, 2010, the Court denied
the motions to dismiss.
On April 26, 2013, the Court dismissed all claims against the outside auditors in their entirety, and it also reduced the scope of
the Securities Act claims against AIG and defendants other than the outside auditors.
On July 15, 2014, lead plaintiffs and all defendants except AIG’s outside auditors accepted a mediator’s proposal to settle the
Consolidated 2008 Securities Litigation for a cash payment by AIG of $960 million (the AIG Settlement). On August 1, 2014,
lead plaintiff and AIG’s outside auditors accepted a mediator’s proposal to resolve the Consolidated 2008 Securities Litigation
for a cash payment by the outside auditors (the Auditor Settlement and, collectively with the AIG Settlement, the
Settlement). On October 7, 2014, the Court granted lead plaintiff’s Motion for Preliminary Approval of Settlement and Approval
of Notice to the Class and scheduled a final settlement approval hearing for March 20, 2015. The deadline for parties to
exclude themselves from the Settlement passed on January 5, 2015. The Settlement remains subject to final approval by the
Court. On October 22, 2014, AIG made a cash payment of $960 million, which is being held in escrow pending final approval
of the AIG Settlement and which will be returned if the AIG Settlement is not approved. The AIG Settlement amount has been
accrued.
Individual Securities Litigations. Between November 18, 2011 and September 16, 2013, nine separate, though similar,
securities actions were filed asserting claims substantially similar to those in the Consolidated 2008 Securities Litigation
against AIG and certain directors and officers of AIG and AIGFP (one such action also names as defendants AIG’s outside
auditor and the underwriters of various securities offerings). Two such actions have been voluntarily dismissed; the remainder
are now pending in the Southern District of New York. On January 20, 2015, AIG and other defendants filed motions to dismiss
some or all of the claims asserted in all such actions pending as of that date. On February 2, 2015, and February 9, 2015, two
additional securities actions were filed in the Southern District of New York asserting claims substantially similar to those in the
Consolidated 2008 Securities Litigation against AIG (one of the two actions also names as defendants certain directors and
officers of AIG and AIGFP, and AIG’s outside auditor and certain of AIG’s underwriters during the relevant period).
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We have accrued our current estimate of probable loss with respect to the pending litigations and other potential related
litigations.
ERISA Actions – Southern District of New York. Between June 25, 2008 and November 25, 2008, AIG, certain directors and
officers of AIG, and members of AIG’s Retirement Board and Investment Committee were named as defendants in eight
purported class action complaints asserting claims on behalf of participants in certain pension plans sponsored by AIG or its
subsidiaries. The Court subsequently consolidated these eight actions as In re American International Group, Inc. ERISA
Litigation II. On December 19, 2014, lead plaintiffs’ counsel filed under seal a third consolidated amended complaint. The
action purports to be brought as a class action under the Employee Retirement Income Security Act of 1974, as amended
(ERISA), on behalf of all participants in or beneficiaries of certain benefit plans of AIG and its subsidiaries that offered shares
of AIG Common Stock. In the third consolidated amended complaint, plaintiffs allege, among other things, that the defendants
breached their fiduciary responsibilities to plan participants and their beneficiaries under ERISA, by continuing to offer the AIG
Stock Fund as an investment option in the plans after it allegedly became imprudent to do so. The alleged ERISA violations
relate to, among other things, the defendants’ purported failure to monitor and/or disclose certain matters, including the
Subprime Exposure Issues.
On January 6, 2015, the parties informed the Court that they had accepted a mediator’s proposal to settle the action for $40
million. On January 7, 2015, the Court removed all previously scheduled deadlines from the Court’s calendar, subject to the
parties’ submission of settlement papers to the Court seeking an order preliminarily approving the proposed settlement and
providing for notice to the class and a final settlement hearing. The entirety of the $40 million settlement is expected to be paid
by AIG’s fiduciary liability insurance carriers.
Canadian Securities Class Action – Ontario Superior Court of Justice. On November 12, 2008, an application was filed in
the Ontario Superior Court of Justice for leave to bring a purported class action against AIG, AIGFP, certain directors and
officers of AIG and Joseph Cassano, the former Chief Executive Officer of AIGFP, pursuant to the Ontario Securities Act. If the
Court grants the application, a class plaintiff will be permitted to file a statement of claim against defendants. The proposed
statement of claim would assert a class period of March 16, 2006 through September 16, 2008 and would allege that during
this period defendants made false and misleading statements and omissions in quarterly and annual reports and during oral
presentations in violation of the Ontario Securities Act.
On April 17, 2009, defendants filed a motion record in support of their motion to stay or dismiss for lack of jurisdiction and
forum non conveniens. On July 12, 2010, the Court adjourned a hearing on the motion pending a decision by the Supreme
Court of Canada in a pair of actions captioned Club Resorts Ltd. v. Van Breda 2012 SCC 17. On April 18, 2012, the Supreme
Court of Canada clarified the standard for determining jurisdiction over foreign and out-of-province defendants, such as AIG,
by holding that a defendant must have some form of “actual,” as opposed to a merely “virtual,” presence to be deemed to be
“doing business” in the jurisdiction. The Supreme Court of Canada also suggested that in future cases, defendants may
contest jurisdiction even when they are found to be doing business in a Canadian jurisdiction if their business activities in the
jurisdiction are unrelated to the subject matter of the litigation. The matter has been stayed pending further developments in
the Consolidated 2008 Securities Litigation. Plaintiff has not yet moved to lift the stay.
In plaintiff’s proposed statement of claim, plaintiff alleged general and special damages of $500 million and punitive damages
of $50 million plus prejudgment interest or such other sums as the Court finds appropriate. As of February 20, 2015, the Court
has not determined whether it has jurisdiction or granted plaintiff’s application to file a statement of claim, no merits discovery
has occurred and the action has been stayed. As a result, we are unable to reasonably estimate the possible loss or range of
losses, if any, arising from the litigation.

Starr International Litigation
On November 21, 2011, Starr International Company, Inc. (SICO) filed a complaint against the United States in the United
States Court of Federal Claims (the Court of Federal Claims), bringing claims, both individually and on behalf of the classes
defined below and derivatively on behalf of AIG (the SICO Treasury Action). The complaint challenges the government’s
assistance of AIG, pursuant to which AIG entered into a credit facility with the Federal Reserve Bank of New York (the FRBNY,
and such credit facility, the FRBNY Credit Facility) and the United States received an approximately 80 percent ownership in
AIG. The complaint alleges that the interest rate imposed on AIG and the appropriation of approximately 80 percent of AIG’s
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equity was discriminatory, unprecedented, and inconsistent with liquidity assistance offered by the government to other
comparable firms at the time and violated the Equal Protection, Due Process, and Takings Clauses of the U.S. Constitution.
In rulings dated July 2, 2012 and September 17, 2012, the Court of Federal Claims largely denied the United States’ motion to
dismiss in the SICO Treasury Action.
In the SICO Treasury Action, the only claims naming AIG as a party (as a nominal defendant) are derivative claims on behalf of
AIG. On September 21, 2012, SICO made a pre-litigation demand on our Board demanding that we pursue the derivative
claims or allow SICO to pursue the claims on our behalf. On January 9, 2013, our Board unanimously refused SICO’s demand
in its entirety and on January 23, 2013, counsel for the Board sent a letter to counsel for SICO describing the process by which
our Board considered and refused SICO’s demand and stating the reasons for our Board’s determination.
On March 11, 2013, SICO filed a second amended complaint in the SICO Treasury Action alleging that its demand was
wrongfully refused. On June 26, 2013, the Court of Federal Claims granted AIG’s and the United States’ motions to dismiss
SICO’s derivative claims in the SICO Treasury Action and denied the United States’ motion to dismiss SICO’s direct claims.
On March 11, 2013, the Court of Federal Claims in the SICO Treasury Action granted SICO’s motion for class certification of
two classes with respect to SICO’s non-derivative claims: (1) persons and entities who held shares of AIG Common Stock on
or before September 16, 2008 and who owned those shares on September 22, 2008; and (2) persons and entities who owned
shares of AIG Common Stock on June 30, 2009 and were eligible to vote those shares at AIG’s June 30, 2009 annual meeting
of shareholders. SICO has provided notice of class certification to potential members of the classes, who, pursuant to a court
order issued on April 25, 2013, had to return opt-in consent forms by September 16, 2013 to participate in either class.
286,908 holders of AIG Common Stock during the two class periods have opted into the classes.
Trial in the SICO Treasury Action began in the Court of Federal Claims on September 29, 2014, and witness testimony
concluded on November 24, 2014. SICO argued during trial that the two classes are entitled to a total of approximately $40
billion in damages, plus interest. The parties are in the process of post-trial briefing.
While AIG is no longer a party to the SICO Treasury Action, the United States has alleged, as an affirmative defense in its
answer, that AIG is obligated to indemnify the FRBNY and its representatives, including the Federal Reserve Board of
Governors and the United States (as the FRBNY’s principal), for any recovery in the SICO Treasury Action, and seeks a
contingent offset or recoupment for the value of net operating loss benefits the United States alleges that we received as a
result of the government’s assistance. On November 8, 2013, the Court denied a motion by SICO to strike the United States’
affirmative defenses of indemnification and contingent offset or recoupment.
AIG believes that any such indemnification obligation would arise only if: (a) SICO prevails on its claims at trial and receives an
award of damages and prevails through any appellate process; (b) the United States commences an action against AIG
seeking indemnification; and (c) the United States is successful in such an action through any appellate process. If SICO
prevails on its claims and the United States seeks indemnification from AIG, AIG intends to assert defenses thereto. A final
determination that the United States is liable for damages, together with a final determination that AIG is obligated to indemnify
the United States for any such damages, could have a material adverse effect on our business, consolidated financial
condition and results of operations.

False Claims Act Complaint
On February 25, 2010, a complaint was filed in the United States District Court for the Southern District of California by two
individuals (Relators) seeking to assert claims on behalf of the United States against AIG and certain other defendants,
including Goldman Sachs and Deutsche Bank, under the False Claims Act. Relators filed a first amended complaint on
September 30, 2010, adding certain additional defendants, including Bank of America and Société Générale. The first
amended complaint alleged that defendants engaged in fraudulent business practices in respect of their activities in the overthe-counter market for collateralized debt obligations, and submitted false claims to the United States in connection with the
FRBNY Credit Facility and Maiden Lane II LLC (ML II) and Maiden Lane III LLC entities (the Maiden Lane Interests) through,
among other things, misrepresenting AIG’s ability and intent to repay amounts drawn on the FRBNY Credit Facility, and
misrepresenting the value of the securities that the Maiden Lane Interests acquired from AIG and certain of its counterparties.
The first amended complaint sought unspecified damages pursuant to the False Claims Act in the amount of three times the
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damages allegedly sustained by the United States as well as interest, attorneys’ fees, costs and expenses. The complaint and
the first amended complaint were initially filed and maintained under seal while the United States considered whether to
intervene in the action. On or about April 28, 2011, after the United States declined to intervene, the District Court lifted the
seal, and Relators served the first amended complaint on AIG on July 11, 2011. On April 19, 2013, the Court granted AIG’s
motion to dismiss, dismissing the first amended complaint in its entirety, without prejudice, giving the Relators the opportunity
to file a second amended complaint. On May 24, 2013, the Relators filed a second amended complaint, which attempted to
plead the same claims as the prior complaints and did not specify an amount of alleged damages. AIG and its co-defendants
filed motions to dismiss the second amended complaint on August 9, 2013. On March 29, 2014, the Court dismissed the
second amended complaint with prejudice. On April 30, 2014, the Relators filed a Notice of Appeal to the Ninth Circuit. We are
unable to reasonably estimate the possible loss or range of losses, if any, arising from the litigation.

Litigation Matters Relating to AIG’s Insurance Operations
Caremark. AIG and certain of its subsidiaries have been named defendants in two putative class actions in state court in
Alabama that arise out of the 1999 settlement of class and derivative litigation involving Caremark Rx, Inc. (Caremark). The
plaintiffs in the second-filed action intervened in the first-filed action, and the second-filed action was dismissed. An excess
policy issued by a subsidiary of AIG with respect to the 1999 litigation was expressly stated to be without limit of liability. In the
current actions, plaintiffs allege that the judge approving the 1999 settlement was misled as to the extent of available insurance
coverage and would not have approved the settlement had he known of the existence and/or unlimited nature of the excess
policy. They further allege that AIG, its subsidiaries, and Caremark are liable for fraud and suppression for misrepresenting
and/or concealing the nature and extent of coverage.
The complaints filed by the plaintiffs and the intervenors request compensatory damages for the 1999 class in the amount of
$3.2 billion, plus punitive damages. AIG and its subsidiaries deny the allegations of fraud and suppression, assert that
information concerning the excess policy was publicly disclosed months prior to the approval of the settlement, that the claims
are barred by the statute of limitations, and that the statute cannot be tolled in light of the public disclosure of the excess
coverage. The plaintiffs and intervenors, in turn, have asserted that the disclosure was insufficient to inform them of the nature
of the coverage and did not start the running of the statute of limitations.
On August 15, 2012, the trial court entered an order granting plaintiffs’ motion for class certification, and on September 12,
2014, the Alabama Supreme Court affirmed that order. AIG and the other defendants have petitioned for rehearing of that
decision. Absent further review of the class certification order, the matter will return to the trial court for general discovery
(which has not yet commenced) and adjudication of the merits. AIG is unable to reasonably estimate the possible loss or range
of losses, if any, arising from the litigation.
Regulatory and Related Matters
In April 2007, the National Association of Insurance Commissioners (NAIC) formed a Settlement Review Working Group,
directed by the State of Indiana, to review the Workers’ Compensation Residual Market Assessment portion of the settlement
between AIG, the Office of the New York Attorney General, and the New York State Department of Insurance. In late 2007,
the Settlement Review Working Group, under the direction of Indiana, Minnesota and Rhode Island, recommended that a
multi-state targeted market conduct examination focusing on workers’ compensation insurance be commenced under the
direction of the NAIC’s Market Analysis Working Group. AIG was informed of the multi-state targeted market conduct
examination in January 2008. The lead states in the multi-state examination were Delaware, Florida, Indiana, Massachusetts,
Minnesota, New York, Pennsylvania and Rhode Island. All other states (and the District of Columbia) agreed to participate in
the multi-state examination. The examination focused on legacy issues related to certain AIG entities’ writing and reporting of
workers compensation insurance between 1985 and 1996.
On December 17, 2010, AIG and the lead states reached an agreement to settle all regulatory liabilities arising out of the
subjects of the multistate examination. This regulatory settlement agreement, which was agreed to by all 50 states and the
District of Columbia, included, among other terms, (i) AIG’s payment of $100 million in regulatory fines and penalties; (ii) AIG’s
payment of $46.5 million in outstanding premium taxes and assessments; (iii) AIG’s agreement to enter into a compliance plan
describing agreed-upon specific steps and standards for evaluating AIG’s ongoing compliance with state regulations governing
the setting of workers’ compensation insurance premium rates and the reporting of workers compensation premiums; and (iv)
AIG’s agreement to pay up to $150 million in contingent fines in the event that AIG fails to comply substantially with the
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compliance plan requirements. In furtherance of the compliance plan, the agreement provided for a monitoring period from
May 29, 2012 to May 29, 2014 leading up to a compliance plan examination. After the close of the monitoring period, as part
of preparation for the actual conduct of the compliance plan examination, on or about October 1, 2014, AIG and the lead states
agreed upon corrective action plans to address particular issues identified during the monitoring period. The compliance plan
examination is ongoing. There can be no assurance that the result of the compliance plan examination will not result in a fine,
have a material adverse effect on AIG’s ongoing operations or lead to civil litigation.
In connection with a multi-state examination of certain accident and health products, including travel products, issued by
National Union Fire Insurance Company of Pittsburgh, Pa. (National Union), AIG Property Casualty Inc. (formerly Chartis Inc.),
on behalf of itself, National Union, and certain of AIG Property Casualty Inc.’s insurance and non-insurance companies
(collectively, the AIG PC parties) entered into a Regulatory Settlement Agreement with regulators from 50 U.S. jurisdictions
effective November 29, 2012. Under the agreement, and without admitting any liability for the issues raised in the examination,
the AIG PC parties (i) paid a civil penalty of $50 million, (ii) entered into a corrective action plan describing agreed-upon
specific steps and standards for evaluating the AIG PC parties’ ongoing compliance with laws and regulations governing the
issues identified in the examination, and (iii) agreed to pay a contingent fine in the event that the AIG PC parties fail to satisfy
certain terms of the corrective action plan. National Union and other AIG companies are also currently subject to civil litigation
relating to the conduct of their accident and health business, and may be subject to additional litigation relating to the conduct
of such business from time to time in the ordinary course. There can be no assurance that any regulatory action resulting from
the issues identified will not have a material adverse effect on our ongoing operations of the business subject to the
agreement, or on similar business written by other AIG carriers.
Industry-wide examinations conducted by the Minnesota Department of Insurance and the Department of Housing and Urban
Development (HUD) on captive reinsurance practices by lenders and mortgage insurance companies, including UGC, have
been ongoing for several years. In 2011, the Consumer Financial Protection Bureau (CFPB) assumed responsibility for
violations of the Real Estate Settlement Procedures Act from HUD, and assumed HUD’s aforementioned ongoing
investigation. UGC and the CFPB reached a settlement, entered on April 8, 2013 by the United States District Court for the
Southern District of Florida, where UGC consented to discontinue its remaining captive reinsurance practices and to pay a civil
monetary penalty of $4.5 million to the CFPB. The settlement includes a release for all liability related to UGC’s captive
reinsurance practices and resolves the CFPB’s investigation. On January 31, 2014, PHH Corp. and various affiliates (all nonparties to the action and the consent order) filed a motion to reopen the case and to intervene therein for the limited purpose of
obtaining a declaratory judgment enforcing the consent order. UGC opposed this request, and on March 10, 2014, the Court
denied PHH Corp.’s motion. PHH Corp. has appealed to the Eleventh Circuit.
UGC has received a proposed consent order from the Minnesota Commissioner of Commerce (the MN Commissioner) which
alleges that UGC violated the Real Estate Settlement Procedures Act and other state laws in connection with its practices with
captive reinsurance companies owned by lenders. UGC is engaged in discussions with the MN Commissioner with respect to
the terms of the proposed consent order. UGC cannot predict if or when a consent order may be entered into or, if entered into,
what the terms of the final consent order will be. UGC has been subject to civil litigation relating to its placement of reinsurance
with captives owned by lenders, and may be subject to additional litigation relating to the conduct of such business from time
to time in the ordinary course.
AIG is responding to subpoenas from the New York Department of Financial Services (NYDFS) and the Manhattan District
Attorney’s Office (NYDA) relating to AIG’s formerly wholly owned subsidiaries, ALICO and Delaware American Life Insurance
Company (DelAm), and other related business units, which were sold by AIG to MetLife in November 2010. The inquiries
relate to whether ALICO, DelAm and their representatives conducted insurance business in New York over an extended period
of time without a license, and whether certain representations by ALICO concerning its activities in New York were accurate.
On or about March 31, 2014, a consent order between MetLife and the NYDFS, whereby MetLife agreed to pay $50 million,
and a deferred prosecution agreement with the NYDA, whereby MetLife agreed to pay $10 million, were announced. AIG was
not a party to either settlement. The consent order between the NYDFS and MetLife made certain findings, including that
former AIG subsidiaries and affiliates conducted insurance business in New York without a license and that ALICO, while
operating as a subsidiary of AIG, made misrepresentations and omissions concerning its insurance business activities in New
York to NYDFS’s predecessor agency, the New York State Department of Insurance. The NYDFS also found in the consent
order that AIG had violated the New York Insurance Law. On April 3, 2014, AIG filed a complaint against the NYDFS and
NYDFS Superintendent Benjamin Lawsky in the Southern District of New York, seeking declaratory and injunctive relief on the
basis that the NYDFS’s interpretation of the New York Insurance Law is unconstitutional under the Due Process and
Commerce Clauses, as well as the First Amendment, of the U.S. Constitution. Defendants filed a motion to dismiss the federal
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complaint on May 16, 2014. On October 31, 2014, AIG and NYDFS entered into a Consent Order, whereby AIG agreed to pay
$35 million and dismiss the federal lawsuit in exchange for NYDFS’s agreement to discontinue its inquiry.
On May 12, 2010, a complaint was filed under seal in the Southern District of New York by an individual (Relator) seeking to
assert claims on behalf of the United States against AIG under the False Claims Act. The Relator filed also under seal a first
amended complaint on July 28, 2011. The complaint and the first amended complaint were initially filed and maintained under
seal while the United States considered whether to intervene in the action, and on or about October 29, 2013, after the United
States declined to intervene, the District Court ordered the complaint be unsealed 30 days after the entry of the order. The
case, however, was not unsealed until May 9, 2014. The Relator thereafter served his second amended complaint on AIG on
May 23, 2014. The second amended complaint alleges that AIG made false statements relevant to the valuation of two of its
former subsidiaries, ALICO and American International Assurance Limited (AIA), in connection with agreements under which
interests in those subsidiaries were transferred to the FRBNY in exchange for a $25 billion decrease in the amount owed to the
FRBNY under the FRBNY Credit Facility. Specifically, it alleges that AIG falsely told the federal government that ALICO and
AIA had the licenses they needed to conduct their business and were in compliance with applicable laws and regulations. AIG
moved to dismiss the Relator’s second amended complaint on December 22, 2014.
As previously disclosed in prior quarters, a state regulatory agency has requested additional information relating to the
unwinding of a position on which we realized gains of $196 million for the year ended December 31, 2014.

Legal Reserves
We recorded increases in our legal reserve liability of $507 million and $391 million in the years ended December 31, 2014
and 2013, respectively.

Other Contingencies

Liability for unpaid losses and loss adjustment expenses
Although we regularly review the adequacy of the established Liability for unpaid losses and loss adjustment expenses, there
can be no assurance that our loss reserves will not develop adversely and have a material adverse effect on our results of
operations. Estimation of ultimate net losses, loss expenses and loss reserves is a complex process, particularly for long-tail
casualty lines of business, which include, but are not limited to, general liability, commercial automobile liability, environmental,
workers’ compensation, excess casualty and crisis management coverages, insurance and risk management programs for
large corporate customers and other customized structured insurance products, as well as excess and umbrella liability,
directors and officers and products liability. Generally, actual historical loss development factors are used to project future loss
development. However, there can be no assurance that future loss development patterns will be the same as in the past.
Moreover, any deviation in loss cost trends or in loss development factors might not be identified for an extended period of
time subsequent to the recording of the initial loss reserve estimates for any accident year. Reserves with respect to a number
of years may be significantly affected by changes in loss cost trends or loss development factors that were relied upon in
setting the reserves. These changes in loss cost trends or loss development factors could be attributable to changes in global
economic conditions, changes in the legal, regulatory, judicial and social environment, changes in medical cost trends (for
example, inflation, intensity and utilization of medical services), underlying policy pricing, terms and conditions, and claims
handling practices.
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Commitments
We occupy leased space in many locations under various long-term leases and have entered into various leases covering the
long-term use of data processing equipment.
The following table presents the future minimum lease payments under operating leases at December 31, 2014:
(in millions)

2015
2016
2017
2018
2019
Remaining years after 2019
Total

$

$

349
265
191
136
98
265
1,304

Rent expense was $471 million, $414 million and $445 million for the years ended December 31, 2014, 2013 and 2012,
respectively. These amounts include $7 million for the year ended December 31, 2014 related to ILFC prior to the sale in 2014,
and $15 million and $16 million attributable to businesses held for sale for the years ended December 31, 2013 and 2012,
respectively.

Other Commitments
In the normal course of business, we enter into commitments to invest in limited partnerships, private equity funds and hedge
funds and to purchase and develop real estate in the U.S. and abroad. These commitments totaled $2.5 billion at December
31, 2014.

Guarantees

Subsidiaries
We have issued unconditional guarantees with respect to the prompt payment, when due, of all present and future payment
obligations and liabilities of AIGFP and those arising from transactions entered into by AIG Markets.
In connection with AIGFP’s business activities, AIGFP has issued, in a limited number of transactions, standby letters of credit
or similar facilities to equity investors of structured leasing transactions in an amount equal to the termination value owing to
the equity investor by the lessee in the event of a lessee default (the equity termination value) that are not otherwise satisfied
by other arrangements. The total amount outstanding under these facilities at December 31, 2014 was $214 million. In those
transactions, AIGFP has agreed to pay the equity termination value if the lessee fails to pay. The amount payable by AIGFP is,
in certain cases, partially offset by amounts payable under other instruments typically equal to the present value of scheduled
payments to be made by AIGFP. In the event that AIGFP is required to make a payment to the equity investor, the lessee is
unconditionally obligated to reimburse AIGFP. To the extent that the equity investor is paid the equity termination value from
the standby letter of credit and/or other sources, including payments by the lessee, AIGFP takes an assignment of the equity
investor’s rights under the lease of the underlying property. Because the obligations of the lessee under the lease transactions
are generally economically defeased, lessee bankruptcy is the most likely circumstance in which AIGFP would be required to
pay without reimbursement.
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Asset Dispositions

General
We are subject to financial guarantees and indemnity arrangements in connection with the sales of businesses that occurred
pursuant to our asset disposition plan. The various arrangements may be triggered by, among other things, declines in asset
values, the occurrence of specified business contingencies, the realization of contingent liabilities, developments in litigation or
breaches of representations, warranties or covenants made by us. These arrangements are typically subject to various time
limitations, defined by the contract or by operation of law, such as statutes of limitation. In some cases, the maximum potential
obligation is subject to contractual limitations, while in other cases such limitations are not specified or are not applicable.
We are unable to develop a reasonable estimate of the maximum potential liability under certain of these arrangements.
Overall, we believe that it is unlikely we will have to make any material payments related to the sales subject to these
arrangements, and no material liabilities related to these arrangements have been recorded in the Consolidated Balance
Sheets. See Note 4 herein for additional information on sales of businesses and asset dispositions.

Other
• See Note 10 for commitments and guarantees associated with VIEs.
• See Note 11 for disclosures about derivatives.
• See Note 26 for additional disclosures about guarantees of outstanding debt.

17. EQUITY

Shares Outstanding
The following table presents a rollforward of outstanding shares:
Common

Treasury

Common Stock

Stock Issued

Stock

Outstanding

Year Ended December 31, 2012
Shares, beginning of year

1,906,568,099

Issuances

43,581

(9,746,617)
685,727

1,896,821,482
729,308

Shares purchased

-

(421,228,855)

(421,228,855)

Shares, end of year

1,906,611,680

(430,289,745)

1,476,321,935

1,906,611,680

(430,289,745)

1,476,321,935

Year Ended December 31, 2013
Shares, beginning of year
Shares issued

34,009

Shares repurchased
Shares, end of year

24,778

58,787

-

(12,317,399)

(12,317,399)

1,906,645,689

(442,582,366)

1,464,063,323

1,906,645,689

(442,582,366)

1,464,063,323

Year Ended December 31, 2014
Shares, beginning of year
Shares issued

25,803

Shares repurchased
Shares, end of year
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-

(88,177,903)

1,906,671,492

(530,744,521)

41,551
(88,177,903)
1,375,926,971
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Dividends
Payment of future dividends to our shareholders and repurchases of AIG Common Stock depends in part on the regulatory
framework that we are currently subject to and that will ultimately be applicable to us, including as a nonbank systemically
important financial institution under the Dodd-Frank Wall Street Reform and Consumer Protection Act (Dodd Frank) and a
global systemically important insurer. In addition, dividends are payable on AIG Common Stock only when, as and if declared
by our Board of Directors in its discretion, from funds legally available therefor. In considering whether to pay a dividend or
purchase shares of AIG Common Stock, our Board of Directors considers such matters as the performance of our businesses,
our consolidated financial condition, results of operations and liquidity, available capital, the existence of investment
opportunities, contractual, legal and regulatory restrictions on the payment of dividends by our subsidiaries, rating agency
considerations, including the potential effect on our debt ratings, and such other factors as our Board of Directors may deem
relevant.
On March 25, 2014, AIG paid a dividend of $0.125 per share on AIG Common Stock to shareholders of record on March 11,
2014. On June 24, 2014, AIG paid a dividend of $0.125 per share on AIG Common Stock to shareholders of record on
June 10, 2014. On September 25, 2014, AIG paid a dividend of $0.125 per share on AIG Common Stock to shareholders of
record on September 11, 2014. On December 18, 2014, AIG paid a dividend of $0.125 per share on AIG Common Stock to
shareholders of record on December 4, 2014.

Repurchase of AIG Common Stock in 2014 and 2013
On August 1, 2013, our Board of Directors authorized the repurchase of shares of AIG Common Stock, with an aggregate
purchase price of up to $1.0 billion, from time to time in the open market, private purchases, through forward, derivative,
accelerated repurchase or automatic repurchase transactions or otherwise. For the year ended December 31, 2013, we
repurchased approximately 12 million shares of AIG Common Stock for an aggregate purchase price of approximately $597
million pursuant to this authorization.
On February 13, 2014, June 5, 2014 and October 31, 2014, our Board of Directors authorized increases to the August 1, 2013
repurchase authorization of AIG Common Stock of an aggregate of $4.5 billion. For the year ended December 31, 2014, we
repurchased approximately 88 million shares of AIG Common Stock for an aggregate purchase price of approximately $4.9
billion.
In the second, third and fourth quarters of 2014, we executed five accelerated stock repurchase (ASR) agreements with thirdparty financial institutions. The total number of shares of AIG Common Stock repurchased in the twelve-month period ended
December 31, 2014, and the aggregate purchase price of those shares, each as set forth above, reflect our payment of
approximately $3.1 billion in the aggregate under the ASR agreements and the receipt of approximately 53 million shares of
AIG Common Stock in the aggregate, including the initial receipt of 70 percent of the total notional share equivalent, or
approximately 9.2 million shares of AIG Common Stock, under an ASR agreement executed in December 2014. That ASR
agreement settled in January 2015, at which time we received approximately 3.5 million additional shares of AIG Common
Stock based on a formula specified by the terms of the ASR agreement.
The timing of any future repurchases will depend on market conditions, our financial condition, results of operations, liquidity
and other factors.

AIG Common Stock Offerings by the Department of the Treasury and AIG Purchases of AIG Common Stock in 2012
Through registered public offerings, the Department of the Treasury disposed of all of its ownership of AIG Common Stock as
of December 31, 2012, from ownership of approximately 92 percent (1.7 billion shares) prior to the completion of the first
registered public offering initiated by the Department of the Treasury as selling shareholder in May 2011. During 2012, the
Department of the Treasury, as selling shareholder, completed registered public offerings of AIG Common Stock on March 13
(the March Offering), May 10 (the May Offering), August 8 (the August Offering), September 14 (the September Offering) and
December 14 (the December Offering). We participated as a purchaser in the first four 2012 offerings. Each of these
purchases was authorized by our Board of Directors.
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The following table presents certain information relating to these offerings:
(dollars in millions, except share-price data)
2012 Offerings:
March Offering
May Offering
August Offering
September Offering
December Offering

U.S. Treasury
Shares Sold

Price
$

29.00
30.50
30.50
32.50
32.50

206,896,552
188,524,589
188,524,590
636,923,075
234,169,156
1,455,037,962

$

$

Amount
6,000
5,750
5,750
20,700
7,610
45,810

AIG
Shares Purchased
103,448,276
65,573,770
98,360,656
153,846,153
421,228,855

Amount

$

3,000
2,000
3,000
5,000
13,000

$

Accumulated Other Comprehensive Income
The following table presents a rollforward of Accumulated other comprehensive income:
Unrealized Appreciation
(Depreciation) of Fixed
Maturity Securities

(in millions)

Balance, January 1, 2012
Change in unrealized
appreciation
of investments
Change in deferred policy
acquisition costs
adjustment and other
Change in future policy
benefits*
Change in foreign currency
translation adjustments
Change in net derivative
gains arising from
cash flow hedging
activities
Change in net actuarial loss
Change in prior service credit
Change in deferred tax
asset (liability)
Total other comprehensive
income (loss)
Noncontrolling interests
Balance, December 31, 2012
Change in unrealized
appreciation (depreciation)
of investments
Change in deferred policy
acquisition costs
adjustment and other
Change in future policy
benefits
Change in foreign currency
translation adjustments

$

Gains (Losses)

on Which Other-Than-

Appreciation

Foreign

Arising from

Temporary Credit

(Depreciation)

Currency

Cash Flow

Plan

Impairments

of All Other

Translation

Hedging

Liabilities

Were Recognized

Investments

Adjustments

Activities

Adjustment

(711) $

2,306

$

Net Derivative
Unrealized

8,575 $

8,404

(409) $

Retirement

Total

(17) $

(957) $

6,481

-

-

-

10,710

(49)

(840)

-

-

-

(889)

(85)

(432)

-

-

-

(517)

-

-

(33)

-

-

-

-

(33)

-

33
-

(273)
(46)

(16)

232

(886)

(2,252)

33

1,286
575 $

4,880
9
13,446 $

(6)
(403) $

17
- $

33
(273)
(46)
(2,889)

(87)
6,096
3
(1,044) $ 12,574

464

(14,069)

-

-

-

(127)

1,000

-

-

-

873

79

2,658

-

-

-

2,737

-

-

-

-
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Change in net actuarial loss
Change in prior service credit
Change in deferred tax
asset (liability)
Total other comprehensive
income (loss)
Noncontrolling interests
Balance, December 31, 2013
Change in unrealized
appreciation
of investments
Change in deferred policy
acquisition costs
adjustment and other
Change in future policy
benefits
Change in foreign currency
translation adjustments
Change in net actuarial loss
Change in prior service credit
Change in deferred tax
asset (liability)
Total other comprehensive
income (loss)
Noncontrolling interests
Balance, December 31, 2014

-

-

(55)

3,738

361
936 $

$

(6,673)
(16)
6,789 $

156

7,564

(133)

-

1,012
(51)

1,012
(51)

(102)

-

(330)

3,251

(556)
(7)
(952) $

- $

631
(413) $

(6,237)
(23)
6,360

7,720

-

-

-

(495)

-

-

-

(427)

(1,113)

-

-

-

(1,246)

68

-

$

-

-

(833)
-

16

(418)

1

107
1,043 $

5,538
12,327 $

(832)
(1,784) $

-

(815)
(49)

(833)
(815)
(49)

-

308

(93)

- $

(556)
4,257
(969) $ 10,617

* The adjustment to policyholder benefit reserves assumes that the unrealized appreciation on available for sale securities is actually realized and that the
proceeds are reinvested at lower yields.

The following table presents the other comprehensive income (loss) reclassification adjustments for the years ended
December 31, 2014, 2013 and 2012:
Unrealized Appreciation
(Depreciation) of Fixed

(in millions)

Net Derivative

Maturity Securities

Unrealized

Gains (Losses)

on Which Other-Than-

Appreciation

Foreign

Arising from

Temporary Credit (Depreciation)

Currency

Cash Flow

Plan

Retirement

Impairments Were

of All Other

Translation

Hedging

Liabilities

Recognized

Investments

Adjustments

Activities

Adjustment

Total

December 31, 2012
Unrealized change arising during period

$

2,236 $

8,896 $

(33) $

(2) $

(406) $

10,691

(35)

(87)

1,706

Less: Reclassification adjustments
included in net income

64

1,764

-

2,172

7,132

(33)

33

(319)

8,985

886

2,252

(33)

16

(232)

2,889

Total other comprehensive income (loss),
before income tax expense (benefit)
Less: Income tax expense (benefit)
Total other comprehensive income (loss),
net of income tax expense (benefit)

$

1,286 $

4,880 $

- $

17 $

(87) $

6,096

$

507 $

(9,556) $

(454) $

- $

851 $

(8,652)

91

855

-

-

(110)

December 31, 2013
Unrealized change arising during period
Less: Reclassification adjustments
included in net income

836

Total other comprehensive income (loss),
before income tax expense (benefit)
Less: Income tax expense (benefit)

416

(10,411)

(454)

-

961

(9,488)

55

(3,738)

102

-

330

(3,251)

Total other comprehensive income (loss),
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net of income tax expense (benefit)

$

361 $

(6,673) $

(556) $

- $

631 $

(6,237)

$

119 $

6,488 $

(833) $

- $

(866) $

4,908

28

532

-

91

December 31, 2014
Unrealized change arising during period
Less: Reclassification adjustments
included in net income

-

(2)

558

Total other comprehensive income (loss),
before income tax expense (benefit)
Less: Income tax expense (benefit)

5,956

(833)

-

(864)

4,350

(16)

418

(1)

-

(308)

93

107 $

5,538 $

(832) $

- $

(556) $

Total other comprehensive income (loss),
net of income tax expense (benefit)

$

4,257

The following table presents the effect of the reclassification of significant items out of Accumulated other
comprehensive income on the respective line items in the Consolidated Statements of Income:
Amount Reclassified
from Accumulated Other
Comprehensive Income
Years Ended December 31,
2014

(in millions)

Unrealized appreciation (depreciation) of fixed maturity
securities on which other-than-temporary credit impairments
were recognized
Investments
Total
Unrealized appreciation (depreciation) of all other investments
Investments
Deferred acquisition costs adjustment
Future policy benefits
Total
Change in retirement plan liabilities adjustment
Prior-service costs
Actuarial gains/(losses)
Total
Total reclassifications for the period

$

28 $
28
669
(20)
(117)
532

$

47
(49)
(2)
558 $

Affected Line Item in the
Consolidated Statements of Income

2013

91
91

Other realized capital gains

2,452 Other realized capital gains
(28) Amortization of deferred acquisition costs
(1,569) Policyholder benefits and losses incurred
855
47 *
(157) *
(110)
836

* These Accumulated other comprehensive income components are included in the computation of net periodic pension cost. See Note 22 to the Consolidated
Financial Statements.

18. NONCONTROLLING INTERESTS
The following table presents a rollforward of noncontrolling interests:
Redeemable

Non-redeemable

Noncontrolling interests

Noncontrolling interests

Held by
Department
of Treasury

(in millions)

Held by
Other

Total

FRBNY

Other

Total

Year Ended December 31, 2014
Balance, beginning of year

$

- $

30 $

30

$

-

$

611

$

611

Contributions from noncontrolling interests

-

1

1

-

17

17

Distributions to noncontrolling interests

-

-

-

-

(147)

(147)

Deconsolidation

-

-

(99)

(99)

(31)

(31)

Comprehensive loss:
Net loss

-

-

-

-

(5)

(5)

-

-

-

-

-

-

Other comprehensive income (loss), net of tax:
Unrealized gains on investments
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Foreign currency translation adjustments

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

-

(5)

(5)

Total other comprehensive
income (loss), net of tax
Total comprehensive income (loss)
Other
Balance, end of year

-

-

-

$

- $

- $

-

$

-

$

374

(3)
$

374

(3)

$

- $

334 $

334

$

-

$

667

$

667

Year Ended December 31, 2013
Balance, beginning of year
Contributions from noncontrolling interests

-

48

48

-

33

33

Distributions to noncontrolling interests

-

(167)

(167)

-

(81)

(81)

Consolidation (deconsolidation)

-

(169)

(169)

-

-

-

-

5

5

Comprehensive loss:
Net income

-

2

2

Unrealized losses on investments

-

(16)

(16)

-

-

-

Foreign currency translation adjustments

-

(2)

(2)

-

(5)

(5)
(5)

Other comprehensive loss, net of tax:

Total other comprehensive
loss, net of tax
Total comprehensive loss
Other

-

(18)

(18)

-

(5)

-

(16)

(16)

-

-

-

-

(8)

(8)

-

Balance, end of year

$

-

- $

30 $

8,427 $

96 $

30

$

-

$

611

$

611

8,523

$

-

$

855

$

855

Year Ended December 31, 2012
Balance, beginning of year

$

Repayment to Department of the Treasury

(8,635)

-

(8,635)

-

-

-

Contributions from noncontrolling interests

-

36

36

-

(87)

(87)

Distributions to noncontrolling interests

-

68

68

-

(27)

(27)

208

14

222

-

40

40

Unrealized gains on investments

-

4

4

-

5

5

Foreign currency translation adjustments

-

-

-

-

(6)

(6)

Comprehensive income:
Net income
Other comprehensive income (loss), net of tax:

Total other comprehensive
income (loss), net of tax
Total comprehensive income
Other
Balance, end of year

$

-

4

4

-

(1)

(1)

208

18

226

-

39

39

-

116

116

- $

334 $

334

$

-

(113)
$

667

(113)
$

667

Redeemable noncontrolling interest
Nonvoting, callable, junior preferred interests held by the Department of Treasury represented preferred interests in the
AIA SPV and ALICO SPV. In connection with the execution of our orderly asset disposition plan, as well as the repayment of
the FRBNY Credit Facility, we transferred two of our wholly-owned businesses, AIA and ALICO, to two newly created SPVs in
exchange for all the common and preferred interests (the SPV Preferred Interests) of those SPVs. On December 1, 2009, AIG
transferred the SPV Preferred Interests to the FRBNY in consideration for a $25 billion reduction of the outstanding loan
balance and of the maximum amount of credit available under the FRBNY Credit Facility and amended the terms of the
FRBNY Credit Facility. As part of the closing of the Recapitalization, the remaining SPV Preferred Interests, with an aggregate
liquidation preference of approximately $20.3 billion at January 14, 2011, were purchased from the FRBNY by AIG and
transferred to the Department of the Treasury as part of the consideration for the exchange of our Series F Preferred Stock.
The common interests, which we retained, entitled us to 100 percent of the voting power of the SPVs. The voting power
allowed us to elect the boards of managers of the SPVs, who oversaw the management and operation of the SPVs. Primarily
due to the substantive participation rights of the SPV Preferred Interests, the SPVs were determined to be VIEs. As the
primary beneficiary of the SPVs, we consolidated the SPVs.
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As a result of the closing of the Recapitalization on January 14, 2011, the SPV Preferred Interests held by the Department of
the Treasury were no longer considered permanent equity on our Consolidated Balance Sheets, and were classified as
redeemable noncontrolling interests. As part of the Recapitalization, we used approximately $6.1 billion of the cash proceeds
from the sale of ALICO to pay down a portion of the liquidation preference of the SPV Preferred Interests. The liquidation
preference of the SPV Preferred Interests was further reduced by approximately $12.4 billion using proceeds from the sale of
AIG Star, AIG Edison, Nan Shan, and MetLife securities received in the sale of ALICO. During the first quarter of 2011, the
remaining liquidation preference of the ALICO SPV Preferred Interests was paid in full.
The SPV Preferred Interests were measured at fair value on their issuance date. The SPV Preferred Interests initially had a
liquidation preference of $25 billion and had a preferred return of five percent per year compounded quarterly through
September 22, 2013 and nine percent thereafter. The preferred return is reflected in Net income from continuing operations
attributable to noncontrolling interests - Nonvoting, callable, junior and senior preferred interests in the Consolidated
Statements of Income. The difference between the SPV Preferred Interests’ fair value and the initial liquidation preference was
amortized and included in Net income from continuing operations attributable to noncontrolling interests - Nonvoting, callable,
junior and senior preferred interests.
During the first quarter of 2012, the liquidation preference of the AIA SPV Preferred Interests was paid down in full.

Non-redeemable noncontrolling interests
Non-redeemable noncontrolling interests include the equity interests of third-party shareholders in our consolidated
subsidiaries and includes the preferred shareholders’ equity in outstanding preferred stock of ILFC, a wholly-owned subsidiary
that was held for sale at December 31, 2013 and 2012. The preferred stock in ILFC consisted of 1,000 shares of market
auction preferred stock (MAPS) in two series (Series A and B) of 500 shares each. Each of the MAPS shares had a liquidation
value of $100,000 per share and was not convertible. Dividends on the MAPS were accounted for as a reduction of the
noncontrolling interest. The dividend rate, other than the initial rate, for each dividend period for each series was reset
approximately every seven weeks (49 days) on the basis of orders placed in an auction, provided such auctions were able to
occur. The MAPS were transferred as part of the sale of ILFC.
On May 14, 2014, we completed the sale of International Lease Finance Corporation (ILFC) to AerCap Ireland Limited, a
wholly owned subsidiary of AerCap Holdings N.V. (AerCap). See Note 4 – Held-For-Sale Classification and Discontinued
Operations for further discussion.
For the years ended December 31, 2014 and 2013, the Noncontrolling interests balance declined by $237 million and
$56 million, respectively, primarily caused by distributions to noncontrolling interest.

19. EARNINGS PER SHARE (EPS)
The basic EPS computation is based on the weighted average number of common shares outstanding, adjusted to reflect all
stock dividends and stock splits. The diluted EPS computation is based on those shares used in the basic EPS computation
plus shares that would have been outstanding assuming issuance of common shares for all dilutive potential common shares
outstanding and adjusted to reflect all stock dividends and stock splits.
The following table presents the computation of basic and diluted EPS:
Years Ended December 31,
(dollars in millions, except per share data)

2014

2013

7,574 $

9,008 $

2012

Numerator for EPS:
Income from continuing operations
Less: Net income (loss) from continuing operations attributable to noncontrolling
interests:
Nonvoting, callable, junior and senior preferred interests
Other
Total net income (loss) from continuing operations attributable to noncontrolling
interests
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$

3,699

-

-

208

(5)

7

54

(5)

7

262
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Income attributable to AIG common shareholders from continuing operations

7,579

Income (loss) from discontinued operations
Income (loss) attributable to AIG common shareholders from discontinued
operations
Net income attributable to AIG common shareholders

$

9,001

3,437

(50)

84

1

(50)

84

1

7,529 $

9,085 $

3,438

Denominator for EPS:
Weighted average shares outstanding — basic
Dilutive shares
Weighted average shares outstanding — diluted

*

1,427,959,799

1,474,171,690

19,593,853

7,035,107

1,687,197,038
29,603

1,447,553,652

1,481,206,797

1,687,226,641

Income per common share attributable to AIG:
Basic:
Income from continuing operations

$

5.31 $

6.11 $

Income from discontinued operations

$

(0.04) $

0.05 $

2.04
-

Net Income attributable to AIG

$

5.27 $

6.16 $

2.04
2.04

Diluted:
Income from continuing operations

$

5.24 $

6.08 $

Income from discontinued operations

$

(0.04) $

0.05 $

-

Net Income attributable to AIG

$

5.20 $

6.13 $

2.04

* Dilutive shares primarily result from share-based employee compensation plans and a weighted average portion of the warrants issued to AIG shareholders
as part of the recapitalization in January 2011. The number of shares excluded from diluted shares outstanding were 0.3 million, 38 million and 78 million for the
years ended December 31, 2014, 2013 and 2012, respectively, because the effect of including those shares in the calculation would have been anti-dilutive.

20. STATUTORY FINANCIAL DATA AND RESTRICTIONS
The following table presents statutory net income (loss) and capital and surplus for our Non-Life Insurance
Companies and our Life Insurance Companies in accordance with statutory accounting practices:
(in millions)

Years Ended December 31,
Statutory net income (loss)(a)(b)(c):
Non-Life Insurance Companies:
Domestic
Foreign
Total Non-Life Insurance Companies
Life Insurance Companies:
Domestic
Foreign
Total Life Insurance Companies
At December 31,
Statutory capital and surplus(a)(c):
Non-Life Insurance Companies:
Domestic
Foreign
Total Non-Life Insurance Companies
Life Insurance Companies:
Domestic
Foreign
Total Life Insurance Companies
Aggregate minimum required statutory capital and surplus:
Non-Life Insurance Companies:
Domestic
Foreign
Total Non-Life Insurance Companies
Life Insurance Companies:
Domestic
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$

2014

2013

3,377 $
1,200
4,577

11,440 $
842
12,282

3,701
1,100
4,801

5,047
(9)
5,038

3,827
(9)
3,818

2,690
(9)
2,681

$

28,198 $
12,540
40,738
8,642
437
9,079

$

7,101 $
9,147
16,248
3,821

27,685
12,022
39,707
15,038
129
15,167

7,019
9,078
16,097
4,287

2012
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46
3,867

Foreign
Total Life Insurance Companies

45
4,332

(a) Excludes discontinued operations and other divested businesses. Statutory capital and surplus and net income (loss) with respect to foreign operations are
as of November 30.
(b) Non-Life Insurance Companies did not recognize material statutory gains related to legal entity simplification (restructuring) in 2014. Non-Life Insurance
Companies include approximately $8.0 billion of recognized statutory gains related to legal entity simplification (restructuring) in 2013. These recognized gains
were largely offset by reductions in unrealized gains; therefore, there was no material impact to total surplus.
(c) In aggregate, the 2013 Non-Life Insurance Companies and Life Insurance Companies statutory net income (loss) and statutory capital and surplus amounts
increased by $1.1 billion and $557 million, respectively, compared to the amounts previously reported in our Annual Report on Form 10-K for the year ended
December 31, 2013, due to finalization of statutory filings.

Our insurance subsidiaries file financial statements prepared in accordance with statutory accounting practices prescribed or
permitted by domestic and foreign insurance regulatory authorities. The principal differences between statutory financial
statements and financial statements prepared in accordance with U.S. GAAP for domestic companies are that statutory
financial statements do not reflect DAC, some bond portfolios may be carried at amortized cost, investment impairments are
determined in accordance with statutory accounting practices, assets and liabilities are presented net of reinsurance,
policyholder liabilities are generally valued using more conservative assumptions and certain assets are non-admitted.
For domestic insurance subsidiaries, aggregate minimum required statutory capital and surplus is based on the greater of the
RBC level that would trigger regulatory action or minimum requirements per state insurance regulation. Capital and surplus
requirements of our foreign subsidiaries differ from those prescribed in the U.S., and can vary significantly by jurisdiction. At
both December 31, 2014 and 2013, all domestic and foreign insurance subsidiaries individually exceeded the minimum
required statutory capital and surplus requirements and all domestic insurance subsidiaries individually exceeded RBC
minimum required levels.
At December 31, 2014 and 2013, the use of prescribed or permitted statutory accounting practices by our domestic and
foreign insurance subsidiaries did not result in reported statutory surplus or risk-based capital that is significantly different from
the statutory surplus or risk-based capital that would have been reported had NAIC statutory accounting practices or the
prescribed regulatory accounting practices of their respective foreign regulatory authority been followed in all respects for
domestic and foreign insurance entities. As described in Note 13, our domestic insurance subsidiaries domiciled in New York
and Pennsylvania discount non-tabular workers’ compensation reserves based on the prescribed or approved regulations in
each of those states. While these practices differ from applicable NAIC statutory accounting practices, such practices do not
have a material impact on our statutory surplus and statutory net income (loss) or risk based capital.
The NAIC Model Regulation “Valuation of Life Insurance Policies” (Regulation XXX) requires U.S. life insurers to establish
additional statutory reserves for term life insurance policies with long-term premium guarantees and universal life policies with
secondary guarantees (ULSGs). In addition, NAIC Actuarial Guideline 38 (Guideline AXXX) clarifies the application of
Regulation XXX as to these guarantees, including certain ULSGs.
Domestic insurance subsidiaries manage the capital impact of statutory reserve requirements under Regulation XXX and
Guideline AXXX through intercompany reinsurance transactions. The affiliated life insurers providing reinsurance capacity for
such transactions are fully licensed insurance companies and are not formed under captive insurance laws. Under one of
these intercompany reinsurance arrangements, certain Regulation XXX and Guideline AXXX reserves related to new and inforce business are ceded to an affiliated U.S. life insurer, which is a licensed life insurer in the state of Missouri and an
accredited reinsurer in the state of Texas. As an accredited reinsurer, this affiliated life insurer is not required to post any
collateral such as letters of credit or assets in trust.
Under the other intercompany reinsurance arrangement, certain Regulation XXX and Guideline AXXX reserves related to a
closed block of in-force business are ceded to an affiliated off-shore life insurer, which is licensed as a class E insurer under
Bermuda law. Bermuda law permits the off-shore life insurer to record an asset that effectively reduces the statutory reserves
for the assumed reinsurance to the level that would be required under U.S. GAAP. Letters of credit are used to support the
credit for reinsurance provided by the affiliated off-shore life insurer. The letters of credit are subject to reimbursement by AIG
Parent in the event of a drawdown. See Note 8 for additional information regarding these letters of credit.
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Subsidiary Dividend Restrictions
Payments of dividends to us by our insurance subsidiaries are subject to certain restrictions imposed by regulatory authorities.
With respect to our domestic insurance subsidiaries, the payment of any dividend requires formal notice to the insurance
department in which the particular insurance subsidiary is domiciled. For example, unless permitted by the Superintendent of
Financial Services, property casualty companies domiciled in New York generally may not pay dividends to shareholders that,
in any 12-month period, exceed the lesser of 10 percent of such company’s statutory policyholders’ surplus or 100 percent of
its “adjusted net investment income,” for the previous year, as defined. Generally, less severe restrictions applicable to both
property casualty and life insurance companies exist in most of the other states in which our insurance subsidiaries are
domiciled. Under the laws of many states, an insurer may pay a dividend without prior approval of the insurance regulator
when the amount of the dividend is below certain regulatory thresholds. Other foreign jurisdictions may restrict the ability of our
foreign insurance subsidiaries to pay dividends. Various other regulatory restrictions also limit cash loans and advances to us
by our subsidiaries.
Largely as a result of these restrictions, approximately $45.8 billion of the statutory capital and surplus of our consolidated
insurance subsidiaries were restricted from transfer to AIG Parent without prior approval of state insurance regulators at
December 31, 2014.
To our knowledge, no AIG insurance company is currently on any regulatory or similar “watch list” with regard to solvency.

Parent Company Dividend Restrictions
Our ability to pay dividends has not been subject to any contractual restrictions since the cancellation of our Series G
Preferred Stock in May 2011. See Note 17 herein for additional information about our ability to pay dividends to our
shareholders.

21. SHARE-BASED AND OTHER COMPENSATION PLANS
The following table presents our share-based compensation expense:
Years Ended December 31,
(in millions)

Share-based compensation expense - pre-tax*
Share-based compensation expense - after tax

$

2014
349 $
227

2013
457 $
297

2012
286
186

* For the years ended December 31, 2014, 2013 and 2012, $86 million, $315 million and $286 million of pre-tax compensation expense was attributed to
unsettled liability-classified awards, the values of which are based on our share price at the reporting date. Our share price was $56.01, $51.05 and $35.30 at
December 31, 2014, 2013 and 2012, respectively. In addition, we recognized $120 million and $101 million for immediately vested stock-settled awards issued
to retirement eligible employees in 2014 and 2013, respectively.

Employee Plans
During 2014 and 2013, our employees were issued awards under the 2013 Long Term Incentive Plan, which is governed by
the AIG 2013 Omnibus Incentive Plan (2013 Plan). The 2013 Plan replaced the AIG 2010 Stock Incentive Plan (2010 Plan) as
of May 15, 2013, but does not affect the terms or conditions of any award issued under the 2010 Plan. The 2013 Plan is
currently the only plan under which share-based awards can be made.
As of December 31, 2014, the Starr International Company, Inc. Deferred Compensation Profit Participation Plans (the SICO
Plans) are the only legacy plans for which share-settled awards remain unvested.
Our share-settled awards are settled with previously acquired shares held in AIG’s treasury. Share awards made by SICO are
settled by SICO.
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AIG 2013 Omnibus Incentive Plan
The 2013 Plan was adopted at the 2013 Annual Meeting of Shareholders and provides for the grants of share-based awards to
our employees and non-employee directors. The total number of shares that may be granted under the 2013 Plan (the
reserve) is the sum of 1) 45 million shares of AIG Common Stock, plus 2) the number of authorized shares that remained
available for issuance under the 2010 Plan when the 2013 Plan became effective, plus 3) the number of shares of AIG
Common Stock relating to outstanding awards under the 2010 Plan at the time the 2013 Plan became effective that
subsequently are forfeited, expired, terminated or otherwise lapse or are settled in cash. Each share-based unit granted under
the 2013 Plan reduces the number of shares available for future grants by one share. However, shares with respect to awards
that are forfeited, expired or settled for cash, and shares withheld for taxes on awards (other than options and stock
appreciation rights (SARs) awards) are returned to the reserve.
During 2014, performance share units (PSUs) and deferred stock units (DSUs) were granted under the 2013 Plan and
50,206,557 shares are available for future grants as of December 31, 2014. PSUs were issued for off-cycle grants, which are
made from time to time during the year as sign-on awards to new hires or as a result of a change in employee status.

AIG 2010 Stock Incentive Plan
The 2010 Plan was adopted at the 2010 Annual Meeting of Shareholders. The total number of shares of AIG Common Stock
that could be granted under the 2010 Plan was 60 million. During 2013 and 2012, we granted PSUs, DSUs, and restricted
stock units (RSUs), under the 2010 Plan. Each PSU, DSU, and RSU, awarded reduced the number of shares available for
future grants by one share. Subsequent to the adoption of the 2013 Plan in May 2013, no additional grants were made under
the 2010 Plan.

Share-settled Awards
AIG 2013 Long Term Incentive Plan
The 2013 Long Term Incentive Plan (2013 LTIP), adopted in March 2013, provides for the annual grant of PSUs to certain
employees, including our senior executive officers and other highly compensated employees. Each recipient of an award is
granted a number of PSUs (the target) that provides the opportunity to receive shares of AIG Common Stock based on AIG
achieving specified performance goals at the end of a three-year performance period. These performance goals are preestablished by AIG’s Compensation and Management Resources Committee for each annual grant and may differ from year to
year. The actual number of PSUs earned can vary from zero to 150 percent of the target depending on AIG’s performance
relative to a specified peer group. Vesting occurs in three equal installments beginning on January 1 of the year immediately
following the end of a performance period and January 1 of each of the next two years. Dividends do not accrue on unvested
PSUs or underlying shares. Recipients must be employed at each vesting date to be entitled to share delivery, except upon
the occurrence of an accelerated vesting event, such as an involuntary termination without cause, disability, or retirement
during the vesting period.

SICO Plans
The SICO Plans provide that shares of AIG Common Stock currently held by SICO are set aside for the benefit of the
participant and distributed upon retirement. The SICO Board of Directors currently may permit an early payout of shares under
certain circumstances. Prior to payout, the participant is not entitled to vote, dispose of or receive dividends with respect to
such shares, and shares are subject to forfeiture under certain conditions, including but not limited to the participant’s
termination of employment with us prior to normal retirement age. A significant portion of the awards under the SICO Plans
vest the year after the participant reaches age 65, provided that the participant remains employed by us through age 65. The
portion of the awards for which early payout is available vests on the applicable payout date.
SICO Plan awards issued in the form of restricted stock were valued based on the closing price of AIG’s Common Stock on the
grant date. Although none of the costs of the various benefits provided under the SICO Plans have been paid by us, we have
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recorded compensation expense for the deferred compensation amounts payable to our employees by SICO, with an offsetting
amount credited to Additional paid-in capital reflecting amounts deemed contributed by SICO.

Non-Employee Plans
Our non-employee directors, who serve on our Board of Directors, receive share-based compensation in the form of fully
vested deferred stock units (DSUs) with delivery deferred until retirement from the Board. In 2014 and 2013, we granted to
non-employee directors 28,477 and 25,735 DSUs, respectively, under the 2013 Plan and recognized expense of $1.5 million
and $1.2 million, respectively; in 2012, we granted 19,434 DSUs, under the 2010 Plan and recognized $0.6 million of expense.

Performance Share Unit Valuation
The performance goals for long-term incentive awards granted in 2014 are AIG’s total shareholder return (TSR) and change in
credit default swap (CDS) spread, weighted 75 percent and 25 percent, respectively, in each case relative to a specified peer
group. The goals for the 2013 awards are AIG’s growth in tangible book value per share (TBVPS) (excluding accumulated
other comprehensive income) and TSR, weighted 50 percent each, in each case relative to a specified peer group. The fair
value of PSUs to be earned based on AIG’s achieving growth in TBVPS and change in CDS spreads was based on the closing
price of AIG Common Stock on the grant date, discounted by the present value of estimated dividends to be paid during the
respective vesting periods. The fair value of PSUs to be earned based on AIG’s TSR relative to a specified peer group was
determined on the grant date using a Monte Carlo simulation.
The following table presents the assumptions used to estimate the fair value of PSUs based on AIG’s TSR:

Expected dividend yield
Expected volatility(b)
Risk-free interest rate(c)

2014
1.13 %
23.66 %
0.76 %

(a)

2013
0.38 %
30.79 %
0.50 %

(a) The dividend yield is the projected annualized AIG dividend yield estimated by Bloomberg Professional service as of the valuation date.
(b) The expected volatility is based on the implied volatilities of actively traded stock options from the valuation date through the end of the PSU performance
period as estimated by Bloomberg Professional service.
(c) The risk-free interest rate is the continuously compounded interest rate for the term between the valuation date and the end of the performance period that is
assumed to be constant and equal to the interpolated value between the closest data points on the U.S. dollar LIBOR-swap curve as of the valuation date.

The following table summarizes outstanding share-settled awards(a):
Weighted Average
(b)

Number of PSUs /Shares
As of or for the Year
Ended December 31, 2014
Unvested, beginning of year

Grant-Date Fair Value

AIG

SICO

AIG

SICO

Plans

Plans

Plans

Plans

5,195,408

85,949

Granted

6,882,136

-

Vested

(3,566,014)

Forfeited

(408,821)

Unvested, end of year

8,102,709

$

(23,494)
(4,143)
58,312

36.92

$

-

45.21

85.60

41.59
$

1,195.05

48.50

42.89

1,181.04
$

1,191.01

(a) Excludes DSUs and options, which are discussed under the Non-Employee Plans and Stock Options sections, respectively.
(b) Represents target number of PSUs granted, and does not reflect potential increases or decreases that could result from the final outcome of the
performance goals to be determined after the applicable performance period ends.

At December 31, 2014, the total unrecognized compensation cost (net of expected forfeitures) for the unvested PSUs and
unvested restricted stock was $185 million and $19 million, respectively, and the weighted-average and expected period of
years over which those costs are expected to be recognized are 1.28 years and 4 years for the PSUs, and 5.28 years and 25
years for the restricted stock, respectively.

304

I T E M 8 / N O T E 2 1 . S H AR E - B AS E D AN D O TH E R C O M P E N S ATI O N P L AN S

Stock Options
Options granted under the AIG 2007 Stock Incentive Plan and the 1999 Stock Option Plan generally vested over four years (25
percent vesting per year) and expire 10 years from the date of grant. All outstanding options are vested and out of the money
at December 31, 2014. There were no stock options granted since 2008. The aggregate intrinsic value for all unexercised
options is zero.
The following table provides a roll forward of stock option activity:

As of or for the Year Ended December 31, 2014
Options:
Exercisable at beginning of year
Expired
Exercisable at end of year

Shares
289,790
(87,515)
202,275

Weighted Average
Exercise Price
$ 1,113.99
$ 1,290.22
$ 1,037.74

Weighted
Average
Remaining
Contractual
Life
2.58
2.17

Cash-settled Awards
Share-based cash-settled awards are recorded as liabilities until the final payout is made or the award is replaced with a stocksettled award. Compensation expense is recognized over the vesting periods, unless the award is fully vested on the grant
date in which case the entire award value is immediately recognized as expense.
Unlike stock-settled awards, which generally have a fixed grant-date fair value (unless the award is subsequently modified),
the fair value of unsettled or unvested cash-settled awards is remeasured at the end of each reporting period based on the
change in fair value of one share of AIG Common Stock. The liability and corresponding expense are adjusted accordingly until
the award is settled.
During the period we were subject to Troubled Asset Relief Program (TARP) restrictions, we issued various cash-settled sharebased grants, including Stock Salary, TARP RSU awards, and other cash-settled RSU awards, to certain of our most highly
compensated employees and executive officers in the form of restricted stock units that were either fully vested with payment
deferred, or subject to specified service and performance conditions. After the repayment of our TARP obligations in
December 2012, all performance conditions were satisfied; as a result, we no longer issue awards that are subject to TARP
restrictions.

Restricted Stock Units
Stock Salary Awards
Stock Salary was earned and accrued at the same time or times as the salary would otherwise be paid in cash and is generally
settled in installments on the first, second or third anniversary of grant in accordance with the terms of an employee’s award.
Stock Salary grants were generally issued in the form of fully vested RSUs and are settled in cash based on the value of AIG
Common Stock on the applicable settlement date. During 2014, 2013 and 2012, we paid $89 million, $180 million and
$111 million, respectively, to settle awards. For those awards that were vested and unsettled at the end of each year, we
recognized charges of $7 million, $73 million and $173 million in compensation expense for the years ended December 31,
2014, 2013 and 2012, respectively, to reflect fluctuations in the value of AIG Common Stock. At December 31, 2014, the
number of vested but unsettled RSUs totaled 742,317.
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TARP and Other RSUs
TARP RSUs awarded require the achievement of objective performance metrics as a condition to entitlement. An award would
have been settled in 25 percent installments in proportion to the repayment of our TARP obligations. As a result of the
repayment of our TARP obligations in December 2012, outstanding awards vest and settle in two 50 percent installments on
the second and third anniversary of the date of grant, along with other cash-settled RSUs granted and issued in March 2013
and 2012.

Long Term Incentive Plans
Certain employees were provided the opportunity to receive additional compensation in the form of cash and cash-settled
SARs under the 2011 LTIP or 100 percent cash for the 2012 LTIP if certain performance measures were met. The ultimate
value of these awards was contingent on AIG achieving performance measures over a two-year performance period and such
value could range from zero to twice the target amount. Subsequent to the performance period, the earned awards were
subject to an additional time-vesting period. This results in a graded vesting schedule for the cash portion of up to two years,
while the SARs portion cliff-vests two years after the end of performance period.
The cash portion of the awards expensed in 2014, 2013 and 2012 totaled approximately $57 million, $249 million, and $189
million, respectively.
The following table presents a roll forward of SARs and cash-settled RSUs (excluding stock salary) as well as the
related expenses:
(a)

Year Ended December 31, 2014
Unvested, beginning of year
Granted
Vested(c)
Forfeited
Unvested, end of year
Net compensation expense for the year (in millions)

TARP RSUs
857,579
(529,049)
(89,417)
239,113
$
12

Number of Units
Other RSUs(b)
1,563,687
(382,468)
(15,687)
1,165,532
$
31 $

SARs(d)
8,966,246
(5,521,171)
(160,166)
3,284,909
36

(a) Total unrecognized compensation and the weighted-average period for which it will be recognized is $3 million and 0.55 year, respectively.
(b) Total unrecognized compensation and the weighted-average period for which it will be recognized is $13 million and 0.61 year, respectively.
(c) Also includes SARs for which vesting was accelerated for employees who became retirement eligible or were deceased.
(d) The ending balance represents awards granted under the 2011 LTIP that vested on January 1, 2015 and were automatically exercised. The value of a SAR
as of December 31, 2014 was determined based on the excess of the fair value (as defined) of one share of AIG Common Stock over the strike price of $37.40;
the fair value was $55.29 based on the average of the closing sale prices on each trading day during the month of December 2014 in accordance with the plan
provisions. No SARs are outstanding after January 1, 2015.

22. EMPLOYEE BENEFITS

Pension Plans
We offer various defined benefit plans to eligible employees.
The U.S. AIG Retirement Plan (the qualified plan) is a noncontributory defined benefit plan, that is subject to the provisions of
ERISA. U.S. salaried employees who are employed by a participating company and who have completed 12 months of
continuous service are eligible to participate in the plan. Effective April 1, 2012, the qualified plan was converted to a cash
balance formula comprised of pay credits based on six percent of a plan participant’s annual compensation (subject to IRS
limitations) and annual interest credits. In addition, employees can take their vested benefits when they leave AIG as a lump
sum or an annuity option after completing at least three years of service. However, employees satisfying certain age and
service requirements (i.e. grandfathered employees) remain covered under the old plan formula, which is based upon a
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percentage of final average compensation multiplied by years of credited service, up to 44 years. Grandfathered employees
will receive the higher of the benefits under the cash balance or final average pay formula at retirement. Non-U.S. defined
benefit plans are generally either based on the employee’s years of credited service and compensation in the years preceding
retirement or on points accumulated based on the employee’s job grade and other factors during each year of service.
In the U.S. we also sponsor several non-qualified unfunded defined benefit plans for certain employees, including key
executives, designed to supplement pension benefits provided by the qualified plan. These include the AIG Non-Qualified
Retirement Income Plan (AIG NQRIP), which provides a benefit equal to the reduction in benefits under the qualified plan as a
result of federal tax limitations on compensation and benefits payable, and the Supplemental Executive Retirement Plan
(SERP), which provides additional retirement benefits to designated executives. Under the SERP, an annual benefit accrues at
a percentage of final average pay multiplied by each year of credited service, not greater than 60 percent of final average pay,
reduced by any benefits from the current and any predecessor retirement plans (including the AIG NQRIP), Social Security,
and any benefits accrued under a Company sponsored foreign deferred compensation plan.

Postretirement Plans
We also provide postretirement medical care and life insurance benefits in the U.S. and in certain non-U.S. countries. Eligibility
in the various plans is generally based upon completion of a specified period of eligible service and attaining a specified age.
Overseas, benefits vary by geographic location.
U.S. postretirement medical and life insurance benefits are based upon the employee attaining the age of 55 and having a
minimum of ten years of service. Eligible employees who have medical coverage can enroll in retiree medical upon termination
of employment. Medical benefits are contributory, while the life insurance benefits are generally non-contributory. Retiree
medical contributions vary from none for pre-1989 retirees to actual premium payments reduced by certain subsidies for post1992 retirees. These contributions are subject to adjustment annually. Other cost sharing features of the medical plan include
deductibles, coinsurance and Medicare coordination. Effective April 1, 2012, the retiree medical employer subsidy for the AIG
Postretirement plan was eliminated for employees who were not grandfathered. Additionally, new employees hired after
December 31, 2012 are not eligible for retiree life insurance.
The following table presents the funded status of the plans reconciled to the amount reported in the Consolidated
Balance Sheets. The measurement date for most of the non-U.S. defined benefit pension and postretirement plans is
November 30, consistent with the fiscal year end of the sponsoring companies. For all other plans, measurement
occurs as of December 31.
As of or for the Years Ended
December 31,
(in millions)

Change in projected benefit obligation:
$
Benefit obligation, beginning of year
Service cost
Interest cost
Actuarial (gain) loss
Benefits paid:
AIG assets
Plan assets
Plan amendment
Curtailments
Settlements
Foreign exchange effect
Other
$
Projected benefit obligation, end of year
Change in plan assets:
Fair value of plan assets, beginning
$
of year
Actual return on plan assets, net of expenses

Pension
Non-U.S. Plans(b)
U.S. Plans
2014
2014
2013
2013
(b)

Postretirement(a)
U.S. Plans
Non-U.S. Plans
2014
2014
2013
2013

4,882 $
173
228
780

5,161 $
205
201
(454)

1,072
42
29
114

$ 1,205 $
47
29
13

217 $ 255 $
4
5
9
8
10
(41)

52 $
2
2
11

66
3
2
(15)

(15)
(279)
5,769 $

(14)
(217)
4,882 $

(15)
(13)
(24)
(27)
(1)
(1)
(9)
(35)
(107)
(126)
(2)
(20)
1,099 $ 1,072 $

(11)
(10)
229 $ 217 $

(1)
(2)
64 $

(1)
(3)
(1)
1
52

4,024 $
266

3,720
520
307

$

738
71

$

727 $
92

- $
-

-

$

- $
-

-
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AIG contributions
Benefits paid:
AIG assets
Plan assets
Settlements
Foreign exchange effect
Other
Fair value of plan assets, end of year
Funded status, end of year
Amounts recognized in the balance
sheet:
Assets
Liabilities
Total amounts recognized
Pre-tax amounts recognized in Accumulated
other comprehensive income:
Net gain (loss)
Prior service credit
Total amounts recognized

115

67

15

(15)
(279)
$ 4,111 $
$ (1,658) $

11

87

10

1

1

(14)
(217)
4,024 $
(858) $

(15)
(24)
(8)
(75)
(46)
708 $
(391) $

(13)
(27)
(35)
(93)
738 $
(334) $

(11)
(10)
- $
- $
(229) $ (217) $

(1)
- $
(64) $

(1)
(52)

$

- $
(1,658)
$ (1,658) $

- $
(858)
(858) $

46 $
(437)
(391) $

91 $
(425)
(334) $

- $
- $
(229)
(217)
(229) $ (217) $

- $
(64)
(64) $

(52)
(52)

$ (1,667) $
200
$ (1,467) $

(908) $
234
(674) $

(227) $
11
(216) $

(204) $
14
(190) $

(8) $
1
(7) $

3
1
4

(9) $
24
15 $

1
35
36

$
$

(a) We do not currently fund postretirement benefits.
(b) Includes non-qualified unfunded plans of which the aggregate projected benefit obligation was $325 million and $276 million for the U.S. and $295 million
and $265 million for the non-U.S. at December 31, 2014 and 2013, respectively.

The following table presents the accumulated benefit obligations for U.S. and non-U.S. pension benefit plans:
At December 31,
(in millions)

U.S. pension benefit plans
Non-U.S. pension benefit plans

2014
5,601 $
1,040 $

$
$

2013
4,683
1,000

Defined benefit plan obligations in which the projected benefit obligation was in excess of the related plan assets and
the accumulated benefit obligation was in excess of the related plan assets were as follows:
At December 31,

PBO Exceeds Fair Value of Plan Assets
ABO Exceeds Fair Value of Plan Assets
U.S. Plans
Non-U.S. Plans
U.S. Plans
Non-U.S. Plans
2014
2014
2014
2014
2013
2013
2013
2013
$ 5,769 $ 4,882 $
843 $
757 $
806 $ 5,769 $ 4,882 $
752
5,601
746
5,601
740
4,683
704
4,683
703
4,111
342
4,111
329
4,024
330
4,024
327

(in millions)
Projected benefit obligation
Accumulated benefit obligation
Fair value of plan assets

The following table presents the components of net periodic benefit cost with respect to pensions and other
postretirement benefits:
Pension
U.S. Plans

Postretirement
Non-U.S. Plans

2013

2012

173 $

205 $

154

42 $

47 $

53

4 $

5 $

2 $

3 $

3

228

201

200

29

29

34

9

8

11

2

2

2

(288)

(257)

(240)

(22)

(19)

(20)

-

-

-

-

-

-

(33)

(33)

(33)

(3)

(3)

(4)

-

-

-

42

138

118

7

13

13

-

1

-

-

-

-

Curtailment (gain) loss

-

-

(2)

1

(1)

1

-

-

-

-

(2)

(1)

Settlement loss

-

-

-

-

5

4

-

-

-

-

-

-

Other

-

-

-

-

1

-

-

-

-

-

-

-

122 $

254 $

2 $

3 $

6

4 $

3 $

4

2013

2014

Non-U.S. Plans

2014

(in millions)

2014

U.S. Plans
2012

2013

2014

2012

2013

2012

Components of net periodic benefit cost:
Service cost

$

Interest cost
Expected return on assets
Amortization of prior service credit
Amortization of net loss

Net periodic benefit cost

$

197

$

$

54 $
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$

(11)

$

(11)

5

$

(10)

$
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Total recognized in Accumulated other
comprehensive income (loss)

$

(793) $

823 $ (250)

$

(40) $

Total recognized in net periodic benefit cost
$
and other comprehensive income (loss)

(915) $

569 $ (447)

$

(94) $

(36)

$

(21) $

30 $

(23)

$

(11) $

16 $

(11)

31 $ (117)

$

(23) $

27 $

(29)

$

(15) $

13 $

(15)

103 $

The estimated net loss and prior service credit that will be amortized from Accumulated other comprehensive income into net
periodic benefit cost over the next fiscal year are $141 million and $35 million, respectively, for our combined defined benefit
pension plans. For the defined benefit postretirement plans, the estimated amortization from Accumulated other
comprehensive income for net loss and prior service credit that will be amortized into net periodic benefit cost over the next
fiscal year is a $10 million credit in the aggregate.
The annual pension expense in 2015 for the AIG U.S. and non-U.S. defined benefit pension plans is expected to be
approximately $289 million. A 100 basis point increase in the discount rate or expected long-term rate of return would
decrease the 2015 expense by approximately $95 million and $47 million, respectively, with all other items remaining the
same. Conversely, a 100 basis point decrease in the discount rate or expected long-term rate of return would increase the
2015 expense by approximately $104 million and $47 million, respectively, with all other items remaining the same.

Assumptions
The following table summarizes the weighted average assumptions used to determine the benefit obligations:
U.S. Plans
December 31, 2014
Discount rate
Rate of compensation increase
December 31, 2013
Discount rate
Rate of compensation increase

Pension
Non-U.S. Plans*

U.S. Plans

Postretirement
Non-U.S. Plans*

3.94 %
3.40 %

2.33 %
2.89 %

3.78 %
N/A

4.04 %
3.29 %

4.83 %
3.50 %

2.77 %
2.89 %

4.59 %
N/A

4.77 %
3.34 %

* The non-U.S. plans reflect those assumptions that were most appropriate for the local economic environments of each of the subsidiaries providing such
benefits.

The following table summarizes assumed health care cost trend rates for the U.S. plans:
At December 31,
Following year:
Medical (before age 65)
Medical (age 65 and older)
Ultimate rate to which cost increase is assumed to decline
Year in which the ultimate trend rate is reached:
Medical (before age 65)
Medical (age 65 and older)

2014

2013

7.07%
6.75%
4.50%

7.21%
6.80%
4.50%

2027
2027

2027
2027

A one percent point change in the assumed healthcare cost trend rate would have the following effect on our
postretirement benefit obligations:
One Percent
Increase
2014
2013
$
5
$
6
$ 12
$ 11

At December 31,
(in millions)

U.S. plans
Non-U.S. plans

One Percent
Decrease
2014
2013
$
(5)
$
(3)
$ (12)
$
(7)

Our postretirement plans provide benefits primarily in the form of defined employer contributions rather than defined employer
benefits. Changes in the assumed healthcare cost trend rate have a minimal impact for U.S. plans because for post-1992
retirees, benefits are fixed dollar amounts based on service at retirement. Our non-U.S. postretirement plans are not subject to
caps.
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The following table presents the weighted average assumptions used to determine the net periodic benefit costs:
At December 31,
2014
Discount rate
Rate of compensation increase
Expected return on assets
2013
Discount rate
Rate of compensation increase
Expected return on assets
2012
Discount rate
Rate of compensation increase
Expected return on assets
*

Pension
*
U.S. Plans
Non-U.S. Plans

Postretirement
U.S. Plans
Non-U.S. Plans*

4.83 %
3.50 %
7.25 %

2.77 %
2.89 %
2.93 %

4.59 %
N/A
N/A

4.77 %
3.34 %
N/A

3.93 %
4.00 %
7.25 %

2.62 %
2.86 %
2.60 %

3.67 %
N/A
N/A

3.45 %
3.55 %
N/A

4.62 %
4.00 %
7.25 %

3.02 %
2.94 %
2.91 %

4.51 %
N/A
N/A

4.19 %
3.61 %
N/A

The non-U.S. plans reflect those assumptions that were most appropriate for the local economic environments of the subsidiaries providing such benefits.

Discount Rate Methodology
The projected benefit cash flows under the U.S. AIG Retirement plan were discounted using the spot rates derived from the
Mercer Pension Discount Yield Curve at December 31, 2014 and 2013, which resulted in a single discount rate that would
produce the same liability at the respective measurement dates. The discount rates were 3.95 percent at December 31, 2014
and 4.84 percent at December 31, 2013. The methodology was consistently applied for the respective years in determining the
discount rates for the other U.S. plans.
In general, the discount rates for non-U.S. pension plans were developed based on the duration of liabilities on a plan by plan
basis and were selected by reference to high quality corporate bonds in developed markets or local government bonds where
developed markets are not as robust or are nonexistent.
The projected benefit obligation for Japan represents approximately 47 percent and 51 percent of the total projected benefit
obligations for our non-U.S. pension plans at December 31, 2014 and 2013, respectively. The weighted average discount rate
of 1.22 percent and 1.39 percent at December 31, 2014 and 2013 respectively for Japan was selected by reference to the AA
rated corporate bonds reported by Rating and Investment Information, Inc. based on the duration of the plans’ liabilities.

Plan Assets
The investment strategy with respect to assets relating to our U.S. and non-U.S. pension plans is designed to achieve
investment returns that will (a) provide for the benefit obligations of the plans over the long term (b) limit the risk of short-term
funding shortfalls and (c) maintain liquidity sufficient to address cash needs. Accordingly, the asset allocation strategy is
designed to maximize the investment rate of return while managing various risk factors, including but not limited to, volatility
relative to the benefit obligations, diversification and concentration, and the risk and rewards profile applicable to each asset
class. The assessment of the expected rate of return for all our plans is long-term and thus is not expected to change
annually; however, significant changes in investment strategy or economic conditions may warrant such a change.
There were no shares of AIG Common Stock included in the U.S. and non-U.S. pension plans assets at December 31, 2014 or
2013.

U.S. Pension Plan
The long-term strategic asset allocation is reviewed and revised approximately every three years. The plan’s assets are
monitored by the investment committee and actively managed by the investment managers, which includes allocating the
plan’s assets among approved asset classes within pre-approved ranges permitted by the strategic allocation.
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The following table presents the asset allocation percentage by major asset class for the U.S. qualified plan and the
target allocation:
Target
2015

At December 31,
Asset class:
Equity securities
Fixed maturity securities
Other investments
Total

42
27
31
100

Actual
2014
%
%
%
%

55
28
17
100

Actual
2013
%
%
%
%

56
25
19
100

%
%
%
%

The expected long-term rate of return for the plan was 7.25 percent for both 2014 and 2013. The expected rate of return is an
aggregation of expected returns within each asset class category and incorporates the current and target asset allocations.
The combination of the expected asset return and any contributions made by us are expected to maintain the plan’s ability to
meet all required benefit obligations. The expected asset return for each asset class was developed based on an approach
that considers key fundamental drivers of the asset class returns in addition to historical returns, current market conditions,
asset volatility and the expectations for future market returns.

Non-U.S. Pension Plans
The assets of the non-U.S. pension plans are held in various trusts in multiple countries and are invested primarily in equities
and fixed maturity securities to maximize the long-term return on assets for a given level of risk.
The following table presents the asset allocation percentage by major asset class for Non-U.S. pension plans and the
target allocation:
Target
2015

At December 31,
Asset class:
Equity securities
Fixed maturity securities
Other investments
Cash and cash equivalents
Total

35
45
19
1
100

Actual
2014
%
%
%
%
%

50
35
8
7
100

Actual
2013
%
%
%
%
%

45
37
6
12
100

%
%
%
%
%

The assets of AIG’s Japan pension plans represent approximately 55 percent and 60 percent of total non-U.S. assets at
December 31, 2014 and 2013 respectively. The expected long term rate of return was 1.24 percent and 1.15 percent, for 2014
and 2013, respectively, and is evaluated by the Japanese Pension Investment Committee on a quarterly and annual basis
along with various investment managers, and is revised to achieve the optimal allocation to meet targeted funding levels if
necessary. In addition, the funding policy is revised in accordance with local regulation every five years.
The expected weighted average long-term rate of return for all our non-U.S. pension plans was 2.93 percent and 2.60 percent
for the years ended December 31, 2014 and 2013, respectively. It is an aggregation of expected returns within each asset
class that was generally developed based on the building block approach that considers historical returns, current market
conditions, asset volatility and the expectations for future market returns.
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Assets Measured at Fair Value
The following table presents information about our plan assets and indicates the level of the fair value measurement
based on the observability of the inputs used. The inputs and methodology used in determining the fair value of
these assets are consistent with those used to measure our assets as discussed in Note 5 herein.
Level 1

(in millions)

At December 31, 2014
Assets:
Cash and cash equivalents
Equity securities:
U.S.(a)
International(b)
Fixed maturity securities:
U.S. investment grade(c)
International investment grade(c)
U.S. and international high yield(d)
Mortgage and other asset-backed
securities(e)
Other fixed maturity securities
Other investment types:
Hedge funds(f)
Futures
Private equity(g)
Insurance contracts
Total
At December 31, 2013
Assets:
Cash and cash equivalents
Equity securities:
U.S.(a)
International(b)
Fixed maturity securities:
U.S. investment grade(c)
International investment grade(c)
U.S. and international high yield(d)
Mortgage and other asset-backed
securities(e)
Other fixed maturity securities
Other investment types:
Hedge funds(f)
Futures
Private equity(g)
Insurance contracts
Total

$

U.S. Plans
Level 2 Level 3

Total

- $

80

80 $

- $

$

50 $

- $

Total

- $

50

1,244
787

239
1

-

1,483
788

30
274

48

-

30
322

-

768
347

8
-

776
347

2
-

160
61

-

162
61

-

6
-

-

6
-

-

10

17

27

$

4
2,115 $

337
26
1,724 $

36
228
272 $

373
4
228
26
4,111

$

137 $

- $

- $

137

$

Non-U.S. Plans
Level 1 Level 2 Level 3

$

356 $

279 $

56
73 $

56
708

$

92 $

- $

- $

92

1,840
189

220
18

-

2,060
207

26
254

47

-

26
301

-

702
281

9
-

711
281

1
-

163
82

-

164
82

-

7
-

-

7
-

-

10

19

29

14
2,180 $

297
27
1,552 $

35
332
14
248
248
27
292 $ 4,024

$

373 $

302 $

44
63 $

44
738

(a) Includes index funds that primarily track several indices including S&P 500 and S&P Small Cap 600 as well as other actively managed accounts composed
of investments in large cap companies.
(b) Includes investments in companies in emerging and developed markets.
(c) Represents investments in U.S. and non-U.S. government issued bonds, U.S. government agency or sponsored agency bonds, and investment grade
corporate bonds.
(d) Consists primarily of investments in securities or debt obligations that have a rating below investment grade.
(e) Comprised primarily of investments in U.S. government agency or U.S. government sponsored agency bonds.
(f) Includes funds composed of macro, event driven, long/short equity, and controlled risk hedge fund strategies and a separately managed controlled risk
strategy.
(g) Includes funds that are diverse by geography, investment strategy, sector and vintage year.
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The inputs or methodologies used for valuing securities are not necessarily an indication of the risk associated with investing in
these securities. Based on our investment strategy, we had no significant concentrations of risks at December 31, 2014.
The U.S. pension plan holds a group annuity contract with U.S. Life, one of our subsidiaries, which totaled $26 million and
$27 million at December 31, 2014 and 2013, respectively.

Changes in Level 3 fair value measurements
The following table presents changes in our U.S. and non-U.S. Level 3 plan assets measured at fair value:
Changes in
Net

At December 31, 2014
(in millions)

Balance

Realized and

Beginning

Unrealized

of year

Gains (Losses)

Unrealized Gains

Purchases

Sales

Issuances

Settlements

Balance

(Losses) on

Transfers

Transfers

at End

Instruments Held

In

Out

of year

at End of year

U.S. Plan Assets:
Fixed maturity securities
U.S. investment grade

$

$

248

Private equity
Total

9
35

Hedge funds

2 $

18 $

(21) $

- $

- $

3

15

(32)

-

-

73

11

$

292

$

$

19

$

16 $

-

$

15

-

$

-

-

8

$

36

-

1
(1)

(104)

-

-

106 $

(157) $

- $

- $

15

$

-

$

228
272

$

10
10

(2) $

- $

- $

-

$

-

$

17

$

-

-

-

-

- $

- $

-

Non-U.S. Plan Assets:
Other fixed maturity securities

44

Insurance contracts
Total

$

63

$

- $

- $

9

3

9 $

3 $

(2) $

$

-

56
$

73

$

Changes in

Net

At December 31, 2013
(in millions)

Balance

Realized and

Beginning

Unrealized

of year

Gains (Losses)

Unrealized Gains

Purchases

Sales

Issuances

Settlements

Balance

(Losses) on

Transfers

Transfers

at End

Instruments Held

In

Out

of year

at End of year

U.S. Plan Assets:
Fixed maturity securities
U.S. investment grade

$

Hedge funds
Private equity
Total

$

11

$

(2) $

2 $

-

-

-

225

7

44

5 $

46 $

236

$

27

$

(2) $

- $

- $

-

-

(26)

-

(2)

(28) $

- $

(2) $

35

$
$

-

-

$

-

$

9

35

-

35

-

-

248

-

$

(3)
(14)

$

292

$

(17)

(1) $

19

$

-

(2)

44

(3) $

63

$

-

Non-U.S. Plan Assets:
Other fixed maturity securities

$

43

Insurance contracts
Total

$

70

$

1 $

- $

(8) $

- $

- $

-

3

1

(1)

-

-

-

4 $

1 $

(9) $

- $

- $

-

$

-

Transfers of Level 1 and Level 2 Assets
Our policy is to record transfers of assets between Level 1 and Level 2 at their fair values as of the end of each reporting
period, consistent with the date of the determination of fair value. Assets are transferred out of Level 1 when they are no longer
transacted with sufficient frequency and volume in an active market. Conversely, assets are transferred from Level 2 to Level 1
when transaction volume and frequency are indicative of an active market. We had no transfers between Level 1 and Level 2
during the years ended December 31, 2014 and 2013.
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Transfers of Level 3 Assets
We record transfers of assets into or out of Level 3 at their fair values as of the end of each reporting period, consistent with
the date of the determination of fair value. During the year ended December 31, 2014, we transferred certain investments in
hedge funds into Level 3 as a result of limited market activity due to fund-imposed redemption restrictions.

Expected Cash Flows
Funding for the U.S. pension plan ranges from the minimum amount required by ERISA to the maximum amount that would be
deductible for U.S. tax purposes. Contributed amounts in excess of the minimum amounts are deemed voluntary. Amounts in
excess of the maximum amount would be subject to an excise tax and may not be deductible under the Internal Revenue
Code. There are no minimum required cash contributions in 2015 for the AIG Retirement Plan. SERP, AIG NQRIP, and
postretirement plan payments are deductible when paid to participants.
Our annual pension contribution in 2015 is expected to be approximately $173 million for our U.S. and non-U.S. plans,
including a $100 million contribution to the AIG Retirement Plan. These estimates are subject to change, since contribution
decisions are affected by various factors including our liquidity, market performance and management’s discretion.
The expected future benefit payments, net of participants’ contributions, with respect to the defined benefit pension
plans and other postretirement benefit plans, are as follows:

(in millions)

2015
2016
2017
2018
2019
2020-2024

$

Pension
U.S.
Non-U.S.
Plans
Plans
353 $
39
363
35
391
39
395
40
402
47
2,036
236

$

Postretirement
U.S.
Non-U.S.
Plans
Plans
15 $
1
15
1
16
1
17
2
18
2
96
11

Defined Contribution Plans
We sponsor several defined contribution plans for U.S. employees that provide for pre-tax salary reduction contributions by
employees. The most significant plan is the AIG Incentive Savings Plan, for which the Company’s matching contribution is 100
percent of the first six percent of a participant’s contributions, subject to the IRS-imposed limitations. Our pre-tax expenses
associated with these plans were $156 million, $155 million and $133 million in 2014, 2013 and 2012 respectively.

23. OWNERSHIP
A Schedule 13G/A filed February 17, 2015 reports aggregate ownership of 75,755,659 shares, or approximately 5.3 percent
(based on the AIG Common Stock outstanding, as adjusted to reflect the warrants owned), of AIG Common Stock and
warrants (51,283,896 shares plus 24,471,763 warrants) as of December 31, 2014, including securities beneficially owned, in
the aggregate, by Bruce R. Berkowitz and various investment vehicles managed by Fairholme Capital Management, L.L.C.
A Schedule 13G/A filed on February 9, 2015 reports aggregate ownership of 87,211,630 shares, or approximately 6.2 percent
(based on the AIG Common Stock outstanding) of AIG Common Stock as of December 31, 2014, by various subsidiaries of
Blackrock, Inc.
A Schedule 13G filed on February 11, 2015 reports aggregate ownership of 71,820,823 shares, or approximately 5.1 percent
(based on the AIG Common Stock outstanding) of AIG Common Stock as of December 31, 2014, by The Vanguard Group, Inc.
and various subsidiaries thereof.
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The calculation of ownership interest for purposes of the AIG Tax Asset Protection Plan and Article 13 of our Restated
Certificate of Incorporation is different than beneficial ownership for Schedule 13G.

24. INCOME TAXES
The following table presents income (loss) from continuing operations before income tax expense (benefit) by U.S.
and foreign location in which such pre-tax income (loss) was earned or incurred.
Years Ended December 31,
(in millions)

$

U.S.
Foreign
Total

$

2014
8,250
2,251
10,501

$
$

2013
8,058
1,310
9,368

$
$

2012
(948)
3,839
2,891

The following table presents the income tax expense (benefit) attributable to pre-tax income (loss) from continuing
operations:
Years Ended December 31,
(in millions)
Foreign and U.S. components of actual income tax expense:
Foreign:
Current
Deferred
U.S.:
Current
Deferred
Total

2014

$

2013

473
154

$

115
2,185
2,927

$

549
(442)
131
122
360

$

2012

$

484
(275)
278
(1,295)
(808)

$

Our actual income tax (benefit) expense differs from the statutory U.S. federal amount computed by applying the
federal income tax rate due to the following:
2014

Years Ended December 31,
(dollars in millions)
U.S. federal income tax at statutory

$

2013

2012

Pre-Tax

Tax

Percent of

Pre-Tax

Tax

Percent of

Tax

Percent of

Income

Expense/

Pre-Tax

Income

Expense/

Pre-Tax

Pre-Tax

Expense/

Pre-Tax

(Loss)

(Benefit)

Income (Loss)

(Loss)

(Benefit)

Income (Loss)

Income

(Benefit)

Income

10,524 $

3,683

35.0 %

$ 9,518 $

3,331

35.0 %

$

2,891 $

1,012

35.0 %

rate adjustments:

(236)

Tax exempt interest

(2.2)

(298)

(3.1)

(302)

(10.4)

Investment in subsidiaries

-

-

Uncertain tax positions

(81)

-

(0.8)

632

6.6

Dividends received deduction

(62)

(0.6)

(75)

Effect of foreign operations

(68)

(0.6)

(5)

39

0.4

(21)

(159)

(1.5)

65

0.6

and partnerships

State income taxes
Other
Effect of discontinued operations

-

(26)

(0.9)

446

15.4

(0.8)

(58)

(2.0)

(0.1)

171

5.9

(0.2)

(48)

(1.7)

13

0.1

(96)

(3.3)

14

0.1

-

-

Valuation allowance:

(181)

Continuing operations
Consolidated total amounts

(1.7)

(3,165)

(33.3)

10,524

3,000

28.5

9,518

426

4.5

2,891

23

73

317.4

150

66

44.3

-

(1,907)

(65.9)

(808)

(27.9)

Amounts attributable to discontinued
operations

-

-

Amounts attributable to continuing
operations

$

10,501 $

2,927

27.9 %

$ 9,368 $

360

3.8 %

$

2,891 $

(808)

(27.9)%

For the year ended December 31, 2014, the effective tax rate on income from continuing operations was 27.9 percent. The
effective tax rate on income from continuing operations differs from the statutory tax rate of 35 percent primarily due to tax
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benefits of $236 million associated with tax exempt interest income, $209 million related to a decrease in the U.S. Life
Insurance Companies’ capital loss carryforward valuation allowance, $182 million of income excludible from gross income
related to the global resolution of certain residential mortgage-related disputes and $68 million associated with effect of foreign
operations.
For the year ended December 31, 2013, the effective tax rate on income from continuing operations was 3.8 percent. The
effective tax rate on income from continuing operations differs from the statutory tax rate of 35 percent primarily due to tax
benefits of $2.8 billion related to a decrease in the U.S. Life Insurance Companies’ capital loss carryforward valuation
allowance, $396 million related to a decrease in certain other valuation allowances associated with foreign jurisdictions and
$298 million associated with tax exempt interest income. These items were partially offset by charges of $632 million related
to uncertain tax positions.
For the year ended December 31, 2012, the effective tax rate on income from continuing operations was (27.9) percent. The
effective tax rate on income from continuing operations differs from the statutory tax rate of 35 percent primarily due to
decreases in the U.S. Life Insurance Companies’ capital loss carryforward valuation allowance of $1.9 billion related to the
actual and projected gains from the U.S. Life Insurance Companies’ available-for-sale securities, and tax effects associated
with tax exempt interest income of $302 million. These items were partially offset by changes in uncertain tax positions of
$446 million.
The following table presents the components of the net deferred tax assets (liabilities):
December 31,
2014

(in millions)

Deferred tax assets:
Losses and tax credit carryforwards
Basis Differences on Investments
Life Policy Reserves
Accruals not currently deductible, and other
Investments in foreign subsidiaries
Loss reserve discount
Loan loss and other reserves
Unearned premium reserve reduction
Employee benefits
Total deferred tax assets
Deferred tax liabilities:
Deferred policy acquisition costs
Flight equipment, fixed assets and intangible assets
Unrealized gains related to available for sale debt securities
Other
Total deferred tax liabilities
Net deferred tax assets before valuation allowance
Valuation allowance
Net deferred tax assets (liabilities)

$

$

18,203
4,114
629
1,804
(58)
1,378
152
1,269
1,543
29,034
(3,003)
28
(5,795)
220
(8,550)
20,484
(1,739)
18,745

2013
$

$

20,825
4,843
445
2,935
1,035
1,164
888
1,451
1,217
34,803
(3,396)
(2,354)
(3,693)
(571)
(10,014)
24,789
(3,596)
21,193

The following table presents our U.S. consolidated income tax group tax losses and credits carryforwards as of
December 31, 2014 on a tax return basis.
December 31, 2014
Gross
Net operating loss carryforwards
$
33,021 $
Foreign tax credit carryforwards
Other carryforwards and other
Total AIG U.S. consolidated income tax group tax losses and credits carryforwards
$
(in millions)
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Tax
Effected
11,557
7,109
1,034
19,700

Expiration
Periods

2028 - 2031
2016 - 2023
Various
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Assessment of Deferred Tax Asset Valuation Allowance
The evaluation of the recoverability of the deferred tax asset and the need for a valuation allowance requires us to weigh all
positive and negative evidence to reach a conclusion that it is more likely than not that all or some portion of the deferred tax
asset will not be realized. The weight given to the evidence is commensurate with the extent to which it can be objectively
verified. The more negative evidence that exists, the more positive evidence is necessary and the more difficult it is to support
a conclusion that a valuation allowance is not needed.
Our framework for assessing the recoverability of deferred tax assets requires us to consider all available evidence, including:
•

the nature, frequency, and amount of cumulative financial reporting income and losses in recent years;

•

the sustainability of recent operating profitability of our subsidiaries;

•

the predictability of future operating profitability of the character necessary to realize the net deferred tax asset;

•

•

the carryforward periods for the net operating loss, capital loss and foreign tax credit carryforwards, including the effect of
reversing taxable temporary differences; and,
prudent and feasible actions and tax planning strategies that would be implemented, if necessary, to protect against the loss
of the deferred tax asset.

As a result of sales in the ordinary course of business to manage the investment portfolio and other transactions during the
year ended December 31, 2014, remaining U.S. Life Insurance Companies capital loss carryforwards were realized prior to
their expiration. This, together with the changes in market conditions, resulted in a conclusion that deferred tax assets related
to unrealized tax losses in the U.S. Life Insurance Companies’ available for sale portfolio will more-likely-than-not be realized.
Accordingly, the related deferred tax asset valuation allowance was released.
Therefore, for the year ended December 31, 2014, we recognized a decrease of $1.8 billion in the capital loss carryforward
valuation allowance associated with the U.S. Life Insurance Companies, of which $209 million was allocated to income from
continuing operations and $1.6 billion was allocated to other comprehensive income. Included in the $1.8 billion was a
decrease in the capital loss carryforward valuation allowance of $314 million related to a portion of the U.S. Life Insurance
Companies’ capital loss carryforward previously treated as expired that was restored and utilized in 2014.
During the year ended December 31, 2014, we also recognized a $325 million decrease in our deferred tax asset valuation
allowance associated with certain state, local and foreign jurisdictions, primarily attributable to a corresponding reduction in
state and local deferred tax assets.
The following table presents the net deferred tax assets (liabilities) at December 31, 2014 and 2013 on a U.S. GAAP
basis:
December 31,
(in millions)

Net U.S. consolidated return group deferred tax assets
Net deferred tax assets (liabilities) in accumulated other comprehensive income
Valuation allowance
Subtotal
Net foreign, state and local deferred tax assets
Valuation allowance
Subtotal
Subtotal - Net U.S, foreign, state and local deferred tax assets
Net foreign, state and local deferred tax liabilities
Total AIG net deferred tax assets (liabilities)
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2014
$ 24,543
(5,510)
(129)
18,904
2,045
(1,610)
435
19,339
(594)
$ 18,745

2013
$ 26,296
(3,337)
(1,650)
21,309
2,563
(1,947)
616
21,925
(732)
$ 21,193
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Deferred Tax Asset Valuation Allowance of U.S. Consolidated Income Tax Group
At December 31, 2014, and 2013, our U.S. consolidated income tax group had net deferred tax assets after valuation
allowance of $18.9 billion and $21.3 billion, respectively. At December 31, 2014, and 2013, our U.S. consolidated income tax
group had valuation allowances of $129 million and $1.7 billion, respectively.

Deferred Tax Liability — Foreign, State and Local
At December 31, 2014 and 2013, we had net deferred tax liabilities of $159 million and $116 million, respectively, related to
foreign subsidiaries, state and local tax jurisdictions, and certain domestic subsidiaries that file separate tax returns.
At December 31, 2014 and 2013, we had deferred tax asset valuation allowances of $1.6 billion and $2.0 billion, respectively,
related to foreign subsidiaries, state and local tax jurisdictions, and certain domestic subsidiaries that file separate tax returns.
We maintained these valuation allowances following our conclusion that we could not demonstrate that it was more likely than
not that the related deferred tax assets will be realized. This was primarily due to factors such as cumulative losses in recent
years and the inability to demonstrate profits within the specific jurisdictions over the relevant carryforward periods.

Tax Examinations and Litigation
We file a consolidated U.S. federal income tax return with our eligible U.S. subsidiaries. Several U.S. subsidiaries included in
the consolidated financial statements previously filed separate U.S. federal income tax returns and were not part of our U.S.
consolidated income tax group. Income earned by subsidiaries operating outside the U.S. is taxed, and income tax expense is
recorded, based on applicable U.S. and foreign law.
The statute of limitations for all tax years prior to 2000 has expired for our consolidated federal income tax return. We are
currently under examination for the tax years 2000 through 2006.
On March 20, 2008, we received a Statutory Notice of Deficiency (Notice) from the IRS for years 1997 to 1999. The Notice
asserted that we owe additional taxes and penalties for these years primarily due to the disallowance of foreign tax credits
associated with cross-border financing transactions. The transactions that are the subject of the Notice extend beyond the
period covered by the Notice, and the IRS is challenging the later periods. It is also possible that the IRS will consider other
transactions to be similar to these transactions. We have paid the assessed tax plus interest and penalties for 1997 to 1999.
On February 26, 2009, we filed a complaint in the United States District Court for the Southern District of New York seeking a
refund of approximately $306 million in taxes, interest and penalties paid with respect to its 1997 taxable year. We allege that
the IRS improperly disallowed foreign tax credits and that our taxable income should be reduced as a result of the 2005
restatement of our consolidated financial statements.
We also filed an administrative refund claim on September 9, 2010 for our 1998 and 1999 tax years.
On March 29, 2011, the U.S. District Court for the Southern District of New York, ruled on a motion for partial summary
judgment that we filed on July 30, 2010 related to the disallowance of foreign tax credits associated with cross-border financing
transactions. The court denied our motion with leave to renew.
On August 1, 2012, we filed a motion for partial summary judgment related to the disallowance of foreign tax credits associated
with cross border financing transactions. On March 29, 2013, the U.S District Court for the Southern District of New York
denied our motion for partial summary judgment related to the disallowance of foreign tax credits associated with cross border
financing transactions. On March 17, 2014, the U.S. Court of Appeals for the Second Circuit (the Second Circuit) granted our
petition for an immediate appeal of the partial summary judgment decision. Accordingly, we are presenting our position to the
Second Circuit.
We will vigorously defend our position and continue to believe that we have adequate reserves for any liability that could result
from the IRS actions.
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We continue to monitor legal and other developments in this area and evaluate the effect, if any, on our position, including
recent decisions adverse to other taxpayers.
Accounting For Uncertainty in Income Taxes

The following table presents a reconciliation of the beginning and ending balances of the total amounts of gross
unrecognized tax benefits:
Years Ended December 31,
(in millions)

$

Gross unrecognized tax benefits, beginning of year
Increases in tax positions for prior years
Decreases in tax positions for prior years
Increases in tax positions for current year
Lapse in statute of limitations
Settlements
Activity of discontinued operations
Gross unrecognized tax benefits, end of year

$

2014
2013
4,340 $ 4,385 $
91
680
(60)
(796)
10
43
(6)
(20)
(2)
20
50
4,395 $ 4,340 $

2012
4,279
336
(264)
47
(8)
(5)
4,385

At December 31, 2014, 2013 and 2012, our unrecognized tax benefits, excluding interest and penalties, were $4.4 billion, $4.3
billion and $4.4 billion, respectively. At December 31, 2014, 2013 and 2012, our unrecognized tax benefits related to tax
positions that, if recognized, would not affect the effective tax rate because they relate to such factors as the timing, rather than
the permissibility, of the deduction were $0.3 billion, $0.1 billion and $0.2 billion, respectively. Accordingly, at December 31,
2014, 2013 and 2012, the amounts of unrecognized tax benefits that, if recognized, would favorably affect the effective tax rate
were $4.1 billion, $4.2 billion and $4.2 billion, respectively.
Interest and penalties related to unrecognized tax benefits are recognized in income tax expense. At both December 31, 2014
and 2013, we had accrued liabilities of $1.1 billion for the payment of interest (net of the federal benefit) and penalties. For the
years ended December 31, 2014, 2013 and 2012, we accrued expense (benefits) of $21 million, $142 million and $192 million,
respectively, for the payment of interest (net of the federal benefit) and penalties.
We regularly evaluate adjustments proposed by taxing authorities. At December 31, 2014, such proposed adjustments would
not have resulted in a material change to our consolidated financial condition, although it is possible that the effect could be
material to our consolidated results of operations for an individual reporting period. Although it is reasonably possible that a
change in the balance of unrecognized tax benefits may occur within the next 12 months, based on the information currently
available, we do not expect any change to be material to our consolidated financial condition.
Listed below are the tax years that remain subject to examination by major tax jurisdictions:
At December 31, 2014
Major Tax Jurisdiction

Open Tax Years

United States
Australia
France
Japan
Korea
Singapore
United Kingdom

2000-2013
2010-2013
2012-2013
2008-2013
2009-2013
2011-2013
2013
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25. QUARTERLY FINANCIAL INFORMATION (UNAUDITED)

Consolidated Statements of Income (Loss)
Three Months Ended
March 31,
(dollars in millions, except per share data)

Total revenues

$

June 30,

September 30,

December 31,

2014

2013

2014

2013

2014

2013

2014

16,163 $

17,008 $

16,136 $

18,485 $

16,697 $

15,981 $

15,410 $

17,400

2013

729

2,150

Income from continuing
operations before income taxes

2,273

2,875

4,480

3,165

3,019

1,178

Income (loss) from discontinued
operations, net of income taxes

(47)

Net income

1,612

73

30

18

2

2,231

3,036

2,758

2,201

(18)
2,130

(35)
675

11
1,973

Net income (loss) from continuing
operations attributable to
noncontrolling interests:
Nonvoting, callable, junior, and
senior preferred interests
Other

-

-

3

25

(37)

-

-

27

9

(40)

20

(5)

Total net income (loss)
attributable
to noncontrolling interests

3
*

Net income attributable to AIG

25

(37)

27

$

1,609 $

2,206 $

3,073 $

2,731 $

2,192 $

9

2,170 $

(40)

655 $

20

1,978

(5)

$

1.13 $

1.44 $

2.11 $

1.84 $

1.54 $

1.48 $

0.50 $

1.34

$

(0.03) $

0.05 $

0.02 $

0.01 $

- $

(0.01) $

(0.03) $

0.01

$

1.12 $

1.44 $

2.08 $

1.83 $

1.52 $

1.47 $

0.49 $

1.33

$

(0.03) $

0.05 $

0.02 $

0.01 $

- $

(0.01) $

(0.03) $

0.01

Earnings (loss) per common share
attributable to AIG common
shareholders:
Basic:
Income from continuing
operations
Income (loss) from discontinued
operations
Diluted:
Income from continuing
operations
Income (loss) from discontinued
operations
Weighted average shares outstanding:
Basic

1,459,249,393 1,476,471,097 1,442,397,111 1,476,512,720 1,419,239,774 1,475,053,126 1,391,790,420 1,468,725,573

Diluted

1,472,510,813 1,476,678,931 1,464,676,330 1,482,246,618 1,442,067,842 1,485,322,858 1,412,162,456 1,480,654,482

Noteworthy quarterly items income (expense):
Other-than-temporary
impairments

(59)

(48)

(55)

(46)

(50)

47

(18)

(52)

(83)

(86)

(1)

1

Net (gain) loss on sale of
divested businesses

(4)

-

(2,174)

-

Federal and foreign valuation
allowance for deferred tax assets

65

761

75

509

21

(238)

(340)

(34)

(38)

(742)

1,154

20

741

Net gain (loss) on extinguishment of
debt

(81)

(1,268)

(192)

* Net income attributable to AIG for the three-month period ended December 31, 2013 includes $327 million of net charges primarily related to income taxes to
correct prior 2013 quarters presented. Such amounts are not material to any period presented.
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The following tables present amounts previously reported and adjusted amounts presented in the above table. See
Note 1 herein for a description of the changes.
Three Months Ended
March 31, 2014
As Previously
As Currently
Reported
Reported

(dollars in millions, except per share data)

Total revenues
Net income

$

*

16,112 $
1,612

16,163 $
1,612

June 30, 2014
As Previously
As Currently
Reported
Reported
16,105 $
3,036

September 30, 2014
As Previously
As Currently
Reported
Reported

16,136 $
3,036

16,654 $
2,201

16,697
2,201

Three Months Ended
March 31, 2013
As Previously
As Currently
Reported
Reported

(dollars in millions, except per share data)

Total revenues
Net income

$

*

16,962 $
2,231

17,008 $
2,231

June 30, 2013
As Previously
As Currently
Reported
Reported
18,426 $
2,758

18,485 $
2,758

September 30, 2013
As Previously
As Currently
Reported
Reported
15,944 $
2,130

December 31, 2013
As Previously
As Currently
Reported
Reported

15,981 $
2,130

17,346 $
1,973

17,400
1,973

* The changes in the previously and currently reported total revenues did not have an impact on Net income or Earnings (loss) per common share attributable
to AIG common shareholders.

26. INFORMATION PROVIDED IN CONNECTION WITH OUTSTANDING DEBT
The following condensed consolidating financial statements reflect the results of AIG Life Holdings, Inc. (AIGLH), a holding
company and a wholly owned subsidiary of AIG. AIG provides a full and unconditional guarantee of all outstanding debt of
AIGLH.

Condensed Consolidating Balance Sheets
American
International

Reclassifications

Group, Inc.
(As Guarantor)

(in millions)

AIGLH

Other

and

Consolidated

Subsidiaries

Eliminations

AIG

December 31, 2014
Assets:
Short-term investments

$

Other investments(a)

6,078

$

11,415

-

$

6,231

$

(1,066) $

333,108

17,493

-

339,339

26

91

1,641

Loans to subsidiaries(b)

31,070

-

779

(31,849)

Investment in consolidated subsidiaries(b)

62,811

35,850

-

(98,661)

-

Other assets, including deferred income taxes

23,835

2,305

141,826

(9,909)

158,057

Total investments
Cash

Assets held for sale
Total assets

$

-

135,235

$

-

$

-

11,243

-

344,523

(1,066)

355,766

-

-

1,758
-

-

38,246

$

483,585

$

-

$

270,615

$

-

(141,485) $

515,581

Liabilities:
Insurance liabilities

$

Long-term debt
Other liabilities, including intercompany balances(a)(c)
Loans from subsidiaries(b)
Liabilities held for sale
Total liabilities
Redeemable noncontrolling interests (see Note 18)
Total AIG shareholders’ equity
Non-redeemable noncontrolling interests
Total equity
Total liabilities and equity

$

321

-

$

820

9,207

6,196

2,314

108,189

(10,222)

106,477

951

-

30,898

(31,849)

-

-

-

-

28,337

3,134

418,909

-

-

-

106,898

35,112

64,302

-

-

374

106,898

35,112

64,676

135,235

$

38,246

$

483,585

-

270,615

21,190

(42,071)
(99,414)
(99,414)
$

(141,485) $

31,217

408,309
106,898
374
107,272
515,581
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December 31, 2013
Assets:
Short-term investments

$

Other investments(a)

11,965

$

7,561

-

$

11,404

$

(1,752) $

327,250

19,526

-

338,654

30

51

2,160

Loans to subsidiaries(b)

31,220

-

854

(32,074)

-

Investment in consolidated subsidiaries(b)

66,201

39,103

-

(105,304)

-

Other assets, including deferred income taxes

21,606

112

132,492

(1,086)

153,124

-

-

29,536

Total investments
Cash

Assets held for sale
Total assets

$

138,583

$

-

$

-

21,617

-

334,811

(1,752)

356,428

-

2,241

-

39,266

$

503,696

$

-

$

271,252

$

29,536

(140,216) $

541,329

Liabilities:
Insurance liabilities

$

Long-term debt
Other liabilities, including intercompany balances(a)(c)
Loans from subsidiaries(b)
Liabilities held for sale
Total liabilities
Redeemable noncontrolling interests (see Note 18)
Total AIG shareholders’ equity
Non-redeemable noncontrolling interests
Total equity
Total liabilities and equity

$

-

30,839

1,352

9,502

6,422

161

98,908

(2,766)

852

200

31,173

(32,225)

-

-

24,548

38,113

1,713

435,383

-

-

30

100,470

37,553

67,672

-

-

611

100,470

37,553

68,283

138,583

$

39,266

$

503,696

$

-

(34,991)
(105,225)
$

271,252
41,693
102,725
24,548
440,218
30
100,470
611

(105,225)

101,081

(140,216) $

541,329

(a) Includes intercompany derivative positions, which are reported at fair value before credit valuation adjustment.
(b) Eliminated in consolidation.
(c) For December 31, 2014 and 2013, includes intercompany tax payable of $0.3 billion and $1.4 billion, respectively, and intercompany derivative liabilities of
$275 million and $249 million, respectively, for American International Group, Inc. (As Guarantor) and intercompany tax receivable of $3 million and $98 million,
respectively, for AIGLH.
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Condensed Consolidating Statements of Income (Loss)

American
International

Reclassifications

Group, Inc.
(As Guarantor)

(in millions)

AIGLH

Other

and

Consolidated

Subsidiaries

Eliminations

AIG

Year Ended December 31, 2014
Revenues:
*

Equity in earnings of consolidated subsidiaries

$

9,450 $

3,519 $

- $

(12,969) $

-

Other income

1,658

-

63,157

(409)

64,406

Total revenues

11,108

3,519

63,157

(13,378)

64,406

Interest expense

1,507

100

243

(132)

1,718

Loss on extinguishment of debt

2,248

-

85

(51)

2,282

Other expenses

1,546

203

48,315

(159)

49,905

5,301

303

48,643

(342)

53,905

Expenses:

Total expenses
Income (loss) from continuing operations before income tax
expense (benefit)
Income tax expense (benefit)
Income (loss) from continuing operations

5,807

3,216

14,514

(13,036)

10,501

(1,735)

(103)

4,817

(52)

2,927

7,542

3,319

9,697

(12,984)

7,574

(13)

-

(37)

7,529

3,319

9,660

Loss from discontinued operations, net of income taxes
Net income (loss)

(12,984)

(50)
7,524

Less:
Net loss from continuing operations attributable to

-

noncontrolling interests
Net income (loss) attributable to AIG

-

$

7,529 $

3,319 $

$

7,638 $

4,075 $

(5)

-

9,665 $

(12,984) $

- $

(11,713) $

(5)
7,529

Year Ended December 31, 2013
Revenues:
*

Equity in earnings of consolidated subsidiaries

-

Other income

1,487

1

67,698

(312)

68,874

Total revenues

9,125

4,076

67,698

(12,025)

68,874

1,938

126

233

(155)

2,142

580

-

71

1,520

75

55,277

(159)

56,713

4,038

201

55,581

(314)

59,506
9,368

Expenses:
Interest expense
Loss on extinguishment of debt
Other expenses
Total expenses

-

651

Income (loss) from continuing operations before income tax
expense (benefit)
Income tax expense (benefit)
Income (loss) from continuing operations

5,087

3,875

12,117

(11,711)

(4,012)

(58)

4,454

(24)

360

9,099

3,933

7,663

(11,687)

9,008

(14)

-

98

9,085

3,933

7,761

Income (loss) from discontinued operations, net of income taxes
Net income (loss)

(11,687)

84
9,092

Less:
Net income (loss) from continuing operations attributable to

-

noncontrolling interests:
Net income (loss) attributable to AIG

$

9,085 $

323

3,933 $

7
7,754 $

(11,687) $

7
9,085

I T E M 8 / N O T E 2 6 . I N F O R M AT I O N P R O V I D E D I N C O N N E C TI O N W I TH O U TS TAN D I N G D E B T
Year Ended December 31, 2012
Revenues:
*

Equity in earnings of consolidated subsidiaries

$

Change in fair value of ML III

1,970

$

2,287

2,315

$

-

-

$

601

(4,285) $
-

2,888

Other income

1,911

49

66,749

(383)

68,326

Total revenues

6,168

2,364

67,350

(4,668)

71,214

Expenses:
Interest expense on FRBNY Credit Facility
Other interest expense

-

-

-

2,257

174

271

Loss on extinguishment of debt
Other expenses
Total expenses

(383)

2,319

9

-

23

-

32

1,602

-

64,370

-

65,972

3,868

174

64,664

(383)

68,323

2,300

2,190

2,686

(4,285)

2,891

Income (loss) from continuing operations before income tax
expense (benefit)
Income tax expense (benefit)

(1,137)

Income (loss) from continuing operations

(17)

3,437

Income from discontinued operations, net of income taxes

346

2,207

-

2,340

(4,285)

1

-

-

3,438

2,207

2,340

Nonvoting, callable, junior and senior preferred interests

-

-

-

208

208

Other

-

-

54

-

54

-

-

54

208

262

Net income (loss)

-

(808)
3,699

(4,285)

1
3,700

Less:
Net income from continuing operations attributable to
noncontrolling interests:

Total net income from continuing operations attributable to
noncontrolling interests
Net Income (loss) from discontinued operations attributable to
noncontrolling interests
Total net income attributable to noncontrolling interests
Net income (loss) attributable to AIG

*

$

-

-

-

-

-

-

-

54

208

262

3,438

Eliminated in consolidation.

324

$

2,207

$

2,286

$

(4,493) $

3,438
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Condensed Consolidating Statements of Comprehensive Income (Loss)
American
International

Reclassifications

Group, Inc.
(in millions)

(As Guarantor)

AIGLH

Other

and

Consolidated

Subsidiaries

Eliminations

AIG

Year Ended December 31, 2014
Net income (loss)

$

Other comprehensive income (loss)
Comprehensive income (loss)

3,319 $

9,660

4,257

2,794

3,235

(6,029)

4,257

11,786

6,113

12,895

(19,013)

11,781

-

Total comprehensive loss attributable to noncontrolling interests
Comprehensive income (loss) attributable to AIG

7,529 $

$

11,786 $

6,113 $

$

(5)

(12,984) $

-

12,900

$

(19,013) $

7,761

$

(11,687) $

7,524

(5)
11,786

Year Ended December 31, 2013
Net income (loss)

$

9,085 $

Other comprehensive income (loss)

(6,214)
2,871

Comprehensive income (loss)
Total comprehensive loss attributable to noncontrolling interests
Comprehensive income (loss) attributable to AIG

$

2,871 $

3,933 $
(4,689)

(6,719)

11,385

(756)

1,042

(302)

-

(16)

-

(756) $

1,058

$
$

9,092
(6,237)
2,855
(16)

(302) $

2,871

(4,285) $

3,700

Year Ended December 31, 2012
Net income (loss)

$

3,438 $

2,207 $

2,340

Other comprehensive income (loss)

6,093

3,973

7,158

(11,128)

6,096

Comprehensive income (loss)

9,531

6,180

9,498

(15,413)

9,796

Total comprehensive income attributable to noncontrolling interests
Comprehensive income (loss) attributable to AIG

$

9,531 $

325

6,180 $

57
9,441

208
$

(15,621) $

265
9,531
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Condensed Consolidating Statements of Cash Flows
American
International

Reclassifications

Group, Inc.
(As Guarantor)

(in millions)

AIGLH

Other
*
Subsidiaries

and
*
Eliminations

Consolidated
AIG

Year Ended December 31, 2014
Net cash (used in) provided by operating activities

$

9,316 $

6,155 $

8,979 $

(19,443) $

5,007

Cash flows from investing activities:
Sales of investments

3,036

-

65,108

(2,040)

66,104

Purchase of investments

(1,051)

-

(59,099)

2,040

(58,110)

Loans to subsidiaries – net

446

-

169

(615)

Contributions to subsidiaries

(148)

-

296

(148)

Net change in restricted cash

(501)

-

(946)

Net change in short-term investments

5,792

Other, net

(141)

Net cash provided by investing activities

7,433

-

2,968
(882)
7,614

-

(1,447)

-

8,760

-

(1,023)

(763)

14,284

Cash flows from financing activities:
Issuance of long-term debt

3,247

Repayments of long-term debt

(14,468)

Purchase of Common Stock

(4,902)

Intercompany loans - net

110

Cash dividends paid

(712)

Other, net

(28)

Net cash (used in) financing activities

(16,753)

Effect of exchange rate changes on cash

-

(477)
-

3,440

-

6,687

(1,215)

-

(16,160)

-

(4,902)

-

(280)

(445)

615

(5,358)

(14,085)

19,443

(6,115)

(712)

(4,821)

148

(4,701)

(17,126)

20,206

(19,788)

-

(74)

-

(74)

Change in cash

(4)

40

(607)

-

(571)

Cash at beginning of year

30

51

2,160

-

-

-

88

-

Change in cash of businesses held for sale
Cash at end of year

2,241
88

$

26 $

91 $

1,641 $

- $

1,758

$

6,422 $

4,488 $

7,385 $

(12,430) $

5,865

Year Ended December 31, 2013
Net cash (used in) provided by operating activities
Cash flows from investing activities:
Sales of investments

1,425

-

78,868

(3,199)

77,094

Purchase of investments

(5,506)

-

(75,580)

3,199

(77,887)

Loans to subsidiaries – net

3,660

-

Contributions to subsidiaries

(2,081)

(1)

Net change in restricted cash
Net change in short-term investments
Other, net
Net cash (used in) provided by investing activities

395

(4,055)

-

-

2,082

-

751

-

1,244

493

-

2,361

-

5,481

-

7,842

130

-

(1,324)

-

(1,194)

482

(1)

8,591

(1,973)

7,099

Cash flows from financing activities:
Issuance of long-term debt

2,015

3,220

-

5,235

Repayments of long-term debt

(7,439)

(245)

(6,513)

-

(14,197)

Intercompany loans - net

(123)

(273)

(3,659)

4,055

Purchase of common stock

(597)

Cash dividends paid to shareholders

(294)

Other, net

(517)

Net cash (used in) provided by financing activities

(6,955)

Effect of exchange rate changes on cash

-

-

(3,991)
(4,509)
-

Change in cash

(51)

(22)

Cash at beginning of year

81

73

-

-

Reclassification to assets held for sale
Cash at end of year

$

30 $
326

51 $

(8,439)
694

12,430
(2,082)

(14,697)

14,403

(92)

-

(597)
(294)
(1,905)
(11,758)
(92)

1,187

-

1,114

997

-

1,151

(24)

-

2,160 $

- $

(24)
2,241
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Year Ended December 31, 2012
Net cash (used in) provided by operating activities

$

(825) $

2,682 $

6,387 $

(4,568) $

3,676

Cash flows from investing activities:
Sales of investments

16,874

-

90,070

(5,538)

101,406

Purchase of investments

(4,406)

-

(77,699)

5,538

(76,567)

Loans to subsidiaries – net

5,126

-

4,654

(9,780)

-

Contributions to subsidiaries

(152)

-

-

152

-

Net change in restricted cash

(377)

-

791

-

414

(2,029)

Net change in short-term investments

-

(6,080)

-

259

-

(791)

-

15,295

-

Issuance of long-term debt

3,754

-

4,858

-

8,612

Repayments of long-term debt

(3,238)

-

(7,863)

-

(11,101)

(5,126)

9,780

Other, net
Net cash (used in) provided by investing activities

10,945

(9,628)

(8,109)
(532)
16,612

Cash flows from financing activities:

Intercompany loans - net

(2,032)

Purchase of common stock

(13,000)

Cash dividends paid to shareholders

-

Other, net

(49)

Net cash (used in) provided by financing activities

(14,565)

Effect of exchange rate changes on cash

-

(2,622)
-

(4,568)

-

(4,874)

(2,622)
-

Change in cash

(95)

60

Cash at beginning of year

176

13

-

-

Change in cash of businesses held for sale
Cash at end of year

$

81 $

-

73 $

(17,573)

4,568
(152)
14,196

(13,000)
(5,075)
(20,564)

16

-

16

(225)

-

(260)

1,285

-

(63)

-

997 $

- $

1,474
(63)
1,151

* The Other Subsidiaries and Reclassifications and Eliminations amounts were disclosed together in prior periods. The new presentation had no impact on the
Consolidated AIG amounts.
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Supplementary Disclosure of Condensed Consolidating Cash Flow Information
American
International

Reclassifications

Group, Inc.
(As Guarantor)

(in millions)

Other
*
Subsidiaries

AIGLH

and
*
Eliminations

Consolidated
AIG

Cash (paid) received during the year ended December 31,
2014 for:
Interest:
Third party

$

(1,624) $

Intercompany

5

(87) $

(1,656) $

(7)

- $

2

-

(3,367)
-

Taxes:
Income tax authorities

$

Intercompany

(18) $
1,172

-

$

(719) $

-

- $

(1,172)

-

(1,782) $

- $

(737)
-

Cash (paid) received during the year ended December 31,
2013 for:
Interest:
Third party

$

(1,963) $

Intercompany

(12)

(111) $
(21)

33

-

(3,856)
-

Taxes:
Income tax authorities

$

(161) $

Intercompany

288

-

$

(78)

(635) $

- $

(210)

-

(796)
-

Cash (paid) received during the year ended December 31,
2012 for:
Interest:
*
Third party

$

(2,089) $

Intercompany

(133)

(128) $

(1,820) $

(56)

- $

189

-

(4,037)
-

Taxes:
Income tax authorities

$

(7) $

Intercompany

230

-

$

(41)

(440) $

- $

(189)

-

(447)
-

* The Other Subsidiaries and Reclassifications and Eliminations amounts were disclosed together in prior periods. The new presentation had no impact on the
Consolidated AIG amounts.

American International Group, Inc. (As Guarantor) supplementary disclosure of non-cash activities:
Years Ended December 31,
2014

(in millions)
Intercompany non-cash financing and investing activities:

2013

2012

Capital contributions
in the form of bond available for sale securities

$

- $

- $

4,078

-

341

-

Other capital contributions - net

2,457

523

579

Return of capital

4,836

-

-

to subsidiaries through forgiveness of loans

Return of capital and dividend received
in the form of cancellation of intercompany loan
in the form of other bond securities

328

-

-

9,303

3,088

-

3,320
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27. SUBSEQUENT EVENTS

Debt Offering
On January 15, 2015, we issued $1.2 billion aggregate principal amount of 3.875% Notes due 2035 and $800 million
aggregate principal amount of 4.375% Notes due 2055.

Dividends Declared and Share Repurchase Authorization
On February 12, 2015, our Board of Directors declared a cash dividend on AIG Common Stock of $0.125 per share, payable
on March 26, 2015 to shareholders of record on March 12, 2015.
On February 12, 2015, our Board of Directors authorized an additional increase to the August 1, 2013 repurchase
authorization of AIG Common Stock of $2.5 billion, resulting in an aggregate remaining authorization on such date of
approximately $2.5 billion.
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PART II
ITEM 9 / CHANGES IN AND DISAGREEMENTS WITH
ACCOUNTANTS ON ACCOUNTING AND FINANCIAL
DISCLOSURE
None.

ITEM 9A / CONTROLS AND PROCEDURES
EVALUATION OF DISCLOSURE CONTROLS AND PROCEDURES
Disclosure controls and procedures are designed to ensure that information required to be disclosed in reports filed or
submitted under the Securities Exchange Act of 1934, as amended (the Exchange Act) is recorded, processed, summarized
and reported within the time periods specified in SEC rules and forms and that such information is accumulated and
communicated to management, including the Chief Executive Officer and Chief Financial Officer, to allow timely decisions
regarding required disclosures. In connection with the preparation of this Annual Report on Form 10-K, an evaluation was
carried out by AIG management, with the participation of AIG’s Chief Executive Officer and Chief Financial Officer, of the
effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange
Act), as of December 31, 2014. Based on this evaluation, AIG’s Chief Executive Officer and Chief Financial Officer concluded
that our disclosure controls and procedures were effective as of December 31, 2014.

Management’s Report on Internal Control Over Financial Reporting
Management of AIG is responsible for establishing and maintaining adequate internal control over financial reporting. AIG’s
internal control over financial reporting is a process, under the supervision of AIG’s Chief Executive Officer and Chief Financial
Officer, designed to provide reasonable assurance regarding the reliability of financial reporting and the preparation of AIG’s
financial statements for external purposes in accordance with U.S. GAAP.
Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.
AIG management conducted an assessment of the effectiveness of our internal control over financial reporting as of December
31, 2014 based on the criteria established in the 2013 Internal Control – Integrated Framework issued by the Committee of
Sponsoring Organizations of the Treadway Commission (COSO).
AIG management has concluded that, as of December 31, 2014, our internal control over financial reporting was effective
based on the criteria articulated in the 2013 Internal Control – Integrated Framework issued by the COSO. The effectiveness
of our internal control over financial reporting as of December 31, 2014 has been audited by PricewaterhouseCoopers LLP, an
independent registered public accounting firm, as stated in their report, which is included in this Annual Report on Form 10-K.

Changes in Internal Control Over Financial Reporting
There have been no changes in our internal control over financial reporting that have occurred during the quarter ended
December 31, 2014 that have materially affected, or are reasonably likely to materially affect, our internal control over financial
reporting.
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ITEM 9B / OTHER INFORMATION
AIG Parent was a party to a consolidated capital maintenance agreement (CMA) with AIG Property Casualty Inc. and certain
domestic Non-Life Insurance Companies. The parties agreed to terminate the CMA effective February 19, 2015.
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PART III
ITEM 10 / DIRECTORS, EXECUTIVE OFFICERS AND
CORPORATE GOVERNANCE
All information required by Items 10, 11, 12, 13 and 14 of this Form 10-K is incorporated by reference from the definitive proxy
statement for AIG’s 2015 Annual Meeting of Shareholders, which will be filed with the SEC not later than 120 days after the
close of the fiscal year pursuant to Regulation 14A.

ITEM 11 / EXECUTIVE COMPENSATION
See Item 10 herein.

ITEM 12 / SECURITY OWNERSHIP OF CERTAIN BENEFICIAL
OWNERS AND MANAGEMENT AND RELATED STOCKHOLDER
MATTERS
See Item 10 herein.

ITEM 13 / CERTAIN RELATIONSHIPS AND RELATED
TRANSACTIONS, AND DIRECTOR INDEPENDENCE
See Item 10 herein.

ITEM 14 / PRINCIPAL ACCOUNTING FEES AND SERVICES
See Item 10 herein.

PART IV
ITEM 15 / EXHIBITS, FINANCIAL STATEMENT SCHEDULES
(a) Financial Statements and Schedules. See accompanying Index to Financial Statements.
(b) Exhibits. See accompanying Exhibit Index.
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SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, as amended, the Registrant has
duly caused this Annual Report on Form 10-K to be signed on its behalf by the undersigned, thereunto duly authorized, on the
20th of February, 2015.
AMERICAN INTERNATIONAL GROUP, INC.

By

/s/ PETER D. HANCOCK
(Peter D. Hancock, President and Chief Executive Officer)

KNOW ALL PERSONS BY THESE PRESENTS, that each person whose signature appears below constitutes and appoints
Peter D. Hancock and David L. Herzog, and each of them severally, his or her true and lawful attorney-in-fact, with full power
of substitution and resubstitution, to sign in his or her name, place and stead, in any and all capacities, to do any and all things
and execute any and all instruments that such attorney may deem necessary or advisable under the Securities Exchange Act
of 1934, as amended, and any rules, regulations and requirements of the U.S. Securities and Exchange Commission in
connection with this Annual Report on Form 10-K and any and all amendments hereto, as fully for all intents and purposes as
he or she might or could do in person, and hereby ratifies and confirms all said attorneys-in-fact and agents, each acting alone,
and his or her substitute or substitutes, may lawfully do or cause to be done by virtue hereof.
Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, this Annual Report on Form 10-K has been
signed below by the following persons on behalf of the Registrant and in the capacities indicated on the 20th of February,
2015.
Signature

Title

/s/ PETER D. HANCOCK
(Peter D. Hancock)

President, Chief Executive Officer and Director
(Principal Executive Officer)

/s/ DAVID L. HERZOG
(David L. Herzog)

Executive Vice President and Chief Financial Officer
(Principal Financial Officer)

/s/ JEFFREY M. FARBER
(Jeffrey M. Farber)

Senior Vice President – Deputy Chief Financial Officer and
Group Controller
(Principal Accounting Officer)

/s/ W. DON CORNWELL
(W. Don Cornwell)

Director

/s/ PETER R. FISHER
(Peter R. Fisher)

Director

/s/ JOHN H. FITZPATRICK
(John H. Fitzpatrick)

Director

/s/ WILLIAM G. JURGENSEN
(William G. Jurgensen)

Director

/s/ CHRISTOPHER S. LYNCH
(Christopher S. Lynch)

Director

/s/ ARTHUR C. MARTINEZ
(Arthur C. Martinez)

Director

/s/ GEORGE L. MILES, JR.
(George L. Miles, Jr.)

Director

/s/ HENRY S. MILLER
(Henry S. Miller)

Director

/s/ ROBERT S. MILLER
(Robert S. Miller)

Director
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/s/ SUZANNE NORA JOHNSON
(Suzanne Nora Johnson)

Director

/s/ RONALD A. RITTENMEYER
(Ronald A. Rittenmeyer)

Director

/s/ DOUGLAS M. STEENLAND
(Douglas M. Steenland)

Director

/s/ THERESA M. STONE
(Theresa M. Stone)

Director
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EXHIBIT INDEX
Exhibit
Number
2

3
3(i)

Description
Plan of acquisition, reorganization, arrangement,
liquidation or succession
(1) Master Transaction Agreement, dated as of
December 8, 2010, among AIG, ALICO Holdings LLC,
AIA Aurora LLC, the Federal Reserve Bank of New
York, the United States Department of the Treasury and
the AIG Credit Facility Trust
Articles of incorporation and by-laws
Amended and Restated Certificate of Incorporation of
AIG

3(ii)

AIG By-laws, amended July 9, 2014

4

Instruments defining the rights of security holders,
including indentures

(1) Credit Agreement, dated as of September 22, 2008,
between AIG and Federal Reserve Bank of New York

9
10

(2) Warrant Agreement (including Form of Warrant),
dated as of January 6, 2011, between AIG and Wells
Fargo Bank, N.A., as Warrant Agent
(3) Tax Asset Protection Plan, dated as of March 9,
2011, between AIG and Wells Fargo Bank, N.A., as
Rights Agent, including as Exhibit A the forms of Rights
Certificate and of Election to Exercise
(4) Amendment No. 1, dated as of January 8, 2014, to
Tax Asset Protection Plan, between AIG and Wells
Fargo Bank, National Association, as Rights Agent.
(5) Subordinated Debt Indenture, dated as of August
23, 2012, between AIG and The Bank of New York
Mellon, as Trustee
Voting Trust Agreement
Material contracts
(1) AIG Amended and Restated 1999 Stock Option
Plan*
(2) Form of Stock Option Grant Agreement under the
AIG Amended and Restated 1999 Stock Option Plan*
(3) AIG Executive Deferred Compensation Plan*

(4) AIG Supplemental Incentive Savings Plan*

(5) AIG Director Stock Plan*

(6) Amended and Restated American General
335

Location

Incorporated by reference to Exhibit 2.1 to AIG’s
Current Report on Form 8-K filed with the SEC on
December 8, 2010 (File No. 1-8787).

Incorporated by reference to Exhibit 3.1 to AIG’s
Current Report on Form 8-K filed with the SEC on May
12, 2014 (File No. 1-8787).
Incorporated by reference to Exhibit 3.1 to AIG’s
Current Report on Form 8-K filed with the SEC on July
14, 2014 (File No. 1-8787).
Certain instruments defining the rights of holders of
long-term debt securities of AIG and its subsidiaries
are omitted pursuant to Item 601(b)(4)(iii) of
Regulation S-K. AIG hereby undertakes to furnish to
the Commission, upon request, copies of any such
instruments.
Incorporated by reference to Exhibit 99.1 to AIG’s
Current Report on Form 8-K filed with the SEC on
September 26, 2008 (File No. 1-8787).
Incorporated by reference to Exhibit 10.1 to AIG’s
Current Report on Form 8-K filed with the SEC on
January 7, 2011 (File No. 1-8787).
Incorporated by reference to Exhibit 4.1 to AIG’s
Current Report on Form 8-K filed with the SEC on
March 9, 2011 (File No. 1-8787).
Incorporated by reference to Exhibit 4.1 to AIG’s
Current Report on Form 8-K filed with the SEC on
January 8, 2014 (File No. 1-8787).
Incorporated by reference to Exhibit 4.1 to AIG’s
Current Report on Form 8-K filed with the SEC on
August 23, 2012 (File No. 1-8787).
None.
Filed as exhibit to AIG’s Definitive Proxy Statement
dated April 4, 2003 (File No. 1-8787) and incorporated
herein by reference.
Incorporated by reference to Exhibit 10(a) to AIG’s
Quarterly Report on Form 10-Q for the quarter ended
September 30, 2004 (File No. 1-8787).
Incorporated by reference to Exhibit 4(a) to AIG’s
Registration Statement on Form S-8 (File No. 333101640).
Incorporated by reference to Exhibit 4(b) to AIG’s
Registration Statement on Form S-8 (File No. 333101640).
Filed as an exhibit to AIG’s Definitive Proxy Statement
dated April 5, 2004 (File No. 1-8787) and incorporated
herein by reference.
Incorporated by reference to Exhibit 10.15 to American

Supplemental Thrift Plan (December 31, 1998)*

General Corporation’s Annual Report on Form 10-K for
the year ended December 31, 2000 (File No. 1-7981).
(7) Letter Agreement, dated August 16, 2009, between
Incorporated by reference to Exhibit 99.1 to AIG’s
AIG and Robert H. Benmosche*
Current Report on Form 8-K filed with the SEC on
August 17, 2009 (File No. 1-8787).
(8) Release and Restrictive Covenant Agreement,
Incorporated by reference to Exhibit 10.2 of AIG’s
dated as of September 18, 2014, by and between Jay
Quarterly Report on Form 10-Q for the quarter ended
Wintrob and AIG*
September 30, 2014 (File No. 1-8787).
(9) AIG Amended and Restated Executive Severance
Incorporated by reference to Exhibit 10.1 to AIG’s
Plan*
Current Report on Form 8-K filed with the SEC on
September 26, 2008 (File No. 1-8787).
(10) Assurance Agreement, by AIG in favor of eligible
Incorporated by reference to Exhibit 10(6) to AIG’s
employees, dated as of June 27, 2005, relating to
Quarterly Report on Form 10-Q for the quarter ended
certain obligations of Starr International Company, Inc.* March 31, 2005 (File No. 1-8787).
(11) Final Judgment and Consent with the Securities
Incorporated by reference to Exhibit 10.2 to AIG’s
and Exchange Commission, including the related
Current Report on Form 8-K filed with the SEC on
complaint, dated February 9, 2006
February 9, 2006 (File No. 1-8787).
(12) Agreement between the Attorney General of the
Incorporated by reference to Exhibit 10.3 to AIG’s
State of New York and AIG and its Subsidiaries, dated
Current Report on Form 8-K filed with the SEC on
January 18, 2006
February 9, 2006 (File No. 1-8787).
(13) AIG Amended and Restated 2007 Stock Incentive
Incorporated by reference to Exhibit 10.62 to AIG’s
Plan*
Annual Report on Form 10-K for the year ended
December 31, 2008 (File No. 1-8787).
(14) AIG Form of Stock Option Award Agreement*
Incorporated by reference to Exhibit 10.A to AIG’s
Registration Statement on Form S-8 (File No. 333148148).
(15) AIG Amended and Restated Form of NonIncorporated by reference to Exhibit 10.69 to AIG’s
Employee Director Deferred Stock Units Award
Annual Report on Form 10-K for the year ended
Agreement *
December 31, 2008 (File No. 1-8787).
(16) Form of AIG 2009 TARP RSU Award Agreement
Incorporated by reference to Exhibit 10.2 to AIG’s
(Top 25)*
Current Report on Form 8-K filed with the SEC on
December 31, 2009 (File No. 1-8787).
(17) Form of AIG Stock Salary Award Agreement*
Incorporated by reference to Exhibit 10.2 to AIG’s
Current Report on Form 8-K filed with the SEC on
December 31, 2009 (File No. 1-8787).
(18) Memorandum of Understanding, dated
Incorporated by reference to Exhibit 10.1 to AIG’s
November 25, 2009, between AIG, Maurice R.
Current Report on Form 8-K filed with the SEC on
Greenberg, Howard I. Smith, C.V. Starr and Star
November 25, 2009 (File No. 1-8787).
International Company, Inc.
(19) Second Amended and Restated Limited Liability
Incorporated by reference to Exhibit 10.2 to AIG’s
Company Agreement of ALICO Holdings LLC, dated as Current Report on Form 8-K filed with the SEC on
of December 1, 2009, between AIG and the Federal
December 1, 2009 (File No. 1-8787).
Reserve Bank of New York

(20) Master Investment and Credit Agreement, dated
as of November 25, 2008, among Maiden Lane III LLC,
the Federal Reserve Bank of New York, AIG and the
Bank of New York Mellon
(21) Asset Purchase Agreement, dated as of
December 12, 2008, among the Sellers party thereto,
AIF Securities Lending Corp., AIG, Maiden Lane II LLC
and the Federal Reserve Bank of New York
(22) AIG Credit Facility Trust Agreement, dated as of
January 16, 2009, among the Federal Reserve Bank of
New York and Jill M. Considine, Chester B. Feldberg
and Douglas L. Foshee, as Trustees
(23) 2009-2010 Stock Salary Award Agreement
between AIG and Robert H. Benmosche, dated
November 24, 2009*
(24) Restrictive Covenant Agreement between AIG and
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Incorporated by reference to Exhibit 10.1 to AIG’s
Current Report on Form 8-K filed with the SEC on
December 2, 2008 (File No. 1-8787).
Incorporated by reference to Exhibit 10.1 to AIG’s
Current Report on Form 8-K filed with the SEC on
December 15, 2008 (File No. 1-8787).
Incorporated by reference to Exhibit 10.1 to AIG's
Current Report on Form 8-K filed with the SEC on
January 23, 2009 (File No. 1-8787).
Incorporated by reference to Exhibit 10.1 to AIG’s
Current Report on Form 8-K filed with the SEC on
November 25, 2009 (File No. 1-8787).
Incorporated by reference to Exhibit 10.1 to AIG’s

Robert H. Benmosche, dated November 24, 2009*
(25) Form of Reimbursement Agreement for Use of
Corporate Aircraft*

(26) Second Amended and Restated Credit Agreement,
dated as of June 19, 2014, among AIG, the subsidiary
borrowers party thereto, the lenders party thereto,
JPMorgan Chase Bank, N.A., as Administrative Agent,
and each Several L/C Agent party thereto.
(27) American International Group, Inc. 2010 Stock
Incentive Plan*
(28) AIG Amended Form of 2010 Stock Incentive Plan
DSU Award Agreement*

Current Report on Form 8-K filed with the SEC on
November 25, 2009 (File No. 1-8787).
Incorporated by reference to Exhibit 10.1 to AIG’s
Current Report on Form 8-K filed with the SEC on
January 25, 2010 (File No. 1-8787).
Incorporated by reference to Exhibit 10.1 to AIG’s
Current Report on Form 8-K filed with the SEC on
June 19, 2014 (File No. 1-8787)

Incorporated by reference to AIG’s Definitive Proxy
Statement, dated April 12, 2010 (Filed No. 1-8787).
Incorporated by reference to Exhibit 10.14 to AIG’s
Quarterly Report on Form 10-Q for the quarter ended
March 31, 2012 (File No. 1-8787).

(29) Supplemental Determination Memorandum, dated
February 5, 2010, from the Office of the Special Master
for TARP Executive Compensation to AIG*
(30) Release and Restrictive Covenant Agreement
between AIG and Peter Hancock*

Incorporated by reference to Exhibit 99.2 to AIG’s
Current Report on Form 8-K filed with the SEC on
February 8, 2010 (File No. 1-8787).
Incorporated by reference to Exhibit 99.3 to AIG’s
Current Report on Form 8-K filed with the SEC on
February 8, 2010 (File No. 1-8787).
(31) Non-Competition and Non-Solicitation Agreement
Incorporated by reference to Exhibit 99.4 to AIG’s
between AIG and Peter Hancock, dated February 8,
Current Report on Form 8-K filed with the SEC on
2010*
February 8, 2010 (File No. 1-8787).
(32) Supplemental Determination Memorandum, dated
Incorporated by reference to Exhibit 10(105) to AIG’s
May 18, 2010, from the Office of the Special Master for
Annual Report on Form 10-K for the year ended
TARP Executive Compensation to AIG*
December 31, 2010 (File No. 1-8787).
(33) Amendment No. 1, dated as of March 7, 2010, to
Incorporated by reference to Exhibit 10(106) to AIG’s
the Second Amended and Restated Limited Liability
Annual Report on Form 10-K for the year ended
Company Agreement of ALICO Holdings LLC
December 31, 2010 (File No. 1-8787).
(34) Determination Memorandum, dated April 1, 2011,
Incorporated by reference to Exhibit 10.1 to AIG’s
from the Office of the Special Master for TARP Executive Current Report on Form 8-K filed with the SEC on
Compensation to AIG*
April 1, 2011 (File No. 1-8787).
Incorporated by reference to Exhibit 10.109 to AIG’s
(35) Determination Memorandum, dated April 8, 2011,
from the Office of the Special Master for TARP Executive Annual Report on Form 10-K for the year ended
December 31, 2011 (File No. 1-8787).
Compensation to AIG*
(36) Supplemental Determination Memorandum, dated
Incorporated by reference to Exhibit 10.110 to AIG’s
October 21, 2011, from the Office of the Special Master
Annual Report on Form 10-K for the year ended
for TARP Executive Compensation to AIG*
December 31, 2011 (File No. 1-8787).
(37) Supplemental Determination Memorandum, dated
Incorporated by reference to Exhibit 10.111 to AIG’s
August 19, 2011, from the Office of the Special Master
Annual Report on Form 10-K for the year ended
for TARP Executive Compensation to AIG*
December 31, 2011 (File No. 1-8787).
Incorporated by reference to Exhibit 10.1 to AIG’s
Current Report on Form 8-K filed with the SEC on
(38) Determination Memorandum, dated April 6, 2012,
from the Office of the Special Master for TARP Executive April 10, 2012 (File No. 1-8787).
Compensation to AIG*
(39) Determination Memorandum, dated May 9, 2012,
Incorporated by reference to Exhibit 10.66 to AIG’s
from the Office of the Special Master for TARP Executive Annual Report on Form 10-K for the year ended
Compensation to AIG*
December 31, 2012 (File No. 1-8787).
(40) AIG Non-Qualified Retirement Income Plan*
Incorporated by reference to Exhibit 10.69 to AIG’s
Annual Report on Form 10-K for the year ended
December 31, 2012 (File No. 1-8787).
(41) AIG Supplemental Executive Retirement Plan*
Incorporated by reference to Exhibit 10.70 to AIG’s
Annual Report on Form 10-K for the year ended
December 31, 2012 (File No. 1-8787).
(42) Amendment to the AIG Supplemental Executive
Incorporated by reference to Exhibit 10.71 to AIG’s
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Retirement Plan*
(43) American General Corporation Supplemental
Executive Retirement Plan*

(44) Amendment Number One to the American General
Corporation Supplemental Executive Retirement Plan*
(45) Amendment Number Two to the American General
Corporation’ Supplemental Executive Retirement Plan*
(46) Master Transaction Agreement, dated as of April
19, 2011, by and among American Home Assurance
Company, Chartis Casualty Company (f/k/a American
International South Insurance Company), Chartis
Property Casualty Company (f/k/a AIG Casualty
Company), Commerce and Industry Insurance
Company, Granite State Insurance Company, Illinois
National Insurance Co., National Union Fire Insurance
Company of Pittsburgh, Pa., New Hampshire Insurance
Company, The Insurance Company of the State of
Pennsylvania, Chartis Select Insurance Company (f/k/a
AIG Excess Liability Insurance Company Ltd.), Chartis
Specialty Insurance Company (f/k/a American
International Specialty Lines Insurance Company),
Landmark Insurance Company, Lexington Insurance
Company, AIU Insurance Company, American
International Reinsurance Company, Ltd. and American
Home Assurance Company, National Union Fire
Insurance Company of Pittsburgh, Pa., New Hampshire
Insurance Company and Chartis Overseas Limited
acting as members of the Chartis Overseas Association
as respects business written or assumed by or from
affiliated companies of Chartis Inc. (collectively, the
Reinsureds), Eaglestone Reinsurance Company and
National Indemnity Company
(47) CMA Termination Agreement, dated as of October
31, 2014, between AIG and American General Life
Insurance Company
(48) CMA Termination Agreement, dated as of October
31, 2014, between American International Group, Inc.
and The United States Life Insurance Company in the
City of New York
(49) CMA Termination Agreement, dated as of February
19, 2015, among American International Group, Inc.,
AIG Property Casualty Inc., AIU Insurance Company,
American Home Assurance Company, AIG Assurance
Company, AIG Property Casualty Company, AIG
Specialty Insurance Company, Commerce and Industry
Insurance Company, Granite State Insurance Company,
Illinois National Insurance Co., Lexington Insurance
Company, National Union Fire Insurance Company of
Pittsburgh, Pa., New Hampshire Insurance Company
and The Insurance Company of the State of
Pennsylvania
(50) Amended and Restated Unconditional Capital
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Annual Report on Form 10-K for the year ended
December 31, 2012 (File No. 1-8787).
Incorporated by reference to Exhibit 10.1 to American
General Corporation’s Quarterly Report on Form 10-Q
for the quarter ended September 30, 1998 (File No. 17981).
Incorporated by reference to Exhibit 10.73 to AIG’s
Annual Report on Form 10-K for the year ended
December 31, 2012 (File No. 1-8787).
Incorporated by reference to Exhibit 10.74 to AIG’s
Annual Report on Form 10-K for the year ended
December 31, 2012 (File No. 1-8787).
Incorporated by reference to Exhibit 10.6 to AIG’s
Quarterly Report on Form 10-Q for the quarter ended
March 31, 2011 (File No. 1-8787).

Incorporated by reference to Exhibit 10.8 to AIG’s
Quarterly Report on Form 10-Q for the quarter ended
September 30, 2014 (File No. 1-8787).
Incorporated by reference to Exhibit 10.9 to AIG’s
Quarterly Report on Form 10-Q for the quarter ended
September 30, 2014 (File No. 1-8787).

Filed herewith.

Incorporated by reference to Exhibit 10.58 to AIG’s

Maintenance Agreement, dated as of February 18, 2014,
between American International Group, Inc. and AGC
Life Insurance Company
(51) CMA Termination Agreement, dated as of October
31, 2014, between American International Group, Inc.
and The Variable Annuity Life Insurance Company
(52) Unconditional Capital Maintenance Agreement,
dated as of July 1, 2013, between American International
Group, Inc. and United Guaranty Residential Insurance
Company

Annual Report on Form 10-K for the year ended
December 31, 2013 (File No. 1-8787).
Incorporated by reference to Exhibit 10.10 to AIG’s
Quarterly Report on Form 10-Q for the quarter ended
September 30, 2014 (File No. 1-8787).
Incorporated by reference to Exhibit 10.7 to AIG’s
Quarterly Report on Form 10-Q for the quarter ended
June 30, 2013 (File No. 1-8787).

(53) Side Letter, dated as of August 1, 2014, to
Incorporated by reference to Exhibit 10.2 to AIG’s
Unconditional Capital Maintenance Agreement, dated as Quarterly Report on Form 10-Q for the quarter ended
of July 1, 2013, between AIG and United Guaranty
June 30, 2014 (File No. 1-8787).
Residential Insurance Company
(54) AIG 2013 Long-Term Incentive Plan*

11
12

Incorporated by reference to Exhibit 10.4 to AIG’s
Quarterly Report on Form 10-Q for the quarter ended
September 30, 2014 (File No. 1-8787).
(55) Form of 2013 Long-Term Incentive Plan
Incorporated by reference to Exhibit 10.2 to AIG’s
Performance Share Units Award Agreement*
Current Report on Form 8-K filed with the SEC on
March 27, 2013 (File No. 1-8787).
(56) AIG Clawback Policy*
Incorporated by reference to Exhibit 10.3 to AIG’s
Current Report on Form 8-K filed with the SEC on
March 27, 2013 (File No. 1-8787).
(57) AIG 2013 Short-Term Incentive Plan*
Incorporated by reference to Exhibit 10.5 to AIG’s
Quarterly Report on Form 10-Q for the quarter ended
September 30, 2014 (File No. 1-8787).
(58) Form of 2013 Short-Term Incentive Plan Award
Incorporated by reference to Exhibit 10.5 to AIG’s
Letter*
Current Report on Form 8-K filed with the SEC on
March 27, 2013 (File No. 1-8787).
(59) AIG Annual Short-Term Incentive Plan (as
Incorporated by reference to Exhibit 10.6 of AIG’s
amended)*
Quarterly Report on Form 10-Q for the quarter ended
September 30, 2014 (File No. 1-8787).
(60) AIG 2013 Omnibus Incentive Plan*
Incorporated by reference to Appendix B in AIG’s
Definitive Proxy Statement on Schedule 14A, dated
April 4, 2013 (File No. 1-8787).
(61) Description of Non-Management Director
Incorporated by reference to “Compensation of
Compensation*
Directors” in AIG’s Definitive Proxy Statement on
Schedule 14A, dated March 31, 2014 (File No. 18787).
(62) Description of Peter D. Hancock Compensation*
Incorporated by reference to Item 5.02 of AIG’s
Current Report on Form 8-K filed with the SEC on
July 14, 2014 (File No. 1-8787).
(63) AIG 2012 Executive Severance Plan (as amended)* Incorporated by reference to Exhibit 10.3 of AIG’s
Quarterly Report on Form 10-Q for the quarter ended
September 30, 2014 (File No. 1-8787).
(64) AerCap Share Purchase Agreement, dated as of
Incorporated by reference to Exhibit 2.1 to AIG’s
December 16, 2013, by and among AIG Capital
Current Report on Form 8-K filed with the SEC on
Corporation, AIG, AerCap Holdings N.V., and AerCap
December 16, 2013 (File No. 1-8787).
Ireland Limited
(65) Revolving Credit Agreement, dated as of December Incorporated by reference to Exhibit 10.1 to AIG’s
16, 2013 by and among AIG, AerCap Ireland Capital
Current Report on Form 8-K filed with the SEC on
Limited, AerCap Holdings N.V., AerCap Ireland Limited
December 16, 2013 (File No. 1-8787).
and certain subsidiaries of AerCap Holdings N.V., as
guarantors.
Statement re: Computation of Per Share Earnings
Included in Note 19 to Consolidated Financial
Statements.
Computation of Ratios of Earnings to Fixed Charges
Filed herewith.
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21
23
24
31
32
99.02
101

*

Subsidiaries of Registrant
Consent of Independent Registered Public Accounting
Firm
Powers of attorney
Rule 13a-14(a)/15d-14(a) Certifications
Section 1350 Certifications**
Securities Registered pursuant to Section 12(b) of the
Act
Interactive data files pursuant to Rule 405 of
Regulation S-T: (i) the Consolidated Balance Sheets as
of December 31, 2014 and December 31, 2013, (ii) the
Consolidated Statements of Income for the three years
ended December 31, 2014, (iii) the Consolidated
Statements of Equity for the three years ended
December 31, 2014, (iv) the Consolidated Statements of
Cash Flows for the three years ended December 31,
2014, (v) the Consolidated Statements of
Comprehensive Income (Loss) for the three years ended
December 31, 2014 and (vi) the Notes to the
Consolidated Financial Statements.

Filed herewith.
Filed herewith.
Included on signature page and filed herewith.
Filed herewith.
Filed herewith.
Filed herewith.
Filed herewith.

This exhibit is a management contract or a compensatory plan or arrangement.

** This information is furnished and not filed for purposes of Sections 11 and 12 of the Securities Act of 1933 and Section 18 of the Securities Exchange Act
of 1934.
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Summary of Investments — Other than Investments in Related Parties
Schedule I

At December 31, 2014
Cost

(in millions)

Fixed maturities:
U.S. government and government sponsored entities
Obligations of states, municipalities and political subdivisions
Non-U.S. governments
Public utilities
All other corporate debt securities
Mortgage-backed, asset-backed and collateralized
Total fixed maturity securities
Equity securities and mutual funds:
Common stock:
Public utilities
Banks, trust and insurance companies
Industrial, miscellaneous and all other
Total common stock
Preferred stock
Mutual funds
Total equity securities and mutual funds
Mortgage and other loans receivable, net of allowance
Other invested assets
Short-term investments, at cost (approximates fair value)
Derivative assets
Total investments

$

$

*

Fair Value

Amount at
which shown in
the Balance Sheet

8,304 $
26,101
20,282
21,712
113,968
72,652
263,019

8,490 $
27,781
21,097
23,676
121,476
77,051
279,571

8,490
27,781
21,097
23,676
121,476
77,051
279,571

9
1,854
371
2,234
21
724
2,979
24,990
32,615
11,243
1,604
336,450

11
4,128
539
4,678
25
741
5,444
26,606
33,640
11,243
1,604
358,108 $

11
4,128
539
4,678
25
741
5,444
24,990
34,518
11,243
1,604
357,370

$

* Original cost of equity securities and fixed maturities is reduced by other-than-temporary impairment charges, and, as to fixed maturity securities, reduced by
repayments and adjusted for amortization of premiums or accretion of discounts.
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Condensed Financial Information of Registrant
Balance Sheets — Parent Company Only
Schedule II
December 31,
2014

(in millions)

Assets:
Short-term investments
Other investments
Total investments
Cash
*
Loans to subsidiaries
*
Due from affiliates - net
Deferred income taxes
*
Investments in consolidated subsidiaries
Other assets
Total assets
Liabilities:
Intercompany tax payable*
Notes and bonds payable
Junior subordinated debt
MIP notes payable
Series AIGFP matched notes and bonds payable
Loans from subsidiaries*
Other liabilities (includes intercompany derivative liabilities of $275 in 2014 and $249 in 2013)
Total liabilities
AIG Shareholders’ equity:
Common stock
Treasury stock
Additional paid-in capital
Retained earnings
Accumulated other comprehensive income
Total AIG shareholders’ equity
Total liabilities and equity
*

Eliminated in consolidation.

See Accompanying Notes to Condensed Financial Information of Registrant.
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$

$
$

$

6,078
11,415
17,493
26
31,070
3,561
18,309
62,811
1,965
135,235
343
15,821
2,466
2,870
33
951
5,853
28,337

2013
$

$
$

4,766
(19,218)
80,958
29,775
10,617
106,898
135,235 $

11,965
7,561
19,526
30
31,220
765
19,352
66,201
1,489
138,583
1,419
14,312
5,533
7,963
3,031
852
5,003
38,113
4,766
(14,520)
80,899
22,965
6,360
100,470
138,583

Condensed Financial Information of Registrant (Continued)
Statements of Income — Parent Company Only
Schedule II
Years Ended December 31,
(in millions)

Revenues:
Equity in undistributed net income (loss) of consolidated subsidiaries*
Dividend income from consolidated subsidiaries*
Interest income
Change in fair value of ML III
Net realized capital gains
Other income
Expenses:
Interest expense
Net loss on extinguishment of debt
Other expenses
Income from continuing operations before income tax expense (benefit)
Income tax benefit
Net income
Income (loss) from discontinued operations
Net income attributable to AIG Parent Company

$

$

2014

2013

(5,573) $
15,023
305
8
1,345

(2,226) $
9,864
387
169
931

(8,740)
10,710
358
2,287
747
806

1,507
2,248
1,546
5,807
(1,735)
7,542
(13)
7,529 $

1,938
580
1,520
5,087
(4,012)
9,099
(14)
9,085 $

2,257
9
1,602
2,300
(1,137)
3,437
1
3,438

2012

* Eliminated in consolidation.
See Accompanying Notes to Condensed Financial Information of Registrant.

Condensed Financial Information of Registrant (Continued)
Statements of Comprehensive Income — Parent Company
Schedule II
Years Ended December 31,
(in millions)

$

Net income
Other comprehensive income
Total comprehensive income attributable to AIG

$

See accompanying Notes to Condensed Financial Information of Registrant
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2014
7,529 $
4,257
11,786 $

2013
9,085 $
(6,214)
2,871 $

2012
3,438
6,093
9,531

Condensed Financial Information of Registrant (Continued)
Statements of Cash Flows — Parent Company Only
Schedule II
Years Ended December 31,
(in millions)

$

Net cash provided by (used in) operating activities
Cash flows from investing activities:
Sales and maturities of investments
Purchase of investments
Net change in restricted cash
Net change in short-term investments
Contributions to subsidiaries - net
Payments received on mortgages and other loan receivables
Loans to subsidiaries - net
Other, net
Net cash provided by investing activities
Cash flows from financing activities:
Issuance of long-term debt
Repayment of long-term debt
Cash dividends paid
Loans from subsidiaries - net
Purchase of Common Stock
Other, net
Net cash used in financing activities
Change in cash
Cash at beginning of year
Cash at end of year

2014
9,316 $
2,996
(1,051)
(501)
5,792
(148)
40
446
(141)
7,433

3,247
(14,468)
(712)
110
(4,902)
(28)
(16,753)
(4)
30
$
26 $

2013
6,422 $

2012
(825)

1,074
(5,506)
493
2,361
(2,081)
351
3,660
130
482
2,015
(7,439)
(294)
(123)
(597)
(517)
(6,955)
(51)
81
30 $

16,546
(4,406)
(377)
(2,029)
(152)
328
5,126
259
15,295
3,754
(3,238)
(2,032)
(13,000)
(49)
(14,565)
(95)
176
81

Supplementary disclosure of cash flow information:
(in millions)
Cash (paid) received during the period for:
Interest:
$
Third party
Intercompany
Taxes:
Income tax authorities
Intercompany
Intercompany non-cash financing and investing activities:
Capital contributions in the form of bond available for sale securities
Capital contributions to subsidiaries through forgiveness of loans
Other capital contributions - net
Return of capital*
Dividends received in the form of bond available for sale securities
Intercompany loan receivable offset by intercompany payable
Return of capital and dividend received in the form of cancellation of intercompany loan
See Accompanying Notes to Condensed Financial Information of Registrant.
* Includes $4.8 billion return of capital from AIG Capital Corporation related to the sale of ILFC.
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Years Ended December 31,
2014
2013

(1,624) $
5

(1,963)$
(12)

(18)
1,172

(161)
288

2,457
4,836
3,088
-

341
523
-

2012

(2,089)
(133)
(7)
230
4,078
579
3,320
9,303

Notes to Condensed Financial Information of Registrant
American International Group, Inc.’s (the Registrant) investments in consolidated subsidiaries are stated at cost plus equity in
undistributed income of consolidated subsidiaries. The accompanying condensed financial statements of the Registrant should
be read in conjunction with the consolidated financial statements and notes thereto of American International Group, Inc. and
subsidiaries included in the Registrant’s 2014 Annual Report on Form 10-K for the year ended December 31, 2014 (2014
Annual Report on Form 10-K) filed with the Securities and Exchange Commission on February 20, 2015.
The Registrant includes in its Statement of Income dividends from its subsidiaries and equity in undistributed income (loss) of
consolidated subsidiaries, which represents the net income (loss) of each of its wholly-owned subsidiaries.
Certain prior period amounts have been reclassified to conform to the current period presentation.
The five-year debt maturity schedule is incorporated by reference from Note 15 to Consolidated Financial Statements.
The Registrant files a consolidated federal income tax return with certain subsidiaries and acts as an agent for the
consolidated tax group when making payments to the Internal Revenue Service. The Registrant and its subsidiaries have
adopted, pursuant to a written agreement, a method of allocating consolidated Federal income taxes. Amounts allocated to the
subsidiaries under the written agreement are included in Due from affiliates in the accompanying Condensed Balance Sheets.
Income taxes in the accompanying Condensed Balance Sheets are composed of the Registrant’s current and deferred tax
assets, the consolidated group’s current income tax receivable, deferred taxes related to tax attribute carryforwards of AIG’s
U.S. consolidated income tax group and a valuation allowance to reduce the consolidated deferred tax asset to an amount
more likely than not to be realized. See Note 24 to the Consolidated Financial Statements for additional information.
The consolidated U.S. deferred tax asset for net operating loss, capital loss and tax credit carryforwards and valuation
allowance are recorded by the Parent Company, which files the consolidated U.S. Federal income tax return, and are not
allocated to its subsidiaries. Generally, as, and if, the consolidated net operating losses and other tax attribute carryforwards
are utilized, the intercompany tax balance will be settled with the subsidiaries.
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Supplementary Insurance Information
Schedule III
At December 31, 2014 and 2013
Liability
for Unpaid
Losses and
Loss
Deferred

Adjustment

Policy

Expenses,

Acquisition

Future Policy

Unearned

Contract

Costs

Benefits

Premiums

Claims

Segment (in millions)

Policy
and

2014
Non-Life Insurance Companies

$

2,551

Life Insurance Companies

$

7,258

(a)

Corporate and Other

$

21,325

42,004

18
$

77,839
166

9,827

$

2,493

$

$

-

818

(1)

11

120,009

$

21,324

$

82,156

$

21,953

$

829

2013
Non-Life Insurance Companies

$

Life Insurance Companies

6,920

(a)

39,848

23

Corporate and Other

$

9,436

-

196
$

122,200

$

21,953

796
10

$

806

For the years ended December 31, 2014, 2013 and 2012

Premiums

Segment (in millions)

Losses

Amortization

and Loss

of Deferred

and

Net

Expenses

Policy

Other

Net

Policy

Investment

Incurred,

Acquisition

Operating

Premiums

Fees

Income

Benefits

Costs

Expenses

Written

22,408 $

6,393

17,389

9,082

14,149

2,759

7,087

72

604

915

59

6

(b)

2014
Commercial Insurance

$

Consumer Insurance
(a)

Corporate and Other

$

16,985

$

2,512

$

3,794

$

22,044
12,412
-

$

39,869 $

16,079

$

32,049

$

5,330

$

10,887

$

34,456

$

22,209 $

6,653

$

17,415

$

2,418

$

4,049

$

21,928

17,554

9,352

2013
Commercial Insurance
Consumer Insurance
(a)

76

Corporate and Other

14,434

(195)

2,836

1,546

6,826

(97)

12,700

8

-

$

39,839 $

15,810

$

33,395

$

5,157

$

10,883

$

34,628

$

22,123 $

6,163

$

19,441

$

2,692

$

3,938

$

21,206

18,140

9,262

15,465

2,850

6,695

118

4,918

1,470

167

6

40,381 $

20,343

2012
Commercial Insurance
Consumer Insurance
(a)

Corporate and Other

$

$

36,376

$

5,709

$

(a) Includes consolidation and elimination entries.
(b) Balances reflect the segment changes discussed in Note 3 – Segment Information to the Consolidated Financial Statements.
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10,639

13,302
$

34,508

Reinsurance
Schedule IV
At December 31, 2014, 2013 and 2012 and for the years then ended

Gross
Amount

(in millions)

2014
Long-duration insurance in force
Premiums:
Non-Life Insurance Companies
Life Insurance Companies
Run-off insurance lines
Total
2013
Long-duration insurance in force
Premiums:
Non-Life Insurance Companies
Life Insurance Companies
Run-off insurance lines
Total
2012
Long-duration insurance in force
Premiums:
Non-Life Insurance Companies
Life Insurance Companies
Run-off insurance lines
Total

Ceded to
Other
Companies

Assumed
from Other
Companies

Net Amount

Percent of
Amount
Assumed
to Net

$

1,033,281

$

180,178

$

410

$

853,513

- %

$

$

$

3,399
20
3,419

$

$

8,318
661
8,979

$

$

39,375
4,039
11
43,425

$

34,456
3,398
11
37,865

9.9 %
0.6
9.0 %

$

946,743

$

122,012

$

427

$

825,158

0.1 %

$

$

$

4,306
13
4,319

$

$

9,514
620
10,134

$

$

39,833
4,142
9
43,984

$

34,625
3,535
9
38,169

12.4 %
0.4
11.3 %

$

947,951

$

129,159

$

458

$

819,250

0.1 %

$

40,647
3,946
11
44,604

$

11,054
581
11,635

$

4,900
17
4,917

$

34,493
3,382
11
37,886

14.2 %
0.5
13.0 %

$

$

347

$

$

Valuation and Qualifying Accounts
Schedule V
For the years ended December 31, 2014, 2013 and 2012
Additions

(in millions)

Balance,

Charged to

Activity of

Beginning

Costs and

Discontinued

Divested

Other

Balance,

of year

Expenses

Operations

Businesses

Changes*

End of year

Charge Offs

2014
Allowance for mortgage and
312 $

(8) $

(68) $

- $

1 $

insurances balances receivable

560

35

(99)

-

-

(65)

431

Allowance for reinsurance assets

276

4

(3)

-

-

(19)

258

-

-

-

(1,676)

1,739

other loans receivable

$

34 $

271

Allowance for premiums and

Federal and foreign valuation
3,596

allowance for deferred tax assets

(181)

2013
Allowance for mortgage and
other loans receivable

$

405 $

20 $

(116) $

- $

(6) $

9 $

312

Allowance for premiums and
insurances balances receivable

624

14

(74)

-

-

(4)

560

Allowance for reinsurance assets

338

(42)

(31)

-

-

11

276

8,036

(3,165)

Federal and foreign valuation
allowance for deferred tax assets

-

(40)

-

(1,235)

3,596

2012
Allowance for mortgage and
other loans receivable

$

740 $

(103) $

(44) $

(205) $

- $

17 $

405

Allowance for premiums and
insurances balances receivable

484

Allowance for reinsurance assets

364

174
(4)

11,047

(1,907)

(36)

-

-

2

624

(1)

-

-

(21)

338

-

-

-

(1,104)

8,036

Federal and foreign valuation
allowance for deferred tax assets
*

Includes recoveries of amounts previously charged off and reclassifications to/from other accounts.
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COMPUTATION OF RATIOS OF EARNINGS TO FIXED CHARGES
Exhibit 12
Years Ended December 31,
2014

2013

2012

2011

9,106 $
2,911
12,017 $

7,942 $
4,279
12,221 $

433 $
4,717
5,150 $

(2,836) $
4,644
1,808 $

19,666
8,811
28,477

$

2,034 $
157
720
2,911 $

3,292 $
138
849
4,279 $

3,605 $
148
964
4,717 $

3,576 $
161
907
4,644 $

7,613
196
1,002
8,811

$

2,911 $

4,279 $

4,717 $

4,644 $

8,811

$

2,191 $

3,430 $

3,753 $

3,737 $

7,809

(in millions, except ratios)

Earnings:
Pre-tax income (loss)(a):
Add — Fixed charges
Adjusted Pre-tax income (loss)
Fixed charges:
Interest expense
Portion of rent expense representing interest
Interest credited to policy and contract holders
Total fixed charges
Total fixed charges and preferred stock dividend
requirements
Total fixed charges, excluding interest credited to
policy and contract holders
Ratio of earnings to fixed charges:
Ratio
Coverage deficiency
Ratio of earnings to fixed charges and preferred
stock dividends:
Ratio
Coverage deficiency
Ratio of earnings to fixed charges, excluding interest
credited to policy and contract holders(b):
Coverage deficiency

$
$
$

2010

4.13
n/a

2.86
n/a

1.09
n/a $

n/a
(2,836) $

3.23
n/a

4.13
n/a

2.86
n/a

1.09
n/a $

n/a
(2,836) $

3.23
n/a

5.48
n/a

3.56
n/a

1.37
n/a $

n/a
(1,929)

3.65
n/a

(a) From continuing operations, excluding undistributed earnings (loss) from equity method investments and capitalized interest.
(b) The Ratio of earnings to fixed charges excluding interest credited to policy and contract holders removes interest credited to guaranteed investment contract
(GIC) policyholders and guaranteed investment agreement (GIA) contract holders. Such interest expenses are also removed from earnings used in this
calculation. GICs and GIAs are entered into by AIG’s subsidiaries. The proceeds from GICs and GIAs are invested in a diversified portfolio of securities, primarily
investment grade bonds. The assets acquired yield rates greater than the rates on the related policyholders obligation or contract, with the intent of earning a
profit from the spread.
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American International Group, Inc., and Subsidiaries

Exhibit 21
Significant Subsidiaries

As of December 31, 2014

Jurisdiction of
Incorporation or
Organization

American International Group, Inc.

Delaware

Percentage
of Voting
Securities
held by
Immediate
Parent

(2)

AIG Capital Corporation

Delaware

100

AIG Credit Corp.

Delaware

100

AIG Global Asset Management Holdings Corp.

Delaware

100

AIG Asset Management (Europe) Limited

England

100

AIG Asset Management (U.S.), LLC

Delaware

100

AIG Global Real Estate Investment Corp.

Delaware

100

Mt. Mansfield Company, Inc.
AIG Federal Savings Bank
AIG Financial Products Corp.

Vermont

100

The United States

100

Delaware

100

AIG-FP Matched Funding Corp.

Delaware

100

AIG Management France S.A.

France

AIG Matched Funding Corp.
AIG Funding, Inc.
AIG Global Services, Inc.

89.999986

Delaware

100

Delaware

100

New Hampshire

100

New York

100

AIG Life Insurance Company (Switzerland) Ltd.
AIG Markets, Inc.

Switzerland

100

Delaware

100

AIG Trading Group Inc.

Delaware

100

AIG Shared Services Corporation

AIG International Inc.
AIUH LLC
AIG Property Casualty Inc.
AIG Claims, Inc.
Health Direct, Inc.
AIG PC Global Services, Inc.
AIG North America, Inc.

Delaware

100

Delaware

100

Delaware

100

Delaware

100

Delaware

100

Delaware

100

New York

100

AIG Property Casualty International, LLC

Delaware

100

AIG APAC HOLDINGS PTE. LTD.

Singapore

100

Singapore

100

AIG Asia Pacific Insurance Pte. Ltd.
AIG Australia Limited

Australia

100

AIG Insurance Hong Kong Limited

Hong Kong

100

AIG Insurance New Zealand Limited

New Zealand

100

AIG Malaysia Insurance Berhad

Malaysia

100

AIG Philippines Insurance, Inc.

Philippines

100

AIG Taiwan Insurance Co., Ltd.

Taiwan

100

AIG Vietnam Insurance Company Limited

Vietnam

PT AIG Insurance Indonesia

Indonesia

Thai CIT Holding Co., Ltd

Thailand

49

Thailand

51

Delaware

100

AIG Insurance (Thailand) Public Company Limited
AIG Central Europe & CIS Insurance Holdings Corporation
UBB-AIG Insurance Company AD

Bulgaria

AIG Egypt Insurance Company S.A.E.

Egypt

AIG Europe Holdings Limited

(4)

(5)

40
95.08

England

100

United Kingdom

100

AIG Europe Limited

England

100

Germany

100
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(3)

100
61.21

Ageas Protect Limited
AIG Germany Holding GmbH

(1)

(6)

Jurisdiction of
Incorporation or
Organization

As of December 31, 2014

Percentage
of Voting
Securities
held by
Immediate
Parent

AIG Investments UK Limited

England

AIG Israel Insurance Company Limited

Israel

100

Japan

100

American Home Assurance Co., Ltd.

Japan

100

AIU Insurance Company, Ltd.

Japan

100

The Fuji Fire and Marine Insurance Company, Limited

Japan

100

AIG Japan Holdings Kabushiki Kaisha

AIG Fuji Life Insurance Company, Limited
AIG MEA Holdings Limited
AIG CIS Investments, LLC
AIG Insurance Company, CJSC

100

Japan

100

United Arab Emirates

100

Russian Federation

100

Russian Federation

100

AIG Insurance Limited

Sri Lanka

100

AIG Sigorta A.S.

Turkey

100

Johannesburg Insurance Holdings (Proprietary) Limited

South Africa

100

AIG Life South Africa Limited

South Africa

100

AIG South Africa Limited

South Africa

100

Ukraine

100

Private Joint-Stock Company AIG Ukraine Insurance Company
AIG PC European Insurance Investments Inc.
Ascot Corporate Name Limited
AIU Insurance Company
AIG Insurance Company China Limited
American International Overseas Limited

Delaware

100

England

100

New York

100

China

100

Bermuda

100

AIG Chile Compania de Seguros Generales S.A.

Chile

100

AIG Cyprus Limited

Cyprus

AIG Seguros, El Salvador, Sociedad Anonima

El Salvador

99.99

El Salvador

99.9986

AIG Vida, Sociedad Anonima, Seguros de Personas

100

CHARTIS Takaful-Enaya B.S.C. (c)

Bahrain

La Meridional Compania Argentina de Seguros S.A.

Argentina

95.43

American International Reinsurance Company, Ltd.

Bermuda

100

Chartis Latin America Investments, LLC

Delaware

100

Delaware

100

AIG Brazil Holding I, LLC
AIG Seguros Brasil S.A.

Brazil

99.01

Puerto Rico

100

AIG Latin America I.I.

Puerto Rico

100

AIG Seguros Colombia S.A.

Colombia

94

AIG Seguros Guatemala, S.A.

Guatemala

100

AIG Seguros Mexico, S.A. de C.V.

Mexico

100

AIG Seguros Uruguay S.A.

Uruguay

100

AIG Uganda Limited

Uganda

100

American International Underwriters del Ecuador S.A.

Ecuador

100

Ecuador

32.058971

Inversiones Segucasai, C.A.
C.A. de Seguros American International
Underwriters Adjustment Company, Inc. (Panama)
AIG MEA Investments and Services, Inc.

Venezuela

100

Venezuela

93.719374

Panama

100

Delaware

100

AIG Lebanon SAL

Lebanon

100

AIG MEA Limited

United Arab Emirates

100

AIG Kenya Insurance Company Limited

Kenya

66.666667

CHARTIS Investment Holdings (Private) Limited

Sri Lanka

100

Chartis Kazakhstan Insurance Company Joint Stock Company

Kazakhstan

100

AIG Travel, Inc.

Delaware

100

Delaware

100

AIG Travel Asia Pacific Pte. Ltd.

Singapore

100

AIG Travel EMEA Limited

England

100

AIG Travel Assist, Inc.
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(7)

100

AIG Insurance Company-Puerto Rico

AIG-Metropolitana Cia de Seguros y Reaseguros S.A.

(1)

(8)

(9)

(10)

(11)

Jurisdiction of
Incorporation or
Organization

As of December 31, 2014
Travel Guard Americas LLC

Wisconsin

Percentage
of Voting
Securities
held by
Immediate
Parent
100

AIG Travel Insurance Agency, Inc.

Texas

100

Livetravel, Inc.
Travel Guard Group Canada, Inc./Groupe Garde Voyage du Canada,
Inc.

Wisconsin

100

Canada

100

Travel Guard Group, Inc.

Wisconsin

100

WINGS International SAS

France

100

AIG Property Casualty U.S., Inc.
AIG Aerospace Insurance Services, Inc.

Delaware

100

Georgia

100

AIG Assurance Company

Pennsylvania

100

AIG Canada Holdings Inc.

Canada

100

AIG Insurance Company of Canada

Canada

100

AIG Property Casualty Insurance Agency, Inc.

New Jersey

100

AIG Property Casualty Company

Pennsylvania

100

AIG Specialty Insurance Company

Illinois

100

American Home Assurance Company

New York

100

Commerce and Industry Insurance Company

New York

100

Eaglestone Reinsurance Company

Pennsylvania

100

Granite State Insurance Company

Illinois

100

Illinois National Insurance Co.

Illinois

100

Lexington Insurance Company

Delaware

100

Chartis Excess Limited
Morefar Marketing, Inc.
National Union Fire Insurance Company of Pittsburgh, Pa.

(1)

Ireland

100

Delaware

100

Pennsylvania

100

American International Overseas Association

Bermuda

78

(12)

American International Realty Corp.

Delaware

53.11

(13)

National Union Fire Insurance Company of Vermont

Vermont

Pine Street Real Estate Holdings Corp.

New Hampshire

New Hampshire Insurance Company
New Hampshire Insurance Services, Inc.
Risk Specialists Companies, Inc.
Risk Specialists Companies Insurance Agency, Inc.
Agency Management Corporation
The Gulf Agency, Inc.
Design Professionals Association Risk Purchasing Group, Inc.
The Insurance Company of the State of Pennsylvania

100
53.12

Illinois

100

New Hampshire

100

Delaware

100

Massachusetts

100

Louisiana

100

Alabama

100

Illinois

100

Pennsylvania

100

AM Holdings LLC

Delaware

100

American Security Life Insurance Company Limited

Liechtenstein

100

Chartis Azerbaijan Insurance Company Open Joint Stock Company

Azerbaijan

100

Maiden Lane III LLC

Delaware

100

MG Reinsurance Limited

Vermont

100

SAFG Retirement Services, Inc.

Delaware

100

AIG Life Holdings, Inc.
AGC Life Insurance Company

Texas

100

Missouri

100

AIG Life of Bermuda, Ltd.

Bermuda

100

American General Life Insurance Company

Texas

100

AIG Advisor Group, Inc.
Financial Service Corporation

Maryland

100

Georgia

100

FSC Securities Corporation

Delaware

100

Royal Alliance Associates, Inc.

Delaware

100

SagePoint Financial, Inc.

Delaware

100

Woodbury Financial Services, Inc.

Minnesota

100

Delaware

100

SunAmerica Asset Management, LLC
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(14)

Jurisdiction of
Incorporation or
Organization

As of December 31, 2014

Percentage
of Voting
Securities
held by
Immediate
Parent

The United States Life Insurance Company in the City of New York

New York

100

The Variable Annuity Life Insurance Company

Texas

100

Valic Retirement Services Company
SunAmerica Life Reinsurance Company
United Guaranty Corporation

Texas

100

Missouri

100

North Carolina

100

AIG United Guaranty Agenzia di Assicurazione S.R.L.

Italy

100

AIG United Guaranty Insurance (Asia) Limited

Hong Kong

AIG United Guaranty Mexico, S.A.

Mexico

99.999999

AIG United Guaranty Re Limited

Ireland

100

United Guaranty Insurance Company

North Carolina

100

United Guaranty Mortgage Insurance Company

North Carolina

100

United Guaranty Mortgage Insurance Company of North Carolina

North Carolina

100

United Guaranty Partners Insurance Company

Vermont

United Guaranty Residential Insurance Company

North Carolina

100

North Carolina

100

United Guaranty Credit Insurance Company

North Carolina

100

North Carolina

100

United Guaranty Residential Insurance Company of North Carolina

North Carolina

100

United Guaranty Services, Inc.

North Carolina

100

(1)

Percentages include directors' qualifying shares.

(2)

(4)

Substantially all subsidiaries listed are consolidated in the accompanying financial statements. Certain subsidiaries have been omitted from
the tabulation. The omitted subsidiaries, when considered in the aggregate, do not constitute a significant subsidiary.
Also owned 10 percent by AIG Matched Funding Corp., 0.0000047 percent by AIG-FP Capital Preservation Corp., 0.000002 percent by AIGFP Pinestead Holdings Corp., and 0.000002 percent by AIG-FP Matched Funding Corp.
Also owned 38.79 percent by PT Tiara Citra Cemerlang.

(5)

Also owned 48.987 percent by AIG Asia Pacific Insurance Pte. Ltd.

(6)

Entity acquired December 31, 2014. Name changed to AIG Life Limited on January 1, 2015.

(7)

Also owned 0.01 percent by Chartis Latin America Investments, LLC.

(8)

Also owned 4.57 percent by AIG Global Management Company Ltd.

(9)

Also owned 0.99 percent by AIG Brazil Holding II, LLC.

(10)
(11)

Also owned 3.70 percent by AIG Insurance Company-Puerto Rico, 0.8 percent by AIG Property Casualty International, LLC, 0.8 percent by
Chartis Foreign Subsidiary Holdings, LLC, and 0.7 percent by AIG Insurance Agency Inc. - Puerto Rico
Also owned 19.72 percent by Chartis Latin America Investments, LLC.

(12)

Also owned 12 percent by New Hampshire Insurance Company and 10 percent by American Home Assurance Company.

(13)

(15)

Also owned 31.47 percent by American Home Assurance Company, 5.75 percent by AIU Insurance Company, 5.05 percent by
Commerce and Industry Insurance Company, 1.67 percent by Lexington Insurance Company, 1.62 percent
by AIG Property Casualty Company, 0.73 percent by Illinois National Insurance Company, and 0.6
percent by Granite State Insurance Company.
Also owned 31.47 percent by American Home Assurance Company, 5.75 percent by AIU Insurance Company, 5.05 percent by
Commerce and Industry Insurance Company, 1.67 percent by Lexington Insurance Company, 1.61 percent by AIG Property Casualty
Company, 0.73 percent by Illinois National Insurance Company, and 0.6 percent by Granite State Insurance Company.
Also owned 0.000001 percent by United Guaranty Services, Inc.

(16)

Also owned 24.97 percent by United Guaranty Residential Insurance Company of North Carolina.

(3)

(14)
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(15)

100
75.034599

United Guaranty Commercial Insurance Company of North Carolina
United Guaranty Mortgage Indemnity Company

(1)

(16)

Exhibit 23

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
We hereby consent to the incorporation by reference in the Registration Statements on Form S-8 (No. 2-45346, No. 2-75875,
No. 2-78291, No. 2-91945, No. 33-18073, No. 33-57250, No. 333-48639, No. 333-58095, No. 333-70069, No. 333-83813,
No. 333-31346, No. 333-39976, No. 333-45828, No. 333-50198, No. 333-52938, No. 333-68640, No. 333-101640, No. 333101967, No. 333-108466, No. 333-111737, No. 333-115911, No. 333-148148, No. 333-168679 and 333-188634) and Form S-3
(No. 333-182469, No. 333-160645, No. 333-74187, No. 333-106040, No. 333-132561, No. 333-150865 and No. 333-143992)
of American International Group, Inc. of our report dated February 20, 2015 relating to the financial statements, financial
statement schedules and the effectiveness of internal control over financial reporting, which appears in this Annual Report on
Form 10-K.
/s/ PricewaterhouseCoopers LLP
New York, New York
February 20, 2015
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Exhibit 31

CERTIFICATIONS
I, Peter D. Hancock, certify that:
1. I have reviewed this Annual Report on Form 10-K of American International Group, Inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is
made known to us by others within those entities, particularly during the period in which this report is being prepared;
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report based on such evaluation; and
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial
information; and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.
Date: February 20, 2015
/s/ PETER D. HANCOCK
Peter D. Hancock
President and Chief Executive Officer
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CERTIFICATIONS
I, David L. Herzog, certify that:
1. I have reviewed this Annual Report on Form 10-K of American International Group, Inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the registrant as of, and for, the periods
presented in this report;
4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as
defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed
under our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is
made known to us by others within those entities, particularly during the period in which this report is being prepared;
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external purposes in accordance with generally accepted accounting principles;
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this
report based on such evaluation; and
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and
5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons
performing the equivalent functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial
information; and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’s internal control over financial reporting.
Date: February 20, 2015

/s/ DAVID L. HERZOG
David L. Herzog
Executive Vice President
and Chief Financial Officer
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Exhibit 32

CERTIFICATION
In connection with this Annual Report on Form 10-K of American International Group, Inc. (the “Company”) for the year ended
December 31, 2014, as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, Peter D.
Hancock, President and Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, that to my
knowledge:
(1) The Report fully complies with the requirements of Section 13(a) or 15(d), as applicable, of the Securities Exchange Act of
1934; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.
Date: February 20, 2015

/s/ PETER D. HANCOCK
Peter D. Hancock
President and Chief Executive Officer

The foregoing certification is being furnished solely pursuant to 18 U.S.C. Section 1350 and is not being filed as part of the
Report or as a separate disclosure document.
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CERTIFICATION
In connection with this Annual Report on Form 10-K of American International Group, Inc. (the “Company”) for the year ended
December 31, 2014, as filed with the Securities and Exchange Commission on the date hereof (the “Report”), I, David L.
Herzog, Executive Vice President and Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. Section 1350, that
to my knowledge:
(1) The Report fully complies with the requirements of Section 13(a) or 15(d), as applicable, of the Securities Exchange Act of
1934; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.
Date: February 20, 2015

/s/ DAVID L. HERZOG
David L. Herzog
Executive Vice President and Chief Financial Officer

The foregoing certification is being furnished solely pursuant to 18 U.S.C. Section 1350 and is not being filed as part of the
Report or as a separate disclosure document.
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Exhibit 99.02

SECURITIES REGISTERED PURSUANT TO SECTION 12(b) OF THE ACT:
Title of Each Class

Name of Each Exchange on Which Registered

Common Stock, Par Value $2.50 Per Share

New York Stock Exchange

Warrants (expiring January 19, 2021)

New York Stock Exchange

5.75% Series A-2 Junior Subordinated Debentures

New York Stock Exchange

4.875% Series A-3 Junior Subordinated Debentures

New York Stock Exchange

Stock Purchase Rights

New York Stock Exchange
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外国会社報告書（開示府令第八号様式に代えて提出するもの）の補足書類（１）
外国会社報告書に記載されている事項のうち、公益又は投資者保護のために必要かつ適当なもの
として内閣府令で定めるもの（開示府令第17条の３第２項）の要約の日本語による翻訳文
(注)１

本書において、別段の記載がある場合を除き、「当社」または「AIG」とはアメリカン・インターナシ
ョナル・グループ・インクを指すが、文脈によってはアメリカン・インターナショナル・グループ・イ
ンクとその連結子会社を指すこともある。
２ 別段の記載がある場合を除き、本書に記載の「ドル」は米ドルを指す。
３ 本書中の表で計数が四捨五入されている場合、合計は計数の総和と必ずしも一致しない。
４ 本書は、2015年２月20日に米国証券取引委員会に提出された様式10-Kの記載に基づくものである。した
がって、本書における将来の見通しおよび予測などに関する記述は、2015年２月20日以降本書提出日ま
でに生じた事象は考慮されていない点に留意されたい。

第一部【「第一部 企業情報」の「第２

企業の概況」の「１

主要な経営指標等の推移」】

下表は、最近５事業年度中の主要な経営指標等の推移を示したものである(1)。
(連結ベース)
12月31日に終了する事業年度

2014年

2013年

2012年

2011年

2010年

総収入(百万ドル)

64,406

68,874 (8)

71,214 (8)

65,150 (8)

78,326 (8)

法人所得税費用（利益）考慮前、継
続事業からの利益(損失)(百万ドル)

10,501

9,368

2,891

(901)

19,666

AIGに帰属する純利益(損失)(百万ド
ル)

7,529

9,085

3,438

20,622

10,058

普通株式(百万ドル)

4,766

4,766

4,766

4,766

368

発行済普通株式総数

1,906,671,492

1,906,645,689

1,906,611,680

1,906,568,099

147,124,067

総資産(百万ドル)

515,581

541,329

548,633

553,054

675,573

総資本(2)(百万ドル)

106,898

100,470

98,002

101,538

78,856

普通株式１株当たり期末現在の総資
本(3)(ドル)

77.69

68.62

66.38

53.53

561.40

普通株式１株当たりのAIGに帰属す
る純利益(損失)（基本）(ドル)

5.27

6.16

2.04

11.01

14.98

普通株式１株当たりのAIGに帰属す
る純利益(損失)（希薄化後）(ドル)

5.20

6.13

2.04

11.01

14.98

普通株式１株当たりにつき宣言され
た配当金(ドル)

0.50

0.20

-

-

-

-

-

-

第１四半期 0.125

第１四半期

-

第２四半期 0.125

第２四半期

-

第３四半期 0.125

第３四半期 0.10

第４四半期 0.125

第４四半期 0.10

普通株式１株当たりにつき支払われ
た配当金（ドル）

0.50

0.20

-

-

-

配当性向(4)(%)

9.49

3.25

-

-

-

20.73

18.56

17.86

18.36

11.67

(内普通株式１株当たり四半期
配当金)(ドル)

普通株主持分比率(5)(%)

1

自己資本利益率(6)(%)
株価収益率(7)(%)
現金の期末残高
(百万ドル)
従業員数（千人）

7.04

9.04

3.51

20.31

12.75

1,062.81

828.73

1,730.39

210.72

384.65

1,758

2,241

1,151

1,474

1,558

65

64

63

57

63

(1) 本項の記載は、外国会社報告書に記載のある事項および記載のない事項を併せて作成している。
(2) 総資産から総負債、償還可能非支配持分総額および償還不能非支配持分総額を減じた数値（AIG総資本に相
当）。
(3) 総資本を発行済普通株式総数で除した数値。
本計算を行う上で使用した各年度の発行済普通株式総数は、以下のとおりである。
各年度の計算の基準日

(4)
(5)
(6)
(7)

発行済株式総数

自己株式

発行済普通株式総数

2010年12月31日

147,124,067

6,660,908

140,463,159

2011年12月31日

1,906,568,099

9,746,617

1,896,821,482

2012年12月31日

1,906,611,680

430,289,745

1,476,321,935

2013年12月31日

1,906,645,689

442,582,366

1,464,063,323

2014年12月31日

1,906,671,492

530,744,521

1,375,926,971

普通株式１株当たりにつき支払われた配当金を普通株式１株当たり純利益（基本）で除した数値。
総資本を総資産で除した数値。
AIGに帰属する純利益を総資本で除した数値。
期末現在の株価を普通株式１株当たり純利益（基本）で除した数値。
本計算を行う上で使用した各期末現在の株価は、以下のとおりである。
各年度末現在のニューヨーク証券取引所における
年度
当社株価の終値
2010

57.62ドル(2010年12月31日)

2011

23.20ドル(2011年12月30日)

2012

35.30ドル(2012年12月31日)

2013

51.05ドル(2013年12月31日)

2014

56.01ドル(2014年12月31日)

(8) 当期の表示に合わせるため、過去の期間に係る一部組換が行われている。
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第二部【「第一部 企業情報」の「第２

企業の概況」の「３

事業の内容」】

(1) 会社の目的
当社の修正再表示基本定款に規定されている当社の事業の内容または目的は、保険代理店、保険
ブローカーおよび損害調査業務を含むがこれらに限定されることなく、デラウェア州一般会社法
に基づき設立された会社がなしうるあらゆる合法的な事業および活動を行うことである。
(2) 事業の内容
アメリカン・インターナショナル・グループ・インク（「AIG」）は、グローバルかつトップクラ
スの保険組織である。1919年に設立後、今日にいたるまで、AIGは、100以上の国および地域の顧
客に幅広い損害保険、生命保険、リタイヤメント商品、モーゲージ保証保険およびその他の金融
商品を提供している。AIGの提供する商品およびサービスには、企業および個人向けに、資産保護、
リスク管理および退職後の生活保障を支援する多様な商品およびサービスが含まれる。AIG普通株
式は、ニューヨーク証券取引所および東京証券取引所に上場している。
AIGの主な強みには次が含まれる。
－各保険分野のリーダーであり、業績を伸ばし続けているワールドクラスの保険フランチャイズ
－殆どの国際市場に存在感のある多様なビジネス・ミックス
－高度化されたリスク管理に支えられた、保険会社としての世界最大規模の株主資本 を有する
AIGの資本の効果的な活用
－収益性を高め、運用資産を育てるための、付加価値の高い事業を育成することに焦点を当てる
などの戦略的目標の実行
－フォーチュン・グローバル500に入る企業の89%にサービスを提供するという、顧客の幅広さ
－当社の中核保険事業の2013年度の税引前営業利益に対する2014年度の税引前営業利益の増加に
見られる収益性の改善

入手しえた特定の外国保険会社の最新の情報である2014年６月30日現在の情報に基づく。
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AIGのグローバル保険事業
業務運営
2014年９月1日に、当社が従前開示した引継案どおり、ピーター・D・ハンコック氏がAIGのプレジ
デント兼最高経営責任者に就任し、AIGの取締役会に加わった。前プレジデント兼最高経営責任者
のロバート・H・ベンモシェ氏は、取締役を退任し、現在はAIGの顧問を務めている。
この人事異動を経て、ハンコック氏は、会社をまとめ、AIGが、世界中の約90百万件の顧客に対し
て一つのAIGとして全力を注ぐことを可能にするために、新たなリーダーシップを司るチームと体
制の構築を発表した。当社は、顧客に最高の価値を提供することを追求することにより、当社の
営業および財務成績を向上させ、持続可能で利益を生み出す成長をもたらすことができると信じ
ている。当社の戦略は、当社の保険事業の価値および競争上の地位を高め、高いレベルの流動性
と資金を維持しながら、リスクが調整された魅力的なリターンが得られる対象に当社の資本を投
資することに注力することである。
2014年第４四半期中、当社は、新たな事業体制を反映するために、業績の発表方法を変更した。
新たな事業体制において、企業向け保険および消費者向け保険部門ならびにコーポレートおよび
その他の部門の、２つの報告部門が加わった。企業向け保険は、損害保険、モーゲージ保証保険
および機関向け市場の３つの事業部門から構成される。消費者向け保険部門も、リタイヤメント、
生命保険および個人保険の３つの部門から構成されている。コーポレートおよびその他の部門は、
当社の報告部門に割り当てられていない事業および項目から構成されている。2014年第４四半期
以前は、AIGは、AIG損害保険ならびにAIG生命保険およびリタイヤメントの２つの部門を通じて業
績を報告していた。
投資顧問業、企業リスク管理、流動性管理および資金管理サービス等の当社の特定の資産運用業
務ならびにバランス・シート報告は、法人単位で実施されている。当社は、保険関連法人を非生
命保険会社と生命保険会社の２つのカテゴリに分類している。
非生命保険会社には、ナショナル・ユニオン・ファイアー・インシュアランス・カンパニー・オ
ブ・ピッツバーグ・ピー・エー（「ナショナル・ユニオン」）、アメリカン・ホーム・アシュア
ランス・カンパニー（「アメリカン・ホーム」）、レキシントン・インシュアランス・カンパニ
ー（「レキシントン」）、富士火災海上保険株式会社（「富士火災」）、アメリカンホーム医
療・損害保険株式会社（「アメリカンホーム・ジャパン」）、エイアイジー・アジア・パシフィ
ック・インシュアランス・プライベート・リミテッド、エイアイジー・ヨーロッパ・リミテッド
およびユナ イテッド・ギャランティ ー・レジデンシャル・イ ンシュアランス・カンパ ニー
（「UGRIC」）の主な損害保険およびモーゲージ保証保険会社が含まれる。
生命保険会社には、アメリカン・ジェネラル・ライフ・インシュアランス・カンパニー（「アメ
リカン・ジェネラル」）、ザ・バリアブル・アニュイティー・ライフ・インシュアランス・カン
パニー（「VALIC」）、ザ・ユナイテッド・ステーツ・ライフ・インシュアランス・カンパニー・
イン・ザ・シティー・オブ・ニューヨーク（「U.S.ライフ」）およびAIG富士生命保険株式会社
（「富士生命」）の主な保険事業会社が含まれる。

4

2013年および2014年の重要な成果
重点を置いた事項

実行した措置

結果

・保険業の税引前営業利益を改善した(a)

中核事業の
発展

2013 年に 95 億ドル
・正味収入保険料を伸ばした（外国為替
の影響を除く。）
・損害保険
・個人向け保険
・保険料および預かり資産を伸ばした
・基準スプレッドの改善：
・定額年金商品ラインの基準スプレッ
ド
・団体リタイヤメント商品ラインの基
準スプレッド

非中核
資産の
売却

流動性
および
資本基盤の
強化

積極的な資
本の管理

2014 年に 100 億ドル

2014 年に 1.0％
2014 年に 2.0％
2014 年に 10.3％
2014 年に 2.29％
2013 年に 2.27％
2014 年に 2.00％
2013 年に 1.97％

・モーゲージ保証保険の新規で報告され
た返済滞納件数の減少

2014 年末に 47,000 件

・アジアス・グループからアジアス・プ
ロテクト・リミテッドを買収した
・中国人民財産保険股份有限公司（PICC
P&C）のライツ・オファリングに参加し
た
・生命保険事業のキャピタル・ロス繰越
控除を活用した
・インターナショナル・リース・ファイ
ナ ン ス ・ コ ー ポ レ ー シ ョ ン
（「ILFC」）のエアキャップ・ホール
ディングス・エヌヴィーの完全子会社
であるエアキャップ・アイルランド・
リミテッド（「エアキャップ」）への
売却を完了した
・保険子会社からの現金および満期固定
証券の形式にて、配当金および貸付金
の返済を受けた
・１株当たりの帳簿価額が増加した（そ
の他の包括利益（損失）累計額
（「AOCI」）を除く。）(a)
・負債残高が減少した。

2014 年に 308 百万ドル

・AIG 普通株式を買い戻した

事業ポート
フォリオの
集約

2013 年末に 56,000 件

2014 年に 119 百万ドル
2013 年に 93 百万ドル
累積活用は 98％
2014 年に 76 億ドル(b)

2014 年に 94 億ドル
2013 年に 87 億ドル

財務的
柔軟性
の増加

2014 年に 69.98 ドル
2013 年に 64.28 ドル
2014 年末に 312 億ドル
2013 年末に 417 億ドル
2014 年に 49 億ドル
2013 年に 597 百万ドル

・株主に現金配当を行った

2014 年に 712 百万ドル
2013 年に 294 百万ドル

(a) 法人向け保険および個人向け保険の税引前営業利益からなる。税引前営業利益および 1 株当たり帳
簿価格（AOCI を除く）は、「非 GAAP 財務測定値」である。
(b) 対価の総額は約 76 億ドルであり、この対価には、現金 24 億ドルおよび新たに発行されたエアキャ
ップ普通株式 97.6 百万ドルが含まれている。これは、ILFC のエアキャップへの売却が完了した日で
ある 2014 年 5 月 13 日現在のエアキャップの 1 株当たり終値 47.01 ドルに一部基づく。

当社がどのように収入を伸ばし、収益性を高めるのか
当社の主な収入源は、保険料、ユニバーサル生命保険の保険証券および投資商品の発行手数料、
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投資利益ならびに助言報酬である。
当社の事業費用の項目は、保険契約者に支払う保険給付金および発生した保険金請求による損失、
保険契約者に支払う利息、当社の商品を販売し、サービスを提供する上で発生する手数料および
その他のコスト、ならびに事業を営む上で発生する一般的な経費である。
当社の収益性は、商品を適切に値付けし、保険および年金商品にかかるリスクを管理し、当社の
ポートフォリオを効果的に管理し、費用管理を通じたコスト管理を行う能力にかかっている。

当社の保険事業投資活動
非生命保険会社および生命保険会社は、一般的に保険
料および預かり資産を保険金請求または給付金の支払
いよりかなり前倒しに受け取っている。その間におい
て、当社は、かかる保険料および預かり資産を、保険
金請求または給付金の支払いに投資資産と併せて利用
できる正味投資利益を生み出すために投資している。
その結果、当社は、収入の大部分を、保険事業の投資
活動から生み出している。

当社は、保険事業における収入
の大部分を、投資活動から生み
出している。

当社は世界各国における保険事業の投資方針として、
主にそのすべてのポートフォリオに社債、地方債およ
び国債を重点的に組み入れ、次に高利回り債、普通株
式、不動産、ヘッジ・ファンドその他のオルタナティ
ブ投資に対する投資に重点を置いている。
AIGにおいて、当社の保険負債を担保する資産の大半は、中期および長期的な満期固定証券で構成
される。

非生命保険会社―非生命保険会社の米国内事業に含まれる保険会社が保有する満期固定証券は、
従来から主に、社債、地方債および国債から構成されてきた。これらの投資は、魅力的な収益を
もたらし、信用リスクを制限することができる。当社の米国内事業の現在のリスク・リターン方
針および事業方針と合致させるために、当社の米国内の非生命保険会社は、投資配分を、証券化
証券、モーゲージ・ローン、エクイティ関連の投資機会ならびにその他魅力的にリスク調整がな
されたリターンをもたらすその他の投資対象を含む、広範囲の投資に転換している。当社の満期
固定証券も、流動性、デュレーションおよび品質目標のほか、現在の資本方針、リスク・リター
ン方針および営業方針に合致しなければならない。非生命保険会社の国際事業セグメントが保有
する満期固定証券は、主に、事業を提供している市場を主とした中期的高格付証券で構成されて
いる。また、非生命保険会社は、事業上のニーズを超えた現金を、上記の資産種別に合致した投
資に転換した。
生命保険会社―生命保険会社のポートフォリオの投資戦略は、概して、当社の負債のデュレーシ
ョンを類似のデュレーションを持つ資産と可能な限り一致させるように行うことである。生命保
険会社は、主に、社債および証券化証券を含む満期固定証券の多様なポートフォリオに投資して
いる。さらにポートフォリオを分散するために、プライベート・エクイティ・ファンド、ヘッ
ジ・ファンドおよび低価格の住宅パートナーシップを含むオルタナティブ投資にも投資している。
これらのオルタナティブ投資は、収入の定期的な変動の影響を受けることはあるが、2014年12月
31日に終了した各３年間において、生命保険会社の満期固定証券の収益を上回る総収入を達成し
た。
企業向け保険
企業向け保険は、法人および機関に保険およびサービスを提供している大手である。企業向け保
険は、世界最大級の損害保険ネットワークを有し、モーゲージ保証保険事業者としての大手であ
り、機関向けリタイヤメントおよび貯蓄事業も行っている。企業向け保険は、多様なマルチ・チ
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ャンネル販売網を通じて広範囲の商品やサービスを提供している。企業向け保険は、その強力な
資本基盤、広範囲のリスク管理および保険金の支払い実績、ならびに重要な保険事業の市場の大
手であることから、顧客から信用を得ている。
消費者向け保険
消費者向け保険は、複数の販売網を通じて販売されるリタイヤメント、生命保険および損害保険
商品からなる広範なポートフォリオをまとめたユニークなフランチャイズである。消費者向け保
険は、その多くの米国内で販売している商品ラインにおいて市場で大手の地位を長期に亘って確
立しており、またグローバルで事業を展開してきたことから、魅力的な市場が存在する国におい
て、国際的に発展が有望視される機会に的を絞って事業を行うことができる。強力な資本基盤、
顧客重視のサービス、斬新な商品開発能力、および複数のチャネルを通じて強力な販売関係を築
くことのできる能力があることから、消費者向け保険は、顧客が提供を希望するチャネルを通じ
て商品を顧客に提供することができる有利な地位にある。
コーポレートおよびその他
コーポレートおよびその他の事業には、直接投資事業、グローバル・キャピタル・マーケッツ、
AIG親会社およびその他の事業ならびに特保険事業が含まれる。
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グローバルな事業展開
当社の非生命保険会社の2014年の正味収入保険料345億ドルは、当社のグローバル事業の大いなる
発展を示している。2013年の正味収入保険料では、当社は、米国最大の企業向け保険会社であり、
米国を本拠地とするヨーロッパにおける最大の損害保険会社であり、中国における最大の外資系
損害保険会社である。またAIGは、多くの発展途上国に第一人者として参入しており、ブラジル、
中国においては中国人民保険集団股份有限公司（「PICCグループ」）と、またインドにおいては
タタ・グループとの戦略的な関係を通じて事業を発展させていく上で有利な立場にある。
当社の生命保険会社の2014年の保険料および預かり資産326億ドルは、当社が米国に大きなプレゼ
ンスがあり、日本市場の有意義なシェアを有していることを示している。保険料および預かり資
産は、非GAAP財務測定値であり、保険料には、従来の生命保険、団体給付金制度および偶発給付
年金から直接または仮定的に受領された金額の他、ユニバーサル生命保険、投資型年金契約およ
びミューチュアル・ファンドの預託金も含まれる。
グローバルな軌跡
EMEA
ヨーロッパ 正味収入保険料73億ドル(21%)
中東
アフリカ

アメリカ
米国、カナダ、中南米
およびカリブ海

正味収入保険料186億ドル(54%)
アジア・パシフィック

保険料および預かり資産317億

日本
その他アジア太平洋国

ドル(97%)

正味収入保険料86億ドル(25%)
保険料および預かり資産904百万ドル
(3%)
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当社は、特にアジア太平洋、中央ヨーロッパ、中東、アフリカおよび中南米の先進国および経済
新興国の両方において、国際的に大きな存在感を持ち、主に３つの主要な地域において商品を販
売している。
・アメリカ：米国、カナダ、中南米、カリブ海およびバーミューダを含む。
・アジア太平洋：日本、中国、韓国、シンガポール、マレーシア、タイ、オーストラリア、イン
ドネシアおよびその他のアジア太平洋国を含む。
・EMEA（ヨーロッパ、中東およびアフリカ）：英国、ヨーロッパ大陸、ロシア連邦、インド、中
東およびアフリカを含む。
2014年度の当社の損害保険の元受収入保険料のうち、6.3パーセントはカリフォルニア州、15.7パ
ーセントは日本、7.5パーセントは英国でそれぞれ引き受けられたものである。その他の州または
米国外地域で引き受けられた保険料の割合は、いずれも５パーセントを超えていない。
多様化した事業ミックス*
（単位：百万ドル）

*保険事業からの収入を示している。損害保険、モーゲージ保証保険および個人向け保険の収入には、正味
既経過保険料および正味投資利益が含まれている。機関向け市場、リタイヤメントおよび生命保険の収入に
は、保険料、保険証書発行手数料、正味投資利益および助言報酬が含まれている。
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企業向け保険
事業戦略
顧客：革新的な商品、優れたサービスおよび広範囲の世界的なネットワークへのアクセスの提供
により、当社の顧客に最も評価される保険会社となることを目指すこと
戦略的成長：変形力のある機会へ投資する一方で、当社のより付加価値の高い事業を育成するこ
と
最適な保険引受体制の構築：優れたリスク調整リターンを実現するために、より良い値付けおよ
びリスク選定を通じて当社の事業ポートフォリオを改良すること
最適な保険金請求の構築：優れた顧客サービスを実現し、当社の損害率を下げるために、保険金
請求プロセス、分析方法およびツールを改良すること
事業の有効性：当社の技術およびインフラを近代化するイニシアティブを継続すること、サービ
スのスピードと品質を改良するためにベストプラクティスを実施すること
資本の効率性：資本の流用可能性と分散化を向上し、グループの法的な事業構造を合理化し、再
保険プログラムを最適化し、税金の無駄を省略すること
投資戦略：当社の資本、流動性、リスクおよびリターン目標を達成するために、投資資産の分散
化を向上し、利回りの向上を利用すること

企業向け保険の事業部門
企業向け保険事業部門は、損害保険、モーゲージ保証保険および機関投資家向け市場により構成
されている。
損害保険商品ライン：
賠償責任保険:商品は、損害保険、企業向け自動車損害賠償責任保険、労働者災害保険、エクセス
賠償責任保険および危機管理保険商品を含む。さらに、賠償責任保険は、大企業の顧客および多
国籍企業のためのリスク管理およびその他の特別注文型の仕組保険プログラムも含む。
財物保険：商品は、事業の中断を含む、人為的な被害または自然災害のエクスポージャーを補償
する企業向け、産業およびエネルギー関連損害保険商品およびサービスを含む。
特殊保険：商品は、航空宇宙保険、環境保険、政変リスク保険、企業間信用保険、保証保険、海
上保険商品および様々な中小企業向けの保険ラインを含む。
ファイナンシャル・ライン：商品は、会社役員賠償責任（「D&O」）、忠実義務保険、雇用プラク
ティス、業務執行保険、サイバーセキュリティ・リスク、誘拐および身代金保険ならびに過誤・
不作為賠償責任保険（「E&O」）を含む幅広い事業ならびにリスク向けの専門職賠償保険を含む。
モーゲージ保証保険商品ライン：
モーゲージ保証保険：モーゲージ保証保険（「MI」）は、高い融資比率（「LTV」）のモーゲージ
に係る借り手の債務不履行リスクの増大から、モーゲージ投資家を保護する。
機関投資家向け市場の商品ライン：
機関投資家向け市場：商品には、主に、安定的なバリュー・ラップ商品、仕組型保険、一括給付
年金、富裕層向け商品、法人所有および銀行所有生命保険ならびにGICsが含まれる。
企業向け保険の概観
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損害保険は、主に、ナショナル・ユニオン、アメリカン・ホーム、レキシントン、富士火災、ア
メリカンホーム・ジャパン、エイアイジー・アジア・パシフィック・インシュアランス・プライ
ベート・リミテッドおよびエイアイジー・ヨーロッパ・リミテッドを含む当社の非生命保険会社
を通じて事業を行っている。
モーゲージ保証保険は、主にUGRICを通じて事業を行っている。
機関投資家向け市場は、主に、アメリカン・ジェネラル・ライフ、VALICおよびユー・エス・ライ
フを含む当社の生命保険会社を通じて事業を行っている。

企業向け保険の販売網
損害保険
損害保険商品は、主に独立したリテールおよび販売ブローカーのネットワークに加え、独立した
代理店網を通じて販売されている。
モーゲージ保証保険市場
モーゲージ保証保険の商品およびサービスは、ナショナル・モーゲージ、コミュニティーおよび
マネー・センター・バンクを含む包括的な範囲のモーゲージ・オリジネータのほか、ビルダーオ
ウンド・モーゲージ・レンダー、リージョナル・モーゲージ・レンダーおよびインターネット・
ソースド・レンダーならびにクレジット・ユニオンを通じて販売されている。
機関投資家向け市場
機関投資家向け市場の商品は、主に専門のマーケティングおよびコンサルティング会社ならびに
仕組型保険ブローカーを通して販売されている。

企業向け保険の競争
保険業界の競争は非常に熾烈である。企業向け保険は、米国においては、数百にのぼる他の株式
会社、専門保険団体、相互会社およびその他の保険引受団体と競争関係にある。国際市場におい
ては、損害保険は特定の市場分野および商品において、グローバルな大手保険業者および現地法
人が当地で行う保険事業と競争している。モーゲージ保証保険は、いくつかの大手および業界新
規参入両方のモーゲージ保証保険の民間提供業者、ならびに米国最大のモーゲージ保証保険提供
業者であるザ・フェデラル・ハウジング・アドミニストレーションと競争している。機関投資家
向け市場は、大手国内生命保険（株式および相互）会社および国際的な生命保険会社と競争して
いる。
保険会社は、リスク引受基準、商品価格、サービスおよび保険約款の組み合わせにおいて競争し
ている。企業向け保険は、主にその確立されたブランド、グローバルなフランチャイズ、財務力
および資本力、革新的な商品、特殊補償を提供する上での専門性ならびに顧客サービスなどの点
において、保険業界では、抜きん出た存在である。
当社は、最大手の多国籍企業から現地の企業および個人に至るまで、グローバルな規模で企業お
よび個人顧客に対してサービスを提供している。AIGの顧客は、AIGの熟練した引受けの専門性な
らびにその市場に対する長期のコミットメントから利益を得ている。
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企業向け保険の競争力における強みおよび課題
当社の競争力における強みは、以下のとおりである。
財務力および市場におけるリーダーシップ：当社が特定の事業ラインおいて市場のリーダーとな
る程に顧客に高く評価されている、自己資本が優良で強力なバランス・シートを有していること
保険引受および保険金請求の専門性：評価されており、有能で、かつ熟練したチーム
グローバル・フランチャイズ：業界最大規模の経営軌跡と、先進国および新興国市場における奥
深い歴史
規模：資本収益率を最適化するために、事業の規模と範囲によりリスクを分散させることが容易
であること
多様性：サービスを提供する顧客、引き受けた商品および販売網が広範であること
革新性：リスク管理の専門知識による革新の文化および顧客のニーズに重点を置くこと
サービス：当社の顧客に最も評価される保険会社を目指した文化
情報および科学技術の能力：顧客の満足体験を改善する知識および情報
当社の課題は以下のとおりである。
特定の事業ラインにおける容量超過により、市場価格に下向きの圧力をかける可能性があること
特定の法域および事業ラインにおける不法行為環境による不安定さ
近年における保険および金融サービス業界の規制上の監視および監督の高まりにより量および複
雑さが増している規制上の要件
米国住宅およびモーゲージ市場における、また、自然および人為的災害による不安定さ
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消費者向け保険
事業戦略
顧客：当社の顧客に最も評価される保険会社となることを目指す。多様な販売網を通じて提供さ
れるリタイヤメント、生命保険および個人保険商品の幅広いポートフォリオを結集した当社の特
殊なフランチャイズを通じて、消費者向け保険は、顧客が必要な商品を好みのチャンネルを通じ
て提供することを目指している。
情報化戦略：顧客獲得、商品の収益性、商品ミックス、チャンネル業績およびリスク管理機能を
最適化するために、顧客の見解、分析および科学技術の応用を利用する。
集中的な成長：消費者向け保険が有効かつ持続的に成長できる領域に投資する。厳選された市場
における市場規模、成長可能性、市場の成熟度および顧客層に応じた成長を目標とする。
経営効率：競争力を高め、サービスおよび商品の能力を改善し、かつ当社の対象顧客に対する満
足体験の提供を促進するために、多様な事業部門において、処理を簡素化し、経営環境を向上さ
せ、かつ最善のプラットフォームおよびツールを活用する。
投資戦略：関連する保険債務のデュレーションの性質の大部分が、同等のデュレーションの資産
と適合する、差別化された高品質な満期固定証券により構成されるポートフォリオを維持し、当
社の流動性、リスクおよびリターン目標を満たした利回り向上の機会を追求する。
収益性および資本管理：統制のとれた値付け、持続可能な保険引受の改善およびリスクの多様化
を通して堅実な収益を実現し、自己資本利益率を強化するために、保険事業体における資本効率
を高める。

消費者向け保険の事業部門
消費者向け保険の事業部門は、リタイヤメント、生命保険および個人保険により構成されている。
リタイヤメント商品ライン：
定額年金：
商品には、保険料一時払いおよび自在型保険料の定額年金ならびに保険料一時払いの即時開始年
金および据置支給型年金が含まれる。定額年金商品ラインは、銀行と共同で商品を設計し、効率
的で柔軟な管理プラットフォームを提供することにより、米国の銀行に対する販売チャンネルに
おいて業界トップの地位を維持している。
退職年金ソリューション：
主な商品には、資産の積立ておよび生涯年金給付を提供する、変額および定額インデックス年金
の他に、投資集中変額年金が含まれる。変額年金は、銀行、証券会社ならびに地域および独立の
ブローカー・ディーラー団体を通して販売される。定額インデックス年金は、銀行、ブローカ
ー・ディーラー、独立したマーケティング機関、専属保険代理店および独立保険代理店を通じて
販売される。
団体リタイヤメント：
VALICのブランド名で商品が販売され、定額および変額団体年金、ミューチュアル・ファンドが含
まれており、管理サービスおよび団体コンプライアンス・サービスを予定している。VALIC専属金
融アドバイザーおよび独立金融アドバイザーは、退職金制度の加入者に対し、加入援助および包
括的な財務計画サービスを提供する。
リテール・ミューチュアル・ファンドおよびアドバイザー・グループ：当社のミューチュアル・
ファンドおよび関連する管理およびサービス事業の他に、米国内最大規模の独立金融アドバイザ
ーのネットワークの１つである、アドバイザー・グループの事業が含まれる。ブランドには、ロ
イヤル・アライアンス、セージポイント・ファイナンシャル、FSCセキュリティーズおよびウッド
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ベリー・ファイナンシャルが含まれる。
生命保険商品ライン：
米国における主な商品には、定期生命保険およびユニバーサル生命保険が含まれる。国際的な商
品には、定期および終身生命保険、補完的医療保険、がん保険ならびに重病保険が含まれる。生
命保険商品は、主に、独立したマーケティング機関、独立保険代理店、専属代理店および金融ア
ドバイザーならびに直販を通して販売される。生命保険事業部門は、基本的および補完的な定期
生命保険、ユニバーサル生命保険および身体障害保険の主要商品に加え、従業員（任意およびス
ポンサー負担の両方）およびスポンサー組織を通じて販売される団体商品も提供している。
個人向け保険の商品ライン：
傷害および医療保険：商品には、個人、従業員、組合およびその他の団体の任意およびスポンサ
ー負担の個人の事故および補完医療保険が含まれる。また、レジャーおよびビジネス旅行者のた
めの広範囲な旅行保険商品も含む。傷害および医療保険商品は、代理店、ブローカー、アフィニ
ティー・パートナー、航空会社および旅行代理店を含む様々なチャンネルを通じて販売される。
個人向け保険：商品には、自動車保険、住宅所有者保険および延長保証保険、ならびになりすま
し犯罪およびクレジット・カード保護などの消費者向け特殊商品が含まれる。商品は、代理店、
ブローカーおよび直販を含む様々なチャンネルを通じて販売される。個人向け保険は、AIG個人向
け顧客グループを通じて提供される個人富裕層のための保険（自動車保険、住宅所有者保険、包
括保険、ヨット、美術品および収集品保険を含む。）が含まれる。

消費者向け保険の概観
リタイヤメントおよび生命保険の事業部門は、主に、アメリカン・ジェネラル・ライフ、VALIC、
ユー・エス・ライフおよび富士火災を含む当社の生命保険会社を通じて事業を行っている。
消費者向け保険の事業部門は、主に、富士火災、エーアイユー・インシュアランス・カンパニ
ー・リミテッド、アメリカン・ホーム、ナショナル・ユニオン、レキシントン、アメリカンホー
ム・ジャパン、エイアイジー・アジア・パシフィック・インシュアランス・プライベート・リミ
テッドおよびエイアイジー・ヨーロッパ・リミテッドを含む当社の非生命保険会社を通じて事業
を行っている。

消費者向け保険の販売網
リタイヤメント
リタイヤメント商品は、1,200を超えるVALIC専属金融アドバイザーおよびAIGアドバイザー・グル
ープにおける5,700を超える有資格の金融アドバイザーを含む関連チャンネル、ならびに銀行、証
券会社、地域および独立のブローカー・ディーラー、独立販売組織および独立保険代理店を含む
非関連チャンネルを通じて販売されている。
生命保険
生命保険商品は、米国において、1,700を超える独立保険代理店およびAIGの金融ネットワークに
おける金融アドバイザーならびに直販を含む関連チャンネル通じて販売されている。米国におけ
る非関連チャンネルには、独立販売組織、独立保険代理店およびベネフィット・ブローカーが含
まれる。国際的な生命保険商品は、非関連独立保険代理店および直販を通じて販売されている。
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個人向け保険
個人向け保険の商品およびサービスは、独立保険代理店、専属保険代理店、ブローカー、アフィ
ニティー・パートナー、航空会社および旅行代理店ならびに直販を含む様々なチャンネルを通じ
て販売されている。

消費者向け保険の競争
消費者向け保険は、米国および特定の国際市場において競争の激しい保険および金融サービス業
界において活動しており、ミューチュアル・ファンド、銀行ならびにその他の生命および損害保
険会社を含む様々な金融サービス会社と競争している。競争は、主に、商品価格および設計、販
売、財務力、顧客サービスならびに事業の行いやすさに基づくものである。
消費者向け保険は、市場におけるリーダーとしての長年の地位、革新的な商品、多様なチャンネ
ル間の強力なの販売関係、顧客に重点を置いたサービスおよび強力な金融格付けに基づき競争し
ている。

消費者向け保険の競争力における強みおよび課題
当社の競争力における強みは、以下のとおりである。
特殊なフランチャイズ：多様な販売網を通じて提供されるリタイヤメント、生命保険および個人
保険商品の幅広いポートフォリオ
市場のリーダー：当社の商品ラインおよび重要な販売チャンネルの多くにおけるリーダーとして
の長年の地位
グローバルな軌跡：魅力的な市場を有する国々における国際的な成長機会を選択的に追求する能
力
多くのチャンネルにわたる強力な販売関係：多様な販売商品を効率的に販売するための関係を深
める機会
情報および科学技術の能力：意思決定ツールの構築、プロセス転換および業績の最適化に利用さ
れる
顧客に重点を置いたサービス：技術および経営プラットフォームへの投資により、当社の対象顧
客の満足体験を提供する基盤をもたらす
リスクの分散および規模：幅広い販売商品および重要な商品ラインにおける規模の優位
資本力：魅力的な市場および商品ラインにおける成長を促進する能力
当社の課題は以下のとおりである。
商品が価格、条件、顧客サービスおよび取引の容易さにより差別化される、激しい競争環境なら
びに参入障壁は、特定の市場において重大である。
近年における規制上の要件により、保険および金融サービス業界の規制上の監視および監督の高
まりにより量および複雑さが増していること
低金利環境により、利回り保証付商品の競争力のある価格をつけることがより困難になっており、
低金利環境における投資の課題により、既存の商品のマージンに圧力をかけていること
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コーポレートおよびその他事業は以下のとおりである。
直接投資事業（「DIB」）は、対応投資プログラム（「MIP」）において、AIG親会社により直接保
有される資産および負債のポートフォリオならびにAIGファイナンシャル・プロダクツ・コープお
よびこれらの子会社（以下「AIGFP」と総称する。）の特定の非デリバティブ資産および負債で構
成されている。DIBポートフォリオは、縮小されており、ストレス・シナリオにおいても期限が到
来するすべての債務を返済し、当社のリスク管理の方針に一致した収益を最大化するために、当
社が必要と考える流動性を常に維持することを保証することを目標に管理されている。
グローバル・キャピタル・マーケッツ（「GCM」）は、AIGマーケッツ・インク（「AIGマーケッ
ツ」）の事業ならびにAIGFPの残存デリバティブ・ポートフォリオで構成されている。AIGマーケ
ッツは、当社の子会社および第三者の間のデリバティブの仲介人としての役割を担っており、ヘ
ッジ・サービスを提供している。AIGFPのポートフォリオは縮小し続けており、当社のリスク管理
の方針に合わせて管理されている。
親会社であるAIGおよびその他事業は、主に利息費用、連結および除外、特定の部門に属さないコ
ーポレート・スタッフの人件費、内部統制ならびに金融上および営業上のプラットフォームに関
する特定の費用、企業イニシアティブ、特定の報酬制度に関する費用、コーポレート・レベルの
正味実現キャピタル・ゲインおよびロス、特定の訴訟関連費用および債権、非継続事業としての
会計処理が認められなかった売却された事業の正味ゲイン（ロス）、ならびにエアキャップの収
益における持分で構成されている。
段階的に廃止される保険事業は、主に段階的に廃止されている事業（エクセス労災保険、アスベ
ストおよび環境汚染債務（1986年以前）を含む。）、主に日本と米国における2004年よりも前に
引き受けられた特定の環境汚染債務事業および特定の長期的な事業で構成されている。
その他事業には、生命保険買取に対する投資、不動産投資事業、組織化された資産運用事業、設
備用のファイナンス事業および当社の残存消費者金融事業を含む。
航空機リースは、ILFCで構成されている。2014年５月14日、当社は、エアキャップの完全子会社
であるエアキャップ・アイルランド・リミテッドに対する、現金およびエアキャップの新規発行
普通株式97.6百万株を含む総額約76億米ドルを対価とするILFCの普通株式100パーセントの売却を
完了した（かかる取引を、「エアキャップ取引」という。）。エアキャップ取引の結果、当社は
エアキャップの発行済普通株式の約46％を保有している。当社は、エクイティ方式の会計処理に
基づき、エアキャップにおける当社の持分を評価する予定である。
留保権益は、(i)2012年におけるAIAのIPO後に保持されたAIA普通株式および(ii)2012年における
清算以前のメイデン・レーンIIIエルエルシー（「ML III」）資産の公正価値損益を含む。

再保険活動
再保険は、主に、全体的な適正資本を管理し、自然および人為的災害などの特定の事象に関する
保険損失エクスポージャーを軽減するために利用される。
当社の子会社は、主に総額をベースとして、自己勘定でリスクを引き受けており、それらのリス
クが望ましいリスク保有高を超える場合は、その超える限度において、個別のリスクまたは合算
ベースでエクスポージャーの一部の再保険を行うことにより、世界中で事業を行っている。また、
一部の直接引受取引の条件として、当社は、顧客、エージェントまたは規制により、キャプティ
ブ、その他の保険会社、地域の再保険会社および強制共同投資基金を含む特定の再保険会社に対
してリスクのすべてまたは一部を譲渡するよう求められている。
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過去数年にわたり、非生命保険会社は、資本管理を改善し、当社の世界的な商品ラインのリスク
および収益性の目標を支えるために、譲渡された再保険の枠組みおよび戦略を修正した。修正さ
れた枠組みおよび戦略を採用した結果として、多くの個別の再保険契約が、より効率的で世界的
なプログラムに統合され、2014年通年では、2013年に比べ、リスクおよび資本管理の方針に支え
られて第三者に譲渡された再保険が減少した。当社は、引き続き、当社のリスクおよび収益性の
目標を達成するために利用される異なる形式の再保険契約および異なる市場の相対的な魅力を評
価する。
再保険市場には、以下が含まれる。
・再保険仲介業者を通してまたは直接的にアクセスされる、米国、バーミューダ、ロンドンおよ
びヨーロッパを含む、従来の地域およびグローバルな再保険市場
・災害債、サイドカーおよび類似の事業体などの、保険リンク証券および担保付再保険取引を通
した資本市場
・直接および引受再保険の両方に従事するその他の保険会社
当社がその時々において選択する再保険の形式は、一般的に、当社が以下のいずれを希望するか
によって左右される。
・一定の割合の保険料および損失を再保険会社に譲渡する比例式再保険
・当社が一定の金額を超えたすべてまたは一定の割合の損失を、リスク、発生（災害の再保険を
含む）もしくは総額ベースで譲渡する非比例式再保険もしくは超過損害再保険
・個別の保険契約を再保険する任意の契約
再保険契約は、当社の子会社の保険契約者に対する直接的な債務を取り除くものではない。しか
し、効果的な再保険プログラムは、実質的に、当社の重大な潜在的損失に対するエクスポージャ
ーを軽減する。
一部の市場において、当社は、これらの市場における当社の直接引受の相対的なシェアに基づき、
比例式ベースによる再保険プールへの参加を求められる。かかる強制再保険は、通常、自動車お
よび地震のアサインド・リスクなどのリスクの高い消費者エクスポージャーのほか、労災補償な
どの一部の商業エクスポージャーを対象とするものである。
2014年度において、当社は、従来の再保険市場と資本市場との間の価格の差を利用する戦略を継
続した。2014年12月、当社は、トレードウインド・リ・リミテッドと、2015年１月１日を発効日
とする資本市場再保険取引を締結した。この取引により、米国、カリブ海、カナダ、メキシコお
よびメキシコ湾の特定の嵐ならびに米国、カリブ海、メキシコおよびカナダの地震に対して、500
百万ドルの補償再保険による保護がもたらされる。AIGに対する潜在的な債務について資金を調達
するために、トレードウインド・リ・リミテッドは、期間が１年間のもの１つと３年間のもの２
つの、３つの債券トランシェを発行した。この取引は、上記の事象による損失を、2015年12月
（１年間トランシェ）および2017年12月（３年間トランシェ）にかけて、発生の都度完全に保証
する補償範囲を提供する。2015年１月現在、当社の発行済災害債の発行により、当社は、資本市
場において、925百万米ドルの補償再保険による保護の未収保険料を有している。

なお、当社は、有価証券の取引等の規制に関する内閣府令第49条第２項に規定する特定上場会社
等に該当しており、これにより、インサイダー取引規制の重要事実の軽微基準については連結ベ
ースの数値に基づいて判断することとなります。
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第三部【「第一部 企業情報」の「第３

事業の状況」の「４

事業等のリスク」】

AIGの事業に影響を及ぼす要因
AIGに投資することはリスクを伴う。AIGに投資するか否かを判断するにあたり、下記のリスク要
因を慎重に検討されたい。これらのリスク要因は当社の事業、業績、財務状況または流動性に重
大かつ不利な影響を及ぼす可能性がある。これらはさらに、当社の株式の取引価格に重大な変動
および不安定さをもたらすこともある。以下の記述はAIGに影響を及ぼすリスク要因を網羅するも
のではない。これらの要因は、本報告書および米国証券取引委員会（「SEC」）に提出されるその
他の報告書や資料に記載されるその他の情報と共に検討される必要がある。さらに、これらのリ
スクの多くは相互に関連性を持ち、同様の事業および経済状況のもとにおいても発生し得、ある
リスク要因の発生により、他の要因の発生が促されたり、その影響力が増幅されたりすることが
ある。こうしたリスク要因が組み合わさることにより、AIGの事業、業績、財務状況および流動性
に及ぶこれらのリスクの影響の深刻さが大幅に増大する可能性がある。
市況
グローバル・キャピタル市場および経済における困難な状況は、AIGの事業、業績、財務状況およ
び流動性に重大かつ不利な影響を及ぼす可能性がある。
持続する低金利は、AIGの収益性に重大かつ不利な影響を及ぼす可能性がある。
投資ポートフォリオならびに投資、保険およびその他のエクスポージャーの集中
AIGの投資ポートフォリオの業績および価値は、金利の変動を含む、多くのリスクおよび不確定要
素の影響を受ける。
AIGの投資ポートフォリオは特定の経済分野に集中している。
AIGの保険およびその他のリスク・エクスポージャーを集中させることは悪影響を及ぼす可能性が
ある。
AIGの投資証券の評価には、異なる解釈となり得る方法、推測および仮定を含む可能性があり、
AIGの業績、財務状況および流動性に重大かつ不利な影響を及ぼす投資評価の変更をもたらす可能
性がある。
準備金およびエクスポージャー
当社の連結業績、流動性、財務状況および格付は、自然災害および人災の影響を受ける。
保険金支払債務を予測することは困難であり、損失および損害費用に係る準備金を超える可能性
がある。
再保険を確保できず、または再保険コストが高額になる可能性があり、再保険はAIGを損失から保
護するために適切でない可能性がある。
流動性、資本および信用
親会社であるAIGが子会社から資金を調達する能力は限られている。
AIGの内部の流動性のソースが、需要を満たすことができない可能性がある。
親会社であるAIGが子会社を支援する能力は限られている。
当社の子会社は、子会社のいくつかの非流動的な投資により、需要を満たすために必要な現金を
生み出すことができなくなる可能性がある。
AIGの保険会社の保険財務力格付における格下げにより、それらの会社は、新規事業の引受け、な
らびに顧客および事業の保持が妨げられる可能性がある。
AIGの信用格付の格下げにより、当社は、デリバティブ取引において追加担保の差入れを要求され、
同取引が終了する可能性がある。
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事業および運営
金利の変動、解約の増加、投資リターンの減少、およびその他の事象により、AIGの子会社は繰延
保険獲得費用（「DAC」）の早期償却および追加的な将来保険給付債務の計上を強いられる可能性
がある。
AIGの特定の商品が有する保証は、AIGの業績を大きく左右する可能性がある。
売却した事業に関し、AIGに対する損害賠償請求がなされる可能性がある。
AIGの米国外事業により、AIGは、AIGの事業に影響を及ぼし得るリスクにさらされている。
AIGは、現在および将来の販売チャンネルを通じたマーケティングおよび商品の販売において、困
難に直面する可能性がある。
エアキャップについてAIGが保有する重大な量の株式およびAIGのエアキャップに対する債務によ
り、AIGはリスクにさらされる可能性がある。
重要な法的手続は、AIGの業績または財務状況に悪影響を及ぼす可能性がある。
AIGの電子データシステムに障害が起き、データのセキュリティを保護できなければ、AIGが事業
を行う能力は危険にさらされ、AIGの連結財務状況および業績に不利な影響が及ぶ可能性がある。
AIGが随時取得する会社の統合は、AIGの予想通りに成功しない可能性がある。
規制
AIGの事業は厳しく規制されており、かかる規制の変更はAIGの事業に影響を及ぼし、当社の保険
子会社の資金需要を増加させ、または収益性を減少させる可能性がある。
AIGが非銀行系のシステム上重要な金融機関であることに加え、およびドッド・フランク法
（Dodd-Frank Wall Street Reform and Consumer Protection Act）が成立したことにより、AIG
にはさらに大幅な連邦規制が適用されることになり、AIGの事業、業績およびキャッシュ・フロー
に重大かつ不利な影響が及ぶ可能性がある。
外国政府および規制当局による決議によりAIGに重大な追加の規制が適用される可能性がある。
米国愛国者法、外国資産管理局の要求およびAIGに適用のある同様の法律により、AIGは重大な罰
金を課される可能性がある。
ト リ プ ル X 規 制 (Regulation XXX) お よ び ア ク チ ュ ア リ ア ル ・ ガ イ ド ラ イ ン AXXX(Actuarial
Guideline AXXX)の影響を効率的に管理する試みはすべてまたは一部失敗する恐れがあり、その結
果、AIGの財務状況および業績に悪影響を及ぼす可能性がある。
随時公布される新たな規制は、AIGの事業、業績、財務状況および効果的に競争する能力に影響を
及ぼす可能性がある。
「支配権の変更」は、AIGの、将来の課税所得を相殺するために欠損金の繰越や税控除の繰越を活
用する権利を制限する可能性がある。
税法の変更は法人税を増加させ、繰延税金資産を減少させ、または消費者に対するAIGの商品の魅
力を低下させる可能性がある。
競争および従業員
AIGは、各事業部門において、激しい競争にさらされている。
AIGの業界における従業員の獲得競争は激しく、AIGの事業を支えるために必要な高いスキルを持
った者をひきつけ、維持することができない可能性がある。
主要な従業員の引継ぎおよび維持の管理は、AIGの成功に不可欠である。
従業員の過失および不祥事を察知して防ぐことは困難であり、これにより重大な損失が発生する
可能性がある。
見積りおよび仮定
AIGの事業の様々な分野において、実際の結果と財務書類を作成する上で使用した見積りおよびモ
デル化された結果とが大きく異なる可能性がある。
会計原則および財務報告基準の変更は、AIGの報告済みの業績および報告済みの財務ポジションに
影響を及ぼす可能性がある。
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AIGの年金およびその他の退職後給付プランに対する割引率、期待収益率および期待報酬に対する
予測の変更が費用の増加をもたらし、AIGの収益性を低下させる可能性がある。
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外国会社報告書（開示府令第八号様式に代えて提出するもの）の補足書類（２）
有価証券報告書に記載すべき事項（発行会社情報）のうち、外国会社報告書に記載されていな
い事項を日本語又は英語によって記載したもの
Notes:
(1)

In this document, unless otherwise noted, the term the "Company" or "AIG" means American
International Group, Inc. or, as the context requires, American International Group, Inc. and its
consolidated subsidiaries.

(2)

The term "dollars" or "$" in this document, unless otherwise noted, refers to United States
Dollars.

(3)

Where figures in tables in this document have been rounded, the totals may not necessarily agree
with the sum of the figures.

(4)

This document was prepared based on the Form 10-K filed with Securities and Exchange
Commission in the US on February 20, 2015. Therefore, future estimates or predictions in this
document do not take into account events which happened since February 20, 2015 to the date
hereof.

PART I. COMPANY INFORMATION
I.

OUTLINE OF LEGAL AND OTHER SYSTEMS IN THE HOME COUNTRY
OF THE COMPANY
1.

(1)

Outline of Corporate System

Corporate System of Country and State to which the Company Belongs

The legal framework governing the Company consists of the laws of the United States of
America and of the State of Delaware. United States federal laws affect most aspects of
corporate affairs in the United States and concern such diverse matters as antitrust, bankruptcy,
labor-management relations, securities and taxation. United States federal securities laws are
administered by the Securities and Exchange Commission and generally prohibit the sale of
securities by fraudulent means and require most corporations which are publicly held, such as
the Company, to make periodic financial and other reports to the Commission and to
shareholders.
In the United States, business corporations are generally incorporated under the laws of one of
the states. The Company is incorporated under the laws of the State of Delaware, which has
many laws affecting corporations, including the Delaware General Corporation Law ("Delaware
Law"). Following is a summary of Delaware Law.
①

Certificate of Incorporation and By-Laws

Business corporations in Delaware are created by filing a certificate of incorporation with the
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Secretary of State of Delaware. At a minimum, the certificate of incorporation must set forth
such basic aspects of the corporation as the name, address and business purpose of the
corporation, the number of shares of stock which may be issued, and classes of shares, if any.
In addition to the certificate of incorporation, the corporation is also required to adopt by-laws
which may contain any provision, not inconsistent with law or with the certificate of
incorporation, relating to the business of the corporation, the conduct of its affairs, and its
rights or powers or the rights or powers of its stockholders, directors, officers or employees.
②

Classes of Stock

Delaware Law provides that there can be one or more classes of stock, which may or may not
have par value, and which may have such voting powers (or no voting powers) and such
designations, preferences and relative, participating, optional or other special rights, and
qualifications, limitations or restrictions thereof, as are stated in the corporation's certificate of
incorporation. Unless otherwise provided in the certificate of incorporation, each shareholder
is entitled to one vote for each share of capital stock. A corporation may, by the act of its
board of directors, issue shares within the limits authorized by its certificate of incorporation.
The consideration to be received for shares is as fixed by the board of directors, except that par
value shares may not be issued at less than par value.
③

Shareholders' Meetings

An annual meeting of shareholders is held for the election of directors, as provided in the
certificate of incorporation or the corporation's by-laws. Special meetings of shareholders may
be called by the board of directors or in such other manner as may be authorized by the
certificate of incorporation or by-laws. For purposes of determining the shareholders entitled
to vote at a shareholders' meeting, the corporation may specify, by resolution of its board of
directors, a record date not more than sixty days nor less than ten days prior to such meeting.
The shareholders of record as of such record date are those entitled to vote. A statutory
quorum at shareholders' meetings is established by the presence, either in person or by proxy, of
holders of a majority of all shares entitled to vote in the absence of by-law provisions to the
contrary, except that in no event shall a quorum consist of less than one third of the shares
entitled to vote at the meeting.
④

Board of Directors

The business and affairs of corporations organized under Delaware Law are managed by a board
of directors (unless the certificate of incorporation provides otherwise). In general, the board
of directors has broad authority to manage the business and affairs of the corporation within the
constraints placed upon it by Delaware Law and the corporation's certificate of incorporation.
Directors are elected at each annual shareholders' meeting. Shareholders at the annual meeting
of shareholders or at a special shareholders' meeting called for that purpose, or the directors
themselves, may elect directors to fill vacancies in the board of directors caused by death,
resignation, or an increase in the authorized number of directors. The board of directors may,
if so provided in the certificate of incorporation or by a by-law adopted by a vote of the
shareholders, be divided into one, two or three classes, and if there are two or more classes, they
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may have staggered terms of office. Directors may be removed, with or without cause, only by
shareholders; however, if the board of directors is classified, directors may be removed only for
cause, unless the certificate of incorporation provides otherwise.
Directors' meetings are held as provided in the corporation's certificate of incorporation and
by-laws and, unless restricted by the corporation's certificate of incorporation and by-laws, any
action which may be taken at any meeting of directors may be taken without a meeting if all
directors consent thereto in writing.
⑤

Committees

If so provided in the certificate of incorporation or the by-laws, the board of directors may
delegate certain of its authorities to committees composed of one or more directors.
⑥

Officers

The board of directors normally elects the corporation's officers, who conduct the day-to-day
operations of the corporation. Each corporation has such officers as provided in its by-laws or
determined by the board of directors. The power of officers are those which are provided for
in the by-laws or which the board of directors grants to them.
(2)

Corporate System as Provided for in the Company's Certificate of Incorporation and
By-Laws

The Company's corporate system, in addition to being determined by the laws of the United
States of America and the State of Delaware, is provided by the Company's Amended and
Restated Certificate of Incorporation (including certificates of designation, if any) and by its
By-Laws, which currently provide as follows:
①

Shares
(i)

Authorized Shares

The total number of shares of all classes of stock which the Company shall have authority to
issue is 5,100,000,000 shares as of the date of this report, of which 100,000,000 shares are to be
Serial Preferred Stock, par value $5.00 per share and 5,000,000,000 shares are to be Common
Stock, par value $2.50 per share.
(ii)

Common Stock

The shares of Common Stock issued by the Company are fully-paid and non-assessable. The
holders of Common Stock have the right to exercise one vote per share. Upon any liquidation
of the Company, the holders of Common Stock are entitled to distribution of remaining assets,
subject to the preferential rights granted to the holders of Serial Preferred Stock. After the
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dividends have been paid, or declared and set apart for payment, on the Serial Preferred Stock,
the Board of Directors may declare dividends on the Common Stock.
(iii)

Serial Preferred Stock

The Serial Preferred Stock has priority over the Common Stock with respect to payment of
dividends and, upon liquidation of the Company, distribution of remaining assets. Subject to
the Delaware Law and the Amended and Restated Certificate of Incorporation of the Company,
the Serial Preferred Stock may be issued from time to time in one or more series, each of such
series to have such designations and powers, preferences and rights, and qualifications,
limitations or restrictions as may be fixed by the Board of Directors. As of the date of this
report, there is no Serial Preferred Stock outstanding.
(iv)

Stock Certificate

Every holder of stock in the Company shall be entitled to have a certificate signed by or in the
name of the Company by the Chairman or a Vice Chairman, if any, of the Board of Directors, if
any, or the Chief Executive Officer, if any, or a Vice President, and by the Treasurer or an
Assistant Treasurer, or the Secretary or an Assistant Secretary, of the Company, certifying the
number of shares owned by such holder in the Company.
(v)

Record Date

In order that the Company may determine the shareholders entitled to (A) notice of or to vote at
any meeting of shareholders or any adjournment thereof, the Board of Directors may fix a
record date, which record date shall not precede the date upon which the resolution fixing the
record date is adopted by the Board of Directors, and which shall not be more than sixty nor less
than ten days before the date of any meeting, (B) express consent to corporate action in writing
without a meeting, the Board of Directors may fix a record date, which record date shall not
precede the date upon which the resolution fixing the record date is adopted by the Board of
Directors, and which shall not be more than ten days after the date upon which the resolution
fixing the record date is adopted by the Board of Directors, and (C) receive payment of any
dividend or other distribution or allotment of any rights, or entitled to exercise any rights in
respect of any change, conversion or exchange of stock or for the purpose of any other lawful
action, the Board of Directors may fix a record date, which record date shall not precede the
date upon which the resolution fixing the record date is adopted by the Board of Directors, and
which shall not be more than sixty days prior to such action.
(vi)

Transfer of Stock

Transfer of shares and stock certificates are governed by provisions of the Uniform Commercial
Code. As a general matter, transfer of shares is ordinarily effected by endorsement and
delivery of certificates, although a separate document evidencing the assignment may be used in
lieu of such endorsement.
Upon surrender to the Company or the transfer agent of the Company of a certificate for shares
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duly endorsed or accompanied by proper evidence of succession, assignment or authority to
transfer, it shall be the duty of the Company to issue a new certificate to the person entitled
thereto, cancel the old certificate and record the transaction upon its books.
②

Meeting of Shareholders
(i)

Annual Meetings

An annual meeting of shareholders shall be held for the election of directors at such date, time
and place either within or without the State of Delaware as may be designated by the Board of
Directors from time to time. Any other proper business may be transacted at the annual
meeting.
(ii)

Special Meetings

Special meetings of shareholders for any purpose or purposes may be called at any time by the
Chairman or by the Chief Executive Officer or on the written request of any two director, to be
held at such date, time and place either within or without the State of Delaware as may be stated
in the notice of the meeting. A special meeting of shareholders shall be called by the Secretary
upon the written request, stating the purpose of the meeting, of shareholders who together own
of record twenty-five percent of the outstanding shares of each class of stock entitled to vote at
such meeting.
(iii)

Notice of Meetings

Whenever shareholders are required or permitted to take any action at a meeting, a written
notice of the meeting shall be given which shall state the place, date and hour of the meeting,
and, in the case of a special meeting, the purpose or purposes for which the meeting is called.
Unless otherwise provided by law, the written notice of any meeting shall be given not less than
ten nor more than sixty days before the date of such meeting to each shareholder entitled to vote
at such meeting. If mailed, such notice shall be deemed to be given when deposited in the
United States mail, postage prepaid, directed to the shareholder at such shareholder's address as
it appears on the records of the Company. No business other than that stated in such notice
shall be transacted at any special meeting without the unanimous consent of all the shareholders
entitled to vote thereat.
(iv)

Quorum

At each meeting of shareholders, except where otherwise provided by law or the Amended and
Restated Certificate of Incorporation or the By-Laws, the holders or a majority of the
outstanding shares of each class of stock entitled to vote at the meeting, present in person or
represented by proxy, shall constitute a quorum. In the absence of a quorum either (i) the
shareholders so present may, by majority vote, or (ii) the chairman of the meeting may on his
own motion adjourn the meeting from time to time in the manner provided in the By-Laws until
a quorum shall attend. Shares of its own capital stock belonging on the record date for the
meeting to the Company or to another corporation, if a majority of the shares entitled to vote in
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the election of directors of such other corporation is held, directly or indirectly, by the Company,
shall neither be entitled to vote nor be counted for quorum purposes; provided, however, that the
foregoing shall not limit the right of the Company to vote stock, including but not limited to its
own stock, held by it in a fiduciary capacity.
(v)

Voting

Two or more classes or series of stock shall be considered a single class if and to the extent that
the holders thereof are entitled to vote together as a single class at the meeting. Unless
otherwise provided in the Amended and Restated Certificate of Incorporation, each shareholder
entitled to vote at any meeting of shareholders shall be entitled to one vote for each share of
stock held by such shareholder which has voting power upon the matter in question. Each
shareholder entitled to vote at a meeting of shareholders or to express consent or dissent to
corporate action in writing without a meeting may authorize another person or persons to act for
such shareholder by proxy, but no such proxy shall be voted or acted upon after three years from
its date, unless the proxy provides for a longer period. Subject to certain mandatory voting
rights provided by law, currently only the Common Stock has voting rights
③

Board of Directors
(i)

Powers; Number; Qualifications

The business and affairs of the Company shall be managed by or under the direction of the
Board of Directors, except as may be otherwise provided by law or in the Amended and
Restated Certificate of Incorporation. The Board shall consist of not less than seven nor more
than 21 members, the number thereof to be determined from time to time by the Board;
provided, however, that in determining the number of directors no account shall be taken of any
non-voting director, including any advisory or honorary director, that may be elected from time
to time by a majority of the Board of Directors. Directors need not be shareholders.
(ii)

Election; Term of Office; Removal; Vacancies

Each director shall hold office until the annual meeting of shareholders next succeeding his or
her election and until his or her successor is elected and qualified or until his or her earlier
resignation or removal. Any director or the entire Board of Directors may be removed, with or
without cause, by the holders of a majority of the shares then entitled to vote at an election of
directors; and any vacancy so created may be filled by the holders of a majority of the shares
then entitled to vote at an election of directors.
Unless otherwise provided in the Amended and Restated Certificate of Incorporation or the
By-Laws, vacancies (other than any vacancy created by removal of a director by shareholder
vote) and newly created directorships resulting from any increase in the authorized number of
directors elected by all of the shareholders having the right to vote as a single class or from any
other cause may be filled by a majority of the directors then in office, although less than a
quorum, or by the sole remaining director.
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(iii)

Regular Meetings

Regular meetings of the Board of Directors may be held at such places within or without the
State of Delaware and at such times as the Board may from time to time determine, and if so
determined notice thereof need not be given.
(iv)

Special Meetings

Special meetings of the Board of Directors may be held at any time or place within or without
the State of Delaware whenever called by the Chairman or by the Chief Executive Officer or on
the written request of any two directors. Reasonable notice thereof, which may be by
telephone or email, shall be given by the person calling the meeting.
(v)

Quorum; Vote Required for Action

At all meetings of the Board of Directors a majority of the entire Board shall constitute a
quorum for the transaction of business. The vote of a majority of the directors present at a
meeting at which a quorum is present shall be the act of the Board unless the Amended and
Restated Certificate of Incorporation or the By-Laws shall require a vote of a greater number.
In case at any meeting of the Board a quorum shall not be present, a majority of the members of
the Board present may adjourn the meeting from time to time until a quorum shall attend, and
notice need not be given of any such adjourned meeting if the time and place thereof are
announced at the meeting at which adjournment is taken.
(vi)

Chairman

The Board of Directors shall annually select one of its members who is independent under the
New York Stock Exchange listing standards to be Chairman and shall fill any vacancy in the
position of Chairman at such time and in such manner as the Board of Directors shall determine.
The Chairman of the Board shall preside at all meetings of the Board of Directors and of the
shareholders at which he or she shall be present.
④

Committees

The Board of Directors may, by resolution passed by a majority of the whole Board, designate
one or more committees, each committee to consist of two or more of the directors of the
Company. Such committees include the following:
(i)

Audit Committee

The Audit Committee assists the Board of Directors in its oversight of the Company’s
financial statements, including internal control over financial reporting, and compliance with
legal and regulatory requirements, the qualifications, independence and performance of the
Company’s independent registered public accounting firm and the performance of the
Company’s internal audit function. As part of these oversight responsibilities, the Audit
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Committee discusses with senior management the guidelines and policies by which the
Company assesses and manages risk. The Audit Committee is directly responsible for the
appointment, compensation, retention and oversight of the work of the Company’s
independent registered public accounting firm. In its oversight of the Company’s internal
audit function, the Audit Committee also is involved in the appointment or removal,
performance reviews and determining the compensation of the Company’s chief internal
auditor. The Audit Committee’s assistance in the Board of Directors’ oversight of the
Company’s compliance with legal and regulatory requirements primarily focuses on the effect
of such matters on the Company’s financial statements, financial reporting and internal
control over financial reporting. In considering the Company’s compliance with legal and
regulatory requirements, the Audit Committee also takes into account the oversight of legal
and regulatory matters by the Regulatory, Compliance and Public Policy Committee.
(ii)

Risk and Capital Management Committee

The Risk and Capital Committee reports to and assists the Board in overseeing and reviewing
information regarding the Company’s enterprise risk management, including the significant
policies, procedures, and practices employed to manage liquidity risk, credit risk, market risk,
operational risk and insurance risk. The Risk and Capital Committee also assists the Board
in its oversight responsibilities by reviewing and making recommendations to the Board with
respect to the Company’s financial and investment policies, provides strategic guidance to
management as to the Company’s capital structure and financing, the allocation of capital to
its businesses, methods of financing its businesses and other related strategic initiatives. The
Risk and Capital Committee was known as the Finance and Risk Management Committee
until July 9, 2014.
(iii)

Compensation and Management Resources Committee

The Compensation and Management Resources Committee is responsible for determining
and approving the compensation awarded to the Company’s Chief Executive Officer (subject
to ratification or approval by the Board of Directors), approving the compensation awarded to
the other senior executives under its purview, and reviewing and approving the performance
measures and goals relevant to such compensation. The Compensation and Management
Resources Committee is also responsible for making recommendations to the Board of
Directors with respect to the Company’s compensation programs for senior executives and
other employees, for reviewing, in conjunction with the Company’s Chief Risk Officer, the
relationship between the Company’s risk management policies and practices and the incentive
compensation arrangements applicable to senior executives, and for oversight of the
Company’s management development and succession planning programs.
(iv)

Nominating and Corporate Governance Committee

The primary responsibilities of the Nominating and Corporate Governance Committee are to
identify individuals qualified to become Board of Director members and recommend these
individuals to the Board of Directors for nomination, election or appointment as members of
the Board of Directors and its committees, to advise the Board of Directors on corporate
governance matters and to oversee the evaluation of the Board of Directors and its
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committees. The Nominating and Corporate Governance Committee also periodically
reviews and makes recommendations to the Board regarding the form and amount of director
compensation.
(v)

Regulatory, Compliance and Public Policy Committee

The Regulatory, Compliance and Public Policy Committee assists the Board of Directors in
its oversight of the Company’s handling of legal, regulatory and compliance matters and
reviews the Company’s position and policies that relate to current and emerging corporate
social responsibility and political and public policy issues.
(vi)

The Technology Committee

The Technology Committee assists the Board in its oversight of the Company’s information
technology projects and initiatives.
⑤

Officers

As soon as practicable after the annual meeting of shareholders in each year, the Board of
Directors shall elect a Chief Executive Officer and a Secretary, and it may, if it so determines,
elect one or more Vice Chairmen. The Board may also elect a President, one or more Vice
Presidents, one or more Assistant Vice Presidents, one or more Assistant Secretaries, a
Treasurer and one or more Assistant Treasurers and such other officers as the Board may deem
desirable or appropriate and may give any of them such further designations or alternate titles as
it considers desirable. Any number of offices may be held by the same person.
The Chief Executive Officer shall have general charge and supervision of the business of the
Company and, in general, shall perform all duties incident to the office of a chief executive
officer of a corporation and such other duties as may, from time to time, be assigned to him or
her by the Board.
2.

Foreign Exchange Control System

In the United States there are no foreign exchange control restrictions on acquisition of shares of
a domestic corporation by non-residents of the United States and remittance of dividends and
sales proceeds or distribution of assets in liquidation.
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3.

Tax Treatment

The Convention between the Government of the United States of America and the
Government of Japan for the Avoidance of Double Taxation and the Prevention of Fiscal
Evasion with Respect to Taxes on Income, which was signed on November 6, 2003 and
ratified on March 30, 2004 (the "Convention"), applies with respect to United States taxes to
be withheld on dividends on the Company's Common Stock paid to citizens and residents of
Japan and Japanese corporations and with respect to gains realized on the sale of such shares
by such residents of Japan and Japanese corporations.
(1)

United States Income Tax Treatment

The following is a general discussion of the principal United States federal income and estate
tax consequences of the ownership and disposition of the Company’s Common Stock by a
non-U.S. holder. As used in this discussion, the term "non-U.S. holder" means a beneficial
owner of the Company’s Common Stock that is not, for United States federal income tax
purposes:
*

an individual who is a citizen or resident of the United States;

*

a corporation or partnership created or organized in or under the laws of the
United States or of any political subdivision of the United States, other than a
partnership treated as foreign under United States Treasury regulations;

*

an estate whose income is subject to United States federal income tax
regardless of its source; or

*

a trust, if a United States court is able to exercise primary supervision over the
administration of the trust and one or more United States persons have
authority to control all substantial decisions of the trust or certain electing
trusts that were in existence on August 19, 1996 and were treated as domestic
trusts on that date.

An individual may be treated as a resident of the United States in any calendar year for United
States federal income tax purposes, instead of a nonresident, by, among other ways, being
present in the United States on at least 31 days in that calendar year and for an aggregate of at
least 183 days during a three-year period ending in the current calendar year. For purposes
of this calculation, one would count all of the days present in the current year, one-third of the
days present in the immediately preceding year and one-sixth of the days present in the
second preceding year. Residents are taxed for United States federal income purposes as if
they were United States citizens.
This discussion assumes (except where noted) that each non-U.S. holder is entitled to benefits
as a resident of Japan pursuant to the Convention.
This discussion does not consider:
*

United States state and local or non-U.S. tax consequences;
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*

specific facts and circumstances that may be relevant to a particular non-U.S.
holder's tax position, including, if the non-U.S. holder is a partnership or trust
that the United States tax consequences of holding and disposing of the
Company’s Common Stock may be affected by certain determinations made at
the partner or beneficiary level;

*

the tax consequences for the stockholders, partners or beneficiaries of a
non-U.S. holder;

*

the tax consequences for non-U.S. holders owning directly or indirectly,
actually or constructively, 10% or more of the total combined voting power of
all classes of the Company’s voting stock;

*

special tax rules that may apply to particular non-U.S. holders, such as
financial institutions, insurance companies, tax-exempt organizations, United
States expatriates, broker-dealers, and traders in securities;

*

special tax rules that may apply to a non-U.S. holder that holds the Company’s
Common Stock as part of a "straddle," "hedge," "conversion transaction,"
"synthetic security" or other integrated investment; or

*

non-U.S. holders who are not eligible for the benefits of the Convention.

Non-U.S. holders are urged to consult their tax advisors to determine whether or not they are
eligible for the benefits of the Convention, or are entitled to benefits under any other income
tax treaty to which the United States is a party.
The following discussion is based on provisions of the United States Internal Revenue Code
of 1986, as amended (the “Code”), applicable United States Treasury regulations and
administrative and judicial interpretations, all as in effect on the date of this report, and all of
which are subject to change, retroactively or prospectively. The following summary
assumes that a non-U.S. holder holds the Company’s Common Stock as a capital asset.
Each non-U.S. holder should consult a tax advisor regarding the United States federal, state,
local and non-United States income and other tax consequences of acquiring, holding and
disposing of shares of the Company’s Common Stock.
(i)

Withholding on Dividend Payments
Under the Convention, the Company will be required to withhold a United States
federal withholding tax at a rate of 10% of the gross amount actually distributed.
Non-U.S. holders who are not entitled to benefits under the Convention will be
subject to withholding at a rate of 30% unless reduced pursuant to another income
tax treaty.
Dividends that are effectively connected with a non-U.S. holder’s conduct of a trade
or business in the United States and attributable to a permanent establishment in the
United States, are taxed on a net income basis at the regular graduated rates
applicable to dividends and in the manner applicable to United States persons. In
that case, the Company will not be required to withhold United States federal
withholding tax if the non-U.S. holder complies with applicable certification and
disclosure requirements. In addition, a "branch profits tax" may be imposed at a
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30% rate on dividends received by a foreign corporation that are effectively
connected with the conduct of a trade or business in the United States, unless the
foreign corporation is entitled to benefits under the Convention and is a "qualified
resident" within the meaning of section 884 of the Code, in which case the tax rate
is reduced to 5% or eliminated in certain circumstances.
A non-U.S. holder who claims the benefit of the Convention rate generally will be
required to satisfy applicable certification and other requirements. However,
*

in the case of the Company’s Common Stock held by a foreign partnership, the
certification requirement will generally be applied to the partners of the
partnership and the partnership will be required to provide certain information;

*

in the case of the Company’s Common Stock held by a foreign trust, the
certification requirement will generally be applied to the trust or the beneficial
owners of the trust depending on whether the trust is a "foreign complex trust,"
"foreign simple trust," or "foreign grantor trust" as defined in the United States
Treasury regulations; and

*

look-through rules will generally apply for tiered partnerships, foreign simple
trusts and foreign grantor trusts.

A non-U.S. holder that is a foreign partnership or a foreign trust is urged to consult
its own tax advisor regarding its status and the certification requirements applicable
to it.
A non-U.S. holder that is eligible for a reduced rate of United States federal
withholding tax under the Convention may obtain a refund or credit of any excess
amounts withheld by filing an appropriate claim for a refund with the United States
Internal Revenue Service.
(ii)

Gain on disposition of Common Stock

A non-U.S. holder generally will not be taxed on gain recognized on a disposition
of the Company’s Common Stock unless:
*

the gain is effectively connected with the non-U.S. holder’s conduct of a trade
or business in the United States and is attributable to a permanent
establishment maintained by the non-U.S. holder in the United States; in these
cases, the gain will generally be taxed on a net income basis at the regular
graduated rates and in the manner applicable to United States persons and, if
the non-U.S. holder is a foreign corporation, the "branch profits tax" described
above may also apply; or

*

the non-U.S. holder is an individual who holds the Company’s Common Stock
as a capital asset, is present in the United States for more than 182 days in the
taxable year of the disposition and meets other requirements including, in the
case of a non-U.S. holder eligible for the benefits thereof, those imposed under
the Convention.
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(iii) Withholdable Payments to Foreign Financial Entities and Other Foreign
Entities
A 30% withholding tax will be imposed on certain payments to foreign financial
institutions, investment funds and other non-U.S. persons that fail to comply with
information reporting requirements in respect of their direct and indirect United
States shareholders and/or United States accountholders. Such payments will
include U.S.-source dividends and the gross proceeds from the sale or other
disposition after December 31, 2016 of stock that can produce U.S.-source
dividends. Dividends paid on the Company’s Common Stock are U.S. source.
(iv)

Federal Estate and Gift Tax

Under the Convention between the United States of America and Japan for the
Avoidance of Double Taxation and the Prevention of Fiscal Evasion with Respect
to Taxes on Estates, Inheritances and Gifts signed on April 16, 1954 ("Estate Tax
Convention"), and under present United States federal tax law, upon the death of a
Japanese holder of Common Stock who is an individual, such stock will be deemed
property situated within the United States, and may be subject to United States
federal estate tax. The United States federal gift tax does not apply to a transfer of
the Common Stock of an individual who is not a resident in the United States and
who is not, and has never been, a citizen of the United States. The maximum
United States federal estate tax rate for non-U.S. person decedents is 40%.
Non-U.S. holders should consult their tax advisors as to the potential impact of
United States federal estate and gift taxes as well as the application of the Estate
Tax Convention.
(v)

Information reporting and backup withholding tax

Dividends paid to a non-U.S. holder may be subject to information reporting and
United States backup withholding tax at a current rate of 28%. A non-U.S. holder
will be exempt from such backup withholding tax if the non-U.S. holder provides
the applicable Form W-8 or otherwise meets documentary evidence requirements
for establishing that he or she is a non-U.S. holder or otherwise establishes an
exemption.
The gross proceeds from the disposition of the Company’s Common Stock may be
subject to information reporting and backup withholding tax at a current rate of
28%. If a non-U.S. holder sells the Company’s Common Stock outside the United
States through a non-United States office of a non-United States broker and the
sales proceeds are paid to the non-U.S. holder outside the United States, then the
United States backup withholding and information reporting requirements generally
will not apply to that payment. However, United States information reporting will
apply to a payment of sales proceeds, even if that payment is made outside the
United States, if a non-U.S. holder sells the Company’s Common Stock through a
non-United States office of a broker that:
*

is a United States person;

*

derives 50% or more of its gross income in specific periods from the conduct
of a trade or business in the United States;
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*

is a "controlled foreign corporation" for United States tax purposes; or

*

is a foreign partnership, if at any time during its tax year:
one or more of its partners are United States persons who in the aggregate
hold more than 50% of the income or capital interests in the partnership;
or
the foreign partnership is engaged in a United States trade or business,

unless the broker has documentary evidence in its files that the non-U.S. holder is a
non-United States person and certain other conditions are met or the non-U.S.
holder otherwise establishes an exemption. Even if United States information
reporting applies as described immediately above, backup withholding will not
apply to such payment of sales proceeds unless the broker has actual knowledge
that the non-U.S. holder is a United States person.
If a non-U.S. holder receives payments of the proceeds of a sale of the Company’s
Common Stock to or through a United States office of a broker, the payment is
subject to both United States backup withholding and information reporting unless
the non-U.S. holder provides the applicable Form W-8 certifying that the non-U.S.
holder is a non-U.S. person or otherwise establishing an exemption.
A non-U.S. holder generally may obtain a refund, or a credit against such non-U.S.
holder’s U.S. federal income tax liability, of any amounts withheld under the
backup withholding rules that exceed its U.S. income tax liability by following the
required procedures, including, in the case of a refund, filing a refund claim with
the United States Internal Revenue Service.
(2)

Japanese Tax Treatment

See VIII-2. "Method of Exercise of Rights of Beneficial Stockholders in Japan, etc", (4) "Tax
Treatment concerning Dividends, etc., in Japan".
(3)

Additional Matters

To claim reduction in tax under the Convention or under the Estate Tax Convention, a Japanese
holder that holds the Company's Common Stock is required to comply with the prescribed
methods to claim such reduction, and in some cases, is also required to prove that the person is
entitled as a Japanese Beneficial Stockholder to the benefits provided in the Convention and
Estate Tax Convention under the U.S. tax laws to the United States tax authority.
4.

Legal Opinion

A legal opinion has been provided by James J. Killerlane III, Associate General Counsel and
Assistant Secretary, to the effect that the Company has been duly incorporated and is validly
existing as a corporation in good standing under the laws of the State of Delaware, the United
States of America, and that the descriptions of the laws and regulations of the United States of
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America and the State of Delaware, except as to tax matters, contained in this Report are
accurate. A legal opinion has been provided by Ameeta Patel, Senior Director & Co-Head,
Global Tax Advisory – U.S., to the effect that the descriptions of the tax laws and regulations of
the United States contained in this Report are accurate.
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II.

OUTLINE OF THE COMPANY
2.

History of the Company

The following sets forth a brief history of the Company and certain relations with Japan.
Year

Major Events

1919

Cornelius V. Starr formed American Asiatic Underwriters, an insurance agency, in
Shanghai, China.

1921

Starr obtained exclusive representation in China for a number of American insurance
companies. Starr also formed Asia Life Insurance Company in Delaware.

1926

Starr formed American International Underwriters Corporation ("AIUC"), an insurance
agency, in New York, N.Y. First use of phrase "American International" in
connection with this family of companies.

1931

Starr and others formed International Assurance Company Limited as a Hong Kong
company operating from Shanghai.

1939

Starr moved his headquarters from Shanghai to New York.

1940

American International Underwriters ("AIU") expanded into Latin America,
establishing a regional headquarters in Havana, Cuba.

1945

Operations were re-established in Shanghai and Hong Kong.

1946

Entry into Germany by AIU to service American occupation forces.

1947

Entry into Japan by AIU to service American occupation forces.

1948

Starr purchased control of International Assurance Company and changed its name to
"American International Assurance Company Limited" ("AIA"). American
International Underwriters Overseas, Inc. ("AIUO (PANAMA)") and American
International Reinsurance Company, Inc. ("AIRCO") were incorporated in Panama and
headquartered in Bermuda.

1949

American International Underwriters Association was formed. This association was
made up of eleven American insurance companies whom were represented in overseas
territories by the American International Underwriters agencies.

1950

C.V. Starr & Co., Inc. ("CVSCO") formed to hold stocks of various domestically
incorporated agencies and certain real estate located in U.S.

1951

Asia Life Insurance Company, owned by AIRCO, reorganized and changed its name to
American Life Insurance Company ("ALICO").

1952

Majority interest in Globe and Rutgers Fire Insurance Company was acquired by
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AIRCO and the name changed to American Home Assurance Company ("AHAC"),
thus launching American International into the domestic U.S. insurance market.
1962

AHAC was transformed from a traditional agency insurance company to a
broker-oriented specialty insurance company. Domestic life insurance business
commenced with formation of American International Life Assurance Company of
New York as a subsidiary of AHAC.

1967

American International Group, Inc. ("AIG") formed by AIRCO. AHAC acquired
Transatlantic Reinsurance Company.

1968

AIG acquired majority interest in National Union group, including National Union Fire
Insurance Company of Pittsburgh, Pa. ("National Union"), Birmingham Fire Insurance
Company of Pennsylvania, Lexington Insurance Company and a company now known
as AIG Life Insurance Company. AHAC acquired Commerce and Industry Insurance
Company. AIG acquired ALICO from AIRCO.

1969

AIG exchanged its common and convertible preferred stocks and convertible
debentures for the publicly held shares of AHAC, National Union and New Hampshire
Insurance Company, in the process acquiring over 90% of each of those companies.
100% of each was later acquired.

1970

AIG acquired from CVSCO certain agencies, including AIUC and its subsidiaries
along with certain real estate, including its then home office at 102 Maiden Lane in
New York City. AIG also acquired from AIUO (Panama) all of its insurance-related
subsidiaries including several overseas insurance companies and many agencies,
adjustment companies and the business of American International Underwriters.
AIUO (Panama), privately held company, changed its name to Starr International
Company, Inc. ("SICO") and a new American International Underwriters Overseas Ltd.
("AIUO") was formed in Bermuda.

1972

ALICO became first U.S. life insurer to become licensed to sell life insurance products
in Japan.

1976

American International Underwriters Association reformed to exclude insurers not
owned by AIG. Name changed to American International Underwriters Overseas
Association. AIG acquired its world headquarters building at 70 Pine Street, New
York City.

1977

Transatlantic Reinsurance Company reorganized and a majority of its shares is sold to
non-AIG insurance company investors, including two Japanese insurers.

1978

AIRCO merged into its subsidiary, AIG. All AIRCO subsidiaries, including
American International Assurance Company (Hong Kong) and Philippine American
Life Insurance Company became AIG subsidiaries.

1980

China America Insurance Company formed as joint venture with Peoples Insurance
Company.

1981

AIG acquired United Guaranty Corporation and subsidiaries.
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1982

AIG acquired Audubon Insurance Company and subsidiaries.

1983

AIG acquired Ueberseebank, A.G. from SICO, and also acquired Southeastern
Aviation Underwriters, Inc. and Ticino Life Insurance Company (Switzerland).

1984

AIG became listed on the New York Stock Exchange.

1985

AIG acquired AIG Global Investors, Inc.

1987

AIG entered into joint venture creating AIG Financial Products Corp. and various of its
subsidiaries, including AIG Financial Products (Japan) Limited.
AIG became listed on the Tokyo Stock Exchange.

1988

AIG acquired 30% of A.B. Asesores Bursatiles, a major Spanish stock brokerage.
AIG became listed on the London Stock Exchange.

1990

AIG became listed on the Paris Bourse and major Swiss stock exchanges.
AIG acquired International Lease Finance Corporation. AIG entered into joint
venture creating AIG Trading Corporation.

1992

AIA received license for life and non-life business in China.

1994

AIG made investment in 20th Century Industries (now known as 21st Century
Insurance Group).

1995

AIA received license to write life business in Guangzhou, China.

1997

AIG concluded strategic agreement with Unibanco to jointly conduct insurance
operations in Brazil.
AIG agreed to acquire majority interest in Bangkok Investment Public Company, a
Thai consumer finance company.

1998

AIG acquired 100 percent ownership of Starr Excess Liability Company, Ltd., a
Bermuda excess carrier.
AIG acquired majority interest in 21st Century Insurance Group. AIG acquired
majority interest in Transatlantic Holdings, Inc., holding company for Transatlantic
Reinsurance Company and certain other reinsurers, which has been a public company
since 1990.

1999

AIG acquired SunAmerica Inc., a leading participant in asset accumulation products
for both the retirement and pre-retirement markets. (January 1, 1999)
AIG acquired a majority interest in John McStay Investment Counsel, L.P., an
investment manager.
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2000

AIG purchased 90 percent of Pharaonic Insurance Company S.A.E., an Egyptian
non-life insurer.

2000

AIG acquired HSB Group, Inc., the parent company of Hartford Steam Boiler
Inspection and Insurance Company, a leading provider of specialty insurance
products, engineering services and management consulting to businesses, industries
and institutions.

2000

AIG acquired Hospital Plan Insurance Services, a United Kingdom direct
Marketer specializing in the marketing and administration of personal accident and
hospitalization plans.

2001

AIG acquired American General Corporation, a leader in the U.S. life insurance,
retirement savings and consumer markets.
AIG incurs $820 million losses from the terrorist attack on World Trade Center on
September 11, 2001.

2002

AIA received licenses in Beijing, Suzhou, Dongguan, and Jiangmen.

2003

AIG acquired GE Edison Life Insurance Company in Japan and GE's U.S.-based auto
and home insurance business.

2003

AIG entered into agreement with PICC Property and Casualty Company Limited to
develop the market for accident and health products through PICC's branch offices
throughout China.

2007

AIG acquired the balance of the outstanding shares of 21st Century Insurance Group

2008

AIG delisted from London, Paris and Swiss stock exchanges and was listed on the Irish
Stock Exchange

2008

AIG received an $85 billion two-year credit facility (Credit Facility) from the Federal
Reserve Bank of New York (FRBNY) in exchange for an agreement to issue Preferred
Stock with a right to vote approximately 79.9 percent of the voting power of AIG's
shareholders entitled to vote to a trust to be established for the benefit of the United
States Treasury.

2008

The United States Department of the Treasury (U.S. Treasury Department) purchased
4,000,000 shares of AIG's Series D Cumulative Preferred Stock and a Warrant to
purchase 53,798,766 shares of common stock for $40 billion, which proceeds were
used to repay borrowings under the Credit Facility, and the Credit Facility was reduced
to $60 billion but extended to a five-year facility.

2009

The U.S. Treasury Department exchanged AIG's Series D Preferred Stock for 400,000
shares of Series E Fixed Rate Non-Cumulative Preferred Perpetual Stock.

2009

The U.S. Treasury Department purchased 300,000 shares of AIG's Series F Fixed Rate
Non-Cumulative Perpetual Preferred Stock and a warrant to purchase 3,000 shares of
common stock pursuant to an agreement whereby the U.S. Treasury Department will
provide up to $29.835 billion in exchange for increases in the liquidation preference of
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Series F Preferred Stock.
2010

On October 29, AIG sold, in an initial public offering, approximately 67 percent of
AIA.

2010

On November 1, AIG completed the sale of ALICO to MetLife, Inc.

2010

On November 30, AIG completed the sale of 80 percent of its economic interest in
American General Finance, Inc.

2011

On January 14, AIG completed a series of integrated transactions to recapitalize AIG
with the U.S. Treasury Department, the FRBNY and the AIG Credit Facility Trust,
including the repayment of all amounts owed under the Credit Facility and the
termination of the Credit Facility; repayment and retirement of a portion of the
preferred interests in the ALICO and AIA SPVs and the transfer of the balance to the
U.S. Treasury Department; and exchange of the Preferred Stock held by the U.S.
Treasury Department and the AIG Credit Facility Trust for AIG common stock.

2011

On February 1, AIG completed the sale of AIG Star Life Insurance Co., Ltd and AIG
Edison Life Insurance Company to Prudential, Inc.

2011

On May 27, AIG and the U.S. Treasury Department, as selling shareholder, completed
a registered public offering of AIG common stock. AIG issued and sold 100 million
shares of AIG common stock for aggregate net proceeds of approximately $2.9 billion
and the U.S. Treasury Department sold 200 million shares of AIG common stock. As
a result of the sale of AIG common stock in this offering, the Series G drawdown right
was terminated, the Series G Preferred Stock was cancelled and the ownership by the
U.S. Treasury Department was reduced from approximately 92 percent to
approximately 77 percent of the AIG common stock outstanding after the completion
of the offering.

2011

On August 18, AIG completed the sale of Nan Shan Life Insurance Company, Ltd., to
a Taiwan based consortium.

2011

On November 14, AIG delisted from the Irish Stock Exchange.

2012

On March 5, AIG sold 1.72 billion ordinary shares of AIA for gross proceeds of
approximately $6 billion. AIG used approximately $5.6 billion of the proceeds of the
AIA sale to pay down a portion of the liquidation preference of the U.S. Treasury
Department’s preferred interests in AIA Aurora LLC (AIA SPV), which held the
common shares of AIA owed by AIG.

2012

On March 13, the U.S. Treasury Department completed a registered public offering of
AIG common stock, in which it sold 206,896,552 million shares of AIG common stock.
AIG did not receive any of the proceeds from the sale of the shares. AIG purchased
103,448,276 shares in the offering for an aggregate purchase amount of approximately
$3.0 billion. As a result of the U.S. Treasury Department’s sale of AIG common
stock and AIG’s purchase of shares in this offering, ownership by the U.S. Treasury
Department was further reduced from approximately 77 percent to approximately
70 percent of the AIG common stock outstanding after the completion of the offering.
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2012

On March 22, the AIA SPV made the final pay down of the liquidation preference of
approximately $1.5 billion of the U.S. Treasury Department’s AIA SPV preferred
interests, the AIA SPV preferred interests were retired, and the remaining liens on AIG
assets which had secured the pay down of the liquidation preference of the AIA SPV
preferred interests were released.

2012

On May 10, the U.S. Treasury Department completed a registered public offering of
AIG common stock, in which it sold 188,524,589 shares of AIG common stock. AIG
did not receive any of the proceeds from the sale of the shares. AIG purchased
65,573,770 shares in the offering for an aggregate purchase amount of approximate
$2.0 billion. As a result of the U.S. Treasury Department’s sale of AIG common
stock and AIG’s purchase of shares in this offering, ownership by the U.S. Treasury
Department was further reduced to approximately 61 percent of the AIG common
stock outstanding after the completion of the offering.

2012

On August 8, the U.S. Treasury Department completed a registered public offering of
AIG common stock, in which it sold 188,524,590 shares of AIG common stock. AIG
did not receive any of the proceeds from the sale of the shares. AIG purchased
98,360,656 shares in the offering for an aggregate purchase amount of approximate
$3.0 billion. As a result of the U.S. Treasury Department’s sale of AIG common
stock and AIG’s purchase of shares in this offering, ownership by the U.S. Treasury
Department was further reduced to approximately 53 percent of the AIG common
stock outstanding after the completion of the offering.

2012

On September 11, AIG sold approximately 591.9 million ordinary shares of AIA for
gross proceeds of approximately $2 billion.

2012

On September 14, the U.S. Treasury Department completed a registered public offering
of AIG common stock, in which it sold approximately 636.9 million shares of AIG
common stock. AIG did not receive any of the proceeds from the sale of the shares.
AIG purchased approximately 153.8 million shares in the offering for an aggregate
purchase amount of approximate $5.0 billion. As a result of the U.S. Treasury
Department’s sale of AIG common stock and AIG’s purchase of shares in this offering,
ownership by the U.S. Treasury Department was further reduced to approximately 15.9
percent of the AIG common stock outstanding after the completion of the offering.

2012

On December 3, AIG’s life and retirement business, AIG Life and Retirement,
announced that it acquired Woodbury Financial Services, Inc. from The Hartford.

2012

On December 9, AIG entered into an agreement with an investor group under which
AIG will sell up to a 90% stake in International Lease Finance Corporation (ILFC).
The investor group agreed to acquire 80.1% of ILFC, with an option to acquire an
additional 9.9% stake.

2012

On December 14, the U.S. Treasury Department completed a registered public offering
of AIG common stock, in which it sold approximately 234.2 million shares of AIG
common stock, the last of the Treasury’s remaining shares of AIG common stock.
AIG did not receive any of the proceeds from the sale of the shares.
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2012

On December 20, AIG sold approximately 1.65 billion ordinary shares of AIA for
gross proceeds of approximately $6.45 billion. This represented all of the remaining
AIA ordinary shares owned by AIG.

2013

On February 13, AIG entered into an agreement to purchase the balance of the shares
of AIG Israel Insurance Company Ltd., which will become a wholly-owned subsidiary
of AIG upon completion of the transaction.

2013

On March 1, AIG completed the repurchase of warrants issued to the U.S. Treasury
Department for a purchase price of approximately $25 million. The U.S. Treasury
Department no longer has any residual interest in AIG after AIG’s repurchase of these
warrants.

2013

On May 20, AIG agreed to invest approximately $92.5 million in a rights offering of
PICC Property and Casualty Company Limited (PICC P&C), a subsidiary of The
People’s Insurance Company (Group) of China Limited (PICC Group). Immediately
prior to and after the rights offering, AIG owned 9.9% of the shares of PICC P&C. In
December 2012, AIG had made a strategic investment in PICC Group.

2013

On May 29, AIG announced that it has entered into a joint venture agreement with
PICC Life Insurance Company Limited, a subsidiary of PICC Group, to form an
agency distribution company in China.

2013

On July 8, AIG received notice from the U.S. Treasury that the Financial Stability
Oversight Council made a final determination that AIG should be supervised by the
Board of Governors of the Federal Reserve System as a nonbank systemically
important financial institution. On July 18, the Financial Stability Board, in
consultation with the International Association of Insurance Supervisors and national
authorities, identified AIG as a global systemically important insurer

2013

On December 16, AIG and AIG Capital Corporation (Seller), a wholly-owned direct
subsidiary of AIG, entered into a definitive agreement with AerCap Holdings N.V. and
AerCap Ireland Limited (Purchaser), a wholly owned subsidiary of AerCap Holdings
N.V., to sell 100% of the common stock of ILFC by Seller to Purchaser. Prior to
entering into the agreement with AerCap, AIG terminated the previously announced
share purchase agreement with an investor group under which AIG would sell up to
90% of the common stock of ILFC.

2014

On May 14, AIG completed the sale of its 100% interest in ILFC to Purchaser, a
wholly owned subsidiary of AerCap Holdings N.V. (AerCap), in exchange for
consideration of $3.0 billion of cash and 97,560,976 newly issued AerCap common
shares.

2014

On December 31, AIG acquired Ageas Protect Limited from Ageas Group.

2015

On March 31, 2015, AIG acquired Laya Healthcare.

2015

On March 31, 2015, AIG acquired a controlling stake in NSM Insurance Group.
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<Activities in Japan>
Year

Major Events

1947

Japan branch of American International Underwriters Corporation, a New York
insurance agency (AIUC) was opened representing Pacific National Fire Insurance
Company to write insurance for the allied occupation forces.

1949

Pacific National withdrew from Japan and Hanover Insurance Company replaced it as
the entered company in Japan for AIU.

1950

AIU Trans Pacific was formed to write indigenous business in Japan.

1951

Japan branch of AIUC and AIU Trans Pacific combined to form American
International Underwriters Japan, Inc. (AIU Japan, Inc.), a Panama corporation.

1952

Acquisition of various parcels of real estate in Japan by AIU Japan, Inc.

1952

American International Assurance Company Limited received license to write
insurance in Japan.

1953

Acquisition of Chiyoda Building Company Ltd., now Chiyoda Consultants K.K.

1960

American Home Assurance Company received license to write insurance in Japan.

1963

American International Underwriters K.K. was formed to take over insurance
operations from AIU Japan, Inc. AIU Japan, Inc. was converted to hold real estate.

1972

American Life Insurance Company became first American life insurer to obtain Japan
license.

1974

AIU headquarters building completed in 1974.

1977

Hanover withdrew from Japan and AIU Insurance Company, a New York corporation,
replaced it as the entered company in Japan.

1978

American International Underwriters K.K. ceased to be a general insurance agent and
became a service company to insurance companies such as AIU Insurance Company,
American Home Assurance Company, American International Assurance Company,
Limited and American Life Insurance Company. Each insurance company operates
its insurance business independently instead of through a general insurance agent.

1987

AIG became listed on the Tokyo Stock Exchange.
AIG Financial Products commenced operations in Japan.
AIU Insurance Company, American Home Assurance Company and American
International Assurance Company, Limited do general insurance business such as
personal accident, medical, travel, automobile, fire, liability, crime and marine. Some
forms of personal accident insurance and property insurance licensed in Japan include
maturity refund type product.
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American Life Insurance Company does life insurance business including variable and
hospital benefit.
American International Underwriters K.K. provides the above stated insurance
companies with services such as data processing, mailing and purchasing. The
company owns 61 per cent share of the AIU headquarters building.
AIG commenced the operations of Japanese International Accident & Fire Insurance
Co., Ltd. which coordinates with Japan Travel Bureau, Inc. (JTB) in connection with
travel related insurance.
1997

American Home Assurance Company received a license to commence direct marketing
of auto insurance on a differentiated basis.

2001

AIG announced that the reorganization plan for the Chiyoda Mutual Life Insurance
Company had been approved by Japanese regulatory authorities and that Chiyoda has
become a joint stock company and commenced operations as AIG Star Life Insurance
Co., Ltd., a wholly owned subsidiary of AIG.

2003

AIG acquired GE Edison Life Insurance Company and changed name to AIG Edison
Life Insurance Company.

2006

AIG Star Life Insurance Co., Ltd. and AIG Edison Life Insurance Company reached an
agreement in May 2006 to merge.

2010

On November 1, AIG completed the sale of ALICO to MetLife, Inc.

2011

On February 1, AIG completed the sale of AIG Star Life Insurance Co., Ltd and
AIG Edison Life Insurance Company to Prudential, Inc.

2011

As of September 30, through a series of transactions, AIG owns 100% of Fuji Fire &
Marine Insurance Company, Limited.

2013

On July 16, AIG Japan Holdings KK and its wholly owned subsidiaries, AIU Insurance
Company, Ltd. (AIU) and The Fuji Fire and Marine Insurance Company, Limited
(FFM) announced that that they will begin preparations for the business integration of
AIU and FFM. The companies are planning for a merger of these two entities to take
place in the latter half of 2015 or later subject to regulatory approvals.

2014

AIG completed the integration of its Japan operations into a holding company structure
through the conversion of the American Home Assurance Company’s Japan branch to
a subsidiary of the Japan holding company, American Home Assurance Japan,
effective on April 1, 2014.
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4.
(1)

Parent Company and Subsidiaries

Parent Company

The Company does not have a Parent Company.
Please also see below V-1. "Shares" (5) "Principal Shareholders".
(2)

Consolidated Subsidiaries

①

Principal Insurance Company Subsidiaries (as of December 31, 2014) (1)

Company

Jurisdiction
of
Incorporation

Insurance
Business
Activities

Share
Capital
($ thousands)

American General Life Insurance Company

Texas

Life

$6,000

American Home Assurance Company

New York

General

$28,815

American Home Assurance Company, Ltd.

Japan

General

$304,919

National Union Fire Insurance Company of
Pittsburgh, Pa

Pennsylvania

General

$4,479

Lexington Insurance Company

Delaware

General

$6,719

United Guaranty Residential Insurance
Company (2)

North
Carolina

Mortgage
guaranty

$5,997

The United States Life Insurance Company
in the City of New York

New York

Life

$3,961

The Variable Annuity Life Insurance Company

Texas

Life

$3,575

The Fuji Fire and Marine Insurance Company,
Limited

Japan

General

$603,119

AIG Fuji Life Insurance Company Limited

Japan

Life

$158,293

AIG Asia Pacific Insurance, Pte, Ltd.

Singapore

General

$1,460,994

AIG Europe Limited

England

General

$301,862

Notes: (1) All subsidiaries are 100% owned the immediate parent unless otherwise indicated. (Percentages
include director's qualifying shares.)
(2) 75.03% owned. Also owned 24.97% by United Guaranty Residential Insurance Company of
North Carolina.
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②

Other Consolidated Subsidiaries (as of December 31, 2014) (1)(2)
Jurisdiction
of
Incorporation

Business
Activities

AIG Capital Corporation

Delaware

Financial Services

AIG Credit Corp.

Delaware

Financial Services

AIG Global Asset Management Holdings Corp.

Delaware

Financial Services

AIG Asset Management (Europe) Limited

England

Financial Services

AIG Asset Management (U.S.), LLC

Delaware

Financial Services

AIG Global Real Estate Investment Corp.

Delaware

Real Estate

Mt. Mansfield Company, Inc.

Vermont

Miscellaneous Noninsurance

AIG Federal Savings Bank

The United States

Banking

AIG Financial Products Corp.

Delaware

Financial Services

AIG-FP Matched Funding Corp.

Delaware

Financial Services

AIG Management France S.A. (3)

France

Financial Services

AIG Matched Funding Corp.

Delaware

Financial Services

AIG Funding, Inc.

Delaware

Financial Services

AIG Global Services, Inc.

New Hampshire

Miscellaneous Noninsurance

AIG Shared Services Corporation

New York

Miscellaneous Noninsurance

AIG Life Insurance Company (Switzerland) Ltd.

Switzerland

Insurance

AIG Markets, Inc.

Delaware

Financial Services

AIG Trading Group Inc.

Delaware

Financial Services

AIG International Inc.

Delaware

Financial Services

AIUH LLC

Delaware

Miscellaneous Noninsurance

AIG Property Casualty Inc.

Delaware

Miscellaneous Noninsurance

AIG Claims, Inc.

Delaware

Insurance Services

Health Direct, Inc.

Delaware

Insurance Services

AIG PC Global Services, Inc.

Delaware

Miscellaneous Noninsurance

AIG North America, Inc.

New York

Miscellaneous Noninsurance

AIG Property Casualty International, LLC

Delaware

Miscellaneous Noninsurance

AIG APAC HOLDINGS PTE. LTD.

Singapore

Miscellaneous Noninsurance

AIG Australia Limited

Australia

Insurance

AIG Insurance Hong Kong Limited

Hong Kong

Insurance

AIG Insurance New Zealand Limited

New Zealand

Insurance

AIG Malaysia Insurance Berhad

Malaysia

Insurance

AIG Philippines Insurance, Inc.

Philippines

Insurance

AIG Taiwan Insurance Co., Ltd.

Taiwan

Insurance

Vietnam

Insurance

Company

AIG Vietnam Insurance Company Limited
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PT AIG Insurance Indonesia (4)

Indonesia

Insurance

Thai CIT Holding Co., Ltd

Thailand

Miscellaneous Noninsurance

AIG Insurance (Thailand) Public Company Limited (5)

Thailand

Insurance

AIG Central Europe & CIS Insurance Holdings Corporation

Delaware

Insurance

UBB-AIG Insurance Company AD

Bulgaria

Insurance

AIG Egypt Insurance Company S.A.E.

Egypt

Insurance

AIG Europe Holdings Limited

England

Insurance

Ageas Protect Limited (6)

United Kingdom

Insurance

AIG Germany Holding GmbH

Germany

Miscellaneous Noninsurance

AIG Investments UK Limited

England

Insurance

AIG Israel Insurance Company Limited

Israel

Insurance

AIG Japan Holdings Kabushiki Kaisha

Japan

Insurance Services

AIU Insurance Company, Ltd.

Japan

Insurance

AIG MEA Holdings Limited

United Arab Emirates Miscellaneous Noninsurance

AIG CIS Investments, LLC

Russian Federation

Miscellaneous Noninsurance

AIG Insurance Company, CJSC

Russian Federation

Insurance

AIG Insurance Limited

Sri Lanka

Insurance

AIG Sigorta A.S.

Turkey

Insurance

Johannesburg Insurance Holdings (Proprietary) Limited

South Africa

Miscellaneous Noninsurance

AIG Life South Africa Limited

South Africa

Insurance

AIG South Africa Limited

South Africa

Insurance

Private Joint-Stock Company AIG Ukraine Insurance Company

Ukraine

Insurance

AIG PC European Insurance Investments Inc.

Delaware

Insurance Services

Ascot Corporate Name Limited

England

Insurance

AIU Insurance Company

New York

Insurance

AIG Insurance Company China Limited

China

Insurance

American International Overseas Limited

Bermuda

Insurance

AIG Chile Compania de Seguros Generales S.A.

Chile

Insurance

AIG Cyprus Limited

Cyprus

Insurance Services

AIG Seguros, El Salvador, Sociedad Anonima (7)

El Salvador

Insurance

AIG Vida, Sociedad Anonima, Seguros de Personas

El Salvador

Insurance

CHARTIS Takaful-Enaya B.S.C. (c)

Bahrain

Insurance

La Meridional Compania Argentina de Seguros S.A. (8)

Argentina

Insurance

American International Reinsurance Company, Ltd.

Bermuda

Reinsurance

Chartis Latin America Investments, LLC

Delaware

Miscellaneous Noninsurance

AIG Brazil Holding I, LLC

Delaware

Insurance Services

AIG Seguros Brasil S.A. (9)

Brazil

Insurance

AIG Insurance Company-Puerto Rico

Puerto Rico

Insurance
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AIG Latin America I.I.

Puerto Rico

Insurance

AIG Seguros Colombia S.A. (10)

Colombia

Insurance

AIG Seguros Guatemala, S.A.

Guatemala

Insurance

AIG Seguros Mexico, S.A. de C.V.

Mexico

Insurance

AIG Seguros Uruguay S.A.

Uruguay

Insurance

AIG Uganda Limited

Uganda

Insurance

American International Underwriters del Ecuador S.A.

Ecuador

Insurance Services

AIG-Metropolitana Cía de Seguros y Reaseguros S.A. (11)

Ecuador

Insurance

Inversiones Segucasai, C.A.

Venezuela

Miscellaneous Noninsurance

C.A. de Seguros American International

Venezuela

Insurance

Underwriters Adjustment Company, Inc. (Panama)

Panama

Insurance Services

AIG MEA Investments and Services, Inc.

Delaware

Miscellaneous Noninsurance

AIG Lebanon SAL

Lebanon

Insurance

AIG MEA Limited

United Arab
Emirates

Insurance

AIG Kenya Insurance Company Limited

Kenya

Insurance

CHARTIS Investment Holdings (Private) Limited

Sri Lanka

Miscellaneous Noninsurance

Chartis Kazakhstan Insurance Company Joint Stock Company

Kazakhstan

Insurance

AIG Travel, Inc.

Delaware

Insurance Services

AIG Travel Assist, Inc.

Delaware

Insurance Services

AIG Travel Asia Pacific Pte. Ltd.

Singapore

Insurance Services

AIG Travel EMEA Limited

England

Insurance Services

Travel Guard Americas LLC

Wisconsin

Insurance Services

AIG Travel Insurance Agency, Inc.

Texas

Insurance Services

Livetravel, Inc.

Wisconsin

Miscellaneous Noninsurance

Travel Guard Group Canada, Inc./

Canada

Insurance Services

Travel Guard Group, Inc.

Wisconsin

Insurance Services

WINGS International SAS

France

Miscellaneous Noninsurance

AIG Property Casualty U.S., Inc.

Delaware

Miscellaneous Noninsurance

AIG Aerospace Insurance Services, Inc.

Georgia

Insurance Services

AIG Assurance Company

Pennsylvania

Insurance

AIG Canada Holdings Inc.

Canada

Miscellaneous Noninsurance

AIG Insurance Company of Canada

Canada

Insurance

AIG Property Casualty Insurance Agency, Inc.

New Jersey

Insurance Services

AIG Property Casualty Company

Pennsylvania

Insurance

AIG Specialty Insurance Company

Illinois

Insurance

Commerce and Industry Insurance Company

New York

Insurance

Eaglestone Reinsurance Company

Pennsylvania

Insurance

Groupe Garde Voyage du Canada, Inc.
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Granite State Insurance Company

Illinois

Insurance

Illinois National Insurance Co.

Illinois

Insurance

Chartis Excess Limited

Ireland

Insurance

Morefar Marketing, Inc.

Delaware

Insurance Services

American International Overseas Association (12)

Bermuda

Insurance Services

American International Realty Corp. (13)

Delaware

Real Estate

National Union Fire Insurance Company of Vermont

Vermont

Insurance

Pine Street Real Estate Holdings Corp. (14)

New Hampshire

Real Estate

New Hampshire Insurance Company

Illinois

Insurance

New Hampshire Insurance Services, Inc.

New Hampshire

Insurance Services

Risk Specialists Companies, Inc.

Delaware

Insurance Services

Risk Specialists Companies Insurance Agency, Inc.

Massachusetts

Insurance Services

Agency Management Corporation

Louisiana

Insurance Services

The Gulf Agency, Inc.

Alabama

Insurance Services

Design Professionals Association Risk Purchasing Group, Inc.

Illinois

Insurance Services

The Insurance Company of the State of Pennsylvania

Pennsylvania

Insurance

AM Holdings LLC

Delaware

Miscellaneous Noninsurance

American Security Life Insurance Company Limited

Liechtenstein

Insurance

Chartis Azerbaijan Insurance Company Open Joint Stock Company

Azerbaijan

Insurance

Maiden Lane III LLC

Delaware

Investment and/or Fund

MG Reinsurance Limited

Vermont

Reinsurance

SAFG Retirement Services, Inc.

Delaware

Insurance

AIG Life Holdings, Inc.

Texas

Miscellaneous Noninsurance

AGC Life Insurance Company

Missouri

Insurance

AIG Life of Bermuda, Ltd.

Bermuda

Insurance

AIG Advisor Group, Inc.

Maryland

Financial Services

Financial Service Corporation

Georgia

Financial Services

FSC Securities Corporation

Delaware

Financial Services

Royal Alliance Associates, Inc.

Delaware

Financial Services

SagePoint Financial, Inc.

Delaware

Financial Services

Woodbury Financial Services, Inc.

Minnesota

Financial Services

SunAmerica Asset Management, LLC

Delaware

Financial Services

Valic Retirement Services Company

Texas

Financial Services

SunAmerica Life Reinsurance Company

Missouri

Insurance

United Guaranty Corporation

North Carolina

Insurance

AIG United Guaranty Agenzia di Assicurazione S.R.L.

Italy

Insurance Services

AIG United Guaranty Insurance (Asia) Limited

Hong Kong

Insurance

AIG United Guaranty Mexico, S.A. (15)

Mexico

Insurance
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AIG United Guaranty Re Limited

Ireland

Reinsurance

United Guaranty Insurance Company

North Carolina

Insurance

United Guaranty Mortgage Insurance Company

North Carolina

Insurance

United Guaranty Mortgage Insurance Company of North Carolina

North Carolina

Insurance

United Guaranty Partners Insurance Company

Vermont

Insurance

United Guaranty Commercial Insurance Company of North Carolina

North Carolina

Insurance

United Guaranty Credit Insurance Company

North Carolina

Insurance

United Guaranty Mortgage Indemnity Company

North Carolina

Insurance

United Guaranty Residential Insurance Company of North Carolina

North Carolina

Insurance

United Guaranty Services, Inc.

North Carolina

Insurance Services

Notes:
(1)
(2)

(3)

(4)
(5)
(6)
(7)
(8)
(9)
(10)

(11)
(12)
(13)

(14)

(15)

Percentages include directors' qualifying shares.
Substantially all subsidiaries listed are consolidated in the accompanying financial statements.
Certain subsidiaries have been omitted from the tabulation. The omitted subsidiaries, when
considered in the aggregate, do not constitute a significant subsidiary.
89.999986 percent owned. Also owned 10 percent by AIG Matched Funding Corp.,
0.0000047 percent by AIG-FP Capital Preservation Corp., 0.000002 percent by AIG-FP
Pinestead Holdings Corp., and 0.000002 percent by AIG-FP Matched Funding Corp.
61.21 percent owned. Also owned 38.79 percent by PT Tiara Citra Cemerlang.
51 percent owned. Also owned 48.987 percent by AIG Asia Pacific Insurance Pte. Ltd.
Entity acquired December 31, 2014. Name changed to AIG Life Limited on January 1, 2015.
99.99 percent owned. Also owned 0.01 percent by Chartis Latin America Investments, LLC.
95.43 percent owned. Also owned 4.57 percent by AIG Global Management Company Ltd.
99.01 percent owned. Also owned 0.99 percent by AIG Brazil Holding II, LLC.
94 percent owned. Also owned 3.70 percent by AIG Insurance Company-Puerto Rico, 0.8
percent by AIG Property Casualty International, LLC, 0.8 percent by Chartis Foreign Subsidiary
Holdings, LLC, and 0.7 percent by AIG Insurance Agency Inc. - Puerto Rico
32.058971 percent owned. Also owned 19.72 percent by Chartis Latin America Investments,
LLC.
78 percent owned. Also owned 12 percent by New Hampshire Insurance Company and 10
percent by American Home Assurance Company.
53.11 percent owned. Also owned 31.47 percent by American Home Assurance Company,
5.75 percent by AIU Insurance Company, 5.05 percent by Commerce and Industry Insurance
Company, 1.67 percent by Lexington Insurance Company, 1.62 percent by AIG Property
Casualty Company, 0.73 percent by Illinois National Insurance Company, and 0.6 percent by
Granite State Insurance Company.
53.12 percent owned. Also owned 31.47 percent by American Home Assurance Company,
5.75 percent by AIU Insurance Company, 5.05 percent by Commerce and Industry Insurance
Company, 1.67 percent by Lexington Insurance Company, 1.61 percent by AIG Property
Casualty Company, 0.73 percent by Illinois National Insurance Company, and 0.6 percent by
Granite State Insurance Company.
99.999999 percent owned. Also owned 0.000001 percent by United Guaranty Services, Inc.
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III.

DESCRIPTION OF BUSINESS OPERATIONS
5.

Material Contracts

(1) AIG COMPLETES SALE OF INTERNATIONAL
CORPORATION TO AERCAP HOLDINGS N.V.

LEASE

FINANCE

AIG announced on May 14, 2014 that it has completed the sale of its 100% interest in
International Lease Finance Corporation (ILFC) to AerCap Holdings N.V. (NYSE: AER) in
exchange for consideration of $3.0 billion of cash and 97,560,976 newly issued AerCap
common shares. The total value of the consideration is approximately U.S. $7.6 billion
based on AerCap’s closing price per share of $47.01 on May 13, 2014. The AerCap common
shares received by AIG represent an approximately 46% stake in AerCap and are subject to
transfer restrictions as set forth in the Stockholders’ Agreement and Registration Rights
Agreement between AIG and AerCap. The transaction marks the last major disposition of
AIG’s non-core assets.
(2) AIG ANNOUNCES AMENDED AND RESTATED BANK FACILITY
On June 19, 2014, AIG entered into the Second Amended and Restated Credit Agreement (the
“Second Amended Credit Agreement”) among AIG, the subsidiary borrowers party thereto, the
lenders party thereto, JPMorgan Chase Bank, N.A. (“JPMorgan”), as Administrative Agent, and
each Several L/C Agent party thereto, which amends and restates AIG’s First Amended and
Restated Credit Agreement, dated as of October 5, 2012 (the “First Amended Credit
Agreement”), among AIG, the subsidiary borrowers party thereto, the lenders party thereto,
JPMorgan, as Administrative Agent, and each Several L/C Agent party thereto.
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7.

Analysis of Financial Condition, Operating Results and Cash Flow Situation

TO OUR SHAREHOLDERS,
Transition and transformation: This was 2014.
Value and sustainability: This is 2015 and looking toward the future.
AIG aspires to be the world’s most valued insurer to clients, investors, employees, and the
broader society. This means that we take the longer view – balancing our pursuit of
sustainable performance with meaningful improvements to our performance in the short term.
The changes we are making, to our organization and to our mind-set, will help us realize
both.
Honoring Bob Benmosche’s Legacy
A review of AIG in 2014 can start in only one place – with our enormous gratitude to Bob
Benmosche, who passed away in February 2015, having retired as AIG President and CEO in
September 2014.
Bob led AIG during one of the most tumultuous periods for both our company and the global
economy. AIG today can look forward because of Bob’s vision and perseverance. Under his
leadership, AIG made America whole on its more than $182 billion in financial support, plus
a profit of nearly $23 billion. Equally important, Bob and our Board ensured AIG’s continued
viability by refocusing the company on its insurance roots and positioning us to take on future
challenges.
Bob inspired us with his courage, integrity, and commitment. He made us a stronger, smarter,
and more focused company – a company that combines historical strengths with the increased
wisdom that follows from overcoming unprecedented challenges together. His legacy to our
clients, our employees, and you, our shareholders, is a company empowered to lead in the
insurance industry for years to come. For this, we are forever grateful.
Maximizing Our Value
In my first letter to you as CEO, I will review the progress we’ve made since I was given the
opportunity to lead AIG in September, and will set out my plans for building on that
foundation.
One of the enduring lessons of AIG’s history is the importance of balancing growth,
profitability, and risk to maximize our company’s intrinsic value. There are many ways for
companies to deliver impressive short-term profits and market value. Yet our experience has
shown that in the long term, companies often jeopardize their ability to deliver consistent
growth when they take on excessive risk and postpone much-needed investments. Market
value can over- or undershoot intrinsic value, so we choose intrinsic value as our true north.
We recognize that AIG will perform its best when we focus on two goals: honoring our
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commitments to clients, and acting as a responsible steward of our shareholders’ capital by
analyzing opportunities in light of their ability to deliver profitable growth at an appropriate
level of risk.
As we focus on delivering that balanced mix of growth, profitability, and risk, we recently
announced three financial targets through 2017:
Growth of at least 10 percent a year in the company’s book value per share, excluding
accumulated other comprehensive income (AOCI) and tax attribute deferred tax assets
(DTA).
A reduction in net general operating expense (GOE) of 3 to 5 percent a year.
An increase in normalized return on equity of at least 50 basis points a year, excluding
AOCI and DTA.
Achieving these targets means working diligently to improve and sustain profitability,
manage risk, and return excess capital.
Last year, we made progress toward these financial objectives. For the full year, we:
Grew book value per share, excluding AOCI and DTA, by 12 percent.
Reduced our net GOE by 3.5 percent through disciplined cost management.
Increased shareholders’ equity 6.4 percent to $106.9 billion.
Achieved a normalized return on equity, excluding AOCI and DTA, of 7.4 percent,
reflecting nearly 5 percent in core insurance pre-tax operating income growth and
improved capital efficiencies.
Managing our business to maximize intrinsic value in a sustainable way means resisting the
urge to blindly pursue market share and sales volume, and instead growing the best-quality
business where we are – or have the potential to be – a market leader. It means not being
distracted by normal quarterly fluctuations in earnings per share, and instead patiently
working to deliver growth in book value per share. Through this continued discipline, we will
be able to consistently deliver value to our clients and shareholders.
The core elements of our plan to achieve this are:
Managing capital in a way that limits our risks while maximizing returns to
shareholders.
Enhancing our operating model, so we can efficiently deploy our human and
technology resources in ways that heighten our ability to make the smartest
underwriting decisions while consistently delivering the best results for our clients.
Investing in our infrastructure, ensuring that our company stays competitive in a world
of constant technological and market innovation.
Managing Your Capital Wisely
In 2014, we continued to make progress deploying capital to enhance long-term returns, while
prudently managing our liquidity and capital risks. We did this by:
Completing $4.9 billion in share repurchases.
Strengthening the financial flexibility of AIG Parent with distributions of $10.4 billion
from our insurance companies.
33

Reducing our overall debt by approximately $10.5 billion.
Pursuing strategic, complementary acquisition opportunities.
Continuing our liability management initiatives, we’ve taken advantage of opportunities to
buy back high-cost, illiquid debt and replace it with new, more liquid debt at lower yields.
Since early 2012, our credit spreads have narrowed hundreds of basis points, reflecting the
investment community’s acknowledgment of AIG’s improved risk profile. The rating
agencies have also recognized our restructuring and deleveraging efforts. Moody’s and S&P
have our ratings on stable outlook, and Fitch recently revised our outlook from stable to
positive, citing improvement in our capital position and debt servicing capabilities.
Managing the company to intrinsic value extends from how we price the liabilities generated
by our businesses to the way we invest the float generated by premiums. We are therefore
evaluating how to enhance the total return on the investments in our general account, rather
than focusing primarily on net investment income. While we prioritize organic growth in
making decisions about where we can most effectively deploy your capital, we also
continuously evaluate acquisition opportunities across the globe that align with our strategic
direction, provide capabilities that support our business priorities, and produce attractive
financial returns.
We see opportunities to grow our core businesses profitably by focusing on delivering value
to our clients. In our Commercial Insurance business, for example, we’ve invested in our
engineers, helping us grow in markets where relatively few competitors have the dedicated
industry expertise our clients need. From cyber-risk insurance to crisis management and
environmental consulting, our innovative offerings and investments in loss control services
are increasingly differentiating AIG and opening up new avenues to expand client
relationships. And to extend our advantage in the multinational segment, we are investing in
improved multicountry service platforms and better consulting tools.
We have a number of conduits for organic growth. We currently insure 99.6 percent of the
Fortune 500 companies and see an opportunity to increase the proportion of these clients for
whom we are their lead insurer. In Consumer Insurance, we are also applying our capabilities
to reduce people’s fear of outliving their savings, endemic in aging populations in a number
of large economies. We are optimistic about the demand for insurance in India and China, and
are well positioned to collaborate with our long-standing partners Tata Group and People’s
Insurance Company of China.
Also in Consumer Insurance, our acquisition of London-based Ageas Protect Limited will
strengthen our profile in the UK. Already in 2015, we announced the acquisition of Laya
Healthcare, Ireland’s second-largest health insurance provider, which will give us nearly
500,000 additional clients and new capabilities in the health insurance area, where we see
substantial opportunities around the world. Growing our company is one aspect of
value-based management. Running AIG according to these principles also means that, where
our current products, services, and offerings do not support our strategic and financial goals,
we will look for ways to redeploy capital or return it to you.
The unwinding of the Direct Investment book (DIB) portfolio and the systematic settlement
of the Runoff insurance lines are examples of this.
Creating Value Beyond the Sum of the Parts
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Our recent history has also taught us that complexity jeopardizes long-term shareholder value
by increasing cost, risk, and the time it takes to reach and implement decisions, while
reducing accountability. So a key element of our plan is further simplifying AIG’s business
and operating models, and creating structures that promote clear accountability.
As I said earlier, delaying investment in infrastructure is not a sustainable option compatible
with long-term shareholder value. Failure to invest deprives our employees of the tools
needed to properly measure risk, evaluate business opportunity, and deliver best-in-class
service to our clients in an increasingly competitive marketplace. Consequently, we continue
to invest in our IT infrastructure, Science, and Compliance functions. These investments are
incorporated into our financial target to reduce GOE by 3 to 5 percent a year.
From a conglomerate of businesses, largely operated as silos, to a core group of insurance
businesses run by a central leadership team, AIG has greatly simplified and de-risked its
structure over the past several years. After becoming CEO in September, I further refocused
AIG’s businesses and aligned them by clients served – Commercial and Consumer – rather
than by products offered.
I also launched a comprehensive look at how we can enhance our decision making at AIG by
leveraging our unparalleled strategic data assets to make the most informed business
decisions, and by improving our employees’ ability to act quickly to advance the interests of
our clients and shareholders.
We can now focus more strategically and diligently on serving our clients and delivering what
they value most in the quickest and most efficient way.
Our simplified business model preserves the benefits of scale and diversification, which
distinguish us from our peers, and better enables us to deliver sustainable value to
shareholders at an appropriate risk level by:
Balancing risk across products, geographies, and clients, and promoting overall credit
strength.
Enabling more dynamic allocation of capital while minimizing friction costs.
Positioning us to better absorb the growing costs of compliance, risk management,
and investment in technology.
Enabling us to use our valuable $16 billion in net operating loss and foreign tax credit
carryforwards to offset future taxable income and tax liabilities.
As we sculpt the future AIG, we will implement initiatives including:
Applying science to better price and select risk through enhanced data, analytics, and
evidence-based decision making, to deliver superior risk-adjusted returns.
Making necessary investments in IT, including new global claims and underwriting
platforms, and improved global call center and exposure analysis resources, to deliver
firstclass client service and decrease our loss ratio.
Reducing costs and deploying capital more efficiently by integrating our Japanese
businesses and building a new distribution platform for our Japanese agency network.
Floating or selling businesses that lack current or realizable potential synergy with our
core operations.
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AIG’s diversified status, and thus our ability to be taxed as a Life and Non-Life company,
enables us to use our valuable net operating loss and foreign tax credit carryforwards to offset
future taxable income and tax liabilities. Changes to AIG’s diversified corporate structure
would significantly reduce our ability to use our valuable tax assets, and the company would
forfeit a significant economic benefit.
AIG Employees: Driving Everything We Do
I’ve set out an ambitious plan for 2015 and beyond. This plan will require discipline, focus,
and a willingness to continuously revisit and enhance the way we work so that we stay
competitive in an ever-changing and ever-challenging marketplace.
Our 65,000 employees are up to the task. The professionals who brought AIG through
unparalleled challenge continue to deliver industry-leading service to our clients. Those who
have joined AIG more recently bring new insights and experiences for us to advance our
business.
Our employees are the source of our clients’ trust – whether in new and growing relationships,
or those established over decades. They are building on that deep level of client engagement,
taking an increasingly integrated approach to the client experience.
Within the insurance industry, AIG’s talent differentiates us, with our professionals being
recognized as industry leaders around the world. We will continue to invest in individuals but
are increasing our emphasis on building teams that bring the full scale, breadth of capability,
and diversity of perspective to clients.
This is a new chapter for AIG. In this letter, I’ve set out goals – and I’m accountable to you
for them. With the industry’s best team, I’m confident that together we’ll achieve or exceed
them.
Bring on tomorrow
Peter D. Hancock
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V.

MATTERS CONCERNING THE REPORTING COMPANY
1.

Shares

(1) Number of Shares etc.
① Number of Shares
(As of December 31, 2014)

Common Stock

Number of
Authorized Shares

Number of Shares
Issued

Number of Shares available for
issue

5,000,000,000

1,906,671,492

3,093,328,508

② Details of the Issued Shares
(As of December 31, 2014)
Registered or
Bearer;
Par Value or No
Par Value

Class

Registered Par
Value of $2.50

Common Stock

Issued Number of Shares
1,906,671,492

Name of Stock
Exchanges on
Which Shares are
Listed

Details

New York, Tokyo

One vote per share
(1)

Total
1,906,671,492
Note (1): As of December 31, 2014, 530,744,521 shares were held by AIG as treasury shares, which shares do
not vote.
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(3) Changes in Total Number of Issued Shares and Amount of Capital
(Common Stock)
Total Number of Issued Shares

Amount of Capital ($ millions)

Date of Change
Increase/Decrease

Balance

Increase/Decrease

Balance

0

141,732,263

0

354

November 23, 2010 (1)

4,881,667

146,613,930

12.2

366.5

December 31, 2010 (2)

510,137

147,124,067

1.3

368

January 14, 2011 (3)

1,655,038,683

1,802,162,750

4,137

4,505

March 31, 2011 (4)

1,218,045

1,803,380,795

3

4,508

May 2, 2011 (5)

1,202,139

1,804,582,934

3

4,511

May 27, 2011(6)

100,000,000

1,904,582,934

250

4,761

June 30, 2011 (7)

50,013

1,904,632,947

0

4,761

December 31, 2009
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September 30, 2011(8)

1,249,260

1,905,882,207

3

4,764

December 31, 2011 (9)

685,892

1,906,568,099

2

4,766

March 31, 2012 (10)

46,453

1,906,614,552

0

4,766

June 30, 2012 (11)

(1,886)

1,906,612,666

0

4,766

(986)

1,906,611,680

0

4,766

616

1,906,612,296

0(14)

4,766

June 30, 2013 (15)

1,476

1,906,613,772

0(14)

4,766

September 30, 2013 (16)

19,657

1,906,633,429

0(14)

4,766

December 31, 2013 (17)

12,260

1,906,645,689

0(14)

4,766

March 31, 2014 (18)

9,951

1,906,655,640

0(14)

4,766

December 31, 2012 (12)

March 31, 2013 (13)
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June 30, 2014 (19)

6,922

1,906,662,562

0(14)

4,766

September 30, 2014 (20)

8,930

1,906,671,492

0(14)

4,766

0

1,906,671,492

0

4,766

December 31, 2014

Note (1): Increase due to the exchange offer of AIG's Corporate Units with AIG's Common Stock and certain amount of cash. As disclosed in Form 10-K, “AIG exchanged 49,474,600 of its
Equity Units for 4,881,667 shares of AIG Common Stock plus $162 million in cash.”
Note (2): We have a net increase of 510,137 shares for 2010 due to issuance of common stock to employees under various stock plans and stock salary for CEO.
Note (3): Increase due to the exchange of Series C Preferred Stock held 100% by AIG Credit Facility Trust, Series E Preferred Stock and Series F Preferred Stock held 100% by the United
States Treasury Department with AIG common Stock as part of the Recapitalization of AIG on January 14, 2011.
Note (4): Primarily consist of 1,202,139 shares issued for Equity Units exchange on February 15, 2011. The rest are issuances for various stock compensation plans.
Note (5): On May 2, 2011, AIG issued 1,202,139 shares of AIG Common Stock in settlement of equity unit stock purchase contracts.
Note (6): On May 27, 2011, AIG completed a public offering of AIG Common Stock and issued 100,000,000 shares of AIG Common Stock.
Note (7): Throughout the second quarter of 2011, primarily stock salary.
Note (8): Changes in issued shares resulted from the following: 1,202,139 shares for Equity units exchange; 42,922 shares for Stock salary (CEO Restricted Stock); 3,983 shares for vesting of
employee compensation; and 216 shares for warrant exchange.
Note (9): Changes in issued shares due to issuance of AIG's common stock to employees under various stock plans, and 13 shares for warrant exchange.
Note (10): Issued pursuant to employee compensation plans, including primarily the 2006 Partners Plan, the Deferred Compensation Profit Participation Plan and Stock Salary issued under the
2010 Stock Incentive Plan.
Note (11): Decrease of 1,886 shares was due to cancellation of shares from various plans
Note (12): Decrease due to the cancellation of 28 shares under various plans, write off of 199 shares and escheatment of 770 employee shares. Increase of 11 shares for warrant exchange.
Note (13): Increase due to warrant exercises.
Note (14): This amount slightly increased. However, the amount rounds down to “0” when reported in millions.
Note (15): Primarily issued in connection with warrant exercises. Cancellation of 15 shares that were issued under 2007 Restricted Stock Unit Plan.
Note (16): Increase due to warrant exercises.
Note (17): Increase due to warrant exercises.
Note (18): Increase due to warrant exercises.
Note (19): Increase due to warrant exercises.
Note (20): Increase due to warrant exercises.
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(Stock Option and Share Warrant)
(As of December 31, 2014)
(1)
Stock Options (Note (1))
①
Balance of the stock options available for issuance: 202,275
②
Issue price per share on the exercise of such stock options: $ 1,037.74 (weighted average exercise price)
③
Amount of recapitalization based on such stock options: N/A (Note (2))
Note (1): The option total is as of December 31, 2014.
Note (2): These options will not be exercised.
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(4) Distribution of Stocks by Owners
Distribution of Common Stock by Owners (As of December 31, 2014)
No. of
Shareholders

No. of Shares Issued
(1)(2)

Percentage

31,373

2,036,471

0.11%

16

1,373,932,227

72.06%

128

812,664

0.04%

Other

69

529,890,130

27.79%

Totals

31,586

1,906,671,492

100%

Individuals
Nominees and
Brokers

Institutions

Other

Notes: (1)
(2)

The number of shares is based upon information from AIG's transfer agent and may not
reflect reconciliations necessary to show outstanding shares.
Only the Common Stock are the registered stocks having voting rights as of December 31,
2014.
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(5) Principal Shareholders (As of December 31, 2014)
(Common Stock)

Name and Address

Number of Shares Held (A)

Ratio of (A) to the Total
Number of Issued Shares
(%)

Cede & Co.

1,373,864,560

72.1%

1,373,864,560

72.1%

Box 20, Bowling Green Station,
New York, NY 10274
Total
Notes: (1)
(2)
(3)
(4)

Based on information from AIG’s transfer agent, no other shareholders in the table above
hold 1% or more of AIG's issued shares.
The number of shares held is based upon information from AIG's transfer agent.
Cede & Co. is a nominee and does not exercise any voting right for its own benefit.
A Schedule 13G/A filed on February 9, 2015 reports aggregate ownership of
87,211,630 shares, or approximately 6.2 percent (based on the AIG Common Stock
outstanding) of AIG Common Stock as of December 31, 2014, by various subsidiaries of
Blackrock, Inc.
A Schedule 13G/A filed on February 17, 2015 reports aggregate ownership of 75,755,659
shares, or approximately 5.3 percent (based on the AIG Common Stock outstanding, as
adjusted to reflect the warrants owned), of AIG Common Stock and warrants (51,283,896
shares plus 24,471,763 warrants) as of December 31, 2014, including securities
beneficially owned, in the aggregate, by Bruce R. Berkowitz and various investment
vehicles managed by Fairholme Capital Management, L.L.C.
A Schedule 13G filed on February 11, 2015 reports aggregate ownership of 71,820,823
shares, or approximately 5.1 percent (based on the AIG Common Stock outstanding) of
AIG Common Stock as of December 31, 2014, by The Vanguard Group, Inc. and various
subsidiaries thereof.
The calculation of ownership interest for purposes of the AIG Tax Asset Protection Plan
and Article 13 of our Amended and Restated Certificate of Incorporation is different than
beneficial ownership for Schedule 13G. The shares beneficially owned by Fairholme
Capital Management, L.L.C., Mr. Bruce Berkowitz, various subsidiaries of Blackrock,
Inc. and various subsidiaries of The Vanguard Group, Inc. may be contained within the
total number of share held by the Cede & Co.
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2.

Dividend Policy

On February 12, 2015, our Board of Directors declared a cash dividend on AIG
Common Stock of $0.125 per share, payable on March 26, 2015 to shareholders
of record on March 12, 2015.
On November 3, 2014, our Board of Directors declared a cash dividend on AIG
Common Stock of $0.125 per share, payable on December 18, 2014 to
shareholders of record on December 4, 2014. On August 4, 2014, our Board of
Directors declared a cash dividend on AIG Common Stock of $0.125 per share,
payable on September 25, 2014 to shareholders of record on September 11, 2014.
On May 5, 2014, our Board of Directors declared a cash dividend on AIG
Common Stock of $0.125 per share, payable on June 24, 2014 to shareholders of
record on June 10, 2014. On February 13, 2014, AIG declared a quarterly cash
dividend on the common stock of $0.125 per share for the record date of March
11, 2014.
In 2013, AIG declared a quarterly cash dividend on the common stock of $0.10
per share for record dates of September 12, 2013 and December 5, 2013, and the
total dividend for the year was $0.20 per share.
Payment of future dividends to AIG’s shareholders depends in part on the
regulatory framework that AIG is currently subject to and that will ultimately be
applicable to AIG, including as a nonbank systemically important financial
institution under the Dodd-Frank Wall Street Reform and Consumer Protection
Act and a global systemically important insurer. In addition, dividends are
payable on the common stock only when, as and if declared by the Board of
Directors in its discretion, from funds legally available therefor.
On January 19, 2011, AIG issued to the holders of record of AIG Common Stock
on January 13, 2011, by means of a dividend, ten year warrants to purchase a
total of up to 75 million shares of AIG Common Stock at an exercise price of
$45.00 per share.
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3.
(1)

Trends in Stock Prices

Years ended December 31

The following table shows high and low prices of AIG Common Stock on the New York
Stock Exchange for the period indicated.
2014

2013

2012

2011

2010

High

$56.51

$52.30

$37.21

$61.18

$59.38

Low

$46.88

$34.84

$23.54

$20.07

$22.16

Note:

The above table is based on the Composite Tape of the New York Stock Exchange where AIG
Common Stock is traded.

The following table shows high and low prices of AIG Common Stock on the Tokyo Stock
Exchange for the period indicated.

(2)

2014

2013

2012

2011

2010

High

¥6,860

¥5,400

¥3,030

¥5,090

¥4,905

Low

¥4,705

¥3,060

¥1,805

¥1,532

¥1,980

6 months ended December 31, 2014

Closing Sales Composite
The following table shows high and low prices of AIG Common Stock on the New York
Stock Exchange for the period indicated.

Note:

July

Aug.

Sep.

Oct.

Nov.

Dec.

High

$55.64

$56.16

$56.33

$53.57

$55.10

$56.51

Low

$51.98

$52.05

$54.02

$49.40

$53.40

$52.88

The above table is based on the Composite Tape of the New York Stock Exchange where AIG
Common Stock is traded.

The following table shows high and low prices of trading of AIG Common Stock on the
Tokyo Stock Exchange for the period indicated.
July

Aug.

Sep.

Oct.

Nov.

Dec.

High

¥5,800

¥5,810

¥6,200

¥6,000

¥6,570

¥6,860

Low

¥5,330

¥5,260

¥5,730

¥5,130

¥6,020

¥6,130
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4.

Directors and Officers

Set forth below is certain information concerning the directors and executive officers of
AIG as of March 30, 2015. There are no other family relationships between any of such
officers or any of AIG's directors nor are there any arrangements or understandings
between any director or officer and any other person pursuant to which the director or
officer was elected to such position.
All directors are elected at the annual meeting of shareholders for one year term. All
executive officers are elected to one year terms, expiring in May of each year, but serve
at the pleasure of the Board of Directors.
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(1)

Directors (As of March 30, 2015)
Share
Name

Age

Ownership

Personal History

(Note)

Peter D. Hancock

56

President and Chief Executive Officer, AIG
50,032

Director since 2014
Former Chairman and Chief Executive Officer of
Granite Broadcasting Corporation

W. Don Cornwell

67

10,777

Director of Avon Products, Inc. and Pfizer, Inc.
Director since 2011

Peter R. Fisher

58

6,605

Senior Fellow at the Center for Global Business
and Government, and Senior Lecturer, at the
Tuck School of Business at Dartmouth College;
Former Head of Fixed Income Portfolio
Management of BlackRock, Inc.
Director since 2014
Former Secretary
Association

John H. Fitzpatrick

58

7,197

General

of

the

Geneva

Former Chief Financial Officer, Head of the Life
and Health Reinsurance Business Group and Head
of Financial Services of Swiss Re
Director since 2011
Former Chief Executive Officer of Nationwide
Insurance

William G. Jurgensen

63

18,883

Director of ConAgra Foods, Inc.
Director since 2013
Independent Consultant and former National
Partner in charge of Financial Services of KPMG
LLP

Christopher S. Lynch

57

11,591

Director of the Federal Home Loan Mortgage
Corporation
Director since 2009
Former Chairman of the Board, President and
Chief Executive Officer, Sears, Roebuck and Co.

Arthur C. Martinez

75

8,421

Director of Abercrombie & Fitch Co., HSN, Inc.,
International Flavors & Fragrances Inc.
Director since 2009

47

Chairman Emeritus of Chester Engineers, Inc.;
Former President and Chief Executive Officer,
WQED Multimedia
George L. Miles, Jr.

73

9,019

Director of HFF, Inc., Harley-Davidson, Inc. and
EQT Corporation
Director since 2005
Chairman of Marblegate Asset Management, LLC;
Former Chairman and Managing Director, Miller
Buckfire & Co., LLC

Henry S. Miller

69

8,421

Director of The Interpublic Group of Companies,
Inc.
Director since 2010
Former Chief Executive Officer of Hawker
Beechcraft, Inc.; Former Executive Chairman of
Delphi Corporation

Robert S. Miller

73

8,421

Director of Symantec Corporation, The Dow
Chemical Company and WL Ross Holding Corp.
Director since 2009
Former Vice Chairman of The Goldman Sachs
Group, Inc.

Suzanne Nora Johnson

57

11,549

Director of Intuit Inc., Pfizer Inc. and Visa Inc.
Director since 2008

Ronald A. Rittenmeyer

67

8,421

Former Chairman, President and Chief Executive
Officer of Expert Global Solutions, Inc.; Former
Chairman, Chief Executive Officer and President,
Electronic Data Systems Corporation
Director of IMS Health Holdings, Inc. and Tenet
Healthcare Corporation
Director since 2010
Former President and Chief Executive Officer,
Northwest Airlines Corporation

Douglas M. Steenland

63

8,421

Director of Hilton Worldwide Holdings Inc. and
Travelport Limited
Director since 2009

Theresa M. Stone

70

8,917

Former Executive Vice President and Treasurer of
the Massachusetts Institute of Technology; Former
Executive Vice President and Chief Financial
Officer of Jefferson-Pilot Corporation; Former
President of Chubb Life Insurance Company
Director since 2013

Note:

Shares of AIG Common Stock beneficially owned as of March 30, 2015. Amount of equity securities shown
includes shares of AIG Common Stock subject to options and warrants which may be exercised within 60
days and deferred stock units held by directors and deliverable upon retirement from the Board.
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(2)

Executive Officers (as of March 30, 2015)

As of March 31, 2015, the following persons were executive officers of AIG.
Served as
Director or
Officer Since

Age

Share
Ownership (Note)

1992

62

42,571

2013

51

27,985

2014

56

0

Peter D. Hancock
President, Chief Executive Officer and Director

2010

56

50,032

David L. Herzog
Executive Vice President and Chief Financial Officer

2005

55

6,322

Kevin T. Hogan
Executive Vice President – Consumer

2013

52

54

2010

48

868

Ronald E. Martinez, Jr
Executive Vice President – Claims and Operations

2014

46

20,449

Thomas A. Russo
Executive Vice President and General Counsel

2010

71

37,939

Siddhartha Sankaran
Executive Vice President and Chief Risk Officer

2010

37

47,159

Name and Office
William N. Dooley
Executive Vice President － Investments
John Q. Doyle
Executive Vice President － Commercial
Philip Fasano
Executive Vice President － Chief Information Officer

Jeffrey J. Hurd
Executive Vice President － Human Resources,
Communications and Administration

Note: Shares of AIG Common Stock beneficially owned as of March 30, 2015. Amount of equity securities includes
shares of AIG Common Stock subject to options and warrants which may be exercised within 60 days.
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5.
(2)

Corporate Governance, etc.

Compensation of Auditors

Compensation of Foreign Certified Public Accountants ("Foreign CPAs") or Audit
Corporations
Category
2013
2014
Compensation
Compensation Compensation
Compensation
for
Audit
for Services
for
Audit
for Services
Certification
other than
Certification
other than
Services
Audit
Services
Audit
($million)
Certification
($million)
Certification
Services
Services
($million)
($million)
Filer:
AIG(1)
AIG's
Consolidated
Subsidiaries(1)
Total
69.4 (2)
28.3
66.3 (2)
33.9
①

Note (1) AIG uses information which consolidates both AIG and its Consolidated Subsidiaries.
separate information regarding Compensations of Auditors.
Note (2) Includes expenses of $3.7 million in 2013 and $3.3 million in 2014.

③

AIG has no

Details of Services Other Than Audit Certification Services Provided by the Foreign
CPAs or Audit Corporations
Services other than audit certification services include audit-related fees, tax fees and all
other fees.
Audit-related fees include fees for assurance and related services that are traditionally
performed by independent accountants, including: audit and pre- and
post-implementation reviews of systems, processes and controls; regulatory and
compliance attestations; employee benefit plan audits; due diligence related to
acquisitions and divestitures; statutory audits not directly related to the performance of
the AIG consolidated audit and financial accounting and reporting consultations.
Tax fees are fees for tax return preparation, transaction-based tax reviews, review of tax
accounting matters, and other tax planning and consultations.
All other fees include fees related to regulatory compliance reviews, information
technology reviews, information resources, risk management services, business function
reviews and other compliance reviews.

④

Decision-making Policies concerning the Compensations of Foreign CPAs or Audit
Corporations
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Under AIG’s policy for pre-approval of audit and permitted non-audit services by AIG’s
Foreign CPAs, the Audit Committee approves categories of services and fee caps for
each category. The pre-approved services include: audit services, such as financial
statement audits and regulatory filings; audit-related services, such as audit and pre- and
post-implementation reviews of systems, processes and controls, regulatory and
compliance attestations, employee benefit plan audits, due diligence related to
acquisitions and divestitures and financial reporting accounting consultations; tax
services, such as tax return preparation, transaction-based tax reviews, review of tax
accounting matters and other tax planning; and other permitted non-audit services, such
as regulatory compliance reviews, information technology reviews, information
resources, risk management services, business function reviews and other compliance
reviews. The Committee evaluates all services, including those engagements related
to tax and internal control over financial reporting, considering the nature of such
services in light of auditor independence, in accordance with the rules of the PCAOB.
No expenditure may exceed the dollar caps without the separate specific approval of the
Audit Committee.
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VI.

FINANCIAL CONDITIONS

(a)

The accompanying consolidated financial statements of American International Group,
Inc. ("AIG") (the consolidated balance sheets at December 31, 2014 and 2013, the
consolidated statements of income, the consolidated statements of comprehensive
income (loss), the consolidated statements of equity and the consolidated statements
of cash flows for each of the three years in the period ended December 31, 2014, and
the related financial statement schedules) of American International Group, Inc. and
subsidiaries (hereafter "AIG") have been prepared in accordance with accounting
principles generally accepted in the United States of America.
Major differences in accounting principles, procedures and presentation between those
adopted by AIG and those generally accepted in Japan are explained in "4. Differences
between Accounting Principles Generally Accepted in Japan and Accounting
Principles Generally Accepted in the United States of America".
The consolidated financial statements of AIG are prepared in accordance with Article
131, Paragraph 1 of Regulation Relating to Terminology, Form and Methods of
Preparation of Financial Statements, etc. (Ministry of Finance ("MOF") Ordinance No.
59 of 1963, "Regulation Concerning Financial Statements").

(b)

The accompanying consolidated balance sheets of AIG at December 31, 2014 and
2013; the consolidated statements of income, the consolidated statements of
comprehensive income (loss), the consolidated statements of equity and the
consolidated statements of cash flows for each of the three years in the period ended
December 31, 2014, and the related financial statement schedules, as well as AIG's
internal control over financial reporting at December 31, 2014, have been audited by
PricewaterhouseCoopers LLP, an independent registered public accounting firm, and
which is a “foreign auditing firm, etc.” prescribed by Article 1-3, Paragraph 7 of the
Certified Public Accountants Act (Act No. 103 of 1948). The audit report of such
independent registered public accounting firm, which are equivalent to the audit
certification prescribed in Article 193-2, Paragraph 1, Item 1 of the Financial
Instruments and Exchange Law, is attached.

(c)

The accompanying consolidated financial statements and report of independent
registered public accounting firm in English (“original”) included in this report are
substantially identical to those filed included within AIG's 2014 Annual Report on
Form 10-K ("Form 10-K") with the United States Securities and Exchange
Commission ("U.S. SEC").

(d)

The original consolidated financial statements of AIG are presented in United States
dollars.

(e)

Matters mentioned in “2. Explanation of Major Assets, Liabilities, Income and
Expenses” through “4. Differences between Accounting Principles Generally
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Accepted in Japan and Accounting Principles Generally Accepted in the United States
of America” are not included in the original financial statements of AIG and, except
for the references to the consolidated financial statements, are not subject to the audit
mentioned in (b) above.
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1.

Financial Statements
“Financial Statements” comprise of the following items.
(1) Consolidated Balance Sheets at December 31, 2014 and 2013
(2) Consolidated Statements of Income for the years ended December 31, 2014, 2013
and 2012
(3) Consolidated Statements of Comprehensive Income (Loss) for the years ended
December 31, 2014, 2013 and 2012
(4) Consolidated Statements of Equity for the years ended December 31, 2014, 2013
and 2012
(5) Consolidated Statements of Cash Flows for the years ended December 31, 2014,
2013 and 2012
(6) Notes to Consolidated Financial Statements
(7) Schedules
I) Summary of Investments – Other than Investments in Related Parties at
December 31, 2014
II) Condensed Financial Information of Registrant at December 31, 2014 and
2013 and for the years ended December 31, 2014, 2013 and 2012
a) Balance Sheets – Parent Company Only
b) Statements of Income – Parent Company Only
c) Statements of Comprehensive Income – Parent Company Only
d) Statements of Cash Flows – Parent Company Only
e) Notes to Condensed Financial Information of Registrant
III) Supplementary Insurance Information at December 31, 2014, 2013 and 2012
and for the years then ended
IV) Reinsurance at December 31, 2014, 2013 and 2012 and for the years then
ended
V) Valuation and Qualifying Accounts at December 31, 2014, 2013 and 2012
and for the years then ended
(8) Management’s Report on Internal Control Over Financial Reporting
See the accompanying Comparison Table.
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2.

Explanation of Major Assets, Liabilities, Income and Expenses

See the accompanying Comparison Table.

3.

Others
(1)

Subsequent Events
See the accompanying Comparison Table.
Not Applicable.

(2)

Legal Proceedings
AIG and its subsidiaries, in common with the insurance and financial services
industries in general, are subject to litigation, including claims for punitive
damages, in the normal course of their business.
See the accompanying Comparison Table.
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4.

Differences between Accounting Principles Generally Accepted in Japan and
Accounting Principles Generally Accepted in the United States of America
The accompanying consolidated financial statements have been prepared in accordance
with accounting principles generally accepted in the United States of America ("U.S.
GAAP"), and accordingly, differ from those prepared in conformity with accounting
principles generally accepted in Japan. Major differences are summarized below:
(1)

Premium Revenue Recognition

In accordance with U.S. GAAP, premiums from short-duration contracts are generally
recognized as revenue primarily on a pro rata basis over the coverage periods and
premiums from long-duration contracts (principally, life insurance) are recognized as
revenue when due from policyholders. Deposits received on annuity and investment
type products are reported as increases in policyholder account balances when received.
Revenues from annuity and investment products consist of policy fees for the cost of
insurance, administration and surrenders during the period.
In Japan, premiums from life insurance contracts are recognized as revenue when
collected and deposits for annuity and investment products are recognized as part of
premium revenue.
(2)

Income Taxes

In accordance with U.S. GAAP, ASC 740, “Income Taxes” ("ASC 740") prescribes
the accounting for uncertainty in income tax positions. ASC 740 defines a
recognition threshold and the measurement attributes for the financial statement
recognition and measurement of an income tax position taken or expected to be taken
in a tax return. ASC 740 also provides guidance on derecognition, classification,
interest and penalties, accounting in interim periods, and disclosures.
In Japan, no accounting standard has been established for accounting for uncertain tax
positions.
(3)

Policy Acquisition Costs

In accordance with U.S. GAAP, policy acquisition costs represent those costs,
including commissions, premiums taxes and other underwriting expenses that are
incremental and directly related to the successful acquisition of new and renewal
insurance contracts.
Policy acquisition costs are deferred and amortized over the period in which the related
premiums are recognized as revenue, or the pattern in which gross profits are realized.
The deferred policy acquisition cost asset is reviewed for recoverability based on the
profitability of the underlying insurance contracts, including anticipated investment
income. In addition, in accordance with ASC 944, “Financial Services – Insurance,”
internal replacements that result in a substantially changed contract are accounted for
as a termination and a replacement contract. Any unamortized policy acquisition
costs related to the original contract can no longer be deferred and the policy
acquisition costs of the replacement contract are evaluated for deferral.
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In Japan, policy acquisition costs are expensed as incurred. Consequently, policy
acquisition costs applicable to unearned premiums or future premiums are not deferred
and amortized over the terms of the policies.
(4)

Claim Cost Recognition

Accounting standards for claim costs (incurred losses and loss expenses) in accordance
with U.S. GAAP are as follows:
A liability for unpaid claim costs relating to insurance contracts, including estimates of
costs relating to incurred but not reported claims (“IBNR”), is accrued when insured
events occur. The aggregate liability for unpaid claims is based on the estimated
ultimate cost of settling the claims, using past experience adjusted for current trends,
and any other factors that would modify past experience.
The recorded liabilities for unpaid claims consist of all costs expected to be incurred in
connection with the settlement of unpaid claims (loss expenses). Loss expenses include
costs associated directly with specific claims paid or in the process of settlement, such
as legal and adjusters' fees, and other costs that cannot be associated with specific
claims but are related to claims paid or in the process of settlement, such as internal
costs of the claims function.
In Japan, in accordance with “Amendment of Ordinance for Enforcement of Insurance
Business Law,” an IBNR reserve is required for all lines of non-life insurance,
excluding earthquake and compulsory automobile liability insurance.
With regard to life insurance, an IBNR reserve is required for, but not limited to, death
claims, permanent total disability benefits, accident and health benefits, surgical
operation benefits and disability benefits, with the amount calculated based on past
experience.
In addition, in Japan, a reserve for loss expenses applicable to the reserve for unpaid
claim costs is not required.
(5)

Liability for Future Policy Benefits

In accordance with U.S. GAAP, a liability for future policy benefits relating to
long-duration contracts is accrued when premium revenue is recognized. The liability,
which represents the present value of future benefits expected to be paid to, or on
behalf of policyholders and related expenses less the present value of future net
premiums, is estimated using methods that include certain assumptions, such as
estimates of expected interest rates, mortality, morbidity, and withdrawals, applicable
at the time the insurance contracts are made and are locked-in unless a premium
deficiency exists.
In Japan, the net level premium method or the Zillmer method is applied to calculate
the liability for future policy benefits and unearned premiums.
(6)

Contingency Reserve
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In Japan, insurance companies are required by Article 69, 70 and 87 of Insurance
Business Law Enforcement Regulations to provide a contingency reserve in
preparation for any possible future contingency and to record the amount calculated
based on the provision under the Ordinance of Ministry of Finance.
However, insurance companies in the United States of America are not permitted to
provide such reserves.
(7)

Price Fluctuation Reserve

In Japan, insurance companies are required by Article 115 of the Insurance Business
Law to provide a price fluctuation reserve for equity securities owned and for certain
types of other assets which are defined under the Ordinance of the Cabinet Office as
exposed to risk of unfavorable price fluctuations, and to record the amount calculated
based on the provision under the Ordinance of the Cabinet Office.
However, insurance companies in the United States of America are not permitted to
provide such reserves.
ASC 320 “Investments—Debt and Equity Securities” (“ASC 320”) provides guidance
for when an entity determines that an equity security’s decline in fair value is other
than temporary. When an entity does not expect the fair value of the available-for-sale
equity security to fully recover its investment, the security is deemed
other-than-temporarily impaired in the period in which the determination is made.
(8)

Retirement Benefits

In accordance with U.S. GAAP, in accordance with ASC 715, “Compensation Retirement Benefits” ("ASC 715"), net periodic pension cost represents service cost,
interest cost, expected return on plan assets, amortization of gains and losses and
amortization of prior service costs or credit.
In accordance with ASC 715, the difference between the plan assets and the projected
benefit obligation (“PBO”) (the funded status) is recognized in the consolidated
balance sheet as an asset or a liability; while net gains and losses, which primarily
represents changes in actuarial assumptions and the difference in the expected versus
actual return on assets, is recorded as a component of accumulated other
comprehensive income (AOCI), net of tax, before being recognized in current net
periodic pension cost. Amortization of net gains and losses from AOCI into net
periodic benefit cost occurs if, as of the beginning of the year, the net actuarial gain or
loss exceeds 10 percent of the greater of the PBO or the fair value of the plan assets
(referred to as the "corridor approach").
In Japan, the "corridor approach" is not applied. For annual periods beginning before
April 1, 2013, unrecognized prior service cost and unrecognized actuarial gains and
losses were not reflected in the balance sheet but amortized periodically based on
prescribed methods and charged to income. The difference between the PBO and the
market value of plan assets was not recorded in the consolidated balance sheet.
Instead such difference was disclosed in the notes to the financial statements together
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with unrecognized gains and losses.
For annual periods beginning on or after April 1, 2013, ASBJ Statement No. 26
"Accounting Standard for Retirement Benefits" and ASBJ Implementation Guidance
No. 25 "Guidance on Accounting Standard for Retirement Benefits" are effective and
require unrecognized prior service cost and unrecognized actuarial gains and losses be
recognized on the balance sheet. On implementation, prior periods were not
retrospectively restated.
(9)

Accounting for postretirement benefits other than pensions

In accordance with U.S. GAAP, ASC 715 requires the recognition of costs related to
postretirement benefits on an accrual basis over the expected service period of the
employees rather than expensing such costs as incurred.
In addition, in accordance with ASC 715, unrecognized gains and losses which are not
recognized in current net benefit cost, net of tax effect, are recorded as a component of
AOCI.
In Japan, such costs are expensed as incurred.
(10) Goodwill
In accordance with U.S. GAAP, in a business combination, the cost of the acquisition
in excess of the fair value of net assets acquired at the acquisition date is recorded as
goodwill. ASC 350, “Intangibles - Goodwill and Other” ("ASC 350") states that, for
subsequent measurement, goodwill is not amortized but instead is tested for
impairment at a level of reporting referred to as a reporting unit.
The fair values of assets acquired, liabilities assumed, and noncontrolling interests are
recognized when the acquisition represents a controlling financial interest of the
acquired entity. As a result, the full amount of goodwill is recognized due to the
change in controlling financial interest.
In Japan, “Accounting Standard for Business Combinations” issued by the Business
Accounting Council requires goodwill to be amortized periodically to income within a
period of twenty years using a straight-line method or another reasonable method.
With regard to the impairment of goodwill, impairment loss is required to be measured
and recognized in accordance with “Accounting Standard for Impairment of Fixed
Assets” issued by Business Accounting Council.
(11) Impairment of Long-Lived Assets
In accordance with U.S. GAAP, ASC 360, “Property, Plant, and Equipment” ("ASC
360") requires that long-lived assets, excluding those addressed by ASC 350, be tested
for impairment when an indicator of impairment exists. The carrying amount of a
long-lived asset to be held and used is considered not recoverable if it exceeds the sum
of the estimated undiscounted future cash flows, and an impairment loss will be
measured as the amount by which the carrying amount of a long-lived asset exceeds its
fair value. Long-lived assets that qualify for “held for sale” accounting are reported at
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the lower of carrying amount or fair value less costs to sell.
In Japan, measurement and recognition of the impairment of assets are required by
“Accounting Standard for Impairment of Fixed Assets” issued by the Business
Accounting Council. Compared to ASC 360, there are some differences, including (1)
the Japanese standard does not require assets and liabilities that qualify as held for sale
to be disclosed separately, and (2) the recoverable amount (i.e. the greater of net sales
price or the present value of estimated future cash flows) rather than the fair value is
used for the measurement of the impairment.
(12) Guarantees
In accordance with U.S. GAAP, ASC 460, “Guarantees” (“ASC 460”) requires that the
initial measurement of a guarantee liability is generally the fair value of the guarantee
at its inception. ASC 460 also requires informative disclosures about the nature and
amount of guarantees in the financial statements of guarantors.
In Japan, guarantees, except those resulting from any recognition of extinguishment of
financial assets or liabilities, are not recorded at fair value. Such guarantees are also
required to be disclosed within the notes to the financial statements.
(13) Consolidation of Variable Interest Entities
In accordance with U.S. GAAP, ASC 810, “Consolidation” (ASC “810”), provides
consolidation guidance for consolidation of a variable interest entity (VIE) by its
primary beneficiary. A VIE is a legal entity that does not have sufficient equity at risk
to finance its activities without additional subordinated financial support or is
structured such that equity investors lack the ability to make significant decisions
relating to the entity’s operations through voting rights and do not substantively
participate in the gains and losses of the entity. Consolidation of a VIE by its primary
beneficiary is not based solely on majority voting interest, but rather is based on other
criteria indicating control and exposure to losses and benefits.
The primary beneficiary is the entity that has both (1) the power to direct the activities
of the VIE that most significantly affect the entity’s economic performance and (2) the
obligation to absorb losses or the right to receive benefits that could be potentially
significant to the VIE. While also considering these factors, the consolidation
conclusion depends on the breadth of AIG’s decision-making ability and its ability to
influence activities that significantly affect the economic performance of the VIE. For
VIEs with attributes consistent with that of an investment company or a money market
fund, the primary beneficiary is the party or group of related parties that absorbs a
majority of the expected losses of the VIE, receives the majority of the expected
residual returns of the VIE, or both.
In Japan, generally, subsidiaries should be included in consolidated financial
statements when 1) a majority of the other company's voting rights are owned or 2) a
significant amount of voting rights is owned along with certain evidence of control
over decision making of the board even if a majority of the other company’s voting
rights are not owned. In addition, in accordance with Practical Issues Task Force
(PITF) No. 20 “Practical Solution on Application of Control Criteria and Influence
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Criteria to Investment Associations” issued by ASBJ, companies are required to
account for investment associations as their subsidiaries, even if they do not have
authority to perform operations, based on their contribution and financing, or benefits
generated from the investments associations or loss assumed.
(14) Financial Instruments with Characteristics of both Liabilities and Equity
In accordance with U.S. GAAP, ASC 480, “Distinguishing Liabilities from Equity,”
establishes standards for how an issuer classifies and measures in its consolidated
balance sheet certain financial instruments with characteristics of both liabilities and
equity. ASC 480 requires classification as liabilities the following types of
freestanding financial instruments: mandatory redeemable financial instruments;
obligations to repurchase the issuer’s equity shares by transferring assets; and certain
obligations to issue a variable number of shares.
In Japan, no comprehensive accounting standard has been established for financial
instruments with characteristics of both liabilities and equity.
(15) Separate Accounts and Sales Inducement Assets for Certain Non-traditional
Long-Duration Contracts
In accordance with U.S. GAAP, ASC 944, “Financial Services – Insurance” requires
separate account assets to be measured at fair value and reported as a summary total
with an equivalent summary total for related liabilities.
In addition, sales inducements provided to the contract holder should be recognized as
a component of the liability over the period for which the contract must remain in force
to qualify for the inducement or at the crediting date, if earlier. The deferred amount
should be recognized as an asset, and amortization should be recognized using the
same methodology and assumptions used to amortize deferred acquisition costs. The
amortization should be recognized as a component of benefit expense.
In Japan, although separate account assets are measured at fair value, which is similar
to the United States of America, they are included in the general account in the
consolidated balance sheet, and the profit or loss from the separate accounts is
separately presented in the consolidated statement of operations. In addition there is
no specified accounting practice for sales inducement costs.
(16) Certain Hybrid Financial Instruments
In accordance with U.S. GAAP, ASC 815, “Derivatives and Hedging” (“ASC 815”)
requires securitized financial assets to be analyzed to determine whether the interests
are freestanding derivatives or are hybrid instruments that contain embedded
derivatives requiring bifurcation from the host contract. Embedded derivatives
requiring bifurcation are measured at fair value through earnings. A bifurcated
derivative may also be used as the hedging derivative in a qualifying hedge accounting
relationship. ASC 815 also allows entities to elect the fair value option for certain
hybrid financial instruments that contain an embedded derivative that would otherwise
require bifurcation.
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In Japan, ASBJ Guideline No. 12 clarified that certain hybrid financial instruments,
except those containing a portion with the potential to increase paid-in capital, should
be accounted for separately and any change in fair value should be recognized in
earnings for the period in which the change occurs if they meet all of the following
conditions: 1) the risk of embedded derivatives is likely to affect actual financial assets
or liabilities, 2) independent derivatives that have the same condition as the embedded
derivatives have characteristics of derivatives, and 3) the change in fair value of the
embedded derivatives is not recognized in earnings in the period in which the changes
occur.
(17) Fair Value Measurement
In accordance with U.S. GAAP, ASC 820, “Fair Value Measurements and
Disclosures” ("ASC 820") defines fair value, establishes a framework for measuring
fair value and prescribes disclosure requirements regarding fair value measurements.
ASC 820 states that the fair value of a financial instrument is the amount that would be
received from the sale of an asset or paid to transfer a liability in an orderly transaction
between willing, able and knowledgeable market participants at the measurement date.
Assets and liabilities recorded at fair value are measured and classified in a hierarchy
for disclosure purposes consisting of three “levels” based on the observability of inputs
available in the marketplace used to measure the fair values.
In Japan, ASBJ Statement No. 10 “Accounting Standards for Financial Instruments”
defines market value as the fair value based on market prices transacted or other
quoted market prices such as indicative prices or indexes (hereafter referred to as
“market prices”). Where no market prices exist, the recognized fair value should be
assessed reasonably. No comprehensive accounting standard has been established for
unrestricted financial instruments.
(18) Fair Value Option
In accordance with U.S. GAAP, ASC 825, “Financial Instruments” ("ASC 825")
permits entities to choose to measure at fair value certain recognized financial assets
and liabilities that are not otherwise required to be measured at fair value.
Subsequent unrealized gains and losses on items for which the fair value option has
been elected are required to be reported in earnings. ASC 825 also establishes
presentation and disclosure requirements for fair value option elected assets and
liabilities. Those disclosures are required in both interim and annual financial
statements.
ASC 825 permits the fair value option election on an
instrument-by-instrument basis for eligible items at initial recognition of an asset or
liability or upon an event that gives rise to a new basis of accounting for that
instrument.
In Japan, no comprehensive accounting standard has been established for the fair value
option for financial assets and financial liabilities.
(19) Noncontrolling Interests
Ownership interests in a subsidiary that are held by owners other than the parent are a
noncontrolling interest.
In accordance with U.S. GAAP, under ASC 810,
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noncontrolling interests in partially-owned consolidated subsidiaries are classified in
the consolidated balance sheets as a separate component of equity or in a separate
section of the consolidated balance sheet between liabilities and equity, to the extent
such interests do not qualify as “permanent equity.” Revenues, expenses, gains, losses,
net income or loss, and other comprehensive income are reported in the consolidated
financial statements at the consolidated amounts, which include the amounts
attributable to the owners of the parent and the noncontrolling interest. The
consolidated income statement must separately present net income attributable to
owners of the parent and the noncontrolling interest.
In Japan, ASBJ Statement No. 5 “Accounting Standard for Presentation of Net Assets
in the Balance Sheet” requires that minority interests be separately presented in the
consolidated balance sheet within the net assets section. In the consolidated statement
of operations, ASBJ Statement No. 22 “Accounting Standard for Consolidated
Financial Statements” requires that income or loss attributable to minority interests be
presented as a profit or a loss and net income for the period be calculated as a profit
attributable to parent company’s shareholders.
On September 13, 2013, ASBJ Statement No. 21 "Accounting Standard for Business
Combination" was issued with consequential revisions to related accounting standards,
the effect of which includes change of the term, “minority interest” to “noncontrolling
interest”. This treatment should be applied for the periods beginning on or after April
1, 2015.
(20) Other-than-temporary Impairments – Fixed Maturity Security
In accordance with U.S. GAAP, ASC 320 requires a company to recognize the credit
component of an other-than-temporary impairment of a fixed maturity security in
income and the non-credit component in accumulated other comprehensive income
when the company does not intend to sell the security or it is more likely than not that
the company will not be required to sell the security prior to recovery. ASC 320 also
prescribes the threshold for determining when an other-than-temporary impairment has
occurred on a fixed maturity security with respect to intent and ability to hold until
recovery and prescribes disclosures in interim and annual reporting periods for fixed
maturity and equity securities.
In Japan, impairment is not distinguished between the credit component and the
non-credit component, and all impairments are recognized as a loss in the period
identified.
(21) Discontinued Operations and Assets Held For Sale
In accordance with U.S. GAAP, ASC 360 requires a company to report a business as
held for sale when management has approved or received approval to sell the business
and is committed to a formal plan, the business is available for immediate sale, the
business is being actively marketed, the sale is deemed probable of occurrence during
the next twelve months, and certain other specified criteria are met. A business
classified as held for sale is recorded at the lower of its carrying amount or estimated
fair value less cost to sell. If the carrying amount of the business exceeds its estimated
fair value, a loss is recognized. Depreciation is not recorded on assets of a business
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classified as held for sale. Assets and liabilities related to a business classified as held
for sale are segregated in the consolidated balance sheet and major classes are
separately disclosed in the notes to the Consolidated Financial Statements commencing
in the period in which the business is classified as held for sale.
ASC 205, “Presentation of Financial Statements,” requires a company to report the
results of operations of a component of an entity that either has been disposed of or is
classified as held for sale as discontinued operations if the operations and cash flows of
the business have been or will be eliminated from the ongoing operations of the
company as a result of a disposal transaction and the company will not have any
significant continuing involvement in the operations of the business and cash flows of
the business. The results of discontinued operations are required to be reported in
Discontinued Operations in the statement of operations for current and prior periods
commencing in the period in which the business is either disposed of or is classified as
held for sale, including any gain or loss recognized on sale or adjustment of the
carrying amount to fair value less cost to sell.
In Japan, the presentation of a business classified as held for sale or discontinued
operations is not defined. Gain/(loss) from the sale of a business classified as held for
sale and discontinued operations is generally disclosed as an extraordinary item, and
extraordinary items are presented at an amount before tax between “Ordinary Profit
and Loss (before tax)” and “Taxations.” However, income/(loss) from a business
classified as held for sale or discontinued operations are not presented separately from
income/(loss) from continuing operations.
(22) Deferred Tax Assets
In accordance with U.S. GAAP, deferred tax assets may be subject to a valuation
allowance if it is considered more likely than not that some portion of the deferred tax
assets will not be realized.
In Japan, deferred tax assets are recognized to the extent that it is expected to be
recoverable based on the sufficiency of taxable income based on profitability, the
existence of tax planning, and the sufficiency of future taxable differences.
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VII.

TRENDS IN FOREIGN EXCHANGE RATE
The descriptions under this heading are omitted as the foreign exchange rates between
Japanese Yen and U.S. Dollars have been given in two or more daily newspapers in
Japan for the recent five fiscal years.
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VIII. SUMMARY OF SHARE HANDLING, ETC. IN JAPAN
1.

Summary of Share Handling, Etc. in Japan

(1) Places for Accepting Applications for Registration of Transfer of Shares and
Administrator of Stockholder register in Japan
In Japan, there is no place for accepting applications for registration of transfer of shares
("Shares") or any administrator of stockholder register of common stock of the
Company, provided, however, that the share handling and payments of dividends
vis-a-vis the beneficial holders of the Company shares (the "beneficial shareholders")
registered in the name of Japan Securities Depositary Center. Inc. (the "JASDEC") or its
nominees shall be effected by The Mitsubishi UFJ Trust and Banking Corporation(the
"Share Handling Agent") which is a stockholder service bank delegated by the
JASDEC.
The Shares listed on the Tokyo Stock Exchange are, in accordance with the System of
Central Depository and Book-Entry Transfer for Foreign Stocks of JASDEC ("System"),
kept in custody by a bank (the "Custodian Bank") in the United States designated by the
JASDEC in the name of the JASDEC and registered on the stock ledger of the
Company in the name of the JASDEC or its nominee. Accordingly, when settling the
transactions in the Shares on the Tokyo Stock Exchange, settlement between the
securities companies who are participants of the Tokyo Stock Exchange will be made
by transfer between their respective accounts opened at the JASDEC, and settlement
between clients of the same participant securities company will be made by transfer
between their respective Foreign Securities Transactions accounts opened at said
participant pursuant to the Agreement Concerning Account for Foreign Securities
Transactions. As a consequence, transfers on the record of shareholders of the
Company will not occur under normal circumstances.
However, when, as a result of any transaction in the Shares in Japan, there occurs an
increase or a decrease in the balance of the Shares kept in custody by the Custodian
Bank, steps shall be taken to transfer the Shares concerned in accordance with the
procedures therefor applicable in the United States at the Company's office in New
York.
Under the By-Laws of the Company, the Company is entitled to treat the holder of
record of any Share as the holder in fact thereof and shall not be bound to recognize any
equitable or other claim to, or interest in, any Share on the part of any other person
except as required by the laws of the State of Delaware. Accordingly, any beneficial
shareholder who has acquired Shares through trade on the Tokyo Stock Exchange and
holds the shares pursuant to the aforementioned System prescribed by the JASDEC
must exercise his rights such as the right to receive dividends and voting rights through
the JASDEC.
A summary stated hereinbelow assumes that the agreement required by the System will
be entered into including, inter alia, a Custody Agreement between the JASDEC and
the Custodian Bank, the Agreement Concerning Stockholder Services among the
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JASDEC, the Share Handling Agent and the Company, and a Paying Agreement among
the JASDEC, Mitsubishi UFJ Trust and Banking Corporation and other dividend
paying banks (the "Dividend Paying Banks") and the Company. Share handling
arrangements may be changed in the future, and the foregoing statement shall not apply
when an investor enters into different arrangements with respect to the custody of share
certificates and holders of record of the Company.
(2) Special Privileges to Shareholders
None.
(3) Restrictions on the Transfer of the Stock
None.
(4) Other Matters Concerning Handling of Stock
① Close of Accounts
As of the end of December.
② Annual General Meeting of Shareholders
It shall be held annually at such time as may be specified by the Board of Directors of
the Company ("Board"), within or without the State of Delaware, as the Board shall
designate.
③ Beginning of the Close of Ledger
The Amended and Restated Certificate of Incorporation and By-Laws of the Company
have no provision for the period specifying for the close of the record of shareholders.
④ Record Dates
Shareholders entitled to vote at any meeting of shareholders, or to receive dividends or
other distribution from the Company are those in whose name Shares stand on the
record of shareholders of the Company as of the record date fixed not more than sixty
days nor less than ten days before the date of any such meeting of shareholders, or as
the case may be, not more than sixty days prior to the date of the payment of any such
dividend or other distribution by the Board and the beneficial shareholders in Japan so
entitled are, in general, those beneficial shareholders recorded in the list of beneficial
shareholders prepared by the Share Handling Agent as of the same calendar date in
Japan.
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⑤ Denomination of Shares Certificates
Any denomination of Share Certificates can be issued.
⑥ Charges Respecting Stock Certificates
The beneficial shareholders of the Company in Japan are required to pay the annual
charge determined by the Tokyo Stock Exchange and the Japan Securities Dealers
Association for opening and maintaining a Foreign Securities Transactions Account at a
securities company in Japan. In the United States, there is no charge assessed on the
shareholders of the Company by the administrator of stockholder register or the
Registrar of the Company in connection with the change of shareholders of record or
the registration of a certificate for stock of the Company.
(g) The Name of Newspaper in which Public Notice shall be Made
For the benefit of beneficial shareholders, the Company intends to publish public
notices in Nihon Keizai Shimbun published in Japan except for in the case where notice
is disclosed in the website of Tokyo Stock Exchange.
2.
(1)

Method of Exercise of Rights of Beneficial Shareholders in Japan, etc.
Method of Exercise of Voting Rights of Beneficial Shareholders

The beneficial holders of the Shares in Japan may exercise their voting rights by giving
instructions to the Share Handling Agent. When solicitation of exercise of voting
rights through proxy will be made, the Share Handling Agent will, upon receipt of an
adequate amount of proxy statements from the Company, distribute same among the
beneficial shareholders on the basis of the list of beneficial shareholders as of the
pertinent record date. In the absence of instructions from the beneficial shareholders,
no voting rights shall be exercised respecting the Shares concerned.
(2)

Method of Claiming Distribution of Dividends, etc.

Upon receipt from the Company of the notice of dividend rate, the payment date of
dividends and other pertinent information, the Share Handling Agent will forward same
to the beneficial shareholders on the basis of the list of beneficial shareholders as of the
record date concerned.
The dividends will be received by the Custodian Bank on behalf of the JASDEC from
the Company and turned over to the Dividend Paying Banks, designated by the
Company, which banks in turn distribute the same by way of such means as bank
account transfers in principle to the beneficial shareholders based upon the list of
beneficial shareholders prepared by the Share Handling Agent.
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Stock dividends and stock splits will be handled in accordance with the System. In
general, shares issued thereupon will be credited to the accounts of the beneficial
shareholders through the JASDEC; provided that, shares numbering fewer than one
share will be sold and the proceeds thereof shall be distributed to the beneficial
stockholders through the Share Handling Agent.
Shareholders of the Company have no right to subscribe for new shares. Upon the
grant by the Board of Directors of such rights to the Shareholders, in the case that
beneficial shareholders wish to subscribe for the new shares and make the subscription
payment, the JASDEC will exercise the rights to subscribe for the new shares and the
new shares will be credited to the accounts of the beneficial shareholders. Otherwise,
the Custodian Bank will sell such rights in the United States on behalf of the JASDEC
and the proceeds thereof will be paid to the beneficial shareholders entitled thereto
through the Share Handling Agent.
All the expenses for the above described procedures for distribution of dividends shall
be borne by the Company, and the beneficial shareholders will not incur any charges or
fees thereof.
(3)

Method of Transfer of Shares

In the United States, the transfer of the Shares shall be made upon the surrender of the
certificate or certificates for such Shares with a proper endorsement or accompanied by
a duly executed stock transfer power and the payment of all taxes thereon.
In Japan, the beneficial shareholder will not hold share certificates of the Company
stock. Any beneficial shareholder may transfer his rights with respect to the Shares by
means of trading on the Tokyo Stock Exchange. In this case, trading will be cleared
by means of a book transfer between accounts opened with a securities company or
between accounts of securities companies opened with the JASDEC.
(4)

Tax Treatment concerning Dividends, etc., in Japan
①

Dividends and Dividend Equivalents

The dividends to be paid by the Company are treated as dividend income under the
Japanese tax laws. With respect to dividends received by individuals who are
Japanese residents or by Japanese corporations, the balance of such dividends
remaining (after collection of the withholding tax, if any, of the United States or any
local public entity thereof from the payment of such dividends in the United States)
will be subject to income or other tax at the withholding tax rate set out in the
following table in accordance to the period in which the dividends are to be paid, to be
withheld at the source in certain circumstances.
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Withholding Tax Rate on Dividends:
Period in which the dividends
Japanese individual
Japanese corporations
are to be paid
residents
January 1, 2014 to December
15.315% income tax 15.315% income tax, 5%
31, 2037
residents tax
On or after January 1, 2038
15% income tax
15% income tax, 5%
residents tax
An individual taxpayer may exclude the amount of dividends paid by the Company
from the amount of income which is subject to a tax return regardless of the amount of
the dividends.
Any dividends may choose the separate self-assessment taxation for dividends payable
on or after January 1, 2009. If this is the case, dividends on listed shares payable
between January 1, 2014 and December 31, 2037 will be subject to taxation of
15.315% income tax and 5% residents tax, and those dividends on listed shares
payable on or after January 1, 2038 will be subject to taxation of 15% income tax and
5% residents tax. Such amount of dividends may be set off against losses from the
transfer of listed shares and other securities which may be incurred on or after January
1, 2009 and (from January 1, 2016,) against losses from transfers of listed shares and
other securities and certain public and corporate bonds which may be incurred on or
after January 1, 2016.
If a tax return is filed in connection with the dividends, the tax imposed in the United
States may be claimed as a foreign tax credit in accordance with the Japanese tax
laws.

②
(i)

Capital Gain and Loss
In principle, capital gains accruing to individual holders arising from
transactions in stock will be subject to income tax, and capital losses arising
from transactions in stock will be deductible to the extent of the capital gains
arising from transactions in stock. Notwithstanding the foregoing, as
mentioned above, if an individual chooses the separate self-assessment for
dividends, losses from transfers of listed shares and other securities which may
be incurred on or after January 1, 2009 and (from January 1, 2016,) losses
from transfers of listed shares and other securities and certain public and
corporate bonds which may be incurred on or after January 1, 2016 may be
deducted from the amount of dividends so received. Capital losses that
remain non-deductible may be deducted from capital gains that will arise for
three years following the year in which the underlying capital losses arose by
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filing a final income tax return.
If any individual holder has capital gains and capital losses from transfers of
stock during a single year, that holder may sum up those gains and losses by
filing a final return.
(ii) For corporate holders of the Company stock, all capital gains and losses
arising from transactions in such stock are included in the determination of
taxable income as income and loss of the Corporation.

③

Inheritance Tax

The beneficial stockholders of the Shares in Japan with addresses in Japan (other than
those having no address in Japan) who have inherited Shares by succession or by will
are liable for the inheritance tax in accordance with the Inheritance Tax Law of Japan.
However, they may be entitled to foreign tax credit under certain circumstances.
(5)

Other Notices and Reports

When notice will be given to the beneficial holders of the Shares in Japan respecting
such matters as the general meeting of shareholders, the Share Handling Agent
distributes materials relating such matters to the beneficial shareholders on the basis of
the list of beneficial shareholders as of the record date concerned in a prescribed manner
and/or makes a public notice concerning such matters in a prescribed manner.
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IX.

REFERENCE INFORMATION
1.

Information on the Parent Company, Etc.

The Company does not have a Parent Company, etc. under Paragraph 1, Art.24-7 of the
Financial Instruments and Exchange Act.
2.

Other Reference Information

The following reports have been filed since January 1, 2014 to the date hereof:
Foreign Company Report and attachments thereto

Date Filed

1.

Foreign Company Report (fiscal year 2013) from
January 1, 2013 to December 31, 2013 and attachments
thereto;

April 30, 2014

2.

Written Confirmation for above

April 30, 2014

Internal Control Report and attachments thereto
3.

Internal Control Report and attachments thereto

April 30, 2014

Foreign Company Quarterly Report
Foreign Company Quarterly Report
4.
(for the first quarter of the fiscal year 2014, from
January 1, 2014 to March 31, 2014);

June 9, 2014

5.
6.
7.

Written Confirmation for above;
Foreign Company Quarterly Report
(for the second quarter of the fiscal year 2014, from
April 1, 2014 to June 30, 2014);

June 9, 2014
September 8, 2014
September 8, 2014

8.

Written Confirmation for above;
Foreign Company Quarterly Report
(for the third quarter of the fiscal year 2014, from July
1, 2014 to September 30, 2014);

9.

Written Confirmation for above;

December 9, 2014

Extraordinary Reports
Extraordinary Report
10.
(filed pursuant to Article 19, Paragraph 2, Item 9-2 of the
Cabinet Office Ordinance on Disclosure of Corporate
Information, etc.);
Extraordinary Report
11.
(filed pursuant to Article 19, Paragraph 2, Item 9 of the
Cabinet Office Ordinance on Disclosure of Corporate
Information, etc.)
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December 9, 2014

May 26, 2014

June 20, 2014

外国会社報告書（開示府令第八号様式に代えて提出するもの）の補足書類（３）
有価証券報告書に記載すべき事項（発行会社情報）と当該事項に相当する外国会社報告書の記
載事項との対照表
以下の表において使用した次の省略用語は、次に掲げる書類を示すものである。

10-K

…Form 10-K Annual Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of
1934 filed on February 20, 2015

Proxy Statement…Definitive Proxy Statement filed on March 30, 2015

第八号様式による有価証券報告書に

左記事項に相当する外国会社報告書の

記載すべき事項

記載事項

第一部【企業情報】
第１【本国における法制等の概要】
１【会社制度等の概要】
(1)【提出会社の属する国・州等における会社制

不記載事項

度】
(2)【提出会社の定款等に規定する制度】

不記載事項

２【外国為替管理制度】

不記載事項

３【課税上の取扱い】

不記載事項

４【法律意見】

不記載事項

第２【企業の概況】
１【主要な経営指標等の推移】

p. 49, Item 6. Selected Financial Data, 10-K
p. 211-216, Item 8. Financial Statements and
Supplementary Data, 10-K
但し、不記載事項（一部）あり。
※なお、本項目の不記載事項は補足書類（１）
においてまとめて記載することとし、補足
書類（２）においては記載しない。

２【沿革】

不記載事項

３【事業の内容】

p. 3-18, 21-22, Item 1. Business - AIG’s Global
Insurance Operations - Reinsurance Activities,
10-K
但し、不記載事項（一部）あり。
※なお、本項目の不記載事項は補足書類（１）
においてまとめて記載することとし、補足
書類（２）においては記載しない。

４【関係会社の状況】
(1) 親会社

不記載事項

(2) 連結子会社

p. 350-353, Exhibit 21 Significant Subsidiaries,
10-K
但し、不記載事項（一部）あり。

５【従業員の状況】

p. 18, Item 1. Business - Our Employees- , 10-K

第３【事業の状況】
１【業績等の概要】

p. 52-207, Item 7. Management’s Discussion and
Analysis of Financial Condition and Results of

1

Operations, 10-K
p. 4-6, Item 1. Business - AIG’s Global Insurance
Operations, 10-K
p. 12-13, Item 1. Business - Commercial Insurance
- A Look at Commercial Insurance, 10-K
p. 16-17, Item 1. Business - Consumer Insurance A Look at Consumer Insurance, 10-K
p. 19-21, Item 1. Business - A Review of Liability
for Unpaid Losses and Loss Adjustment Expenses,
10-K
p. 21-29, Item 1. Business - Reinsurance Activities,
Regulation, 10-K
２【生産、受注及び販売の状況】

p. 52-207, Item 7. Management’s Discussion and
Analysis of Financial Condition and Results of
Operations, 10-K
p. 12-13, Item 1. Business - Commercial Insurance
- A Look at Commercial Insurance, 10-K
p. 16-17, Item 1. Business - Consumer Insurance A Look at Consumer Insurance, 10-K
p. 19-21, Item 1. Business - A Review of Liability
for Unpaid Losses and Loss Adjustment Expenses,
10-K
p. 21-29, Item 1. Business - Reinsurance Activities,
Regulation, 10-K

３【対処すべき課題】

p. 52-207, Item 7. Management’s Discussion and
Analysis of Financial Condition and Results of
Operations, 10-K
p. 12-13, Item 1. Business - Commercial Insurance
- A Look at Commercial Insurance, 10-K
p. 16-17, Item 1. Business - Consumer Insurance A Look at Consumer Insurance, 10-K
p. 19-21, Item 1. Business - A Review of Liability
for Unpaid Losses and Loss Adjustment Expenses,
10-K
p. 21-29, Item 1. Business - Reinsurance Activities,
Regulation, 10-K
p. 31-42, Item 1A. Risk Factors, 10-K

４【事業等のリスク】

p. 31-42, Item 1A. Risk Factors, 10-K

５【経営上の重要な契約等】

不記載事項

６【研究開発活動】

－（記載項目該当なし。以下同じ。
）

７【財政状態、経営成績及びキャッシュ・フロー

p. 52-207, Item 7. Management’s Discussion and

の状況の分析】

Analysis of Financial Condition and Results of
Operations, 10-K
p. 4-6, Item 1. Business - AIG’s Global Insurance
Operations, 10-K
p. 12-13, Item 1. Business - Commercial Insurance
- A Look at Commercial Insurance, 10-K
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p. 16-17, Item 1. Business - Consumer Insurance A Look at Consumer Insurance, 10-K
p. 19-21, Item 1. Business - A Review of Liability
for Unpaid Losses and Loss Adjustment Expenses,
10-K
p. 21-29, Item 1. Business - Reinsurance Activities,
Regulation, 10-K
但し、不記載事項（一部）あり。
第４【設備の状況】
１【設備投資等の概要】

p. 43, Item 2. Properties, 10-K

２【主要な設備の状況】

p. 52-207, Item 7. Management’s Discussion and
Analysis of Financial Condition and Results of
Operations, 10-K

３【設備の新設、除却等の計画】

p. 52-207, Item 7. Management’s Discussion and
Analysis of Financial Condition and Results of
Operations, 10-K

第５【提出会社の状況】
１【株式等の状況】
(1)【株式の総数等】
①【株式の総数】

p.211,

Item

8.

Financial

Statements

and

Supplementary Data, 10-K
但し、不記載事項（一部）あり。
②【発行済株式】

p.211,

Item

8.

Financial

Statements

and

Supplementary Data, 10-K
但し、不記載事項（一部）あり。
(2)【行使価額修正条項付新株予約権付社債券等
の行使状況等】
(3)【発行済株式総数及び資本金の推移】

－
p.211,

Item

8.

Financial

Statements

and

Supplementary Data, 10-K
但し、不記載事項（一部）あり。
(4)【所有者別状況】

不記載事項

(5)【大株主の状況】

不記載事項

２【配当政策】

不記載事項

３【株価の推移】
(1)【最近５年間の事業年度別最高・最低株価】

不記載事項

(2)【当該事業年度中最近６月間の月別最高・最

不記載事項

低株価】
４【役員の状況】
(1) 取締役

不記載事項

(2) 業務執行役員

p. 32, Executive Officers, Proxy Statement.
但し、不記載事項（一部）あり。

(3) 取締役および業務執行役員の報酬

p. 26-28, Corporate Governance - Compensation of
Directors,
Resources

Compensation
Committee

and

Interlocks

Management
and

Insider

Participation-, Proxy Statement
p. 29-30, Ownership of Certain Securities, Proxy
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Statement
p.

31,

Relationships

and

Related-Party

Transactions, Proxy Statement
p.

33-66,

Executive

Compensation,

Proxy

Statement
５【コーポレート・ガバナンスの状況等】
(1)【コーポレート・ガバナンスの状況】

p. 20-25, Corporate Governance - Governance,
Report

of

Governance

the

Nominating

Committee,

and

Corporate

Committees,

Proxy

Statement
p. 68-69, Report of Audit Committee and
Ratification of Selection of Accountants, Proxy
Statement
p. 328, Item 9A. Controls and Procedures, 10-K
p. 26-28, Corporate Governance -Compensation of
Directors,

Compensation

Resources

Committee

and

Interlocks

Management
and

Insider

Participation-, Proxy Statement
p. 29-30, Ownership of Certain Securities, Proxy
Statement
p.

31,

Relationships

and

Related-Party

Transactions, Proxy Statement
p.

33-66,

Executive

Compensation,

Proxy

Statement
(2)【監査報酬の内容等】
①【外国監査公認会計士等に対する報酬の内

不記載事項

容】
②【その他重要な報酬の内容】

－

③【外国監査公認会計士等の提出会社に対する

不記載事項

非監査業務の内容】
④【監査報酬の決定方針】

不記載事項

第６【経理の状況】
［冒頭説明文］

不記載事項

１【財務書類】
(1) 連結貸借対照表

p.

211,

Item

8

Financial

Statements

and

Statements

and

Statements

and

Statements

and

Supplementary Data, 10-K
(2) 連結損益計算書

p.

212,

Item

8

Financial

Supplementary Data, 10-K
(3) 連結包括利益（損失）計算書

p.

213,

Item

8

Financial

Supplementary Data, 10-K
(4) 連結資本変動表

p.

214,

Item

8

Financial

Supplementary Data, 10-K
(5) 連結キャッシュ・フロー計算書

p. 215-216, Item 8 Financial Statements and
Supplementary Data, 10-K

(6) 連結財務書類に対する注記

p. 217-329, Item 8 Financial Statements and
Supplementary Data, 10-K
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(7) 附属明細表

p. 332-348, Item 15 Exhibits, Financial Statement
Schedules, 10-K

(8) 財務報告に係る内部統制についての経営者

p. 330, Item 9A Controls and Procedures, 10-K

の報告書
[10-K 財務書類の組込]

p. 211-329, Item 8 Financial Statements and
Supplementary Data, 10-K
p. 332-348, Item 15 Exhibits, Financial Statement
Schedules, 10-K
p. 330, Item 9A Controls and Procedures, 10-K

２【主な資産・負債及び収支の内容】

p. 209-329, Item 8 Financial Statements and
Supplementary Data, 10-K

３【その他】
(1) 決算日後の状況

p. 329, Note 27, Item 8 Financial Statements and
Supplementary Data, 10-K
但し、不記載事項（一部）あり。

(2) 訴訟

p. 285-293, Note 16, Item 8 Financial Statements
and Supplementary Data, 10-K
但し、不記載事項（一部）あり。

４【日本において一般に公正妥当と認められる会

不記載事項

計原則と米国において一般に公正妥当と認
められる会計原則の相違】
第７【外国為替相場の推移】

不記載事項

第８【本邦における提出会社の株式事務等の概要】

不記載事項

第９【提出会社の参考情報】
１【提出会社の親会社等の情報】

不記載事項

２【その他の参考情報】

不記載事項

第二部【提出会社の保証会社等の情報】

－
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