


We note that two business units, AGF and AIGFP, limited their exposures to subprime markets in
view of deteriorating market conditions, while two other units, United Guaranty Corporstion and AIG
Investments, increased their subprime exposures. The lack of a cobesive mechanism to share
information on subprime exposures leads to incomplete central oversight scross the conglomerate.

In light of the identified material weakness in the oversight of the valuation of the super senior CDS
pontfolio, and gaps noted within corporste oversight, we have downgraded AIG's holding company
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currently exists due to the holding company’s exposure to the US subprime market. Though we also
acknowledge the demonstrated eamings strength of the holding company to absorb material
unanticipated losses, the significant negative impact to eamings from the super senior CDS portfolio
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our concerns contained in this letter. The following elements will be impostant fisctors in our
assessment of your corrective action plan: (1) cosrection of all control weakmesses over financial
reporting relating to valuation methods; (2) demonstrated improvement of central corporate oversight
of-AIG's key subsidiaries including AIGFP, ILFC, and AGF; (3) meaningful benchmarks to measure
the effectiveness of corrective sctions; and (4) monthly progress reports. Please provide your written
résponse and the corrective action plan to OTS 0o later than 30 days following receipt of this letter.

This letter is provided to the holding company for its confidential use. Except a3 provided in 12
C.I'R, Section $10.5, the holding company, its directors, officers, or employees may not disclose this
lettee, or any portion of it, to unsuthorized persons or crganizations. Unauthorized persons or
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company.



if you have any questions, please call me at If I am unsvailable, please call

Attachment:
Federal Register Notice, OTS Savings and Loan Holding Company Rating System



