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SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549
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ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934

For the fiscal year ended December 31, 2010 Commission file number 1-8787

American International Group, Inc.

(Exact name of registrant as specified in its charter)

Delaware 13-2592361
(State or other jurisdiction of (ILR.S. Employer
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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. Yesp No o
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yeso Nop

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. Yesp No o

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). Yesp No o
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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
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Act.
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(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). Yeso No b

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 $4,397,000,000.

As of January 31, 2011, there were outstanding 1,795,503,716 shares of Common Stock, $2.50 par value per share, of the registrant.
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Part I

Item 1. Business

American International Group, Inc. (AIG) is a leading international insurance organization serving customers in more than 130 countries. 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, as well as the stock exchanges in Ireland and
Tokyo.

Throughout this Annual Report on Form 10-K, the terms AIG, the Company, we, us and our are used to collectively refer to AIG, a Delaware
corporation, and its consolidated subsidiaries. The term AIG Parent refers solely to American International Group, Inc., a Delaware corporation,
and not to any of its consolidated subsidiaries.

In September 2008, liquidity issues resulted in AIG seeking and receiving governmental support through a credit facility from the Federal
Reserve Bank of New York (the FRBNY, and such credit facility, the FRBNY Credit Facility) and funding from the United States Department
of the Treasury (Department of the Treasury) through the Troubled Asset Relief Program (TARP). On January 14, 2011, AIG was recapitalized
(the Recapitalization) and the FRBNY Credit Facility was repaid and terminated through a series of transactions that resulted in the Department
of the Treasury becoming AIG's majority shareholder with ownership of approximately 92 percent of AIG's outstanding common stock. AIG
understands that, subject to market conditions, the Department of the Treasury intends to dispose of its ownership interest over time, and AIG
has granted certain registration rights to the Department of the Treasury to facilitate such sales. See Management's Discussion and Analysis of
Financial Condition and Results of Operations Capital Resources and Liquidity and Notes 1 and 26 to the Consolidated Financial Statements for
further discussion of the governmental support provided to AIG and the Recapitalization.

AIG reports the results of its operations through the following three reportable segments:

Chartis AIG's property and casualty operations are conducted through multiple line companies writing substantially all
commercial and consumer lines both domestically and abroad. Beginning in the third quarter of 2010, reporting includes the
results of Fuji Fire & Marine Insurance Company Limited (Fuji), a recently consolidated business writing primarily

consumer lines in Japan. These operations were rebranded under the Chartis brand in 2009.

SunAmerica Financial Group (SunAmerica) SunAmerica offers a comprehensive suite of products and services to
individuals and groups, including term life, universal life, accident and health (A&H), fixed and variable deferred annuities,
fixed payout annuities, mutual funds and financial planning. SunAmerica offers its products and services through a diverse,
multi-channel distribution network that includes banks, national, regional and independent broker-dealers, affiliated financial
advisors, independent marketing organizations, independent and career insurance agents, structured settlement brokers,
benefit consultants and direct-to-consumer platforms. These operations were previously known as AIG Domestic Life

Insurance & Retirement Services and were renamed SunAmerica in 2009.

Financial Services AIG's financial services businesses engage in commercial aircraft leasing through International Lease
Finance Corporation (ILFC) and the remaining Capital Markets portfolios through AIG Financial Products Corp. and AIG
Trading Group Inc. and their respective subsidiaries (collectively, AIGFP).
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The principal business units in each of AIG's reportable segments at year-end 2010 are as follows.

Chartis

National Union Fire Insurance Company of Pittsburgh, Pa.

(National Union)

New Hampshire Insurance Company
(New Hampshire)

American Home Assurance Company
(American Home)

Lexington Insurance Company (Lexington)
AIU Insurance Company (AIUI)

Chartis Overseas, Ltd.

Fuji Fire & Marine Insurance Company Limited (Fuji)
Chartis UK Holdings Limited (Chartis UK)

Chartis Europe, S.A. (Chartis Europe)

Financial Services

International Lease Finance Corporation (ILFC)

AIG Financial Products Corp. and AIG Trading Group Inc.

and their respective subsidiaries (AIGFP)

SunAmerica

American General Life Insurance Company (American General)

American General Life and Accident Insurance Company (AGLA)

The United States Life Insurance Company in the City of New York (USLIFE)

The Variable Annuity Life Insurance Company (VALIC)
Western National Life Insurance Company (Western National)

SunAmerica Annuity and Life Assurance Company
(SunAmerica Annuity)

The following principal business units are not included in AIG's reportable segments because they consist of businesses and items not
allocated to AIG's reportable segments or have been or are in the process of being divested:

Other Operations, Including Divested Businesses

Other operations:

AIG Parent

United Guaranty Corporation (UGC)

American International Reinsurance Company Limited
(AIRCO)

Discontinued Operations

American Life Insurance Company (ALICO)
(sold in November 2010)

AIG Star Life Insurance Co., Ltd. (AIG Star)
(sold in February 2011)

AIG Edison Life Insurance Company (AIG Edison)
(sold in February 2011)

Nan Shan Life Insurance Company, Ltd. (Nan Shan)
(expected to be sold in 2011)
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Institutional Asset Management: American General Finance, Inc. (AGF)
(sold in November 2010)

AIG Global Asset Management Holdings Corp., AIG
Markets, Inc., AIG Asset Management U.S., LLC (and,
until their collective sale on March 26, 2010, PineBridge
Capital Partners, LLC, PineBridge Global

Investments LL.C, and PineBridge Securities LLC,)

Direct Investment business:
AIG Global Real Estate Corp.
Divested businesses:

American International Assurance Company, Limited,
together with American International Assurance
Company (Bermuda) Limited, until their collective
deconsolidation on October 29, 2010 as a result of the
initial public offering of their parent holding company,
AIA Group Limited (AIA)
For financial information concerning AIG's reportable segments, including geographic areas of operation, and changes made in 2010, see
Note 3 to the Consolidated Financial Statements.
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The following charts present the sources of AIG's revenues for the years ended December 31, 2010 and 2009:

2010 2009

Includes consolidation and eliminations, but excludes discontinued operations.
Additional information about AIG's operations follows:
Chartis Operations

Chartis is a major global property and casualty insurance franchise built over 90 years and serving more than 45 million clients. Chartis wrote
$31.6 billion in net premiums in 2010. Chartis is diversified both in terms of classes of businesses and geographic locations. Chartis U.S. writes
commercial and consumer products throughout the U.S. and Canada. Chartis International writes commercial and consumer products outside the
U.S. and Canada. For the year ended December 31, 2010, Chartis U.S. and Chartis International comprised approximately 55 percent and
45 percent, respectively, of the Chartis business, measured by net premiums written.

Chartis' combination of global reach and scale, extensive range of products and services, diversified, multi-channel distribution network and
strong capital positions it to meet the demands of a broad range of customers worldwide.

Chartis is diversified both in terms of classes of business and geographic locations. During 2010, 6 percent and 5 percent of its direct
premiums written (gross premiums less return premiums and cancellations, excluding insurance assumed and before deducting reinsurance
ceded) were written in the states of California and New York, respectively, and 13 percent and 8 percent in Japan and the United Kingdom,
respectively. No other state or foreign jurisdiction accounted for more than five percent of such premiums.

The composition of Chartis net premiums written in 2010 is as follows:

NPW by Region. NPW by Line of Business
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Business Strategy

Chartis leverages its global knowledge and experience in the property and casualty markets by competing in selected commercial lines such as
executive liability/ director's and officer's liability (D&O), large risk management programs and commercial property. In recent years, Chartis
has repositioned its Commercial Lines business mix by increasingly complementing its portfolio of Fortune 1000 and multinational clients with
small-and medium-sized enterprises. Its global geographic footprint and local presence enable Chartis to provide multinational customers with
insurance programs across borders and continents.

Chartis also has a strong and growing consumer business. The consumer business underwrites lines such as Accident & Health, property, auto
and liability for high-net-worth individuals, extended warranty and travel insurance products and services.

Chartis' scale and diverse product offerings allow it to pursue cross-selling opportunities among its businesses. For example, Chartis can
provide primary casualty coverage for an account as part of its commercial casualty unit, underwrite that account's board of directors through its
executive liability business and insure the personal needs of its management through its Private Client Group as part of its Consumer segment.

Client Approach

Chartis clients benefit from its substantial underwriting capacity, long-term commitment to the markets and clients it serves and tradition of
product innovation and expertise. In 2010, Chartis introduced more than 200 products and services worldwide.

Capital Deployment

Chartis' scale and geographical diversification also allow the business to strategically deploy capital to pursue the more attractive long-term
opportunities around the world. Chartis regularly reviews and adjusts its business mix with the goals of aligning risk profile with risk tolerance
and meeting capital management objectives.

Chartis U.S.

The Chartis U.S. companies comprise the largest U.S.-domiciled commercial property and casualty group by 2010 net premiums written.
Chartis U.S. distributes its products through independent retail and wholesale brokers, and writes business on both an admitted and surplus line
basis. Chartis U.S. business in the United States and Canada is conducted through American Home, National Union, Lexington, the market
leader in surplus lines, and certain other property-casualty insurance company subsidiaries of Chartis U.S. Inc.

Chartis U.S.'s business strategy focuses on growing high-margin, less capital intensive lines of business, including segments of consumer

lines, specialty markets and its multinational business, while leveraging its distribution relationships, innovation, national footprint and extensive
product offering.

Chartis U.S. commercial lines include:

Casualty: Includes general liability, commercial automobile liability, excess casualty and workers' compensation coverages. Also includes
insurance and risk management programs for large corporate customers and other customized structured insurance products.

Property: Includes industrial and commercial property insurance products, which cover exposures to man-made and natural disasters.

Specialty: Includes aviation, marine and energy, environmental, kidnap-ransom, export credit and political risk coverages. It also offers
various forms of professional liability insurance including D&O, fidelity, employment practices, fiduciary liability and errors and omissions
coverages. Chartis U.S. also offers products and services to U.S.-based multinational clients doing business overseas and to foreign corporations

doing business in the U.S. as part of its Worldsource business.

AIG 2010 Form 10-K 7
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Chartis U.S. consumer insurance lines include:

Accident & Health: Includes voluntary and sponsor-paid accidental and supplemental health products, including accidental death and
disability and medical excess for employees, associations and other organizations. It also includes a broad range of travel insurance products and
services for leisure and business travelers, including trip cancellation, trip interruption, lost baggage, travel assistance and concierge services.

Personal: Includes insurance products and risk management services for high net worth individuals (Private Client Group) including
homeowners, automobile, umbrella, yacht and fine art coverages, as well as extended service contracts, primarily for consumer electronics
products.

Chartis U.S. net premiums written for 2010 are as follows:

Chartis U.S. NPW

Chartis International

Chartis International is the largest U.S.-based property and casualty insurer in Europe, the largest foreign insurance company in Japan and
China, and an established leader in other developing markets such as India, Korea, Argentina and Russia. Chartis International is also a market
leader in aerospace, marine, energy and financial lines.

Chartis International's geographic footprint, its history in markets and its access to local resources allow it to better serve global clients and to
take advantage of new and emerging opportunities around the world.

Chartis International writes commercial (Casualty, Property and Specialty) and consumer (A&H, Personal and Life) lines through a network
of agencies, branches and foreign-based insurance subsidiaries. Chartis International uses various marketing methods and multiple distribution
channels to write both commercial and consumer lines of insurance with refinements for local laws, customs and needs. Given its extensive
worldwide presence, Chartis International organizes itself into three broad regions: the Far East, Europe and Growth Economies (which
primarily include Asia Pacific, the Middle East and Latin America).

Chartis International's business strategy, aided by its competitive position in the international market and ability to write both commercial and
consumer lines, is focused on growing its commercial business in emerging economies and consumer lines in many parts of the world.

The acquisition of a controlling stake in Fuji Fire & Marine Insurance Company Limited (Fuji) in 2010 was consistent with this strategy. The
acquisition of Fuji enhances Chartis' position in the substantial Japanese insurance market and provides a new distribution channel. As a result of
this transaction, Chartis International has solidified its position as the largest foreign-owned property and casualty insurance group at
December 31, 2010.

8 AIG 2010 Form 10-K
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Chartis International net premiums written for 2010 are as follows:

Chartis International NPW

Discussion and Analysis of Consolidated Loss Reserve Development

The net liability for unpaid claims and claims adjustment expense (net loss reserves) shown in the following tables represents management's
best estimate of future payments for covered losses, which is derived from the accumulation of estimates for reported losses (case basis reserves)
and provisions for losses incurred but not reported (IBNR), both reduced by applicable reinsurance recoverable and the discount for future
expected investment income, where permitted. Net losses and loss expenses are charged to income as incurred. For a discussion of our loss
reserve experience in 2010, see Management's Discussion and Analysis of Financial Condition and Results of Operations  Results of Operations
Segment Results  Chartis Operations Liability for Unpaid Claims and Claims Adjustment Expense.

The loss reserves established with respect to foreign business are set and monitored in the currencies in which payment is expected to be
made. Therefore, no assumption is included for changes in exchange rates. See Note 2(v) to the Consolidated Financial Statements.

A significant portion of Chartis' business is in the commercial casualty class, which tends to involve longer periods of time for the reporting
and settlement of claims and may increase the risk and uncertainty with respect to Chartis' loss reserve development.

Management reviews the adequacy of established net loss reserves utilizing a number of analytical reserve development techniques. Through
the use of these techniques, management monitors the adequacy of AIG's established reserves and determines appropriate assumptions for
inflation and other factors influencing loss costs. Also, analysis of emerging specific development patterns, such as case reserve redundancies or
deficiencies and IBNR emergence, allows management to determine any required adjustments.

The "Analysis of Consolidated Loss Reserve Development" table presents the development of net loss reserves for calendar years 2000
through 2010. Immediately following this table is a second table that presents all data on a basis that excludes asbestos and environmental net
loss reserve development. The opening reserves held are shown at the top of the table for each year-end date. The amount of loss reserve
discount included in the opening reserve at each date is shown immediately below the reserves held for each year. The undiscounted reserve at
each date is equal to the sum of the discount and the reserve held.

The upper half of the table presents the cumulative amounts paid during successive years related to the undiscounted opening loss reserves.
For example, in the table that excludes asbestos and environmental losses, with respect to the net loss reserve of $35.56 billion at December 31,
2003, by the end of 2010 (seven years later) $43.18 billion had actually been paid in settlement of this net loss reserve. In addition, as reflected
in the lower section of the table, the original undiscounted reserve of $37.08 billion was re-estimated to be $55.75 billion at December 31, 2010.
This increase from the original estimate generally results from a combination of a number of factors, including claims being settled for larger
amounts than originally estimated. The original estimates are also increased or decreased

AIG 2010 Form 10-K 9
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as more information becomes known about the individual claims and overall claim frequency and severity patterns. The redundancy (deficiency)
depicted in the table, for any particular calendar year, presents the aggregate change in estimates over the period of years subsequent to the
calendar year reflected at the top of the respective column heading. For example, the deficiency of $2.68 billion at December 31, 2010 related to
December 31, 2009 net losses and loss expense reserves of $69.24 billion represents the cumulative amount by which reserves in 2009 and prior
years have developed unfavorably during 2010.

The bottom of each table below presents the remaining undiscounted and discounted net loss reserves for each year. For example, in the table
that excludes asbestos and environmental losses, for the 2002 year-end, the remaining undiscounted reserves held at December 31, 2010 are
$11.04 billion, with a corresponding discounted net reserve of $10.08 billion.

For a sensitivity analysis of loss reserves held at December 31, 2010, see Management's Discussion and Analysis of Financial Condition and
Results of Operations ~ Critical Accounting Estimates Liability for Unpaid Claims and Claims Adjustment Expense.

Analysis of Consolidated Loss Reserve Development

The following table presents for each calendar year the loss reserves and the development thereof including those with respect to
asbestos and environmental claims.*

(in millions) 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Net Reserves

Held $ 25,684 $ 26,005 $ 29,347 $ 36,228 $ 47,253 $ 57,476 $ 62,630 $ 69,288 $ 72,455 $ 67,899 $ 71,507
Discount (in

Reserves Held) 1,287 1,423 1,499 1,516 1,553 2,110 2,264 2,429 2,574 2,655 3,217
Net Reserves

Held

(Undiscounted) 26,971 27,428 30,846 37,744 48,806 59,586 64,894 71,717 75,029 70,554 74,724
Paid
(Cumulative) as

of:
One year later 9,709 11,007 10,775 12,163 14,910 15,326 14,862 16,531 24,267 15,919
Two years later 17,149 18,091 18,589 21,773 24,377 25,152 24,388 31,791 36,164
Three years
later 21,930 23,881 25,513 28,763 31,296 32,295 34,647 40,401

Four years later 26,000 28,717 30,757 33,825 36,804 40,380 40,447
Five years later 29,473 32,685 34,627 38,087 43,162 44,473
Six years later 32,421 35,656 37,778 42,924 46,330

Seven years

later 34,660 38,116 41,493 45,215
Eight years

later 36,497 41,055 43,312

Nine years later 38,943 42,591
Ten years later 40,153

(in millions) 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

$ 26971 $ 27,428 $ 30,846 $ 37,744 $ 48,806 $ 59,586 $ 64,894 $§ 71,717 $ 75,029 $ 70,554 $ 74,724

15
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Net Reserves

Held

(Undiscounted)

Undiscounted

Liability as of:
One year later 26,979 31,112 32,913
Two years later 30,696 33,363 37,583
Three years
later 32,732 37,964 46,179
Four years later 36,210 45,203 48,427
Five years later 41,699 47,078 49,855
Six years later 43,543 48,273 51,560
Seven years
later 44,475 49,803 53,917
Eight years
later 45,767 52,034 56,827
Nine years later 47,682 54,847
Ten years later 50,422

Net Redundancy

/ (Deficiency) (23,451) (27,419) (25,981)

Remaining

Reserves

(Undiscounted) 10,269 12,256 13,515

Remaining

Discount 824 941 1,116

Remaining

Reserves 9,445 11,315 12,399

10 AIG 2010 Form 10-K

40,931
49,463

51,497
52,964
54,870
57,300

60,283

(22,539)

15,068
1,245

13,823

53,486
55,009

56,047
57,618

60,231
63,348

(14,542)

17,018
1,363

15,655

59,533
60,126

61,242

63,872
67,102

(7,516)

22,629
1,531

21,098

64,238
64,764

67,303
70,733

(5,839)

30,286
1,751

28,535

71,836
74,318

78,275

(6,558)

37,874
2,056

35,818

77,800 74,736

82,043

(7,014)  (4,182)

45,879 58,817
2,425 2,836

43,454 55,981
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The following table presents the gross liability (before discount), reinsurance recoverable and net liability recorded for each calendar

year, and the reestimation of these amounts as of December 31, 2010:

(in millions)

Gross Liability, End of
Year

Reinsurance Recoverable,
End of Year

Net Liability, End of Year
Reestimated Gross
Liability

Reestimated Reinsurance
Recoverable

Reestimated Net Liability
Cumulative Gross
Redundancy/(Deficiency)

2000

12,251
26,971

75,731

25,309
50,422

(36,509) (38,172) (34,455) (30,271) (21,418) (12,265)

2001

15,201
27,428

80,801

25,954
54,847

2002

17,327
30,846

82,628

25,801
56,827

2003

15,644
37,744

83,659

23,376
60,283

2004

14,624
48,806

84,848

21,500
63,348

2005

$ 39,222 $ 42,629 $ 48,173 $ 53,388 $ 63,430 $ 79,279

19,693
59,586

91,544

24,442
67,102

2006

$ 82,263

17,369
64,894

91,738

21,005
70,733

(9,475)

2007

$ 87,929

16,212
71,717

97,890

19,615
78,275

(9,961

2008 2009 2010

$ 91,832 $ 88,041 $ 94,368

16,803 17,487 19,644
75,029 70,554 74,724

101,022 94,070

18,979 19,334
82,043 74,736

) (9,190) (6,029)

During 2009, Transatlantic Holdings, Inc. (Transatlantic) was deconsolidated and 21st Century Insurance Group and Agency Auto Division (excluding
AIG Private Client Group) (21st Century) and HSB Group, Inc. (HSB) were sold. 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 1999 through 2008 to remove
the reserves for these divested entities from the ending balance.

Analysis of Consolidated Losses and Loss Expense Reserve Development Excluding Asbestos and Environmental Losses and Loss
Expense Reserve Development

The following table presents the losses and loss expense reserves and the development thereof excluding those for asbestos and
environmental claims for each calendar year.*

(in millions) 2000

Net Reserves

2001

2002

Held $ 24,829 $ 25,286 $ 28,651

Discount (in
Reserves
Held) 1,287
Net Reserves
Held
(Undiscounted) 26,116
Paid
(Cumulative)
as of:
One year
later 9,515
Two years
later 16,808
Three years
later 21,447
Four years
later 25,445

1,423

26,709

10,861
17,801
23,430

28,080

1,499

30,150

10,632
18,283
25,021

29,987

2003

$ 35,559

1,516

37,075

11,999
21,419
28,129

32,686

2004

$ 45,742

1,553

47,295

14,718
23,906
30,320

35,481

2005

$ 55,226 $ 60,451

2,110

57,336

15,047
24,367
31,163

39,009

2006 2007
$ 67,597 $

2,264 2,429
62,715 70,026
14,356 16,183
23,535 31,204
33,555 39,503
39,044

2008 2009 2010

71,062 $ 66,588 $ 69,157

2,574 2,655 3,055

73,636 69,243 72,212

24,028 15,618

35,613
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Five years
later

Six years
later
Seven years
later

Eight years
later

Nine years
later

Ten years
later
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28,643
31,315
33,051
34,543
36,752

37,671

31,771
34,238
36,353
39,055

40,299

33,353
36,159
39,637

41,163

36,601
41,198

43,178

41,600

44,456

42,791
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(in millions) 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Net Reserves

Held

(Undiscounted) $ 26,116 $ 26,709 $ 30,150 $ 37,075 $ 47,295 $ 57,336 $ 62,715 $ 70,026 $ 73,636 $ 69,243 § 72,212
Undiscounted

Liability as of:
One year
later 26,071 30,274 32,129 39,261 51,048 57,077 62,043 70,096 76,251 71,925
Two years
later 29,670 32,438 35,803 46,865 52,364 57,653 62,521 72,423 78,994
Three years
later 31,619 36,043 43,467 48,691 53,385 58,721 64,904 74,880
Four years
later 34,102 42,348 45,510 50,140 54,908 61,195 66,833
Five years
later 38,655 44,018 46,925 51,997 57,365 62,924
Six years
later 40,294 45,201 48,584 54,272 58,981
Seven years
later 41,213 46,685 50,786 55,753
Eight years
later 42,459 48,761 52,199
Nine years
later 44,219 50,077
Ten years
later 45,463
Net
Redundancy/(Defi¢léhddy) (23,368) (22,049) (18,678) (11,686)  (5,588)  (4,118) (4,854) (5,358) (2,682)
Remaining
Reserves
(Undiscounted) 7,792 9,778 11,036 12,575 14,525 20,133 27,789 35,377 43,381 56,307
Remaining
Discount 662 779 953 1,083 1,201 1,369 1,589 1,894 2,263 2,674
Remaining
Reserves 7,130 8,999 10,083 11,492 13,324 18,764 26,200 33,483 41,118 53,633

The following table presents the gross liability excluding liability for asbestos and environmental claims (before discount), reinsurance
recoverable and net liability for each calendar year and the reestimation of these amounts as of December 31, 2010:

(in millions) 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

Gross Liability, End of

Year $ 36,777 $ 40,400 $ 46,036 $ 51,363 $ 59,790 $ 73,808 $ 77,111 $ 83,551 $ 87,973 $ 84,467 $ 87,830
Reinsurance Recoverable,
End of Year 10,661 13,691 15,887 14,288 12,495 16,472 14,396 13,525 14,337 15,224 15,618

Net Liability, End of Year 26,116 26,709 30,149 37,075 47,295 57,336 62,715 70,026 73,636 69,243 72,212
Reestimated Gross

Liability 63,792 69,391 71,561 72973 74,452 81,570 82,422 89,452 93,331 87,149
Reestimated Reinsurance
Recoverable 18,329 19,314 19,362 17,220 15471 18,646 15,589 14,572 14,337 15,224
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Reestimated Net Liability 45,463 50,077 52,199 55,753 58,981 62,924 66,833 74,880 78,994 71,925
Cumulative Gross
Redundancy/(Deficiency)  (27,015) (28,991) (25,525) (21,610) (14,662) (7,762) (5,311) (5,901) (5,358) (2,682)

During 2009, Transatlantic was deconsolidated and 21st Century and HSB were sold. The sales and deconsolidation are reflected in the table above as
a reduction in December 31, 2009 net reserves of $9.6 billion and as an $8.6 billion increase in paid losses for the years 1999 through 2008 to remove
the reserves for these divested entities from the ending balance.

The Liability for unpaid claims and claims adjustment expense as reported in AIG's Consolidated Balance Sheet at December 31, 2010 differs
from the total reserve reported in the Annual Statements filed with state insurance departments and, where appropriate, with foreign regulatory
authorities. The differences at December 31, 2010 relate primarily to reserves for certain foreign operations not required to be reported in the
United States for statutory reporting purposes. Further, statutory practices in the United States require reserves to be shown net of applicable
reinsurance recoverable. In addition, AIG's Consolidated Balance Sheet and the amounts in the tables above are reflected net of intercompany
transactions, whereas statutory financial statements include reserves for intercompany transactions.

Gross loss reserves are calculated without reduction for reinsurance recoverable and represent the accumulation of estimates for reported
losses and IBNR. Management reviews the adequacy of established gross loss reserves in the manner previously described for net loss reserves.

12 AIG 2010 Form 10-K
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For further discussion regarding net loss reserves, see Management's Discussion and Analysis of Financial Condition and Results of
Operations  Results of Operations  Segment Results ~ Chartis Operations  Liability for Unpaid Claims and Claims Adjustment Expense.

SunAmerica Operations

SunAmerica offers a comprehensive suite of products and services to individuals and groups including term life, universal life, accident and
health (A&H), fixed and variable deferred annuities, fixed payout annuities, mutual funds and financial planning. SunAmerica offers its products
and services through a diverse, multi-channel distribution network that includes banks, national, regional and independent broker-dealers,
affiliated financial advisors, independent marketing organizations, independent and career insurance agents, structured settlement brokers,
benefit consultants and direct-to-consumer platforms.

The SunAmerica segment has two operating segments: Domestic Life, which focuses on mortality-and morbidity-based protection products,

and Domestic Retirement Services, which focuses on investment, retirement savings and income solutions.
Business Strategy

SunAmerica's strategy is to increase sales of its products and services in a disciplined manner that drives consistent, profitable earnings
growth and efficient use of capital. To do so, SunAmerica will seek to take advantage of the growing need for insurance solutions to help
Americans achieve their protection, investment, retirement savings and retirement income goals. With its comprehensive platform of products
and services offered through a diverse multi-channel distribution network, SunAmerica is well positioned to help a wide array of customers meet
their goals. SunAmerica plans to further expand its distribution network by adding more distribution firms, increasing the number of individual
agents and financial advisors who sell its products and seeking to increase the productivity of those agents and advisors already selling its
products  especially those in its affiliated group of career and independent agents and financial advisors. SunAmerica will pursue a disciplined
approach to pricing, product feature development, risk management, asset/liability management and expense control. SunAmerica will work to
enhance operational efficiencies and service levels through prudent investments in technology, leveraging resources and enhancing utilization of
lower cost operations centers.

Domestic Life
SunAmerica's Domestic Life operations are conducted through the American General business unit:

American General is a leading provider of individual term and universal life insurance solutions to middle-income and high-net-worth
customers. Primary products include term, universal and whole life insurance, A&H, fixed and indexed deferred annuities, fixed payout
annuities, private placement variable annuities, structured settlements, terminal funding, corporate-owned life insurance, bank-owned life
insurance and group benefits. American General distributes its products through independent marketing organizations, independent and career
insurance agents, structured settlement brokers, benefit consultants and direct-to-consumer platforms, including its wholly owned Matrix Direct
platform.

Domestic Retirement Services
SunAmerica's Domestic Retirement Services operations consist of five business units:

VALIC is a leading provider of defined contribution retirement savings plans sponsored by education, not-for-profit and government
organizations. Primary products include fixed and variable group annuities, and group mutual funds. VALIC also offers group administrative
and compliance services, and individual annuity and mutual fund products. VALIC utilizes career and independent financial advisors to provide
enrollment support and comprehensive financial planning services.

AIG 2010 Form 10-K 13
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Western National is a leading provider of fixed deferred annuities to bank customers. Primary products include single and flexible premium
deferred fixed annuities. Western National sustains its leading position in bank distribution through its collaborative product design process and
efficient and flexible administration platform.

SunAmerica Retirement Markets is a leading provider of deferred variable annuities, which provide comprehensive retirement income
solutions. Variable annuities provide market participation through a diverse menu of equity and fixed income portfolios, guaranteed death
benefits and a suite of guaranteed retirement income solutions. SunAmerica Retirement Markets distributes products through national, regional,
bank and independent broker-dealer firms.

Brokerage Services and Retail Mutual Funds includes the operations of SunAmerica Asset Management, which provides retail mutual
funds and administration services for VALIC's and SunAmerica Retirement Markets' variable annuity funds, and The Advisor Group, which is
one of the largest networks of independent financial advisors in the U.S.

Other includes the operations of SunAmerica Affordable Housing Partners, runoff Guaranteed Investment Contracts (GIC) and individual
annuity portfolios.

The following charts present SunAmerica premiums and other considerations and premiums, deposits and other considerations by line
of business:

Premiums and Other Considerations Premiums, Deposits and Other Considerations

Premiums and other considerations represent premiums received on traditional life insurance policies, deposits on life contingent payout
annuities and fee income related to annuities and life insurance policies. Premiums, deposits and other considerations is a non-GAAP measure
which includes life insurance premiums, deposits on annuity contracts and mutual funds.

The following table presents a reconciliation of premiums, deposits and other considerations to premiums and other considerations:

Year Ended December 31,

(in millions) 2010

Premiums, deposits and other considerations $ 19,086

Deposits (16,461)
Fee income 2,710

Other (105)
Premiums and other considerations $ 5230
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Reinsurance Activities

Chartis subsidiaries operate worldwide primarily by underwriting and accepting risks for their direct account on a gross line basis and
subsequently reinsuring on either an individual risk or an aggregate basis to the extent those risks exceed the desired retention level.

For a further discussion of reinsurance, see Item 1A. Risk Factors Reinsurance; and Item 7. Management's Discussion and Analysis of
Financial Condition and Results of Operations Risk Management Insurance Risk Management Reinsurance.

Insurance Investment Activities

A significant portion of the revenues of Chartis and SunAmerica operations are derived from AIG's insurance investment activities. As
insurance companies, Chartis and SunAmerica generally receive premiums and deposits well in advance of paying covered claims or benefits. In
the intervening periods, these premiums and deposits are invested to generate net investment income and fee income that is available to pay
claims or benefits.

AIG's worldwide insurance investment policy places primary emphasis on investments in fixed income securities of corporations, municipal
bonds and government issuances in all of its portfolios, and, to a lesser extent, investments in high-yield bonds, common stocks, real estate,
hedge funds and other alternative investments.

The majority of assets backing insurance liabilities at AIG consist of intermediate and long duration fixed maturity securities. In the case of
SunAmerica, the fundamental investment strategy is, as nearly as is practicable, to match the duration characteristics of the liabilities with assets
of comparable duration. Fixed maturity securities held by the insurance companies included in Chartis U.S. historically have consisted primarily
of laddered holdings of tax-exempt municipal bonds, which provided attractive after-tax returns and limited credit risk. In order to meet the
Chartis U.S. current risk/return and tax objectives, the domestic property and casualty companies have begun to shift investment allocations
away from tax-exempt municipal bonds towards taxable instruments which meet the companies' liquidity, duration and quality objectives as well
as current risk-return and tax objectives. Fixed maturity securities held by Chartis International companies consist primarily of intermediate
duration high-grade securities.

See Item 7. Management's Discussion and Analysis of Financial Condition and Results of Operations Investments Investment Strategy for
discussion of AIG's investment strategy.

The following table summarizes the investment results of AIG's insurance operations, excluding the results of discontinued operations:

Years
Ended
December 31, Annual Average Net Investment Pre-tax Return on
(in millions) Investments™ Income  Average Investments”
Chartis:
2010 $ 100,583 $ 4,392 4.4%
2009 89,236 3,292 3.7
2008 92,313 2,567 2.8
SunAmerica:
2010 $ 154,167 $ 10,768 7.0%
2009 148,202 9,553 6.4
2008 196,515 9,134 4.6
(a)
Includes real estate investments and, in 2008, collateral assets invested under the securities lending program, and excludes cash and short-term
investments.
(b)
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Financial Services Operations
Aircraft Leasing

International Lease Finance Corporation (ILFC), one of the world's leading aircraft lessors, acquires commercial jet aircraft from various
manufacturers and other parties and leases those aircraft to airlines around the world.

As of December 31, 2010, ILFC managed a lease portfolio of over 1,000 aircraft, including an owned fleet of 933 aircraft with a net book
value of approximately $38.5 billion. Additionally, ILFC had contracted with Boeing and Airbus to purchase 115 new aircraft through 2019,
with an estimated purchase price of approximately $13.5 billion.

ILFC believes its scale, the breadth and mix of its aircraft portfolio and its long-standing relationships with a global customer base that
includes the majority of the world's leading airlines allow it to lease aircraft under favorable terms and maximize utilization.

As part of its ongoing fleet strategy, ILFC may pursue potential aircraft sales or opportunities to sell parts of aircraft. In evaluating its fleet
strategies, ILFC is balancing the need for funding with the long-term value of holding aircraft and other financing alternatives.

Capital Markets

AIGFP has continued to unwind its portfolios, including those associated with credit protection written through credit default swaps on super
senior risk tranches of diversified pools of loans and debt securities. As a consequence of its wind-down strategy, AIGFP is entering into new
derivative transactions only to hedge its current portfolio, reduce risk and hedge the currency, interest rate and other market risks associated with
its affiliated businesses. See Management's Discussion and Analysis of Financial Condition and Results of Operations  Liquidity of Parent and
Subsidiaries  Financial Services Capital Markets Wind-down. Prior to the wind-down, AIGFP engaged as principal in a wide variety of
financial transactions, including standard and customized financial products involving commodities, credit, currencies, energy, equities and
interest rates.

Historically, AIGFP derived a significant portion of its revenues from hedged financial positions entered into in connection with counterparty
transactions. Prior to the wind-down, AIGFP also participated as a dealer in a wide variety of financial derivatives transactions.

Other Operations

AIG's Other operations include results from Parent & Other operations, after allocations to AIG's business segments, Mortgage Guaranty
operations, Asset Management operations and results from those divested businesses not included in Discontinued operations.

Parent & Other

AIG's Parent & Other operations consist primarily of interest expense, intercompany interest income that is eliminated in consolidation,
restructuring costs, expenses of corporate staff not attributable to specific reportable segments, expenses related to efforts to improve internal
controls and the financial and operating platforms, corporate initiatives, certain compensation plan expenses, corporate level net realized capital
gains and losses, certain litigation related charges and net gains and losses on sale of divested businesses and properties that did not qualify for
discontinued operations accounting treatment. In addition, fair value gains or losses on AIG's remaining interest in AIA and in the MetLife, Inc.
(MetLife) securities received as consideration from the sale of ALICO are recorded as Net investment income and are included in Parent &
Other operations.

Mortgage Guaranty

The main business of the subsidiaries of UGC is the issuance of residential mortgage guaranty insurance, both domestically and
internationally, that covers mortgage lenders for the first loss for credit defaults on high loan-to-value conventional first-lien mortgages for the
purchase or refinance of one- to four-family residences.

16 AIG 2010 Form 10-K
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UGC previously insured second-lien and private student loans, but ceased insuring new business in these products in 2008, although certain of
the second-lien policies are subject to reinstatement.

Mortgage Guaranty is seeking to take advantage of its risk-based pricing approach, expand into new attractive markets and manage its legacy
exposures through risk mitigation strategies.

Asset Management Operations
AIG's Asset Management operations include the results of the Direct Investment business and the Institutional Asset Management business.

On March 26, 2010, AIG completed the sale of its third-party asset management business. The results of operations through the closing of the
sale are included in the Institutional Asset Management results. Subsequent to the sale, Institutional Asset Management derives the majority of
its revenues from providing asset management services to AIG and its subsidiaries and are eliminated in consolidation.

Direct Investment Business

The Direct Investment business includes results of AIG Global Real Estate, the Matched Investment Program (MIP), AIG's historical program
to generate spread income from investments yielding returns greater than AIG's cost of funds, and certain non-derivative assets and liabilities of
AIGFP. The MIP assets and liabilities and the AIGFP portfolio are being managed as a single portfolio to better match maturities of assets and
liabilities. AIG Global Real Estate is selling, restructuring or otherwise divesting its assets and reducing its funding obligations. Direct
Investment business operating results are significantly impacted by performance in the credit, equity, interest rate, foreign exchange and real
estate markets.

Institutional Asset Management Business

AIG's Institutional Asset Management business is conducted through AIG Global Asset Management Holdings Corp. and its subsidiaries,
including AIG Markets, Inc. (AIG Markets). AIG Markets acts as a derivative intermediary transacting with AIG, its subsidiaries and third
parties.

Divested Businesses

Divested businesses include the historical results of divested entities that did not meet the criteria for discontinued operations accounting
treatment as well as certain immaterial non-core businesses currently in run-off. Divested businesses include the historical results of AIA
through October 29, 2010 and AIG's remaining consumer finance business, discussed below. In the third quarter of 2010 AIG completed an
initial public offering of ordinary shares of AIA; upon completion of the initial public offering, AIG owned approximately 33 percent of the
outstanding shares of AIA. Based on AIG's continuing involvement with AIA, as a result of its ownership of 33 percent of AIA's shares and
board representation, AIA is not presented as a discontinued operation.

Discontinued Operations

Discontinued operations include the results of ALICO, AIG Star, AIG Edison, Nan Shan and AGF. In the fourth quarter of 2010 AIG closed
the sales of ALICO and AGF, and on February 1, 2011 AIG closed the sale of AIG Star and AIG Edison. On January 12, 2011, AIG entered into
an agreement to sell Nan Shan, and expects to close the sale within the next 12 months. See Note 4 to the Consolidated Financial Statements for
additional information on discontinued operations.

Additionally, following the classification of AGF as a discontinued operation in the third quarter of 2010 (see Note 4 to the Consolidated
Financial Statements), AIG's remaining consumer finance business, which is conducted through the AIG Federal Savings Bank and the

Consumer Finance Group in Poland, is now reported in AIG's Other operations category as part of Divested businesses.

AIG 2010 Form 10-K 17
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Locations of Certain Assets

As of December 31, 2010, approximately 25 percent of the consolidated assets of AIG were located outside the U.S. and Canada, including
$3.6 billion of cash and securities on deposit with regulatory authorities in those locations. 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 AIG vary from
country to country and cannot easily be predicted. If expropriation or nationalization does occur, AIG's policy is to take all appropriate measures
to seek recovery of any affected assets. Certain of the countries in which AIG's 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 Foreign Operations and Notes 2 and 3 to the
Consolidated Financial Statements.

Regulation

AIG's operations around the world are subject to regulation by many different types of regulatory authorities, including insurance, securities,
investment advisory, banking and thrift regulators in the United States and abroad.

Supervisory Coordinator

In 1999, AIG became a unitary savings and loan holding company within the meaning of the Home Owners' Loan Act (HOLA) when the U.S.
Office of Thrift Supervision (OTS) granted AIG approval to organize AIG Federal Savings Bank. Until March 2010, AIG was subject to OTS
regulation, examination, supervision and reporting requirements.

Under prior law, a unitary savings and loan holding company, such as AIG, was not restricted as to the types of business in which it could
engage, provided that its savings association subsidiary continued to be a qualified thrift lender. The Gramm-Leach-Bliley Act of 1999 (GLBA)
provides that no company may acquire control of an OTS-regulated institution after May 4, 1999 unless it engages only in the financial activities
permitted for financial holding companies under the law or for multiple savings and loan holding companies. The GLBA, however,
grandfathered the unrestricted authority for activities with respect to a unitary savings and loan holding company existing prior to May 4, 1999,
so long as its savings association subsidiary continues to be a qualified thrift lender under the HOLA. As a unitary savings and loan holding
company whose application was pending as of May 4, 1999, AIG is grandfathered under the GLBA and generally is not restricted under existing
laws as to the types of business activities in which it may engage, provided that AIG Federal Savings Bank continues to be a qualified thrift
lender under the HOLA.

Directive 2002/87/EC (Directive) issued by the European Parliament provides that certain financial conglomerates with regulated entities in
the European Union, such as AIG, are subject to supplementary supervision. Pursuant to the Directive, the Commission Bancaire, the French
banking regulator, was appointed as AIG's supervisory coordinator. From February 2007 until March 2010, with the approval of the
Commission Bancaire, OTS acted as AIG's equivalent supervisor, as permitted by the Directive in circumstances in which a financial
conglomerate organized outside the European Union, such as AIG, has proposed to have one of its existing regulators recognized as its
coordinator and such regulator's supervision is determined to be equivalent to that required by the Directive. Since March 2010, AIG has been in
discussions with, and has provided information to, the Autorité de Contrdle Prudentiel (formerly, the Commission Bancaire) and the UK
Financial Services Authority regarding the possibility of proposing another of AIG's existing regulators as its equivalent supervisor.

Dodd-Frank Wall Street Reform and Consumer Protection Act

On July 21, 2010, the Dodd-Frank Wall Street Reform and Consumer Protection Act (Dodd-Frank) was signed into law. Dodd-Frank effects
comprehensive changes to the regulation of financial services in the United States and will subject AIG to substantial additional federal
regulation. Dodd-Frank is intended to enhance the safety and soundness of U.S. financial institutions and increase public confidence in them.
Dodd-Frank directs existing and newly-created government agencies and oversight bodies to promulgate regulations implementing the law, an
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ongoing process anticipated to continue over the next few years. Many of the regulations must be adopted before July 16, 2011. AIG 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 AIG's businesses, results of operations, cash flows or financial condition; or require AIG to raise additional
capital or result in a downgrade of AIG's credit ratings.

Dodd-Frank's potential impact on AIG includes the following:

The new legislation provides two scenarios in which the Board of Governors of the Federal Reserve System (FRB) could
become AIG's regulator: (1) if AIG is recognized as a "savings and loan holding company" as defined by the Home Owners'
Loan Act (HOLA); and/or (2) if the newly created systemic risk regulator the Financial Stability Oversight Council
(Council) designates AIG as a company whose material financial distress, or whose nature, scope, size, scale, concentration,
interconnectedness or mix of activities, could pose a threat to the financial stability of the United States (a Designated

Financial Company).

If AIG becomes subject, as a savings and loan holding company, to the examination, enforcement and supervisory authority
of the FRB, the FRB would be required to impose minimum leverage and risk-based capital requirements on AIG and its
subsidiaries. AIG cannot predict what capital regulations the FRB would promulgate under these authorizations, either
generally or as applicable to insurance businesses, nor can AIG predict how the FRB would exercise general supervisory
authority over AIG. If designated as a Designated Financial Company, AIG would become subject to stricter prudential
standards not yet specified, 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, a new early
remediation process and a requirement to maintain a plan for rapid and orderly dissolution in the event of severe financial

distress.

If AIG is designated as a Designated Financial Company and determined to be a grave threat to U.S. financial stability, it
would be required to maintain a debt-to-equity ratio of no more than 15:1, and the FRB could (i) limit AIG's ability to merge
with, acquire, consolidate with, or become affiliated with another company, to offer specified financial products or to
terminate specified activities; (ii) impose conditions on how we conduct our activities or (iii) with approval of the Council,
and a determination that the foregoing actions are inadequate to mitigate a threat to U.S. financial stability, require AIG to

sell or otherwise transfer assets or off-balance-sheet items to unaffiliated entities.

In either scenario, AIG may become subject to stress tests to determine whether, on a consolidated basis, AIG has the capital
necessary to absorb losses due to adverse economic conditions. AIG cannot predict how the stress tests would be designed or
conducted or whether the results thereof would cause AIG to alter its business practices or affect the perceptions of

regulators, rating agencies, customers, counterparties or investors about AIG's financial strength.

The Council may recommend that state insurance regulators or other regulators apply new or heightened standards and
safeguards for activities or practices that AIG and other insurers or other financial services companies engage in.

If AIG is considered a banking entity for purposes of certain provisions in Dodd-Frank referred to as the "Volcker Rule"
AIG would become subject to the provisions of Dodd-Frank prohibiting, subject to the rule's exceptions, "proprietary
trading" and the sponsorship of, or investment in, hedge, private equity or similar funds. Even if AIG no longer controlled an
insured depository institution, AIG might still be subject to additional capital and quantitative limitations under the Volcker

Rule.
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Title II of Dodd-Frank provides that a financial company whose largest United States subsidiary is an insurer may be subject
to a special liquidation process outside the federal bankruptcy code. That process is to be administered by the Federal
Deposit Insurance Corporation (FDIC) upon a coordinated determination by the Secretary of the Treasury, the director of the
Federal Insurance Office and the Board of Governors of the Federal Reserve System, in consultation with the FDIC, that
such a financial company is in default or in
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danger of default and presents a systemic risk to U.S. financial stability. AIG is a financial company and its largest U.S.
subsidiary is an insurer.

Dodd-Frank establishes a new framework for regulation of the over-the-counter (OTC) derivatives markets and certain
market participants that could affect various activities of AIG and its insurance subsidiaries, as well as Capital Markets.
These regulations could impose margin or collateral requirements on derivative transactions entered into by AIG prior to the
passage of Dodd-Frank or intercompany derivative transactions between AIG and one or more of its affiliates or between
affiliates. Any such margin or collateral requirements could adversely affect AIG's liquidity and credit ratings. The CFTC
and SEC have published proposed rules governing major swap participants and major security-based swap participants. If
AIG or one or more of its subsidiaries meet the tests finally adopted by the CFTC or SEC, AIG or one or more of its
subsidiaries may become subject to derivative transaction clearing, execution and reporting requirements, capital and margin

requirements and business conduct rules.

Dodd-Frank establishes a Federal Insurance Office (FIO) within the Department of the Treasury to be 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 would perform various functions with respect to insurance (other than health
insurance), including serving as a non-voting member of the Council and participating in the Council's decisions regarding
insurers, potentially including AIG to be designated for stricter prudential regulation. The director is also required to conduct
a study on how to modernize and improve the system of insurance regulation in the United States, including by increased
national uniformity through either a federal charter or effective action by the states. The FIO may also recommend enhanced

regulations to state insurance regulatory bodies.

Dodd-Frank authorizes the FRB to require a savings and loan holding company or a Designated Financial Company to place
its financial activities in an intermediate holding company separate from non-financial activities (as defined for purposes of
the Bank Holding Company Act) and imposes restrictions on transactions between the two businesses, which could be

burdensome and costly to implement.

Dodd-Frank establishes the Bureau of Consumer Financial Protection (BCFP) as an independent agency 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 BCFP's general jurisdiction, and broker-dealers and investment advisers are not

subject to the BCFP'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. These changes may

adversely affect UGC's business.

Dodd-Frank seeks to increase efficiency, reduce transaction costs and improve consumer access in the nonadmitted property
and casualty insurance market (excess and surplus lines). AIG expects that these measures will make certain of Chartis'

operations within the U.S. more streamlined and efficient, although they could lead to greater competition in these markets.

Dodd-Frank includes various securities law reforms that may affect AIG's business practices and the liabilities and/or
exposures associated therewith, including:

The SEC recently completed a staff report on registered broker-dealers who provide personalized
investment advice to retail investors, such as certain of SunAmerica's operations. The staff report
recommended to Congress a uniform fiduciary standard of conduct for broker-dealers and investment
advisers. The SEC may also require broker-dealers selling proprietary or a limited range of products to
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make certain disclosures and obtain customer consents or acknowledgements.
The SEC and other regulators are required to promulgate regulations requiring the originator of certain
asset-backed securities to retain at least five percent of the credit risk of securities sold, which may apply

to activities of subsidiaries of AIG as part of their funding activities in the future.
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Dodd-Frank imposes various assessments on financial companies, including, as applicable to AIG, ex-post assessments to provide funds
necessary to repay any borrowing and 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 AIG into state guaranty funds). AIG cannot predict the potential effects
the new legislation will have on its organizational structure, financial condition or results of operations. However, it is possible that such effect
could be materially adverse.

In addition to the adoption of Dodd-Frank in the United States, regulators and lawmakers around the world are actively reviewing the causes
of the financial crisis and taking steps to avoid similar problems in the future. The Financial Stability Board (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 systematically 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 host 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. IAIS Insurance Core Principles form the baseline threshold for how countries'
financial services regulatory efforts are measured relative to the insurance sector. 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 AIG's subsidiaries conduct business have already begun implementing legislative and regulatory changes consistent with these
recommendations, including proposals governing consolidated regulation of insurance holdings companies by the Financial Services Agency
(FSA) in Japan, financial and banking regulation adopted in France and compensation regulations proposed or adopted by the financial
regulators in Germany (BaFIN) and the United Kingdom (FSA).

AIG cannot predict whether these actions will become effective or the effect they may have on the financial markets or on AIG's business,
results of operations, cash flows, financial condition and credit ratings.

Other Regulatory Developments

AIG's operations are subject to regulatory supervision and the possibility of intervention. In light of AIG's liquidity problems beginning in the
third quarter of 2008, AIG and its regulated subsidiaries have been subject to intense review and supervision around the world. Regulators have
taken significant steps to protect the businesses of the entities they regulate. These steps have included:

restricting or prohibiting the payment of dividends to AIG Parent and its subsidiaries;

restricting or prohibiting other payments to AIG Parent and its subsidiaries;

requesting additional capital contributions from AIG Parent;

requesting that intercompany reinsurance reserves be covered by assets locally;

restricting the business in which the subsidiaries may engage;

requiring pre-approval of all proposed transactions between the regulated subsidiaries and AIG Parent or any affiliate; and

requiring more frequent reporting, including with respect to capital and liquidity positions.

Legislation in the European Union could also affect AIG's international insurance operations. The Solvency II Directive (2009/138/EEC),
which was adopted on November 25, 2009 and is expected to become effective in January 2013 (Solvency II), reforms the insurance industry's
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standards. The impact on AIG 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 AIG as a group could be required to be supervised under
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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 AIG is not currently able to predict the impact of Solvency II.

AIG expects that the regulations applicable to it and its regulated entities will continue to evolve for the foreseeable future.
Regulation of Domestic Insurance Subsidiaries

Certain states require registration and periodic reporting by insurance companies that are licensed in such states and are controlled by other
corporations. Applicable legislation typically requires periodic disclosure concerning the corporation that controls the registered insurer and the
other companies in the holding company system and prior approval of intercorporate services and transfers of assets, including in some instances
payment of dividends by the insurance subsidiary, within the holding company system. AIG's subsidiaries are registered under such legislation
in those states that have such requirements.

AIG's insurance subsidiaries, in common with other insurers, 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 and reserves for unearned premiums, losses and other purposes. In general, such regulation is
for the protection of policyholders rather than the equity owners of these companies.

AIG has taken various steps to enhance the capital positions of the Chartis U.S. and SunAmerica companies. AIG entered into capital
maintenance agreements with these companies that set forth procedures through which AIG has provided, and expects to continue to provide,
capital support. Also, in order to allow the Chartis U.S. companies to record as an admitted asset at December 31, 2010 certain reinsurance
ceded to non-U.S. reinsurers, which has the effect of maintaining the level of the statutory surplus of such companies, AIG obtained and entered
into reimbursement agreements for approximately $6.1 billion of letters of credit issued by several commercial banks in favor of certain Chartis
and SunAmerica companies and funded trusts totaling $800 million in favor of certain Chartis 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. The RBC Model Law, which allows states to act upon the results of RBC calculations, 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 calculated RBC ratio above the respective threshold through a mandatory
regulatory takeover of the company. The action thresholds are based on RBC levels that are calculated so that a company, subject to such
actions, is solvent but its future solvency is in doubt without some type of corrective action. The RBC formula computes a risk-adjusted surplus
level by applying discreet 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 AIG's U.S.-based life and property and casualty insurance subsidiaries exceeded RBC minimum required
levels as of December 31, 2010.

To the extent that any of AIG's insurance entities would fall below prescribed levels of statutory surplus, it would be AIG's intention to
provide appropriate capital or other types of support to that entity, under formal support or capital maintenance agreements or otherwise.
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There are a number of proposals to amend state insurance laws and regulations in ways that could affect AIG and its subsidiaries. The
National Association of Insurance Commissioners (NAIC) has recently adopted or amended model laws on holding company regulation that
would provide for supervision of insurers at the corporate group level. Although these changes are only beginning to be adopted by individual
state regulators, it can be expected that most will ultimately adopt them in some form. The various proposals to implement group supervision
include:

uniform standards for insurer corporate governance;

group-wide supervision of insurance holding companies;

adjustments to RBC calculations to account for group-wide risks; and

additional regulatory and disclosure requirements for insurance holding companies.

Additionally, 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 will lead to a set of long-term solvency modernization goals. SMI is broad in
scope, but 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.

AIG cannot predict the potential effect that any new regulations would have on AIG's insurance subsidiaries or on AIG's business, results of
operations, cash flows or financial condition.

Regulation of Domestic Subsidiaries in Foreign Jurisdictions

A substantial portion of Chartis' business is conducted in foreign countries. The degree of regulation and supervision in foreign jurisdictions
varies. Generally, AIG, as well as the underwriting companies operating in such jurisdictions, must satisfy local regulatory requirements.
Licenses issued by foreign authorities to AIG subsidiaries are subject to modification or revocation by such authorities, and these subsidiaries
could be prevented from conducting business in certain of the jurisdictions where they currently operate.

In addition to licensing requirements, AIG's 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 AIG 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 Management's Discussion and Analysis of Financial Condition and Results of Operations Capital Resources and Liquidity =~ Regulation
and Supervision and Note 18 to Consolidated Financial Statements.

Competition

AIG's businesses operate in highly competitive environments, both domestically and overseas. Principal sources of competition are insurance
companies, banks, investment banks and other non-bank financial institutions. AIG considers its principal competitors to be other large
multi-national insurance organizations.

The insurance industry in particular is highly competitive. Within the United States, Chartis subsidiaries compete with approximately 3,300
other stock companies, specialty insurance organizations, mutual companies and other underwriting organizations. SunAmerica subsidiaries
compete in the United States with approximately 1,800 life insurance companies and other participants in related financial services fields.
Overseas, AIG's subsidiaries compete for business with the foreign insurance operations of large U.S. insurers and with global insurance groups
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As a result of the reduction of the credit ratings of AIG and its subsidiaries, AIG's businesses have faced and continue to face intense
competition to retain existing customers and to maintain business with existing customers and counterparties at historical levels. 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.

For a further discussion of the risks relating to retaining existing customers, soliciting new customers and retaining key employees, see
Item 1A. Risk Factors.

Other Information about AIG

At December 31, 2010, AIG and its subsidiaries had approximately 63,000 employees.

AIG's internet address for its corporate website is www.aigcorporate.com. AIG makes available free of charge, through the Investor
Information section of AIG's corporate website, Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K
and Proxy Statements on Schedule 14A and amendments to those reports or statements filed or furnished pursuant to Sections 13(a), 14(a) or
15(d) of the Securities Exchange Act of 1934, as amended (the Exchange Act), as soon as reasonably practicable after such materials are
electronically filed with, or furnished to, the Securities and Exchange Commission (SEC). AIG also makes available on its corporate website
copies of the charters for its Audit, Nominating and Corporate Governance and Compensation and Management Resources Committees, as well
as its Corporate Governance Guidelines (which include Director Independence Standards), Director, Executive Officer and Senior Financial
Officer Code of Business Conduct and Ethics, Employee Code of Conduct and Related-Party Transactions Approval Policy. Except for the
documents specifically incorporated by reference into this Annual Report on Form 10-K, information contained on AIG's website or that can be
accessed through its website is not incorporated by reference into this Annual Report on Form 10-K.

Directors and Executive Officers of AIG
All directors of AIG are elected for one-year terms at the annual meeting of shareholders.

All executive officers are elected to one-year terms, but serve at the pleasure of the Board of Directors. Except as hereinafter noted, each of
the executive officers has, for more than five years, occupied an executive position with AIG or companies that are now its subsidiaries. There
are no arrangements or understandings between any executive officer and any other person pursuant to which the executive officer was elected
to such position.

Robert Benmosche joined AIG as Chief Executive Officer in August 2009. Prior to joining AIG, Mr. Benmosche served as a member of the
Board of Directors of Credit Suisse Group since 2002. Mr. Benmosche was former Chairman, President and Chief Executive Officer of MetLife,
a leading provider of insurance and other financial services.

Thomas Russo joined AIG as Executive Vice President Legal, Compliance, Regulatory Affairs and Government Affairs and General Counsel
in February 2010. Prior to joining AIG, Mr. Russo was with the law firm of Patton Boggs, LLP, where he served as Senior Counsel. Prior to
that, he was a Vice Chairman of Lehman Brothers Inc. and Chief Legal Officer of Lehman Brothers Holdings, Inc. Before joining Lehman
Brothers in 1993, he was a partner at the law firm of Cadwalader, Wickersham & Taft and a member of its Management Committee.

Peter Hancock joined AIG in February 2010 as Executive Vice President of Finance and Risk. Prior to joining AIG, Mr. Hancock served as
Vice Chairman of KeyCorp, responsible for Key National Banking. Prior to that position, Mr. Hancock was at JP Morgan for 20 years,
eventually serving as head of its fixed income division and ultimately Chief Financial Officer.

Sid Sankaran joined AIG in December 2010 as Senior Vice President and Chief Risk Officer. Prior to that, he was a partner in the Finance and
Risk practice of Oliver Wyman Financial Services and served as Canadian Market Manager since 2006.
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Charles S. Shamieh joined AIG in 2007 as Executive Director of Enterprise Risk management. In January 2011, Mr. Shamieh was elected to
his current position of Senior Vice President and Corporate Chief Actuary. Prior to joining AIG, Mr. Shamieh was Group Chief Risk Officer for
Munich Re Group and a Member of the Group Committee of Munich Re's Board of Management since 2006.

Information concerning the directors and executive officers of AIG as of February 24, 2011 is set forth below.

Served as
Director or
Officer
Name Title Age Since
Robert H. Benmosche Director and Chief Executive Officer 66 2009
Laurette T. Koellner Director 56 2009
Donald H. Layton Director 60 2010
Christopher S. Lynch Director 53 2009
Arthur C. Martinez Director 71 2009
George L. Miles, Jr. Director 69 2005
Henry S. Miller Director 65 2010
Robert S. Miller Chairman 69 2009
Suzanne Nora Johnson Director 53 2008
Morris W. Offit Director 74 2005
Ronald A. Rittenmeyer Director 63 2010
Douglas M. Steenland Director 59 2009
William N. Dooley Executive Vice President Investments and Financial Services 58 1992
Peter D. Hancock Executive Vice President  Finance, Risk and Investments 52 2010
David L. Herzog Executive Vice President and Chief Financial Officer 51 2005
Kristian P. Moor Executive Vice President Domestic General Insurance 51 1998
Thomas A. Russo Executive Vice President Legal, Compliance, Regulatory Affairs,
Government Affairs and General Counsel 67 2010
Brian T. Schreiber Executive Vice President Treasury and Capital Markets 45 2002
Nicholas C. Walsh Executive Vice President Foreign General Insurance 60 2005
Jay S. Wintrob Executive Vice President SunAmerica Financial Group 53 1999
Jeffrey J. Hurd Senior Vice President Human Resources and Communications 44 2010
Sid Sankaran Senior Vice President and Chief Risk Officer 33 2010
Monika M. Machon Senior Vice President and Chief Investment Officer 50 2009
Charles S. Shamieh Senior Vice President  Corporate Chief Actuary 44 2011
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Item 1A. Risk Factors

We were significantly and adversely affected by the market turmoil in late 2008 and early 2009 and, despite the recovery in the markets in
mid-2009 through 2010 and our recapitalization activities, are subject to significant risks, as discussed below.

The risks described below are not the only ones we face. Additional risks that are not currently known to us or that we currently believe are
immaterial may also adversely affect our business, results of operations, financial condition or liquidity. Many of these risks are interrelated and
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 on us. As a result, should certain of these risks emerge,
we may need to raise additional capital or obtain other sources of commercial funding, such as through additional credit facilities, which may not
be available.

Credit and Financial Strength Ratings

A downgrade in the Insurer Financial Strength ratings of our insurance companies could prevent the companies 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 a company's competitive position.

Further downgrades of the IFS ratings of our insurance companies may prevent these companies from offering products and services or result
in increased policy cancellations or termination of assumed reinsurance contracts. Moreover, a downgrade in AIG Parent's credit ratings may,
under credit rating agency policies concerning the relationship between parent and subsidiary ratings, 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. Adverse ratings actions regarding our long-term debt ratings by the major rating agencies would require us to post additional
collateral payments pursuant to, and/or permit the termination of, derivative transactions to which AIGFP is a party, which could adversely
affect our business, our consolidated results of operations in a reporting period or our liquidity. Credit ratings estimate a company's ability to
meet its obligations and may directly affect the cost and availability to that company of financing. In the event of a further downgrade of our
long-term senior debt ratings, AIGFP would be required to post additional collateral, and certain of AIGFP's counterparties would be permitted
to elect early termination of contracts.

Based on our financial derivative transactions, including those of AIGFP, outstanding at December 31, 2010 (as if the downgrade by Moody's
Investors' Services (Moody's) on January 12, 2011 had occurred on December 31, 2010), a one notch downgrade of our long-term senior debt
rating to BBB+ by Standard & Poor's Financial Services LLC, a subsidiary of The McGraw-Hill Companies, Inc (S&P), would have permitted
counterparties to make additional collateral calls and permit the counterparties to elect early termination of contracts, resulting in up to
approximately $0.7 billion of corresponding collateral postings and termination payments; a one-notch downgrade to Baa2 by Moody's and a
two-notch downgrade to BBB by S&P would have resulted in approximately $0.4 billion in additional collateral postings and termination
payments above the aforementioned $0.7 billion; and a two-notch downgrade to Baa3 by Moody's and a three-notch downgrade to BBB- by
S&P would have resulted in approximately $0.2 billion of additional collateral posting and termination payments above the aforementioned
$1.1 billion.

Additional collateral postings upon downgrade are estimated based on the factors in the individual collateral posting provisions of the Credit
Support Annex (CSA) with each counterparty and current exposure as of December 31, 2010. Factors considered in estimating the termination
payments upon downgrade include current
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market conditions, the complexity of the derivative transaction, historical termination experience and other observable market events such as
bankruptcy and downgrade events that have occurred at other companies. Management's estimates are also based on the assumption that
counterparties will terminate based on their net exposure to AIG. The actual termination payments could significantly differ from management's
estimates given market conditions at the time of the 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.

For a further discussion of our liquidity, see Management's Discussion and Analysis of Financial Condition and Results of Operations = Capital
Resources and Liquidity  Liquidity.

Market Conditions

Our businesses, consolidated results of operations and financial condition have been and may continue to be materially and adversely
affected by market conditions. Our businesses are highly dependent on the business environment in which they operate. In 2008 and through
early 2009, the significant deterioration in worldwide economic conditions materially and adversely affected our businesses. The global financial
crisis resulted in a serious lack of liquidity, highly volatile markets, a steep depreciation in asset values across all classes, an erosion of investor
and public confidence, a widening of credit spreads, a lack of price transparency in many markets and the collapse or merger of several
prominent financial institutions. Difficult economic conditions also resulted in increased unemployment and a severe decline in business activity
across a wide range of industries and regions. While the markets and the business environment have generally stabilized and improved in mid-
and late 2009 and in 2010, asset values for many asset classes have not returned to previous levels, and business, financial and economic
conditions, particularly unemployment levels, continue to be negatively affected. Revenue and budget constraints affecting U.S. municipalities,
lending activities and the housing and commercial property markets also continue to have a negative effect on asset values. There can be no
assurance that the conditions supporting the recent recovery will continue in the near or long term. If they do not, we may be negatively affected
in a number of ways, including, but not limited to:

declines in the valuation and performance of our investment portfolio;

declines in the value of our remaining shares in AIA and the MetLife securities received in the disposition of ALICO;

unrealized market valuation losses on our super senior credit default swap portfolio;

increased credit losses;

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;

increased liability associated with interest rate guarantees in life annuity products;
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an increase in policy surrenders and cancellations; and

a writeoff of deferred policy acquisition costs (DAC).
Investment Portfolio and Concentration of Investments, Insurance and Other Exposures

The value of our investment portfolio is subject to a number of risks and uncertainties, including changes in interest rates. Changes in
interest rates can negatively affect the performance of our investment securities. 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
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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 is a quantitative and qualitative
process that is subject to significant management judgment.

Concentration of our investment portfolios in any particular segment of the economy may have adverse effects. Our results of operations
have been adversely affected and may continue to be adversely affected by a concentration in 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; U.S. state and local government issuers and authorities (as described below); and Eurozone
governments and corporations. These types of concentrations in our investment portfolios could have an adverse effect on the value of these
portfolios and consequently on our consolidated results of operations and financial condition. Events or developments that have a negative effect
on any particular industry, asset class, group of related industries or geographic region may have a greater adverse effect on the investment
portfolios to the extent that the portfolios are concentrated. Furthermore, our ability to sell assets relating to such particular groups of related
assets may be limited if other market participants are seeking to sell at the same time.

The value of our investment portfolio is exposed to the creditworthiness of state and municipal governments. We hold a large portfolio of
state and municipal bonds ($46.6 billion at December 31, 2010), primarily in Chartis, and, because of the budget deficits that most states and
many municipalities are continuing to incur in the current economic environment, the risks associated with this portfolio have increased.
Negative publicity surrounding certain states and municipal issues has negatively affected the value of our portfolio and reduced the liquidity in
the state and municipal bond market. Defaults, or the prospect of imminent defaults, by the issuers of state and municipal bonds could cause our
portfolio to decline in value and significantly reduce the portfolio's liquidity, which could also adversely affect AIG Parent's liquidity if AIG
Parent then needed, or was required by its capital maintenance agreements, to provide additional capital support to the insurance subsidiaries
holding the affected state and municipal bonds. As with our fixed income security portfolio generally, rising interest rates would also negatively
affect the value of our portfolio of state and municipal bonds and could make those instruments more difficult to sell. A decline in the liquidity
or market value of these instruments, which are carried at fair value for statutory purposes, could also result in a decline in the Chartis entities'
capital ratios and, in turn, require AIG Parent to provide additional capital to those entities.

Concentration of our insurance and other risk exposures may have adverse effects. We seek to manage the risks to which we are exposed as
a result of the insurance policies, derivatives and other obligations that we undertake to customers and counterparties by monitoring the
diversification of our exposures by exposure type, industry, geographic region, counterparty and otherwise and by using reinsurance, hedging
and other arrangements to limit or offset exposures that exceed the limits we wish to retain. In certain circumstances, or with respect to certain
exposures, such risk management arrangements may not be available on acceptable terms or may prove to be ineffective, or our exposure in
absolute terms may be so large that even slightly adverse experience compared to our expectations may have a material adverse effect on our
consolidated financial condition or results of operations or result in additional statutory capital requirements.

Casualty Insurance Underwriting and Reserves

Casualty insurance liabilities are difficult to predict and may exceed the related reserves for losses and loss expenses.  Although we
regularly review the adequacy of the established Liability for unpaid claims and claims adjustment expense and conduct an extensive analysis of
our reserves at each year end, 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 for long-tail casualty lines of
business, which include excess and umbrella liability, D&O, professional liability, medical malpractice, workers' compensation, general liability,
products liability and related classes, as well as for asbestos and environmental exposures. 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.
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Moreover, any deviation in loss cost trends or 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. For example, in the fourth quarter of 2010, we recorded a net charge of
$4.2 billion to strengthen Chartis loss reserves, reflecting adverse development in classes of business with long reporting tails, primarily asbestos
(which includes policies written more than 25 years ago), excess casualty, excess workers' compensation and primary workers' compensation.
Thus, there is the potential for reserves with respect to a number of years to 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 inflation or in the judicial environment, or in other social or economic phenomena affecting claims, such as the effects
that the recent disruption in the credit markets could have on reported claims under D&O or professional liability coverages. For a further
discussion of our loss reserves, see Management's Discussion and Analysis of Financial Condition and Results of Operations  Results of
Operations  Segment Results  Chartis Operations  Liability for unpaid claims and claims adjustment expense and Critical Accounting Estimates
Liability for unpaid claims and claims adjustment expense (Chartis).

Competition

We face intense competition in each of our businesses. Our businesses operate in highly competitive environments, both domestically and
overseas. Principal sources of competition are insurance companies, banks, investment banks and other non-bank financial institutions. We
consider our principal competitors to be other large multi-national insurance organizations.

The insurance industry in particular is highly competitive. Within the U.S., Chartis subsidiaries compete with approximately 3,300 other stock
companies, specialty insurance organizations, mutual companies and other underwriting organizations. SunAmerica subsidiaries compete in the
U.S. with approximately 1,800 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.

As a result of the reduction of our credit ratings and those of our subsidiaries and the lingering effects of AIG's recent negative publicity, we
have faced and continue to face intense competition to retain existing customers and to maintain business with existing customers and
counterparties at historical levels. 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.

Guarantees Within Variable Annuities

Guarantees Within Certain of Our Products May Decrease Our Earnings and Increase the Volatility of Our Results. Certain variable
annuity products that we offer guarantee a certain level of benefits to the policyholder. These guarantee features include guaranteed minimum
death benefits (GMDB), guaranteed minimum income benefits (GMIB), guaranteed minimum withdrawal benefits (GMWB) and guaranteed
minimum account value benefits (GMAV). At December 31, 2010, our net liabilities associated with these guaranteed benefits, representing the
aggregate amount of the benefits in excess of the related account values, were $613 million. We use reinsurance in combination with derivative
instruments to mitigate the exposure associated with these liabilities, and while we believe that these and other actions have mitigated the risks
related to these guaranteed benefits, our exposure is not fully hedged, and we remain liable in the event that reinsurers or counterparties are
unable or unwilling to pay. In addition, downturns in equity markets, increased equity volatility or reduced interest rates could result in an
increase in the valuation of the future policy benefits or policyholder account balances, increasing the liabilities associated with the guaranteed
benefits and resulting in a reduction in our net income.
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Adjustments to Deferred Policy Acquisition Costs for Life Insurance and Retirement Services Companies

Interest rate fluctuations, increased surrenders, investment returns and other events may require our subsidiaries to accelerate the
amortization of deferred policy acquisition costs (DAC), which could adversely affect our results of operations. DAC represents the costs that
vary with and are related primarily to the acquisition of new and renewal insurance and annuity contracts. When interest rates rise or customers
lose confidence in a company, policy loans and policy surrenders and withdrawals of life insurance policies and annuity contracts may increase
as policyholders seek to buy products with perceived higher returns or more stability, resulting in an acceleration of the amortization of DAC. To
the extent such amortization exceeds surrender or other charges earned upon surrender and withdrawals of certain life insurance policies and
annuity contracts, our results of operations could be negatively affected.

DAC for both insurance-oriented and investment-oriented products, as well as retirement services products, is reviewed for recoverability,
which involves estimating the future profitability of current business. This review involves significant management judgment. If future
profitability is substantially lower than estimated, we could be required to accelerate DAC amortization, and such acceleration could adversely
affect our results of operations. For a further discussion of DAC, see Management's Discussion and Analysis of Financial Condition and Results
of Operations  Critical Accounting Estimates and Notes 2 and 10 to the Consolidated Financial Statements.

Catastrophe Exposures

The occurrence of catastrophic events could adversely affect our consolidated financial condition or results of operations. The occurrence
of events such as hurricanes, earthquakes, pandemic disease, acts of terrorism and other catastrophes could adversely affect our consolidated
financial condition or results of operations, including by exposing our businesses to the following:

widespread claim costs associated with property, workers' compensation, mortality and morbidity claims;

loss resulting from a decline in the value of invested assets to below the amount required to meet policy and contract
liabilities; and

loss resulting from actual policy experience emerging adversely in comparison to the assumptions made in the product
pricing related to mortality, morbidity, termination and expenses.

Reinsurance

Reinsurance may not be available or affordable. Our subsidiaries are major purchasers of reinsurance and utilize reinsurance as part of our
overall risk management strategy. Reinsurance is an important risk management tool to manage transaction and insurance line risk retention and
to mitigate losses that may arise from catastrophes. Market conditions beyond our control determine the availability and cost of the reinsurance
purchased by our subsidiaries. For example, reinsurance may be more difficult or costly to obtain after a year with a large number of major
catastrophes. Accordingly, we may be forced to incur additional expenses for reinsurance or may be unable to obtain sufficient reinsurance on
acceptable terms, in which case we would have to accept an increase in exposure risk, reduce the amount of business written by our subsidiaries
or seek alternatives.

Reinsurance subjects us to the credit risk of our reinsurers and may not be adequate to protect us against losses. ~Although reinsurance
makes the reinsurer liable to our subsidiary to the extent the risk is ceded, it does not relieve our subsidiary of the primary liability to its
policyholders. Accordingly, we bear credit risk with respect to our subsidiaries' reinsurers to the extent the credit risk is not mitigated by
collateral or other credit enhancements. A reinsurer's insolvency or inability or refusal to make timely payments under the terms of its
agreements with our subsidiaries could have a material adverse effect on our results of operations and liquidity. For additional information on
our reinsurance, see Management's Discussion and Analysis of Financial Condition and Results of Operations Risk Management Insurance
Risk Management Reinsurance.
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Indemnity Obligations

Claims under indemnity obligations may be material. - We have provided financial guarantees and indemnities in connection with the
businesses sold or under contract for sale, including ALICO, AGF, AIG Star and AIG Edison. While we do not currently believe that the claims
under these indemnities will be material, it is possible that significant indemnity claims could be made against us. If such a claim were
successful, our results of operations, cash flows and liquidity could be materially adversely affected. See Note 16 to the Consolidated Financial
Statements for more information on these financial guarantees and indemnities.

Regulation

The enactment of the Dodd-Frank Wall Street Reform and Consumer Protection Act will subject us to substantial additional federal
regulation, which may materially and adversely affect our businesses, results of operations, cash flows, financial condition and credit
ratings. On July 21, 2010, the Dodd-Frank Wall Street Reform and Consumer Protection Act (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 with certainty the requirements of the regulations ultimately adopted or how or whether Dodd-Frank and such
regulations will affect our businesses, results of operations, cash flows or financial condition, require us to raise additional capital or result in a
downgrade of our credit ratings.

We may become subject to the examination, enforcement and supervisory authority of the FRB as a savings and loan holding company or a
Designated Financial Company. In such an event:

We would become subject to the examination, enforcement and supervisory authority of the FRB. We cannot predict how
the FRB would exercise general supervisory authority over us.

The FRB would be required to impose minimum leverage and risk-based capital requirements on us not less than those
applicable to insured depository institutions.

We may be required to place our financial activities in an intermediate holding company separate from our non-financial
activities (as defined for purposes of the Bank Holding Company Act) subject to restrictions on transactions between the two
businesses, which could be burdensome and costly to implement.

If we are designated a Designated Financial Company:

We may become subject to stress tests to determine whether, on a consolidated basis, we have the capital necessary to absorb
losses due to adverse economic conditions.

We would be subject to stricter prudential standards not yet specified, 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 dissolution in the event of severe financial

distress.

We would become subject to a new early remediation regime process, the details of which are not yet established, to be
administered by the FRB.

If we are designated as a Designated Financial Company and determined to be a grave threat to U.S. financial stability:
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We would be required to maintain a debt-to-equity ratio of no more than 15:1.

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;
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impose conditions on how we conduct our activities; or

with approval of the Financial Stability Oversight Council (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.

If we continue to control AIG Federal Savings Bank or another insured depository institution, we would become subject to the "Volcker
Rule", which would place limits on "proprietary trading" and the sponsorship of, or investment in, hedge, private equity or similar funds. Such
prohibitions could substantially impact our investment business as it is currently managed. The Volcker Rule contains an exception for trading
by insurance companies for their general account, but the extent of this exception cannot be predicted. Even if we no longer controlled an
insured depository institution, we might still be subject to additional capital and quantitative limitations under the Volcker Rule.

In addition, Dodd-Frank establishes a new framework for regulation of OTC derivatives under which we may have to collateralize previously
uncollateralized swaps. These additional obligations to post collateral or the costs of assignment, termination or obtaining alternative credit
could have a material adverse affect on us. This new framework may also increase the cost of conducting a hedging program or have other
effects materially adverse to us.

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, cash flows or
financial condition. It is possible that the regulations adopted under Dodd-Frank could significantly alter our business practices, require us to
raise additional capital, impose burdensome and costly requirements and add additional costs. Some of the regulations may also affect the
perceptions of regulators, rating agencies, customers, counterparties, creditors or investors about our financial strength and could potentially
affect our financing costs or result in a ratings downgrade.

We are subject to extensive regulation in the jurisdictions in which we conduct our businesses, including with respect to the pricing of policies
that we write, and regulatory actions could make it challenging for us to continue to engage in business in the ordinary course. Our operations
around the world are subject to regulation by different types of regulatory authorities, including insurance, securities, investment advisory,
banking and thrift regulators in the United States and abroad. Regulators have the ability to take various steps to protect the businesses of the
entities they regulate. These steps could include:

restricting or prohibiting the payment of dividends to AIG Parent and its subsidiaries;

restricting or prohibiting other payments to AIG Parent and its subsidiaries;

requesting additional capital contributions from AIG Parent;

requesting that intercompany reinsurance reserves be covered by assets locally;

restricting the business in which the subsidiaries may engage;

requiring pre-approval of all proposed transactions between the regulated subsidiaries and AIG Parent or any affiliate; and

requiring more frequent reporting, including with respect to capital and liquidity positions.
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In addition, the premium rates that we are able to charge and the profits that we are able to obtain are affected by the actions of state and
foreign insurance departments that regulate our businesses. In addition to this regulation, our insurance subsidiaries are subject to laws that
require insurers to participate in assigned risk plans, or to offer coverage to all consumers or at prices that we might not otherwise offer. Any of
these actions could have an adverse effect on our consolidated results of operations.

Requirements of 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 certain of our subsidiaries are subject to laws and regulations,

32 AIG 2010 Form 10-K

49



Edgar Filing: AMERICAN INTERNATIONAL GROUP INC - Form 10-K

Table of Contents

American International Group, Inc., and Subsidiaries

including the USA PATRIOT Act of 2001, which requires companies to know certain information about their clients and to monitor their
transactions for suspicious activities. In addition, 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.

New regulations promulgated from time to time may affect our operations, financial condition and ability to compete effectively. Legislators
and regulators may periodically consider and put forward various proposals that may affect the profitability of certain of our businesses or even
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, and proposals to 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.

Change in Control

Our ability to utilize tax losses and credits carryforwards to offset future taxable income may be significantly limited if we experience an
"ownership change' under the Internal Revenue Code. As of December 31, 2010, we had a U.S. federal net operating loss carryforward of
approximately $32.3 billion, $27.8 billion in capital loss carryforwards and $4.6 billion in foreign tax credits (Tax Losses and credits
carryforwards). Our ability to utilize 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
losses and credits 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 losses and credits carryforwards arising from
an ownership change under Section 382 would depend on the value of our equity at the time of any ownership change.

While the Department of the Treasury owns more than 50 percent of AIG Common Stock, under guidance issued by the Internal Revenue
Service, we will not be treated as having experienced an ownership change. However, once the Department of the Treasury's ownership of
outstanding AIG Common Stock falls below 50 percent, it is possible for us to experience an ownership change as a result of purchases of AIG
Common Stock by "5-percent shareholders". For the purpose of determining whether there has been an "ownership change", the change in
ownership as a result of purchases by "5-percent shareholders" will be aggregated with certain changes in ownership that occurred over the
three-year period ending on the date of such purchases, including, for example, the sale of AIG Common Stock that was issued in exchange for
the shares of AIG's Series C Perpetual, Convertible, Participating Preferred Stock, par value $5.00 per share (the Series C Preferred Stock), but
excluding the issuance of the AIG Common Stock that was issued in exchange for the shares of AIG's Series E Fixed Rate Non-Cumulative
Perpetual Preferred Stock, par value $5.00 per share (the Series E Preferred Stock), and the shares of AIG's Series F Fixed Rate Non-Cumulative
Perpetual Preferred Stock, par value $5.00 per share (the Series F Preferred Stock). If we were to experience an "ownership change", it is
possible that a significant portion of our tax losses and credits carryforwards could expire before we would be able to use them to offset future
taxable income.
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Foreign Operations

Our foreign operations expose us to risks that may affect our operations, liquidity and financial condition. We provide insurance,
investment and other financial products and services to both businesses and individuals in more than 130 countries. A substantial portion of our
Chartis business is conducted outside the United States, and our intention is to continue to grow this business. Operations outside the United
States, particularly those in developing nations, 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. Generally, AIG Parent, as well as its subsidiaries operating in such
jurisdictions, must satisfy local regulatory requirements. Licenses issued by foreign authorities to our subsidiaries are subject to modification and
revocation. Thus, our insurance 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.

Legal Proceedings

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 the litigation, 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.
It is possible that 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. For a discussion of these unresolved matters, see Note 16(a) to the
Consolidated Financial Statements.

Use of Estimates

If actual experience differs from management's estimates used in the preparation of financial statements, our consolidated results of
operations or financial condition could be adversely affected. The preparation of financial statements in conformity with accounting principles
generally accepted in the United States requires the application of accounting policies that often involve a significant degree of judgment. We
consider our accounting policies that are most dependent on the application of estimates and assumptions, and therefore viewed as critical
accounting estimates, are those described in Management's Discussion and Analysis of Financial Condition and Results of Operations Critical
Accounting Estimates. These accounting estimates require the use of assumptions, some of which are highly uncertain at the time of estimation.
These estimates, by their nature, are based on judgment and current facts and circumstances. Therefore, actual results could differ from these
estimates, possibly in the near term, and could have a material effect on the consolidated financial statements.

Aircraft Leasing Business

Our aircraft leasing business depends on lease revenues and exposes us to the risk of lessee non-performance.  Our aircraft leasing business
depends on the ability of our customers to meet their obligations to us under their leases; if their ability materially decreases, it may negatively
affect our business, results of operations and cash flows.

Our aircraft may become obsolete over time.  Aircraft are long-lived assets requiring long lead times to develop and manufacture. As a
result, aircraft of a particular model and type may become obsolete and less in demand over time, when newer, more advanced and efficient
aircraft or aircraft engines are manufactured. This life cycle, however, can be shortened by world events, government regulation or customer
preferences. As aircraft in our fleet approach obsolescence, demand for particular models and types may decrease. This may result in declining
lease rates or impairment charges and may adversely affect our business, consolidated financial condition, results of operations and cash flows.
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If our internal sources of liquidity are insufficient to meet our needs, we may become dependent on third-party financing, external capital
markets or other sources of liquidity, which may not be available or could be prohibitively expensive. We need liquidity to pay our operating
expenses, interest on our debt and certain maturing debt obligations and to meet any statutory capital requirements of our subsidiaries. If we
have insufficient liquidity to meet our needs, we may be required to raise additional capital or obtain other sources of commercial funding. The
availability of any additional financing depends on a variety of factors, including, but not limited to, general market conditions, the volume of
trading activities, the overall availability of credit, regulatory actions, our credit ratings and credit capacity, as well as the possibility that
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, to the extent they persist or recur, may also limit our ability to access external capital markets at times and
on terms favorable to us and to meet our capital and liquidity needs. For example, our inability to access the capital markets in September 2008
led to the FRBNY providing us financing under the FRBNY Credit Facility. Furthermore, if our internal sources of liquidity prove to be
insufficient, we may be unable to obtain additional financing on favorable terms, if at all. For a further discussion of liquidity, see Management's
Discussion and Analysis of Financial Condition and Results of Operations  Capital Resources and Liquidity.

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 our subsidiaries to fund payments due on its obligations, including its outstanding debt. Further, the majority of its
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.

AIG Parent's ability to support our subsidiaries is limited. Historically, AIG Parent has provided capital and liquidity to our subsidiaries to
maintain regulatory capital ratios, comply with rating agency requirements and meet unexpected cash flow obligations, in some cases under
support or capital maintenance agreements. If AIG Parent is unable to provide support to a subsidiary having an immediate capital or liquidity
need, the subsidiary could become insolvent or, in the case of an insurance subsidiary or other regulated entity, could be seized by its regulator.
In the event of a catastrophe, reserve strengthening or other event, AIG Parent may be required to provide capital to one or more of our regulated
subsidiaries. For example, AIG Parent recently provided $3.7 billion of capital to the Chartis insurance companies as a result of the reserve
strengthening in the fourth quarter of 2010. AIG Parent also expects to enter into additional capital maintenance agreements with certain of our
U.S. insurance subsidiaries that will require it to contribute capital if specific risk-based capital (RBC) thresholds are triggered.

Certain of the investments held by our subsidiaries are illiquid and/or are difficult to sell, or to sell in significant amounts or at acceptable
prices, to generate cash to meet their needs. Our subsidiaries' investments in certain securities, including certain fixed income securities and
certain structured securities, private equity securities, investment partnerships, mortgage loans, flight equipment, finance receivables and real
estate, which had a collective fair value of $103 billion at December 31, 2010, are illiquid or may not be disposed of quickly. Further, we have a
significant remaining stake in AIA and have a significant position in the securities of MetLife, both of which are subject to restrictions on
transfer and hedging. In addition, the steep decline in the U.S. real estate market and tight credit markets have materially adversely affected the
liquidity of our other securities portfolios, including our residential and commercial mortgage-related securities and investment portfolios. In the
event additional liquidity is required by one or more of our subsidiaries and AIG Parent is unable to provide liquidity, it may be difficult to
generate additional liquidity by selling, pledging or otherwise monetizing the less liquid investments described above.
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Special Purpose Vehicle Intercompany Loans and Pledge of Designated Entities

We have pledged equity interests in certain of our businesses and other assets to secure intercompany loans made in connection with the
Recapitalization and granted other control rights with respect to certain businesses and assets. We have pledged, as security for the
repayment of the intercompany loans extended to AIG Parent by the special purpose vehicles that held the proceeds of the AIA initial public
offering and the ALICO sale (the SPVs, and such loans, the SPV Intercompany Loans), our equity interests in Nan Shan and ILFC (the
Designated Entities) as well as the assets that continue to be held by the AIA SPV and the ALICO SPV, including the ordinary shares of AIA
held by the AIA SPV and the MetLife securities received from the sale of ALICO. If we are unable to satisfy our obligations under the SPV
Intercompany Loans, the secured parties may have the right to foreclose upon and sell the assets that secure these loans, which could have a
material adverse effect on the operations of the Designated Entities and could adversely affect the value of the Designated Entities.

Furthermore, so long as the Department of the Treasury holds the preferred interests (the SPV Preferred Interests) in the AIA SPV and the
ALICO SPV, the Department of the Treasury will have the right, subject to existing contractual restrictions, to require us to dispose of our
ordinary shares of AIA and the MetLife securities we received from the sale of ALICO. The consent of the Department of the Treasury will also
be required for us to take specified significant actions with respect to the Designated Entities, including initial public offerings, sales of the
businesses and significant acquisitions or dispositions and incurrence of indebtedness above specified levels. If any SPV Preferred Interests are
outstanding on May 1, 2013, the Department of the Treasury will have the right to compel the sale of all or a portion of one or more of the
Designated Entities on terms that it will determine. These rights could have a material adverse effect on the operations of the Designated Entities
and could adversely affect the value of the Designated Entities.

Controlling Shareholder

As a result of the issuance of the shares of AIG Common Stock to the Department of the Treasury in connection with the Recapitalization, the
Department of the Treasury is AIG Parent's controlling shareholder. The Department of the Treasury is able, to the extent permitted by law, to
control a vote of AIG shareholders on substantially all matters, including:

approval of mergers or other business combinations;

a sale of all or substantially all of our assets;

amendments to AIG Parent's amended certificate of incorporation; and

other matters that might be favorable to the Department of the Treasury, but not to our other shareholders.

Moreover, the Department of the Treasury's ability to cause or prevent a change in control of AIG could also have an adverse effect on the
market price of AIG Common Stock. The Department of the Treasury may also, subject to applicable securities laws, transfer all, or a portion of,
the AIG Common Stock to another person or entity and, in the event of such a transfer, that person or entity could become our controlling
shareholder. The Department of the Treasury's rights under a registration rights agreement executed in connection with the Recapitalization may
be assigned to any person purchasing over $500 million of AIG Common Stock.

We granted the Department of the Treasury certain registration rights and, subject to certain exceptions, the ability to control the terms,
conditions and pricing of any offering in which it participates, including any primary offering by us. 'We have granted the Department of the
Treasury registration rights with respect to the shares of AIG Common Stock issued in connection with the Recapitalization, including:

the right to participate in any registered offering of AIG Common Stock by us;

the right to demand no more than twice in any 12-month period that we effect a registered marketed offering of our shares
after the earlier of August 15, 2011 and the date of our completion of a primary equity offering;
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the right to engage in at-the-market offerings; and

subject to certain exceptions, the right to approve the terms, conditions and pricing of any registered offering in which it
participates until its ownership falls below 33 percent of our voting securities.

Possible future sales of AIG Common Stock by the Department of the Treasury could adversely affect the market for AIG Common
Stock. 'We have granted the Department of the Treasury the registration rights described above. Although we can make no prediction as to the
effect, if any, that sales by the Department of the Treasury would have on the market price of AIG Common Stock, sales of substantial amounts
of AIG Common Stock, or the perception that such sales could occur, could adversely affect the market price of AIG Common Stock.

Employees

Mr. Benmosche may be unable to continue to provide services to AIG due to his health. Mr. Robert Benmosche, the President and Chief
Executive Officer of AIG, has been diagnosed with cancer and has been undergoing treatment for his disease. Following a briefing by a
physician fully aware of Mr. Benmosche's medical condition, test results, and prognosis, the AIG Board of Directors, while recognizing that in
matters of cancer circumstances can change, anticipates that Mr. Benmosche should be able to serve in his role as AIG President and CEO over
the next twelve to eighteen months. However, Mr. Benmosche's condition may change and prevent him from continuing to perform these roles.
In such a case, the AIG Board of Directors would need to implement its succession plan and either have Mr. Robert S. Miller act as interim
President and Chief Executive Officer or have a permanent replacement assume Mr. Benmosche's responsibilities.

The limitations on incentive compensation contained in the American Recovery and Reinvestment Act of 2009 and the restrictions placed on
compensation by the Special Master for TARP Executive Compensation and in our agreement with the Department of the Treasury (the Master
Transaction Agreement) may adversely affect our ability to attract talent and retain and motivate our highest performing employees. The
American Recovery and Reinvestment Act of 2009 (Recovery Act) contains provisions which, as implemented by the Department of the
Treasury in its Interim Final Rule, restrict bonus and other incentive compensation payable to the five executives named in a company's proxy
statement and the next 20 highest paid employees of companies that received more than $500 million of TARP funds. Pursuant to the Recovery
Act, the Office of the Special Master for TARP Executive Compensation (Special Master) issued Determination Memoranda with respect to our
named executive officers and 20 highest paid employees, and reviewed our compensation arrangements for our next 75 most highly
compensated employees and issued a Determination Memorandum on their compensation structures, which placed significant new restrictions
on their compensation as well. Historically, we have embraced a pay-for-performance philosophy. Based on the limitations placed on incentive
compensation by the Determination Memoranda issued by the Special Master, it is unclear whether, for the foreseeable future, we will be able to
create a compensation structure that permits us to attract talent and retain and motivate our most senior and most highly compensated employees
and other high performing employees who become subject to the purview of the Special Master. The restrictions on our ability to attract talent
and retain and motivate our highest performing employees may affect our ability to strengthen our businesses and prepare and make required
filings in a timely manner with the SEC and other federal, state and foreign regulators.

Employee error and misconduct may be difficult to detect and prevent and may result in significant losses. Losses may result from, among
other things, fraud, errors, failure to document transactions properly or to obtain proper internal authorization or failure to comply with
regulatory requirements or our internal policies. There have been a number of highly publicized cases involving fraud or other misconduct by
employees in the financial services industry in recent years, and we run the risk that employee misconduct could occur. 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.
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Electronic Data Systems and Handling of Confidential Information

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 and company data and information. 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, 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 could also be
subject to physical or electronic break-ins or unauthorized tampering. 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 utilize such capabilities 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 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 of the information
of clients, employees or others. A misuse or mishandling of confidential or proprietary information being sent to or received from an employee
or third party could result in legal liability, regulatory action and reputational harm.

Regulatory Capital Credit Default Swap Portfolio

A deterioration in the credit markets may cause us to recognize unrealized market valuation losses which could have an adverse effect on our
consolidated financial condition, consolidated results of operations or liquidity. Moreover, depending on how and when the Basel I capital
standards are phased out, the period of time that AIGFP remains at risk for such deterioration could be longer than anticipated by AIGFP. A
total of $38.1 billion in net notional amount of the super senior credit default swap (CDS) portfolio of AIGFP as of December 31, 2010,
represented derivatives written for financial institutions, principally in Europe, primarily for the purpose of providing regulatory capital relief
rather than for arbitrage purposes. The net fair value of the net derivative asset for these CDS transactions was $173 million at December 31,
2010.

The regulatory benefit of these transactions for AIGFP's financial institution counterparties was generally derived from the capital regulations
promulgated by the Basel Committee on Banking Supervision known as Basel 1. In December 2010, the Basel Committee on Banking
Supervision finalized a new framework for international capital and liquidity standards known as Basel III, which, when fully implemented, may
reduce or eliminate the regulatory benefits to certain counterparties from these transactions, and may thus impact the period of time that such
counterparties are expected to hold the positions. AIGFP continues to reassess the expected maturity of this portfolio. As of December 31, 2010,
AIGFP estimated that the weighted average expected maturity of the portfolio was 3.16 years.

Given the current performance of the underlying portfolios, the level of subordination of credit protection written by AIGFP and AIGFP's own
assessment of the credit quality of the underlying portfolio, as well as the risk mitigants inherent in the transaction structures, AIGFP does not
expect that it will be required to make payments pursuant to the contractual terms of those transactions providing regulatory capital relief.
AIGFP will continue to assess the valuation of this portfolio and monitor developments in the marketplace. Given the potential deterioration in
the credit markets and the risk that AIGFP's expectations with respect to the
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termination of these transactions by its counterparties may not materialize, there can be no assurance that we will not recognize unrealized
market valuation losses from this portfolio in future periods or be required to post collateral. Depending on how and when the Basel I regulatory
requirements are phased out, we could also remain at risk for a longer period of time than currently anticipated.

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 AIG's fiscal
year relating to AIG's periodic or current reports under the Exchange Act.

Item 2. Properties

AIG and its subsidiaries operate from approximately 500 offices in the United States and numerous offices in over 75 foreign countries. The
following offices are located in buildings owned by AIG and its subsidiaries:

Greensboro and Winston-Salem, North Carolina Nashville, Tennessee
Amarillo, Ft. Worth and Houston, Texas Stevens Point, Wisconsin
San Juan, Puerto Rico 175 Water Street in New York, New York

Livingston, New Jersey

In addition, offices in more than 30 foreign countries and jurisdictions including Bermuda, Chile, Hong Kong, the Philippines, Japan, the
U.K., Singapore, Malaysia, Taiwan and Thailand are located in buildings owned by AIG and its subsidiaries. The remainder of the office space
utilized by AIG and its subsidiaries is leased. AIG believes that its leases and properties are sufficient for its current purposes.

Item 3. Legal Proceedings

For a discussion of legal proceedings, see Note 16(a) to the Consolidated Financial Statements, which is incorporated herein by reference.
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Part 11

Item 5. Market for Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities
AIG's common stock is listed on the New York Stock Exchange, as well as on the stock exchanges in Ireland and Tokyo.

The following table presents the high and low closing sale prices on the New York Stock Exchange Composite Tape and the dividends

paid per share of AIG Common Stock for each quarter of 2010 and 2009.

High
First quarter $ 36.24
Second quarter 44.51
Third quarter 41.64
Fourth quarter 59.38

2010

Low

$ 2216
34.05
33.10
38.86

Dividends
Paid

High

34.80
40.20
50.23
45.90

$

2009
Dividends

Low Paid

7.00 $ =
21.00 -
9.48 -
28.06 -

The approximate number of record holders of AIG Common Stock as of January 31, 2011 was 45,282.

AIG's table of equity compensation plans previously approved by security holders and equity compensation plans not previously approved by
security holders will be included in the definitive proxy statement for AIG's 2011 Annual Meeting of Shareholders, which will be filed with the
SEC no later than 120 days after the close of AIG's fiscal year pursuant to Regulation 14A.

Dividend Restrictions

Pursuant to terms of the AIG Series G Preferred Stock, AIG is not able to declare or pay any cash dividends on AIG Common Stock while the

AIG Series G Preferred Stock is outstanding. In addition, AIG was unable to pay dividends in 2009 or 2010 under the terms of other series of

AIG preferred stock that were outstanding from November 2008 through January 14, 2011.

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 = AIG Parent's ability to access funds from its subsidiaries is limited, and Note 17 to the Consolidated Financial Statements.
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Performance Graph

The following Performance Graph compares the cumulative total shareholder return on AIG Common Stock for a five-year period
(December 31, 2005 to December 31, 2010) with the cumulative total return of the S&P's 500 stock index (which includes AIG) and a peer
group of companies consisting of nine insurance companies to which AIG compares its business and operations:

ACE Limited Lincoln National Corporation

Aflac Incorporated MetLife, Inc.

The Chubb Corporation Prudential Financial, Inc.

Hartford Financial Services Group, Inc. The Travelers Companies, Inc., and
XL Capital Ltd.

FIVE-YEAR CUMULATIVE TOTAL SHAREHOLDER RETURNS
Value of $100 Invested on December 31, 2005

As of December 31,

2005 2006 2007 2008 2009 2010

AIG $ 100.00 $ 106.05 $ 8724 $ 254 $ 242 $ 465
S&P 500 100.00 115.79 122.16 76.96 97.33 111.99
Peer Group 100.00 115.71 120.86 69.93 81.61 99.51
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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.
2010 reflects the effects of AIG's sales of assets and therefore is not fully comparable to prior periods.

Years Ended December 31,

(in millions, except per share data)

Revenues:
Premiums and other considerations
Net investment income
Net realized capital losses
Unrealized market valuation gains (losses) on Capital Markets super senior
credit default swap portfolio
Other income

Total revenues

Benefits, claims and expenses:
Policyholder benefits and claims incurred
Policy acquisition and other insurance expenses
Interest expense
Restructuring expenses and related asset impairment and other expenses
Net (gain) loss on sale of divested businesses and properties()
Other expenses

Total benefits, claims and expenses

Income (loss) from continuing operations before income tax expense (benefit)

and cumulative effect of change in accounting principles(?)
Income tax expense (benefit)

Income (loss) from continuing operations before cumulative effect of change in

accounting principles
Income (loss) from discontinued operations, net of tax

Net income (loss)
Net income (loss) attributable to AIG

Earnings per common share attributable to AIG:
Basic

Income (loss) from continuing operations before cumulative effect of change in

accounting principles
Income (loss) from discontinued operations
Cumulative effect of change in accounting principles, net of tax
Net income (loss) attributable to AIG
Diluted
Income (loss) before cumulative effect of change in accounting principles
Income (loss) from discontinued operations
Cumulative effect of change in accounting principles, net of tax
Net income (loss) attributable to AIG
Dividends declared per common share

Year-end balance sheet data:

2010

48,029 $
20,930
(279)

598
8,023

77,301

45,874
15,820
7,859
574

(17,767)
7,005

59,365

17,936
5,859

12,077
(2,064)

10,013
7,786

14.75
3.15)

11.60

14.75
(3.15)

11.60

2009

51239 $
18,987
(5,210)

1,418
8,918

75,352

50,015
15,864
14,238
1,149
1,271
7,122

89,659

(14,307)
(1,489)

(12,818)
505

(12,313)
(10,949)

(93.69)
321

(90.48)

(93.69)
3.21

(90.48)

2008

63,137 §
10,453
(46,794)

(28,602)
(5,034)

(6,840)

51,036
20,833
15,713

771

7,836

96,189

(103,029)
(9,683)

(93,346)
(7,041)

(100,387)
(99,289)

(704.26)
(52.59)

(756.85)

(704.26)
(52.59)

(756.85)
8.40

2007

61,581 $
23,933
(3,248)

(11,472)
10,723

81,517

50,928
15,644
3,483

6,728

76,783

4,734
125

4,609
2,879

7,488
6,200

26.32
21.66

47.98

26.18
21.55

47.73
15.40

2006

57,861
22,303
(324)

6,331

86,171

47,220
15,404
2,476

4,762

69,862

16,309
4,708

11,601
3,549

15,150
14,048

81.16
26.31
0.26
107.73

80.76
26.16
0.26
107.18
13.00
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Total investments 410,412 601,165 636,912 829,468 767,812
Total assets 683,443 847,585 860,418 1,048,361 979,414
Commercial paper and other short-term debt - 4,739 15,718 13,114 13,028
Long-term debt(¢) 106,461 136,733 177,485 162,935 135,650
Total AIG shareholders' equity 85,319 69,824 52,710 95,801 101,677
Total equity 113,239 98,076 60,805 104,273 107,037
Other data (from continuing operations):
Other-than-temporary impairments 3,039 6,696 41,867 4212 885
Goodwill impairment charges - 693 3,744 - -
Adjustment to federal and foreign deferred tax valuation allowance 1,486 3,137 20,121 212 38
Amortization of prepaid commitment fee 3,424 8,311 9,250 - -
Catastrophe-related losses $ 1,076 $ 53 $ 1,840 $ 276 $ -
(a)
Reflects a $16.3 billion gain from shares sold in the initial public offering of AIA Group Limited.
(b)
Reduced by fourth quarter reserve strengthening charges of $4.2 billion and $2.2 billion in 2010 and 2009, respectively, related to the annual review of
Chartis loss and loss adjustment reserves.
(c)

Includes that portion of long-term debt maturing in less than one year. See Note 15 to the Consolidated Financial Statements.
See Note 2(y) to the Consolidated Financial Statements for effects of adopting new accounting standards.
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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 AIG's officers and representatives may from time
to time make, projections and statements that may constitute "forward-looking statements" within the meaning of the Private Securities
Litigation Reform Act of 1995. These projections and statements are not historical facts but instead represent only AIG's belief regarding future
events, many of which, by their nature, are inherently uncertain and outside AIG's control. These projections and statements may address, among
other things:

the timing of the disposition of the ownership position of the United States Department of the Treasury (Department of the
Treasury) in AIG;

the timing and method of repayment of the preferred interests (the SPV Preferred Interests) in AIA Aurora LLC and ALICO
Holdings LLC (together, the SPVs) held by the Department of the Treasury;

AIG's exposures to subprime mortgages, monoline insurers and the residential and commercial real estate markets;

AIG's credit exposures to state and municipal bond issuers;

AIG's strategy for risk management;

AIG's ability to retain and motivate its employees; and

AIG's strategy for customer retention, growth, product development, market position, financial results and reserves.

It is possible that AIG's actual results and financial condition will differ, possibly materially, from the anticipated results and financial
condition indicated in these projections and statements. Factors that could cause AIG's actual results to differ, possibly materially, from those in
the specific projections and statements include:

actions by credit rating agencies;

changes in market conditions;

the occurrence of catastrophic events;

significant legal proceedings;

concentrations in AIG's investment portfolios, including its municipal bond portfolio;
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judgments concerning casualty insurance underwriting and reserves;

judgments concerning the recognition of deferred tax assets; and

such other factors as are discussed throughout this Management's Discussion and Analysis of Financial Condition and
Results of Operations (MD&A) and in Item 1A. Risk Factors of this Annual Report on Form 10-K.

AIG is not under any obligation (and expressly disclaims any obligation) to update or alter any projection or other statement, whether written
or oral, that may be made from time to time, whether as a result of new information, future events or otherwise.

Use of Non-GAAP Measures

Throughout this MD&A, AIG presents its operations in the way it believes will be most meaningful and representative of ongoing operations
as well as most transparent. Certain of the measurements used by AIG management are "non-GAAP financial measures" under SEC rules and
regulations.
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Underwriting profit (loss) is utilized to report results for Chartis operations. Operating income (loss), which is before net realized capital gains
(losses) and related DAC and sales inducement asset (SIA) amortization and goodwill impairment charges, is utilized to report results for
SunAmerica Financial Group (SunAmerica) operations. Management believes that these measures enhance the understanding of the underlying
profitability of the ongoing operations of these businesses and allow for more meaningful comparisons with AIG's insurance competitors.

Executive Overview

This executive overview of management's discussion and analysis highlights selected information and may not contain all of the information
that is important investors in AIG's securities. This Annual Report on Form 10-K should be read in its entirety for a complete description of
events, trends and uncertainties as well as the capital, liquidity, credit, operational and market risks and the critical accounting estimates
affecting AIG and its subsidiaries.

Highlights

AIG has completed the following significant milestones in connection with executing its recapitalization plan (the Recapitalization), raising
capital and executing its asset disposition plan:

Recapitalization and Raising Capital

On January 14, 2011 (the Closing), AIG completed the Recapitalization, which included repaying and terminating the credit
facility provided by the Federal Reserve Bank of New York (the FRBNY, and such credit facility, the FRBNY Credit
Facility), applying proceeds from the AIA Group Limited (AIA) initial public offering and American Life Insurance
Company (ALICO) sale to partially repay the government's ownership interests in special purpose vehicles that held AIA
and ALICO, and exchanging preferred stock held by the Department of the Treasury and the AIG Credit Facility Trust (the
Trust) for AIG Common Stock. As a result of the termination of the FRBNY Credit Facility, AIG expects to record a net
$3.3 billion pre-tax charge in the first quarter of 2011, primarily representing the accelerated amortization of the prepaid

commitment fee asset.

During 2010, International Lease Finance Corporation (ILFC) raised a total of $9.8 billion in debt financings and entered
into an unsecured $2.0 billion three-year revolving credit facility in January 2011.

On December 23, 2010, AIG entered into 364-day and three-year bank credit facilities totaling $3 billion and Chartis, Inc.
entered into a one-year $1.3 billion letter of credit facility.

On December 8, 2010, AIG established a $500 million contingent liquidity facility.

On November 30, 2010, AIG issued $2.0 billion in senior debt in its first bond sale since the summer of 2008.

On November 24, 2010, AIG exchanged 49,474,600 of its Equity Units for 4,881,667 shares of AIG Common Stock and
$162 million in cash.

Sales of Businesses and Specific Asset Dispositions

On February 1, 2011, AIG completed the sale of its Japan-based life insurance subsidiaries, AIG Star Life
Insurance Co., Ltd. (AIG Star) and AIG Edison Life Insurance Company (AIG Edison), to Prudential Financial, Inc., for

$4.8 billion, consisting of $4.2 billion in cash and $0.6 billion in the assumption of third-party debt.

65



44

Edgar Filing: AMERICAN INTERNATIONAL GROUP INC - Form 10-K

On January 12, 2011, AIG entered into an agreement to sell its 97.57 percent interest in Nan Shan Life Insurance
Company, Ltd. (Nan Shan) for $2.16 billion in cash.

On November 30, 2010, AIG completed the sale of 80 percent of American General Finance Inc. (AGF) and retained a
20 percent economic interest in the AGF business.
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On November 1, 2010, AIG completed the sale of ALICO to MetLife, Inc. (MetLife) for approximately $16.2 billion
($7.2 billion in cash and the remainder in securities of MetLife).

On October 29, 2010, AIG sold, in an initial public offering, 8.08 billion shares (or 67 percent) of AIA for $20.51 billion.

AIG Parent had $14.5 billion of actual and contingent liquidity at February 16, 2011. As a result of the foregoing and additional non-core
asset sales and internal liquidity repositioning transactions, AIG has concluded that it has sufficient liquidity to satisfy its future liquidity
requirements, including reasonably foreseeable contingencies or events.

See Capital Resources and Liquidity herein and Note 4 to the Consolidated Financial Statements for additional information on these
transactions.

2010 Financial Overview

AIG's income from continuing operations before income taxes amounted to $17.9 billion in 2010 compared to a loss of $14.3 billion in 2009.
The improvement of $32.2 billion compared to 2009 reflects significant divestiture activity discussed further below as well as the following
additional items:

a gain of $17.8 billion on sales of divested businesses in 2010, which includes a gain of $16.3 billion from the completion of
the initial public offering and listing of AIA ordinary shares on the Stock Exchange of Hong Kong on October 29, 2010, as
well as a gain of $1.3 billion recognized in 2010 related to the sale of AIG's headquarters building in Tokyo in 2009 which
gain had been deferred until the expiration of certain lease provisions. In 2009, AIG incurred losses of $1.3 billion from

sales of divested businesses;

a decline in interest expense on the FRBNY Credit Facility, primarily due to lower amortization of the prepaid commitment
asset, including accelerated amortization. Total amortization declined from $8.3 billion in 2009 to $3.4 billion in 2010;

a reduction in net realized capital losses of $4.9 billion as discussed in Consolidated Results  Net Realized Capital Gains
(Losses);

an improvement of $2.7 billion in asset management pre-tax earnings, reflecting a portion of the gain recorded on the Tokyo
headquarters sale discussed above, decreases in impairment charges on proprietary real estate and private equity investments

and the effect of goodwill impairment charges recorded in 2009;

an increase of $1.9 billion in net investment income, primarily driven by higher valuation gains associated with AIG's
interests in Maiden Lane II LLC (ML II) and Maiden Lane III LLC (ML III) (together, the Maiden Lane Interests) as well as

increased income from partnership investment; and

an improvement in underwriting results of $2.0 billion for Mortgage Guaranty operations primarily due to lower claims and
claims adjustment expenses, commutations and favorable prior year reserve development arising from increased cures,
rescissions and claim denials.

These improvements were partially offset by the following:
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an increased underwriting loss for Chartis reflecting a net reserve strengthening charge of $4.2 billion in the fourth quarter of
2010 primarily related to its asbestos, excess casualty, and workers' compensation lines; and

a decline of $2.6 billion in Financial Services pre-tax income, reflecting a reduction in unrealized market valuation gains on
the super senior credit default swap portfolio in Capital Markets of $820 million, as well as an increase in ILFC impairment
charges of $1.6 billion.

Additionally, AIG recorded a net loss from discontinued operations of $2.1 billion in 2010, compared to net income from discontinued
operations of $505 million in 2009. The net loss in 2010 reflected goodwill impairment charges of $4.6 billion related to the sales of ALICO and
AIG Star and AIG Edison. See Note 2(k) to the Consolidated Financial Statements and Consolidated Results ~ Discontinued Operations for
further discussion.
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See Results of Operations herein for additional discussion of our results.
2011 Outlook
Priorities for 2011

AIG is focused on the following priorities for 2011:

continuing to strengthen and grow AIG's businesses;

executing one or more primary offerings of AIG Common Stock;

implementing plans to maximize the value of resources available for repayment of the SPV Preferred Interests held by the
Department of the Treasury;

continuing to build and strengthen the financial and operating systems infrastructure throughout the organization,
particularly in financial reporting, financial operations and human resources;

restructuring AIG's operations consistent with its smaller size and plans to increase its competitiveness;

completing the active unwind of AIGFP's portfolios by June 30, 2011; and

closing the Nan Shan sale.
2011 Business Outlook
Chartis

Given current insurance capital levels and overall economic conditions, 2011 will be a challenging year as Chartis expects a weak growth
environment in most developed economies. The continued weakness of ratable exposures (i.e. asset values, payrolls, and sales) over the past
year and its negative impact on the overall market premium base, and in addition, in the U.S., continued weakness in commercial insurance
rates, are likely to continue into much of 2011. In Growth Economies such as Brazil, Turkey, India, and Asia Pacific countries, Chartis
anticipates improved growth rates.

In 2011, Chartis expects to continue to execute capital management initiatives by enhancing broad-based risk tolerance guidelines for its
operating units and executing underwriting and reinsurance strategies to improve capital ratios and reduce volatility, increase return on equity by
line of business and reduce exposure to businesses where inadequate pricing and increased loss trends exist. Chartis will also continue to
aggressively pursue cost saving initiatives that were undertaken in the later part of 2010. Further, Chartis plans to continue to attract, retain and
develop human capital and continue to build on strategies implemented during 2010 to better align employee performance incentive programs
with profitability, capital management, risk management and compliance objectives.

Chartis U.S. expects both gross and net written premiums to remain generally consistent with 2010 levels. However, its business mix is
expected to continue to reflect efforts to align risk profile with risk tolerance, with the goal of meeting profitability and capital management
objectives. Also, Chartis has initiated a number of steps to address historical experience with respect to adverse development. Changes include
exiting certain classes of its excess workers' compensation business, increased actuarial involvement in product pricing and attachments,
increased utilization of pricing models with actuarial support, policy form changes, increased policy exclusions and fewer multi-year policies
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being offered. As a result, Chartis U.S. expects continued growth within its consumer lines business and an overall decline in certain classes of
its commercial lines businesses.

Chartis International expects continued growth of its net written premiums in 2011. Given its well-established franchises and operations,
expectations with regards to continued globalization and growth in the gross domestic product within countries included in the Growth
Economies region, Chartis International intends to increase its insurance penetration and growth within commercial liability businesses overseas.
This growth is expected in the Far East and Growth Economy Regions. Strong pricing discipline in a continued soft market is expected to keep
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the Europe Region net written premiums at levels consistent with 2010. Far East growth in 2011 is expected to be attributable to the full-year
inclusion of the Fuji Fire & Marine Insurance Company Limited (Fuji) results of operations, compared to only six months for 2010. Further, in
connection with this purchase, Chartis recognized certain net intangible liabilities. The amortization of these net intangible liabilities is expected
to continue to have a beneficial impact on the 2011 expense ratio.

On February 10, 2011, Chartis announced an all-cash tender offer for the 45.3 percent of outstanding Fuji shares that it does not already own,
as well as outstanding stock acquisition rights. The announced offering period began February 14, 2011 and is expected to close on March 24,
2011. Following the completion of the tender offer, Chartis intends to take any additional steps necessary to acquire all remaining shares in Fuji.
The cost for all outstanding shares not currently held and related transaction fees is estimated at $590 million and will be funded from available
cash within Chartis' insurance companies.

This transaction is consistent with Chartis' strategy to diversify its portfolio of businesses on both a geographic and product line basis and is
intended to strengthen Chartis' position in the consolidating Japanese market, while enabling Fuji to benefit from Chartis' global operational
resources and financial strength.

Following completion of its annual comprehensive loss reserve review, Chartis recorded a $4.2 billion reserve charge, net of $435 million in
discount and loss sensitive business premium adjustments, for the fourth quarter of 2010 to strengthen loss reserves, reflecting adverse
development on prior accident years in classes of business with long reporting tails. Four classes asbestos, excess casualty, excess workers'
compensation, and primary workers' compensation comprise approximately 80 percent of the total charge. The majority of the strengthening
relates to development in accident years 2005 and prior. These adjustments reflect management's current best estimate of the ultimate value of
the underlying claims. These liabilities are necessarily subject to the impact of future changes in claim severity and frequency, as well as
numerous other factors. Although AIG believes that these estimated liabilities are reasonable, because of the extended period of time over which
such claims are reported and settled, the subsequent development of these liabilities in future periods may not conform to the assumptions
inherent in their determination and, accordingly, may vary materially from the amounts previously recorded. To the extent actual emerging loss
experience varies from the current assumptions used to determine these liabilities, they will be adjusted to reflect actual experience. Such
adjustments, to the extent they occur, will be reported in the period recognized. AIG continues to monitor these liabilities and will take active
steps to mitigate future adverse development.

Australia has suffered a series of catastrophic floods in 2010 and 2011. Chartis recorded a catastrophe loss in the fourth quarter of 2010 of
$139 million and anticipates significant claims from the 2011 floods.

On April 20, 2010, an explosion on the Deepwater Horizon offshore drilling rig, operating in the Gulf of Mexico off the coast of Louisiana,
resulted in a fire that led to the sinking of the rig and subsequent oil spill. AIG continues to monitor the casualty exposure to Deepwater Horizon
and believes that carried loss reserves at December 31, 2010 are adequate to cover estimated losses attributable to this event. However, AIG's
claims estimates may change over time, as the forensic investigation is incomplete, and litigation is in its early stages.

SunAmerica

SunAmerica intends in 2011 to expand its distribution capabilities, reposition its excess cash and liquidity, maintain a strong statutory surplus,
pro-actively manage expenses and increase dividends paid to AIG Parent.

SunAmerica intends to improve net investment income results in 2011 by investing its excess cash and liquid assets into longer-term
higher-yielding securities to improve spreads, while actively managing credit and liquidity risks. However, acquiring higher-yielding
investments that otherwise meet SunAmerica's investment criteria in the current low interest rate environment is expected to remain challenging.

SunAmerica's fixed annuity business is affected by the interest rate environment in several ways. The primary effects are fluctuations in sales
volumes related to the absolute level of interest rates and the relative steepness of the yield curve. In low interest rate environments, new sales of
fixed annuities tend to be lower as consumers see
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less opportunity to improve their return on savings by purchasing a fixed annuity. With respect to yield curves, steep yield curves provide a
relative advantage to products such as fixed annuities that have a longer investment horizon than alternative savings products like money market
funds and certificates of deposit. After a period of historically low interest rates during the latter part of 2010, interest rates generally increased
at the longer part of the yield curve late in the year. This change in the interest rate environment increased the relative attractiveness of fixed
annuities compared to alternative products. Should that interest rate environment continue or increase, SunAmerica's fixed annuity sales should
improve. If the environment returns to one of lower interest rates, sales volumes would continue to be challenged.

Spreads in the fixed annuity business are largely dependent upon three factors: base yields on the traditional fixed income investments
(e.g., bonds, mortgage- and asset-backed securities, commercial mortgages), returns on alternative investments (hedge funds and private equity
partnerships), and other income items such as the ML II investment income and call and tender income. Base yields on the core fixed income
portfolio are the primary source of investment income and were lower than historical trends in 2009 and 2010 due to high levels of cash and
short-term investments accumulated for liquidity in that period. SunAmerica is focused on redeploying those lower-yielding assets into
higher-yielding traditional investments. To the extent this reinvestment is achieved, the base investment yield and the spread over the cost of
funds on the fixed annuity business should increase. Alternative investment returns are affected by equity markets and the interest rate
environment, but generally, a favorable equity market should provide positive returns and also improve investment spreads.

SunAmerica has experienced a recovery of sales in its variable annuity business as various distribution partners have resumed sales of
SunAmerica's products during 2010. SunAmerica recently announced that its formerly largest distribution partner for variable annuities has
agreed to resume distribution of SunAmerica's products in mid-2011. As a result of broader distribution opportunities and improvement in the
equity markets, SunAmerica expects continued improvement in its variable annuity sales.

SunAmerica companies issue variable annuity contracts with guaranteed benefits, primarily in the individual variable annuity business. Those
benefits expose SunAmerica to equity market and interest rate risks which SunAmerica seeks to mitigate with a dynamic hedging program. The
fees charged for guaranteed benefits were generally set with the intent that fees would, over time, be sufficient to fund the hedging instruments
and pay potential claims under those benefits. In response to the difficult market environment of recent years that has increased the cost of
funding the hedging instruments, SunAmerica adjusted the levels of guarantees and changed the basis for fees in response to market conditions,
particularly changes in implied volatilities. These changes have reduced the risk exposure in new variable annuity business and position
SunAmerica for growth in sales in a very competitive market.

The estimated gross profits used to amortize Deferred Policy Acquisition Costs (DAC), Value of Business Acquired (VOBA) and SIA are
subject to differing market returns and interest rate environments in any single period. Estimated gross profits is comprised of net interest
income, net realized investment gains and losses, fees, surrender charges, expenses, and mortality and morbidity gains and losses. SunAmerica
uses a reversion to mean methodology to account for fluctuations in separate account returns. Continued favorable separate account returns
could trigger a favorable unlocking, where the reversion to mean assumption is reset. If current favorable equity market returns continue in 2011,
such an unlocking could occur during 2011, which could result in higher amortization requirements in future periods.

SunAmerica generally obtains letters of credit in order to receive statutory recognition of its intercompany reinsurance transactions,
particularly with respect to redundant statutory reserve requirements on term insurance and universal life with secondary guarantees (XXX and
AXXX reserves). For this purpose, SunAmerica had a $2.5 billion syndicated letter of credit facility outstanding at December 31, 2010, all of
which relate to intercompany life reinsurance transactions. SunAmerica has also obtained approximately $2.3 billion of letters of credit on a
bilateral basis, all of which relate to intercompany life reinsurance transactions. All of these approximately $4.8 billion in letters of credit are due
to mature on December 31, 2015. The fees paid to maintain any bilateral letters of credit will likely be based on AIG's long-term debt ratings.
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Under the terms of approximately $2.2 billion of the bilateral letters of credit, however, the issuing bank has the right to base its fees on AIG's
credit default swap pricing, and elected to do so in September 2010. This change increased the fees for maintaining these letters of credit by
approximately $48 million annually.

The life insurance industry continues to be challenged by XXX reserve funding requirements. While capital markets' solutions for financing
these reserves are becoming less restrictive than in prior years, the capacity for and cost of available solutions, such as letters of credit and
securitization, have not returned to pre-2008 levels.

Financial Services

International Lease Finance Corporation

In 2011, ILFC will focus on the following to improve its credit rating in 2011:

transition its focus from liquidity to planning for long-term capital requirements as it further strengthens its already
diversified financing profile and re-establishes back-up sources of liquidity;

implement a long-term aircraft portfolio strategy; as it acquires new aircraft to support comprehensive fleet solutions for
airlines, ILFC will seek to reduce its portfolio to bolster the core at the same time as it maximizes value from other aircraft;

and

focus on its customers through increased interaction, including the opening of regional offices, to enhance its regional
presence.

In 2011, ILFC sees a positive outlook for aircraft leasing. ILFC anticipates the following:

a continuing recovery in airline revenues, although such recovery and the profitability of such recovery will remain
vulnerable to increasing fuel costs and other political and economic disruptions;

fleet flexibility and lower cash requirements offered by operating leases will continue to be valuable to the airline industry;
and

stabilization and improvement in lease rates and market values of aircraft.

Capital Markets Wind-Down

During 2010, AIG continued to make progress winding down the Capital Markets derivatives portfolio. At December 31, 2010, the net
notional amount of the portfolio was $352.8 billion (including $11.5 billion of intercompany derivatives), of which $59.9 billion were super
senior credit default swap contracts. AIG expects the active unwind of the Capital Markets derivatives portfolio to be completed by the end of
the second quarter of 2011, and the remaining Capital Markets derivatives portfolio will consist predominantly of transactions that AIG believes
will be of low complexity, low risk, supportive of AIG's risk management objectives or not economically appropriate to unwind based on a cost
versus benefit analysis.

Other Operations

Parent & Other
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In connection with the January 2011 repayment of the FRBNY Credit Facility from proceeds of the AIA IPO and ALICO sale, AIG expects to
record a net $3.3 billion pre-tax charge from extinguishment of debt in the first quarter of 2011, primarily representing the accelerated

amortization of the prepaid commitment fee asset. As a consequence of the significant reduction in outstanding debt realized in connection with
the Recapitalization, AIG's interest expense is expected to decline significantly in 2011 as a result of the repayment.

AIG also expects restructuring expenses attributable to disposition activity will decline as AIG completes the remaining dispositions in 2011.
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The improvement in UGC's 2010 results is primarily the result of declining levels of newly reported delinquencies in the first-lien, second-lien
and international products, higher cure rates on existing first-lien and international delinquent loans, the effect of stop-loss limits on certain
second-lien and international policies, increased rescission activity on domestic first-lien claims, the commutation of several blocks of loan risks,
and increased efforts to modify payment plans for currently delinquent domestic first-lien loans. If these trends persist, UGC's financial results
may continue to show improvement in future quarters. However, there remains considerable uncertainty about the longer term outlook for the
housing market, U.S. unemployment rates, the impact of future foreclosures on domestic home prices, loan modification programs, the
elimination of tax credits for first-time homebuyers, moratoriums on foreclosures by certain lenders and mortgage insurance rescission rates and
the effects, if any, these factors may have on UGC's financial results.

Direct Investment Business

During 2010, AIG made progress in the wind-down of the Global Real Estate business by reducing debt, guarantees and other funding
requirements while monetizing assets within the portfolio which included the sale of discrete assets, joint venture restructuring and the sale of
certain business platforms both domestically and internationally. During 2011, AIG expects to continue the wind-down of the Global Real Estate
platform. AIG carefully evaluates various alternative exit strategies for each property and chooses the strategy it deems most appropriate.
Although orderly, the wind-down has produced and will continue to produce income statement volatility resulting from impairments on real
estate assets and subsequent gains on the defeasance of non-recourse debt. AIG continues to monitor funding requirements of the business.

During the fourth quarter of 2010, AIG either sold or internally securitized Direct Investment assets. These actions have produced sufficient
cash to fund the expected 2011 maturities of the Direct Investment portfolio. During 2011, management expects to pursue measures to maximize
cash flows from these invested assets while continuing its efforts to align the timing of the combined cash flows between the MIP and certain
non-derivative assets and liabilities of AIGFP.

The remainder of MD&A is organized as follows:

Index Page
Capital Resources and Liquidity 51
Overview 51
Results of Operations 69
Consolidated Results 69
Segment Results 76
Chartis Operations 77
SunAmerica Operations 110
Financial Services Operations 115
Other Operations 119
Investments 125
Investment Strategy 125
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Enterprise Risk Management 143
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Credit Risk Management 146
Market Risk Management 149
Operational Risk Management 151
Segment Risk Management 152
Critical Accounting Estimates 161
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AIG has 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.

Capital Resources and Liquidity
Overview

As a result of the recent closing of the Recapitalization, AIG's liquidity management practices have changed considerably. Since September
2008, the FRBNY Credit Facility had been utilized as a primary source of liquidity. In addition, since 2009, the commitment provided by the
Department of the Treasury (the Department of the Treasury Commitment (Series F)), relating to AIG's Series F Fixed Rate Non-Cumulative
Perpetual Preferred Stock, par value $5.00 per share (the Series F Preferred Stock), had been used as a source of funding, primarily to support
the capital needs of AIG's insurance company subsidiaries. However, at the closing of the Recapitalization, as described more fully above and in
Note 1 to the Consolidated Financial Statements, AIG fully repaid and terminated the FRBNY Credit Facility, and the Department of the
Treasury Commitment (Series F) was exchanged for, among other consideration, a commitment (the Series G Drawdown Right) by the
Department of the Treasury to fund up to $2 billion in liquidation preference of AIG's Series G Cumulative Mandatory Convertible Preferred
Stock, par value $5.00 per share (the Series G Preferred Stock). AIG also completed the following transactions to enhance its liquidity and
capital position:

In the fourth quarter of 2010, AIG issued an aggregate of $2 billion in senior unsecured notes, comprised of $500 million in
three-year notes and $1.5 billion in ten-year notes. In addition, AIG established a $500 million contingent liquidity facility.

In December 2010, AIG entered into an aggregate of $3 billion in unsecured and committed bank credit facilities, split
evenly between a 364-day and a three-year credit facility. These facilities became available upon the closing of the

Recapitalization and are intended to support general corporate purposes.

In December 2010, Chartis Inc. entered into a one-year $1.3 billion letter of credit facility, which provides for the issuance
of letters of credit in favor of certain of Chartis' insurance companies.

In January 2011, ILFC entered into an unsecured three-year $2 billion revolving credit facility. ILFC may borrow under this
facility for general corporate purposes.

For further discussion of the terms and conditions relating to these above-referenced credit facilities, see Credit Facilities below.

As a result of various actions taken in the fourth quarter of 2010 and in 2011 to date, AIG Parent has generated substantial cash and short-term
investment balances, and has established significant sources of contingent liquidity.

Liquidity Adequacy Management

In 2010, AIG implemented a stress testing and liquidity framework to systematically assess AIG's aggregate exposure to its most significant
risks. This framework is built on AIG's existing Enterprise Risk Management (ERM) stress testing methodology for both insurance and
non-insurance operations. The scenarios are performed with a two-year time horizon and capital adequacy requirements consider both financial
and insurance risks.

AIG's insurance operations must comply with numerous constraints on their minimum capital positions. These constraints are guiding
requirements for capital adequacy for individual businesses, based on capital assessments under rating agency, regulatory and business
requirements. Using ERM's stress testing methodology, the capital impact of potential stresses is evaluated relative to the binding capital
constraint of each business operation in order to determine AIG Parent's liquidity needs to support the insurance operations and maintain their
target capitalization levels. Added to this amount is the contingent liquidity required under stressed scenarios for non-insurance operations,
including the AIGFP derivatives portfolio, the Direct Investment business and ILFC.
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AIG's consolidated risk target is to maintain a minimum liquidity buffer such that AIG Parent's liquidity needs under the ERM stress scenarios
do not exceed 80 percent of AIG Parent's overall liquidity sources over the specified two-year horizon. If the 80 percent minimum threshold is
projected to be breached over this defined time horizon, AIG will take appropriate actions to further increase liquidity sources or reduce liquidity
needs to maintain the target threshold, although no assurance can be given that this would be possible under then-prevailing market conditions.

AIG expects to enter into additional capital maintenance agreements with its U.S. insurance companies to manage the flow of capital and
funds between AIG Parent and the insurance companies.

As a result of these ERM stress tests, AIG believes that it has sufficient liquidity at the AIG Parent level to satisfy future liquidity
requirements and meet its obligations, including reasonably foreseeable contingencies or events.

See further discussion regarding AIG Parent and subsidiary liquidity considerations in Liquidity of Parent and Subsidiaries below.
Analysis of sources and uses of cash

The following table presents selected data from AIG's Consolidated Statement of Cash Flows:

Years Ended December 31,

(in millions) 2010 2009 2008
Summary:
Net cash provided by (used in) operating activities $ 16910 $ 18,584 $ (122)
Net cash provided by (used in) investing activities (10,225) 5,778 47,176
Net cash used in financing activities (9,261) (28,997) (40,734)
Effect of exchange rate changes on cash 39 533 38
Change in cash (2,537) (4,102) 6,358
Cash at beginning of year 4,400 8,642 2,284
Reclassification of assets held for sale (305) (140) -
Cash at end of year $ 1,558 $ 4400 $ 8,642

Net cash provided by operating activities was positive for both 2010 and 2009 compared to negative in 2008, principally due to positive cash
flows from AIG's life insurance subsidiaries.

Insurance companies generally receive most premiums in advance of the payment of claims or policy benefits, but the ability of Chartis to
generate positive cash flow is affected by operating expenses, the frequency and severity of losses under its insurance policies and policy
retention rates. Cash provided by Chartis operations was $1.9 billion for 2010 compared to $2.8 billion in 2009 as a reduction in claims paid was
more than offset by declines in premiums collected, arising primarily from a decrease in domestic production. Catastrophic events and
significant casualty losses, the timing and effect of which are inherently unpredictable, reduce operating cash flow for Chartis operations. Cash
provided by AIG's life insurance subsidiaries, including entities presented as discontinued operations, was $15.5 billion for 2010 compared to
$9.1 billion in 2009 as growth in international markets was partially offset by a decrease in cash flows from domestic operations. Cash flows
provided from Financial Services including entities presented as discontinued operations were $1.4 billion and $5.4 billion for 2010 and 2009,
respectively. The decrease can be attributed in part to the continued wind-down of AIGFP's businesses and portfolio.

Cash provided by Chartis was $2.8 billion for 2009 compared to $4.8 billion in 2008 as a reduction in claims paid was more than offset by
reduced premiums collected. Cash provided by life insurance operations, including entities presented as discontinued operations, was
$9.1 billion for 2009 compared to $22 billion in 2008. Reduced cash flows were primarily driven by the continuing impact of the negative events
during the second half of 2008. Cash provided from Financial Services, including entities presented as discontinued operations, was $5.4 billion
for 2009 compared to $28.9 billion operating cash outflows in 2008, primarily related to collateral posting requirements.
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The Capital Markets wind-down and other segment developments affecting pre-tax income (loss) described above are discussed further in
Management's Discussion and Analysis of Financial Condition and Results of Operations Liquidity of Parent and Subsidiaries Financial
Services Capital Markets Wind-down.

Accrued compounding interest and fees (reflected as non-cash expenses) were paid in kind in 2010 and 2009 under the provisions of the
FRBNY Credit Facility and, accordingly, did not reduce operating cash flow in any period. Debt under the FRBNY Credit Facility includes total
accrued compounding interest and fees of $6.4 billion at December 31, 2010. This amount was fully repaid in cash on January 14, 2011 as part
of the Recapitalization.

Net cash used in investing activities in 2010 primarily resulted from net purchases of fixed maturity securities, resulting from AIG's
investment of cash generated from operating activities, and the redeployment of liquidity that had been accumulated by the insurance companies
in 2008 and 2009. In these years, Net cash provided by investing activities resulted from the net proceeds from the sale and maturity of
investments.

Net cash used in financing activities was significantly lower in 2010 than in 2009, primarily as a result of declines in policyholder contract
withdrawals, reflecting improved conditions for the life insurance and retirement services businesses was partially offset by the issuance of
long-term debt by ILFC, which is discussed in Liquidity of Parent and Subsidiaries Financial Services ILFC. Net cash used in financing
activities was significantly lower in 2009 than in 2008, also primarily as a result of declines in policyholder contract withdrawals, reduction of
payments and the FRBNY Credit Facility and a reduction in repayments of other borrowings. See Contractual Obligations herein for additional
information.

Liquidity of Parent and Subsidiaries
AIG Parent
Sources of Liquidity
As a result of the Closing of the Recapitalization, AIG has established and maintains substantial sources of actual and contingent liquidity.

The following table presents AIG Parent's sources of liquidity in addition to liquidity that is expected to result from cash flows from
operations:

As of

(In millions) December 31,2010  February 16, 2011
Cash@ $ 49 $ _
Short-term investments(® 5,602 8,953
Available capacity under Syndicated Credit Facility(” - 3,000
Available capacity under Contingent Liquidity Facility 500 500
Available capacity under the Department of the Treasury Commitment (Series G)® - 2,000
Available borrowing under the FRBNY Credit Facility(®/ 9,890 -
Available capacity under the Department of the Treasury Commitment (Series F)(© 22,292 -
Total AIG Parent liquidity sources(? $ 38,333 § 14,453
(a)

Includes total Cash and Short-term investments for AIG Parent. See Note 25 to the Consolidated Financial Statements.
(b)

The Syndicated Credit Facility and the Series G Drawdown Right became effective January 14, 2011, the closing date of the Recapitalization.
(c)
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The FRBNY Credit Facility was fully repaid and terminated, and the Department of Treasury Commitment (Series F) was drawn down on the closing
of the Recapitalization.

(d)
Excludes Cash and Short-term Investments held by AIGFP (excluding Banque AIG S.A.) which are considered to be unrestricted and available for use
by AIG Parent; these balances totaled $421 million at December 31, 2010 and $494 million at February 16, 2011.

(e)
Does not give effect to reduction for a $3.7 billion capital contribution made by AIG Parent to Chartis after February 16, 2011.

FRBNY Credit Facility: At December 31, 2010, a total of $21.0 billion was outstanding under the FRBNY Credit Facility, a net decrease of
$2.5 billion from December 31, 2009. The amount outstanding at December 31, 2010 included $6.4 billion of accrued compounding interest and
fees. On January 14, 2011, AIG used cash proceeds from the AIA initial public offering and the sale of ALICO to fully repay and terminate the
FRBNY
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Credit Facility in connection with the closing of the Recapitalization. See Note 1 to the Consolidated Financial Statements for additional
information.

Department of the Treasury Commitment: At December 31, 2010, a total of $7.5 billion was outstanding under the Department of the
Treasury Commitment (Series F), an increase of $2.2 billion from December 31, 2009. On January 14, 2011 AIG drew down approximately
$20.3 billion under this (Series F) Commitment to purchase a portion of the SPV Preferred Interests that were exchanged with the Department of
the Treasury. In connection with the closing of the Recapitalization, $2 billion under the (Series F) Commitment was exchanged for the Series G
Drawdown Right, and the Series G Drawdown Right became effective on that date. See Note 1 to the Consolidated Financial Statements for
additional information.

Syndicated and Contingent Facilities: Bank credit facilities totaling $3 billion became available upon the closing of the Recapitalization on
January 14, 2011 and AIG had previously established a $500 million contingent liquidity facility in December 2010. AIG's ability to borrow
under the facilities is not contingent on its credit ratings. For further discussion of the terms and conditions relating to the bank credit facilities,
see Credit Facilities below. For additional information on the contingent liquidity facility see Debt below.

AIG Parent's primary sources of cash flow are dividends, distributions, and other payments from subsidiaries. In 2010, AIG Parent collected
$1.9 billion in dividends and other payments from subsidiaries (primarily from insurance company subsidiaries), which included $1.4 billion in
dividends from Chartis U.S. In addition, AIG has been able to generate significant liquidity through capital markets activities. In November
2010, AIG issued an aggregate of $2 billion in senior unsecured notes, comprised of $500 million in three-year notes and $1.5 billion in ten-year
notes. The proceeds from these issuances have been retained by AIG Parent for liquidity. Additional details are set forth in Debt below.

Uses of Liquidity

AIG's primary uses of cash flow are for debt service, operating expenses and subsidiary capital needs. In 2010, AIG Parent retired $1.4 billion
of debt and made interest payments totaling $1.8 billion, excluding MIP and Series AIGFP debt. AIG Parent made $2.6 billion in net capital
contributions to subsidiaries in 2010, of which the majority was contributed to AIG Capital Corporation, enabling AIG Capital Corporation to
redeem its preferred securities held by a Chartis U.S. subsidiary. In connection with the sale of a majority interest in AGF in November 2010,
AIG Parent paid AGF $750 million under a demand note in addition to making net repayments of $800 million prior to the fourth quarter of
2010. At December 31, 2010, AIG Parent owed AGF $469 million under a promissory note related to a tax sharing agreement between AIG
Parent and AGF.

After February 16, 2011, AIG Parent provided capital support to Chartis by making a $3.7 billion capital contribution. This transaction was
funded from the retention of $2 billion of net cash proceeds from the sale of AIG Star and AIG Edison (which the Department of the Treasury
provided a waiver to use for this purpose instead of using the amount to repay SPV Preferred Interests) and available cash at AIG Parent.

AIG believes that it has sufficient liquidity at the AIG Parent level to satisfy future liquidity requirements and meet its obligations, including
reasonably foreseeable contingencies or events. However, no assurance can be given that AIG's cash needs will not exceed projected amounts.
Additional collateral calls, deterioration in investment portfolios or reserve strengthening affecting statutory surplus, higher surrenders of
annuities and other policies, further downgrades in AIG's credit ratings, catastrophic losses or a further deterioration in the super senior credit
default swap portfolio may result in significant additional cash needs, loss of some sources of liquidity or both. Regulatory and other legal
restrictions could limit AIG's ability to transfer funds freely, either to or from its subsidiaries.

Several Chartis U.S. insurance subsidiaries have deferred tax assets on a separate company basis, including those resulting from net operating
losses incurred. Chartis intends to rely on prudent and feasible effective tax planning actions and/or strategies to preserve admissibility of such
deferred tax assets for insurance regulatory reporting purposes. In the event that Chartis cannot execute such actions, if required, and the related
deferred tax assets become non-admitted for insurance regulatory reporting purposes, such insurance companies would require additional capital
contributions of up to $2.3 billion from AIG, based on December 31, 2010 balances. The Chartis
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U.S. deferred tax assets have a full valuation allowance at the AIG consolidated level as described in Note 22 to the Consolidated Financial
Statements.

Chartis

AIG currently expects that its Chartis subsidiaries will be able to continue to satisfy future liquidity requirements and meet their obligations,
including reasonably foreseeable contingencies or events, through cash from operations and, to the extent necessary, asset dispositions. Chartis
subsidiaries maintain substantial liquidity in the form of cash and short-term investments, totaling $12.4 billion as of December 31, 2010.
Further, Chartis businesses maintain significant levels of investment-grade fixed income securities, including substantial holdings in government
and corporate bonds, which Chartis could seek to monetize in the event operating cash flows are insufficient. Generally, these assets are not
transferable across various legal entities; however, management believes there are generally sufficient resources within those legal entities such
that they can meet their individual needs.

One or more large catastrophes, however, may require AIG to provide additional support to the affected Chartis operations. In addition,
further downgrades in AIG's credit ratings could put pressure on the insurer financial strength ratings of its subsidiaries which could result in
non-renewals or cancellations by policyholders and adversely affect the relevant subsidiary's ability to meet its own obligations and require AIG
to provide capital or liquidity support to the subsidiary. Increases in market interest rates may adversely affect the financial strength ratings of
Chartis 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 economic collapse of a nation or region significant to Chartis operations, nationalization,
catastrophic terrorist acts, pandemics or other economic or political upheaval.

Given the size and liquidity profile of the Chartis investment portfolios, AIG believes that variations from its projected claim experience do
not constitute a significant liquidity risk. For example, the recent $4.2 billion fourth-quarter net reserve charge did not materially impact the
liquidity of Chartis in light of the long-tail nature of the classes of business strengthened. In addition, Chartis' liquidity position was further
strengthened by the contribution of $3.7 billion in cash to the capital of Chartis. The contribution was immediately followed by a transfer of
UGC shares by Chartis via a return of capital. The capital contribution was partially funded from the retention of $2 billion of net cash proceeds
from the sale of AIG Star and AIG Edison. AIG's asset/liability management process takes into account the expected maturity of investments
and the specific nature and risk profile of liabilities. Historically, there has been no significant variation between the expected maturities of the
Chartis investments and the payment of claims. See Management's Discussion and Analysis of Financial Condition and Results of Operations
Investments for further information.

In December 2010, Chartis Inc. entered into a one-year $1.3 billion letter of credit facility, which provides for the issuance of letters of credit
in favor of certain of its general insurance companies, to permit those companies' statutory recognition of reinsurance recoverables from
unauthorized reinsurers.

SunAmerica

Management considers the sources of liquidity for SunAmerica subsidiaries adequate to satisfy future liquidity requirements and meet
foreseeable liquidity needs, including reasonably foreseeable contingencies or events. These subsidiaries generally have been lengthening their
maturity profile by purchasing investment grade fixed income securities, in order to reduce the high levels of cash, cash equivalents and other
short-term instruments that had been maintained during 2009 and 2010. The SunAmerica subsidiaries continue to maintain substantial liquidity
in the form of cash and short-term investments, totaling $19.4 billion as of December 31, 2010. In addition, the SunAmerica businesses maintain
significant levels of investment-grade fixed income securities, including substantial holdings in government and corporate bonds, which
SunAmerica could seek to monetize in the event operating cash flows are insufficient. Generally, these assets are not transferable across various
legal entities; however, management believes there are generally sufficient resources within those legal entities such that they can meet their
individual needs.
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The most significant potential liquidity needs of SunAmerica companies are the funding of surrenders, withdrawals and the liquidity needs to
meet the GIC maturities. A significant increase in policy surrenders and withdrawals, which could be triggered by a variety of factors, including
AIG-specific concerns, could result in a substantial liquidity strain on these companies. Other potential events that could cause a liquidity strain
include economic collapse of a state or region significant to SunAmerica operations, nationalization, catastrophic terrorist acts or pandemics or
other economic or political upheaval. Given the size and liquidity profile of SunAmerica's investment portfolios, AIG believes that any
deviations from their projected claim experience would not constitute a significant liquidity risk.

The liquidity needs of the GIC maturities are expected to be substantially met by the underlying asset portfolios.

AIG believes that SunAmerica companies currently have adequate capital to support their business plans. However, to the extent that these
subsidiaries experience significant future losses or declines in their investment portfolios, AIG Parent may be required to contribute capital.

Financial Services

AIG's major Financial Services operations consist of ILFC and the remaining portfolios of AIGFP, which are in wind-down. During 2010,
ILFC made significant progress in addressing its foreseeable liquidity needs, as further described below. In addition, AIG has sold a substantial
portion of its consumer finance operations, which were previously reported as part of Financial Services.

International Iease Finance Corporation

ILFC's sources of liquidity include collections of lease payments, borrowing in the public markets, and proceeds from asset sales. Uses of
liquidity for ILFC primarily consist of aircraft purchases and debt repayments. In 2010, ILFC took a number of actions to increase its liquidity
position and lengthen its maturities as described under Debt below.

See Debt  Debt Maturities ILFC and Note 15 to the Consolidated Financial Statements for further details on ILFC's outstanding debt.
Direct Investment Business and Capital Markets

Prior to September 2008, AIGFP had historically funded its operations through the issuance of notes and bonds, guaranteed investment
agreement (GIA) borrowings, other structured financing transactions and repurchase agreements. AIGFP has relied upon AIG Parent to meet

most of its collateral and other liquidity needs.

The following table presents a rollforward of the amount of collateral posted by the Direct Investment business and Capital Markets
operations:

Collateral  Additional Collateral

Posted as of Postings, Collateral Posted as of

December 31, Netted by Returned by December 31,

(in millions) 2009 CounterpartyCounterparties 2010
Collateralized GIAs (Direct Investment

business) $ 6,129 $ 708 $ 1,175 $ 5,662
Super senior credit default swap (CDS)

portfolio 4,590 393 1,197 3,786

All other derivatives 5,217 2,196 6,078 1,335

Total $ 15936 $ 3297 $ 8,450 $ 10,783

Capital Markets Wind-down

During 2010, AIG's Asset Management Group undertook the management responsibilities for certain non-derivative assets and liabilities of
the Capital Markets businesses of the Financial Services segment. These assets and liabilities are being managed on a spread basis, in concert
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related to these assets and liabilities, primarily consisting of credit valuation adjustment gains and losses, are reported in AIG's Other operations
category as part of Asset Management Direct Investment business.

During 2010, AIGFP continued to unwind its portfolios, significantly reducing the net notional amount and number of outstanding
trade positions as shown in the following table:

Percentage Decrease

December 31, December 31, December 31, 2010 vs. 2009 vs.
(dollars in billions) 2010 2009 2008 2009 2008
Net notional amount(?/ $ 353 $ 941 $ 1,800 (62)% (48)%
Super senior CDS contracts (included in net
notional amount above) $ 60 $ 184 $ 302 (67) (39)
Outstanding trade positions®”’ 3,900 16,100 35,200 (76) (54)

(a)
Includes $11.5 billion, $40.7 billion and $44.7 billion of intercompany derivatives in 2010, 2009 and 2008, respectively. Net notional amount in 2008
was adjusted by approximately $200.0 billion in accordance with the amended accounting standard on derivative instruments and hedging activities.

(b)

Excludes approximately 4,800 non-derivative trade positions that were transferred to Direct Investment business in 2010.

In connection with these activities, AIGFP disaggregated its portfolio of existing transactions into separate "books" and developed a plan for
addressing each book, including assessing each book's risks, risk mitigation options, monitoring metrics and various potential outcomes. The
plans are subject to change as efforts progress and as conditions in the financial markets evolve, and they contemplate, depending on the book in
question, alternative strategies, including sales, assignments or other transfers of positions, terminations of positions and/or run-offs of positions
in accordance with existing terms. Execution of these plans is overseen by a transaction approval process involving senior members of AIGFP's
and AIG's respective management groups as specific actions entail greater liquidity and financial consequences. Successful execution of these
plans is subject, to varying degrees depending on the transactions of a given book, to market conditions and, in many circumstances,
counterparty negotiation and agreement.

As a consequence of its wind-down strategy, AIGFP is entering into new derivative transactions only to hedge its current portfolio, reduce
risk and hedge the currency, interest rate and other market risks associated with its affiliated businesses. AIGFP has already reduced the size of
certain portions of its portfolio, including through a substantial reduction in credit derivative transactions in respect of multi-sector collateralized
debt obligations (CDOs) in connection with ML III, the ongoing termination of transactions in its regulatory capital portfolio, a sale of its
commodity index business, termination and sale of its activities as a foreign exchange prime broker and a sale and other disposition of its
energy/infrastructure investment portfolio. AIGFP has also novated certain trades to AIG Markets. AIG expects the active unwind of the Capital
Markets derivatives portfolio to be completed by the end of the second quarter of 2011, and the remaining Capital Markets derivatives portfolio
will consist predominantly of transactions AIG believes will be of low complexity, low risk, supportive of AIG's risk management objectives or
not economically appropriate to unwind based on a cost versus benefit analysis.

The cost and liquidity needs of executing the wind-down will depend on many factors, many of which are not within AIG's control, including
market conditions, AIGFP's access to markets via market counterparties, the availability of liquidity and the potential implications of further
rating downgrades.

Debt
Debt Maturities

The following table summarizes the maturing debt at December 31, 2010 of AIG and its subsidiaries for the next four quarters:
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First

Quarter

(in millions) 2011
ILFC $ 1,489
AIG borrowings supported by assets 248
AIG general borrowings 146
Other 1
Total $ 1,884

Second
Quarter

2011

1,262
1,637

1

2,900

Third
Quarter

2011

2,148
1,284

1

3,433

Fourth
Quarter

2011

$ 336
1,151
618

1

$ 2,106

Total

$ 5235
4,320
764

$ 10,323
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AIG's plans for meeting these maturing obligations are as follows:

ILFC's sources of liquidity available to meet these needs include existing cash, future cash flows from operations, debt
issuances and aircraft sales (subject to market and other conditions) (see Liquidity of Parent and Subsidiaries Financial
Services ILFC). During 2010, ILFC significantly increased its liquidity position through a combination of new secured and
unsecured debt issuances of approximately $9.8 billion and an extension of the maturity date of $2.16 billion of its

$2.5 billion revolving credit facility from October 2011 to October 2012. In December 2010, ILFC paid down $800 million
of this revolving credit facility. The amended facility prohibits ILFC from re-borrowing amounts repaid under this facility
for any reason; therefore the size of the outstanding facility is $1.7 billion. Also, in January 2011 ILFC entered into an
unsecured three-year $2.0 billion revolving credit facility. During 2010, ILFC agreed to sell 66 aircraft to third parties, 57 of

which were sold. These sales generated approximately $2.1 billion in gross proceeds during 2010.

AIG borrowings supported by assets consist of debt under the MIP as well as AIGFP debt being managed in the Direct
Investment business. Approximately $3.7 billion of debt maturities in the Direct Investment business through December 31,
2011 are supported by maturities of investments and short term cash investments. Mismatches in the timing of cash inflows
on the assets and outflows with respect to the liabilities may require assets to be sold to satisfy maturing liabilities.
Depending on market conditions and the ability to sell assets at that time, proceeds from sales may not be sufficient to satisfy
the full amount due on maturing liabilities. Any shortfalls would need to be funded by AIG Parent.
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The following table provides the rollforward of AIG's total debt outstanding:

Balance at

December 31,

Reclassified
to
Liabilities
of
Balance at Maturities Effect of Other  Activity of businesses
Year Ended December 31, 2010 December 31, and Foreign Non-Cash discontinued held for
(in millions) 2009 Issuances Repayments Exchange Changes operations(a) sald)ispositions(b)
Debt issued or guaranteed by AIG:
General borrowings:
FRBNY Credit Facility(c) $ 23435 $ 19900 $ (23,178) $ -8 8281) $ -$ -3 =
Notes and bonds payable 10,419 1,996 (1,351) (54) 501 - - -
Junior subordinated debt 12,001 - - (262) 1 - - -
Junior subordinated debt attributable to
equity units 5,880 - - - (3,711)(@ - - -
Loans and mortgages payable 438 146 - - 2 12 (380) -
AIG Funding FRBNY commercial
paper funding facility 1,997 - (2,000) - 3 - - -
SunAmerica Financial Group, Inc.
(SAFG, Inc.) notes and bonds payable 798 - (500) - - - - -
Liabilities connected to trust preferred
stock 1,339 - - - - - - -
Total general borrowings 56,307 22,042 (27,029) (316) (2,376) 12 (380) -
Borrowings supported by assets:
MIP notes payable 13,371 - (2,267) 392 (178) - - -
Series AIGFP matched notes and bonds
payable 3913 - (63) - 131 - - -
FRBNY commercial paper funding
facility, at fair value 2,742 2,272 (6,127) - 1,113 - - -
GIAs, at fair value 8,257 680 (1,666) - 941 - - -
Notes and bonds payable, at fair value 3,916 108 (925) - 154(p) - - -
Loans and mortgages payable at fair
value 1,022 21 (299) - (66) - - -
Total borrowings supported by assets 33,221 3,081 (11,347) 392 2,095 - - -
Total debt issued or guaranteed by AIG 89,528 25,123 (38,376) 76 (281) 12 (380) -
Debt not guaranteed by AIG:
ILFC:
Notes and bonds payable, ECA
facilities, bank financings and other
secured financings(s) 25,174 9,704 (7,990) (200) 12 - - -
Junior subordinated debt 999 - - - - - - -
Total ILFC debt 26,173 9,704 (7,990) (200) 12 - - -
AGF:
Notes and bonds payable 19,770 - - - - (3,495) - (16,275)
Junior subordinated debt 349 - - - - - - (349)
Total AGF debt 20,119 - - - - (3,495) - (16,624)

2010

20,985
11,511
11,740

2,169
218

298

1,339

48,260

11,318

3,981

8,212
3,253

678
27,442

75,702

26,700
999

27,699
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AIG Consumer Finance Group, Inc. loans

and mortgages payable 216 100 (115) 7 (194) - - - -
Other subsidiaries 295 43 (58) 2 318(n) 4 (145) (13) 446
Total debt of consolidated investments(?) 5,141 248 (1,507) (€9] (681) (52) - (534) 2,614
Total debt not guaranteed by AIG 51,944 10,095 (9,670) (206) (545) (3,543) (145) (17,171) 30,759
Total debt:
Total long-term debt 136,733 32,946 (39,919) (130) (1,942) (3,531) (525) (17,171) 106,461
FRBNY commercial paper funding
facility 4,739 2,272 (8,127) - 1,116¢) - - - -
Total debt $ 141472 $ 35218 $ (48,046) $ (130) $ (826) $ (353)%$ (525 % (17.171) $ 106,461
(a)
Primarily represents activity related to ALICO and AGF prior to close of sale.
(b)
Reflects the deconsolidation of AIA and sale of AGF and ALICO in 2010.
(c)
The FRBNY Credit Facility was fully repaid and terminated in January 2011 in connection with the closing of the Recapitalization.
(d)
Represents accrued interest and fees.
(e)
Represents exchange of Equity Units (and the underlying subordinated debt) for AIG Common Stock and cash.
0
Primarily represents adjustments to the fair value of Direct Investment business debt.
(g)
Includes $114 million of secured financings that are non-recourse to ILFC.
(h)
Includes $164 million of debt assumed on the acquisition of Fuji.
(i)
At December 31, 2010, includes debt of consolidated investments held through AIG Global Real Estate Investment, AIG Credit and SunAmerica of
$2.2 billion, $312 million and $108 million, respectively.
0

Reflects the consolidation of Nightingale during the first quarter of 2010.
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AIG Parent

AIG issues debt securities from time to time to meet its financing needs and those of certain of its subsidiaries, including general borrowing to
support AIG's capital structure and corporate needs, borrowing supported by assets intended to provide spread-based income and borrowing
specific to certain AIG subsidiaries to support the operations of those subsidiaries. Liquidity sources of AIG and its respective subsidiaries are
utilized to fund repayment of these obligations, including any additional funding requirements where cash flows from assets supporting
borrowing obligations are not sufficient.

In the fourth quarter of 2010, AIG raised approximately $2.5 billion in senior debt and contingent liquidity. AIG issued an aggregate of
$2 billion in senior unsecured notes, comprised of $500 million in three-year notes and $1.5 billion in ten-year notes. In addition, AIG
established a $500 million contingent liquidity facility in the name of Stone Street Trust in December 2010. Under this facility, AIG has the
unconditional right, prior to December 15, 2015, to issue up to $500 million in senior debt to the Stone Street Trust, at its discretion, based on a
put option agreement between AIG and the Stone Street Trust. The senior debt, if issued, will mature on December 15, 2015.

As of December 31, 2010, notes and bonds, including AIG Parent, MIP and Series AIGFP matched notes and bonds payable, aggregating
$26.5 billion were outstanding with maturity dates ranging from 2011 to 2052. To the extent considered appropriate, AIG may enter into swap
transactions to manage its effective borrowing rates with respect to these notes and bonds.

In November 2010, AIG exchanged 49,474,600 of its Equity Units for 4,881,667 shares of AIG Common Stock plus $162 million in cash.
Each Equity Unit was exchanged for 0.09867 shares of AIG Common Stock plus $3.2702 in cash. The stock and cash received by the Equity
Unit holders was the result of netting payments from two separate transactions, a repurchase of the subordinated debentures and a cancellation of
the stock purchase contracts.

Following the completion of the exchange offer, a total of 28,925,400 Equity Units remained outstanding. In addition, the remaining
debentures continue to be subject to remarketing. In January 2011, AIG remarketed the first of three series of the remaining debentures included
in the Equity Units. AIG purchased and retired all of the Series B-1 Debentures representing $723 million aggregate principal amount of the
Series B-1 Debentures and as a result, no Series B-1 Debentures remain outstanding. The remarketing of the remaining debentures included in
the Equity Units will occur later in 2011.

SunAmerica Financial Group, Inc. (SAFG, Inc.; formerly AIG Life Holdings (US), Inc.)

In connection with its acquisition of SAFG, Inc. in 2001, AIG entered into arrangements with SAFG, Inc. with respect to outstanding
SAFG, Inc. capital securities. In 1996, SAFG, Inc. issued capital securities through a trust to institutional investors and funded the trust with
SAFG, Inc. junior subordinated debentures issued to the trust. SAFG, Inc. guaranteed payments to the holders of capital securities only to the
extent (i) the trust received payments on the debentures and (ii) these payments were available for the trust to pay to holders of capital securities.
In 2001, AIG guaranteed the same payments to the holders of capital securities. Like the SAFG, Inc. guarantee, the AIG guarantee applies only
to any payments actually made to the trust in respect of the debentures. If no payments are made on the debentures, AIG is not required to make
any payments to the trust. AIG also guaranteed the debentures pursuant to a guarantee that is expressly subordinated to certain SAFG, Inc. senior
debt securities. Under AIG's guarantee, AIG is not required to make any payments in respect of the debentures if such payment would be
prohibited by the subordination provisions of the debentures. As a result, AIG will never be required to make a payment under its guarantee of
the debentures for so long as SAFG, Inc. is prohibited from making a payment on the debentures.

ILFC

During 2010, ILFC borrowed $327 million to refinance five aircraft and finance five new aircraft under its Export Credit Agency (ECA)
Facility described below, borrowed $5.2 billion through secured financing
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arrangements, issued $2.75 billion aggregate principal amount of unsecured senior notes in private placements and issued $1.5 billion in
registered unsecured senior notes.

In 2010, ILFC amended its $2.5 billion revolving credit facility to, among other things, extend the maturity date of $2.16 billion from October
2011 to October 2012. In December 2010, ILFC paid down $800 million of this revolving credit facility. The amended facility prohibits ILFC
from re-borrowing amounts repaid under this facility for any reason; therefore the size of the outstanding facility is $1.7 billion. In addition, in
January 2011 ILFC entered into an unsecured three-year $2.0 billion revolving credit facility. This revolving credit facility includes restrictive
covenants that, among other things, restrict ILFC from entering into secured financings in excess of 30 percent of its consolidated tangible net
assets, as defined in the agreement, less $2.0 billion, which results in an amount of approximately $10.0 billion. ILFC may borrow under this
facility for general corporate purposes. For further discussion of the terms and conditions relating to ILFC's credit facilities, see Credit Facilities
below.

ILFC Notes and Bonds Payable

As of December 31, 2010, notes and bonds aggregating $16.9 billion were outstanding with maturity dates ranging from 2011 to 2020. To the
extent considered appropriate, ILFC may enter into swap transactions to manage its effective borrowing rates with respect to these notes and
bonds.

ILFC ECA Facilities

ILFC has a $4.3 billion 1999 ECA Facility that was used in connection with the purchase of 62 Airbus aircraft delivered through 2001. The
interest rate varies from 5.83 percent to 5.86 percent on these amortizing ten-year borrowings depending on the delivery date of the aircraft. At
December 31, 2010, ILFC had five loans with a remaining principal balance of $13 million outstanding under this facility. At December 31,
2010, the net book value of the related aircraft was $1.6 billion.

ILFC has a similarly structured 2004 ECA Facility, which was amended in May 2009 to allow ILFC to borrow up to a maximum of
$4.6 billion to fund the purchase of Airbus aircraft delivered through June 30, 2010. At December 31, 2010, ILFC had financed 76 aircraft using
approximately $4.3 billion under this facility and approximately $2.8 billion was outstanding. At December 31, 2010, the interest rate of the
loans outstanding ranged from 0.43 percent to 4.71 percent. At December 31, 2010, the net book value of the related aircraft was $4.3 billion.

Borrowings with respect to these facilities are included in ILFC's notes and bonds payable in the table below. New financings are no longer
available to ILFC under either the 1999 or 2004 ECA facility.

ILFC Bank Financings and Other Secured Financings

At December 31, 2010, the total funded amount of ILFC's revolving credit facility was $1.7 billion, of which approximately $1.5 billion is
secured. The maturity of the facility, as amended, is $235 million in October 2011 and approximately $1.5 billion in October 2012. At
December 31, 2010, the interest rates ranged from 0.95 percent to 2.45 percent. In addition, at December 31, 2010, ILFC has other secured
financings of approximately $5.3 billion that mature through 2018, with interest rates ranging from 3.41 percent to 7.13 percent.

On January 31, 2011, ILFC entered into an unsecured $2.0 billion three-year revolving credit facility.

AIG does not guarantee any of the debt obligations of ILFC. See Note 15 to the Consolidated Financial Statements Debt Outstanding for
further details on ILFC's outstanding debt.

Credit Facilities

AIG relies on credit facilities as a potential source of liquidity for general corporate purposes. Currently, AIG, Chartis, Inc. and ILFC maintain
committed, revolving credit facilities and a letter of credit facility summarized in the following table for general corporate purposes. AIG,
Chartis Inc. and ILFC intend to replace or extend these credit facilities on or prior to their expiration, although no assurance can be given that
this will be possible. One
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of the facilities, as noted below, contains a "term-out option" allowing for the conversion by the borrower of any outstanding loans at expiration
into one-year term loans. All facilities, except for the ILFC five-year syndicated credit facility dated October 13, 2006, are unsecured.

At February 16, 2011 One-Year
(in millions) Available Term-Out Effective
Facility Size Borrower(s) Amount Expiration Option Date
AlG:

364-Day Syndicated January

Facility $ 1,500 AIG $ 1,500 2012 Yes 1/14/2011

3-Year Syndicated January

Facility 1,500 AIG 1,500 2014 No 1/14/2011
Total AIG $ 3,000 $ 3,000

Chartis 364-Day

Syndicated Letter of January
Credit Facility $ 1,300 Chartis $ - 2012 No 1/14/2011
ILFC:
5-Year Syndicated October
Facility@ $ 235 ILFC $ - 2011 No 10/13/2006
5-Year Syndicated October
Facility@® 1,465 ILFC - 2012 No 10/13/2006
3-Year Syndicated January
Facility 2,000 ILFC 2,000 2014 No 1/31/2011
Total ILFC $ 3,700 $ 2,000

(a)
Prior to April 16, 2010, ILFC had a $2.5 billion five-year syndicated facility which was scheduled to expire in October 2011. On April 16, 2010, ILFC
extended the maturity date of $2.16 billion of its $2.5 billion revolving credit facility from October 2011 to October 2012. In December 2010, ILFC
paid down $800 million on the $2.5 billion revolving credit facility. The amended facility prohibits ILFC from re-borrowing amounts repaid under this
facility for any reason; therefore the size of the outstanding facility is $1.7 billion.

(b)

During 2010 ILFC entered into amendments to this revolving credit facility. Upon effectiveness of these amendments, the previously unsecured bank
debt became secured by the equity interest in certain of its non-restricted subsidiaries, which hold a pool of aircraft with an appraised value of not less
than 133 percent of the principal amount of the outstanding loans.

AIG's ability to borrow under these facilities is conditioned on satisfaction of certain legal, operating, administrative and financial covenants
and other requirements contained in the facilities, including covenants relating to AIG's maintenance of a specified total consolidated net worth
and consolidated total debt to consolidated total capitalization. Failure to satisfy these and other requirements contained in the credit facilities
would restrict AIG's access to the facilities when needed and, consequently, could have a material adverse effect on AIG's financial condition
and results of operations.

The Chartis letter of credit facility provides for the issuance of letters of credit in favor of certain of its general insurance companies to permit
those companies to obtain statutory recognition of reinsurance recoverables from unauthorized reinsurers. This facility requires Chartis to
maintain a minimum combined statutory surplus and a minimum combined net worth, and contains certain customary affirmative and negative
covenants, including limitations with respect to incurrence of certain types of indebtedness or liens, certain dispositions, entry into certain
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restrictive agreements and transactions with affiliates and certain fundamental changes, as well as customary events of default.

ILFC's three-year credit facility which became effective January 31, 2011 contains customary events of default and restrictive financial
covenants that require ILFC to maintain a minimum fixed charge coverage ratio, a minimum consolidated tangible net worth, and a maximum
ratio of consolidated debt to consolidated tangible net worth.

Credit Ratings

The cost and availability of unsecured financing for AIG and its subsidiaries are generally dependent on their short-and long-term debt
ratings. The following table presents the credit ratings of AIG and certain of its subsidiaries as of February 16, 2011. In parentheses, following
the initial occurrence in the table of each rating, is an indication of that rating's relative rank within the agency's rating categories. That ranking
refers only to the
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generic or major rating category and not to the modifiers appended to the rating by the rating agencies to denote relative position within such
generic or major category.

Short-Term Debt Senior Long-Term Debt
Moody's S&P Moody's®” s&p” Fitch®
AIG P-2(2ndof A-2(2ndof Baal (4thof A-(3rdof 8) BBB (4th of
3) 8) 9) 9
Stable Stable Negative Stable
Outlook Outlook Outlook Outlook
AIG Financial Products P-2 A-2 Baa 1 A- -
Corp. Stable Stable Negative
Outlook Outlook Outlook
AIG Funding, Inc.(® P-2 A-2 - - -
Stable
Outlook
ILFC Not prime - B1 (6th of 9) BBB-(4th of 8) BB (5th of 9)
Stable Stable Negative Evolving
Outlook Outlook Outlook 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.

These credit ratings are current opinions of the rating agencies. As such, 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
AIG management's request. This discussion of ratings is not a complete list of ratings of AIG and its subsidiaries.

"Ratings triggers" have been defined by one independent rating agency to include clauses or agreements the outcome of which depends upon
the level of ratings maintained by one or more rating agencies. "Ratings triggers" generally relate to events that (i) could result in the termination
or limitation of credit availability, or require accelerated repayment, (ii) could result in the termination of business contracts or (iii) could require
a company to post collateral for the benefit of counterparties.

A significant portion of the GIAs, structured financing arrangements and financial derivative transactions have provisions that require
collateral to be posted upon a downgrade of AIG's long-term debt ratings or, with the consent of the counterparties, assignment or repayment of
the positions or arrangement of a substitute guarantee of AIG's obligations by an obligor with higher debt ratings. Furthermore, certain
downgrades of AIG's long-term senior debt ratings would permit either AIG or the counterparties to elect early termination of contracts.
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The actual amount of collateral required to be posted to counterparties in the event of such downgrades, or the aggregate amount of payments
that AIG 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 AIG's insurance
companies or AIG's credit ratings, see Item 1A. Risk Factors Credit and Financial Strength Ratings.

AIG 2010 Form 10-K 63

97



Edgar Filing: AMERICAN INTERNATIONAL GROUP INC - Form 10-K

Table of Contents

American International Group, Inc., and Subsidiaries
Contractual Obligations

The following table summarizes contractual obligations in total, and by remaining maturity:

Payments due by Period

At December 31, 2010 Total 2012 - 2014 -
(in millions) Payments 2011 2013 2015 Thereafter
Borrowings(@ $ 82862 $ 10,323 $ 16,031 $ 9223 § 47,285
FRBNY Credit Facility® 20,985 - 20,985 - -
Interest payments on borrowings 51,940 4,531 9,532 5,963 31,914
Loss Reserves 91,151 20,235 25,157 14,074 31,685
Insurance and investment contract liabilities 462,496 18,743 32,916 30,706 380,131
Aircraft purchase commitments 13,533 282 1,742 3,523 7,986
Operating leases 2,054 429 657 422 546
Other long-term obligations(® 365 61 95 80 129
Total@ $ 725386 $ 54,604 $ 107,115 $ 63991 $ 499,676
(a)

Reflects completion of an offer to exchange Equity Units (and therefore the underlying subordinated debt) for AIG Common Stock and cash.
(b)

The FRBNY Credit Facility was fully repaid and terminated on January 14, 2011, the closing date of the Recapitalization.
(c)

Primarily includes contracts to purchase future services and other capital expenditures.
(d)

Does not reflect unrecognized tax benefits of $5.3 billion, the timing of which is uncertain. In addition, the majority of Capital Markets' credit default
swaps require AIGFP to provide credit protection on a designated portfolio of loans or debt securities. At December 31, 2010, the fair value derivative
liability was $3.5 billion relating to AIGFP's super senior multi-sector CDO credit default swap portfolio, net of amounts realized in extinguishing
derivative obligations. Due to the long-term maturities of these credit default swaps, AIG is unable to make reasonable estimates of the periods during
which any payments would be made. However, at December 31, 2010 AIGFP had posted collateral of $3.0 billion with respect to these swaps (prior to
offsets for other transactions).

Borrowings

AIG's borrowings exclude those incurred by consolidated investments and include hybrid financial instrument liabilities recorded at fair value.
The repayment of long-term debt maturities and interest accrued on borrowings by AIG and its subsidiaries is expected to be made through
maturing investments and asset sales, future cash flows from operations, cash flows generated from invested assets, future debt issuance and
other financing arrangements, as more fully described in Liquidity of Parent and Subsidiaries.

Loss Reserves

Loss reserves relate primarily to Chartis business, but also include Mortgage Guaranty reserves, and represent future loss 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.

Management believes that adequate financial resources are maintained by the individual Chartis and UGC subsidiaries to meet the actual
required payments under these obligations. These subsidiaries maintain substantial liquidity in the form of cash and short-term investments.
Further, these businesses maintain significant levels of investment-grade fixed income securities, including substantial holdings in government
and corporate bonds (see Investments herein), which Chartis and UGC could seek to monetize in the event operating cash flows are insufficient.
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See Capital Resources and Liquidity Liquidity = Analysis of Sources and Uses of Cash and Capital Resources and Liquidity Liquidity Liquidity
of Parent and Subsidiaries for matters that could affect operating cash flows and liquidity of the subsidiaries.
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Insurance and investment contract liabilities, including GIC liabilities, relate primarily to SunAmerica businesses and include various
investment-type products with contractually scheduled maturities, including periodic payments of a term certain nature. Insurance and
investment contract 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) AIG is
currently not 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 out of AIG's control.

AIG has made significant assumptions to determine the estimated undiscounted cash flows of these contractual policy benefits, which
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 used, the periodic amounts presented could be materially
different from actual required payments. The amounts presented in this table are undiscounted and therefore exceed the future policy benefits
and policyholder contract deposits included in the Consolidated Balance Sheet.

Management believes that adequate financial resources are maintained by individual SunAmerica subsidiaries to meet the payments actually
required under these obligations. These subsidiaries maintain substantial liquidity in the form of cash and short-term investments. In addition,
SunAmerica businesses maintain significant levels of investment-grade fixed income securities, including substantial holdings in government
and corporate bonds (see Investments herein), which SunAmerica could seek to monetize in the event operating cash flows are insufficient.

Liquidity needs for GIC liabilities are generally expected to be funded through cash flows generated from maturities and sales of invested assets.
See Capital Resources and Liquidity Liquidity —Analysis of Sources and Uses of Cash and Capital Resources and Liquidity Liquidity Liquidity
of Parent and Subsidiaries for matters that could affect operating cash flows and liquidity of the subsidiaries.

Aircraft Purchase Commitments

At December 31, 2010, ILFC had committed to purchase 115 new aircraft deliverable from 2011 through 2019, at an estimated aggregate
purchase price of approximately $13.5 billion, the majority of which is due after 2015, with $282 million coming due in 2011. See Note 16 to
the Consolidated Financial Statements, and Liquidity of Parent and Subsidiaries Financial Services ILFC.

Off-Balance Sheet Arrangements and Commercial Commitments

The following table summarizes Off-Balance Sheet Arrangements and Commercial Commitments in total, and by remaining maturity:

Total Amount of Commitment Expiration
December 31, 2010 Amounts 2012 - 2014 -
(in millions) Committed 2011 2013 2015 Thereafter
Guarantees:
Liquidity facilities® $ 849 $ 748 § - $ -3 101
Standby letters of credit 990 964 14 11 1
Construction guarantees® 37 37 - - -
Guarantees of indebtedness 202 - - - 202
All other guarantees(® 632 30 149 140 313
Commitments:
Investment commitments@ 3,947 1,900 1,247 637 163
Commitments to extend credit 197 119 39 38 1
Letters of credit 1,553 252 1,301 - -
Other commercial commitments(®/ 776 14 - - 762
Total® $ 9,183 $ 4,064 $ 2750 $ 826 $ 1,543
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(a)
Primarily represents liquidity facilities provided in connection with certain municipal swap transactions and collateralized bond obligations.

(b)
Primarily represents SunAmerica construction guarantees connected to affordable housing investments.

(c)
Excludes potential amounts attributable to indemnifications included in asset sales agreements. See Note 16 to the Consolidated Financial Statements.

(d)
Includes commitments to invest in limited partnerships, private equity, hedge funds and mutual funds and commitments to purchase and develop real
estate in the United States and abroad. The commitments to invest in limited partnerships 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.

(e)
Includes options to acquire aircraft. Excludes commitments with respect to pension plans. The annual pension contribution for 2011 is expected to be
approximately $144 million for U.S. and non-U.S. plans.

)

Does not include guarantees, capital maintenance agreements or other support arrangements among AIG consolidated entities.

Securities Financing

The fair value of securities transferred under repurchase agreements accounted for as sales was $2.7 billion and $2.3 billion at December 31,
2010 and December 31, 2009, respectively, and the related cash collateral obtained was $2.1 billion and $1.5 billion at December 31, 2010 and
December 31, 2009, respectively.

Arrangements with Variable Interest Entities

While AIG enters into various arrangements with variable interest entities (VI