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STATEMENT OF JIM MILLSTEIN, CHIEF RESTRUCTURING 
OFFICER, U.S. DEPARTMENT OF THE TREASURY 

Mr. MILLSTEIN. Chair Warren, members of the panel, thank you 
for the opportunity to testify today. Since joining the Treasury De-
partment in May of 2006, I have been—2009, sorry. I have been— 
it feels like four years. I have been primarily responsible for over-
seeing the taxpayers’ significant investment in American Inter-
national Group. 

As you know, prior to joining the Treasury Department I spent 
28 years working in the private sector focused exclusively on finan-
cial restructurings. 

I will use my time today briefly to outline our current invest-
ments and commitments to AIG, the company’s restructuring plan, 
and the Government’s exit strategy. 

As of today, the Federal Reserve Bank of New York and the 
Treasury Department have extended $132 billion of financial sup-
port to AIG. The New York Fed has provided $83 billion of this 
support, $26 billion of which represents loans outstanding to the 
parent company. 

$25 billion of which represents the preferred interest in AIG’s 
two largest international life insurance subsidiaries, AIA and 
ALICO, and $31 billion of which represent loans to two special pur-
pose vehicles formed to acquire troubled assets from AIG in No-
vember of 2008. 

The Treasury has provided $49 billion in the form of Series E 
and F Preferred stock. In addition, the AIG Credit Facility Trust 
established for the benefit of the taxpayers in connection with the 
original funding of the New York Federal Reserve Credit Facility, 
holds AIG’s Series C Preferred stock which represents approxi-
mately 80 percent of AIG’s outstanding common stock on a fully di-
luted basis. 

This substantial financial commitment has enabled AIG to re-
main a going concern with an investment grade rating. However, 
without government support, because of its leverage and the risks 
associated with its financial products business, it would not have 
an investment grade rating, a rating that is critical to the competi-
tiveness of its insurance subsidiaries. 

Therefore, the objective of the company’s restructuring plan is to 
restructure its balance sheet and business profile so that it can 
sustain an investment grade rating on its own. Thereby, permitting 
the government to exit its support and to monetize its investments. 

The restructuring plan has six essential components. First, the 
company will have to substantially reduce its debt through asset 
sales and divestitures. Next, the Company will have to dem-
onstrate independent access to the capital markets and secure 
standby lines of credit. 

Third, the wind down of AIGFP will have to be substantially 
completed. Fourth, AIG will need to divest any businesses whose 
potential cash needs or credit rating represent a potential drag on 
the parent company rating. 

Fifth, the company will have to demonstrate that its core insur-
ance subsidiaries are profitable, well capitalized, and have repaired 
the damage to their franchises that the uncertainty associated with 
rescue has generated. Finally, the company will have to dem-
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onstrate that it has improved its risk management procedures and 
practices. 

Today as you’ve heard, AIG has made significant progress on 
each critical front. The pending AIA and ALICO divestitures will 
result in a substantial deleveraging of AIG’s balance sheet and will 
facilitate its access to third party capital. 

AIG’s leasing and finance businesses have accessed the long term 
debt markets again, allowing them to refinance their maturing 
debt and meet their own liquidity needs without recourse to the 
parent. The wind down of FP has made significant progress and is 
targeted to be completed substantially by year end. 

Financial results have stabilized and begun to improve at 
Chartis and SunAmerica Financial, the core businesses of AIG’s fu-
ture. And finally, its risk management practices have improved. 

At the conclusion of this process, once it can sustain an invest-
ment grade rating without government support the government 
will exit as promptly as practicable. Whether we get all of our 
money back remains an open question. Let me briefly review where 
we stand today. 

If the AIA and ALICO divestitures close as planned, proceeds of 
those sales and the sale of other non-core assets should be suffi-
cient to repay the New York Fed facility and redeem the preferred 
interest it holds in AIA and ALICO in full with all interest and 
dividends. 

Cash flows from the assets in Maiden Lane 2 and 3 and recent 
valuations of those assets suggest that the New York Fed loans to 
Maiden Lane II and III will also be paid in full with interest. And 
that the equity they own in each of those facilities is likely to have 
a real value. 

As a result, it seems very likely that the $83 billion dollars of 
outstanding Fed support will be paid in full. Similarly, at current 
market prices, the common stock that the Series C represents has 
value. Market conditions may change before the trustees have the 
opportunity to sell that stock, and the very selling of that stock, 
given how much they have, will put significant downward selling 
pressure on the price of AIG’s common stock. But the stock market 
today suggests there’s real value there. 

Finally, that leaves the Treasuries Series E and F Preferred, the 
$49 billion. The timing of our ability to monetize those investment 
in AIG will depend on the pace at which the other steps of the re-
structuring plan are accomplished. 

Whether Treasury ultimately recovers all of its investment or 
makes a profit, will in large part depend on the company’s oper-
ating performance and market multiples for insurance companies 
at the time the government sells its interests. 

Chair WARREN. Mr. Millstein, we’re at five minutes. 
Mr. MILLSTEIN. I’m done. 
Chair WARREN. Do you want to just give me another sentence? 
Mr. MILLSTEIN. One more sentence. 
Chair WARREN. You got it. 
Mr. MILLSTEIN. But as soon as we are confident that AIG can 

stand alone, we will move to exit these investments as promptly as 
practicable. Now I’m ready for your questions. 
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Chair WARREN. There we go. I like that, ‘‘promptly as prac-
ticable.’’ 

[The prepared statement from Mr. Millstein follows.] 
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Chair WARREN. So let me just get started here, I want to walk 
through this. I’m hearing you say that it is very likely that the 
American taxpayer will be repaid in full from AIG? 

Mr. MILLSTEIN. I think—— 
Chair WARREN. Is that what I heard you say? 
Mr. MILLSTEIN. What I said is that the New York Fed, which has 

about $83 billion dollars outstanding today, is very likely to be paid 
in full. The asset values that we’ve seen in both Maiden Lane II 
and III, and the sales prices for AIA and ALICO, should be suffi-
cient to pay them in full. 

The Series—— 
Chair WARREN. That’s not everyone though. 
Mr. MILLSTEIN. No, that’s not everyone. The Treasury Depart-

ment has $49 billion dollars outstanding in Series E and F Pre-
ferred. And as I said in my testimony, the recovery on that will de-
pend on the performance of the remaining businesses and how 
those businesses are valued in the market at the time. 

Chair WARREN. So do you have any estimate at this point? 
You’ve heard the estimates—— 

Mr. MILLSTEIN. I have. 
Chair WARREN [continuing]. We’ve referred to them multiple 

times—— 
Mr. MILLSTEIN. I have. 
Chair WARREN [continuing]. From CBO. 
Mr. MILLSTEIN. I have. I think that there are, you know, sub-

stantial—there’s a lot of things that have to occur before we’ll know 
the answer to that question. And I think if—as you heard from the 
KPW analyst today, if the common stock has a value of $5.00, the 
preferred is paid in full. 

While that may be a lower stock price than the company is trad-
ing at today, that implies that the preferred is money good. 

Chair WARREN. Okay. 
Mr. MILLSTEIN. And even at that $5.00 stock price, the Series C 

Preferred held by the Series C Trust would have a value of $3 bil-
lion dollars. That’s pure profit to the taxpayers. 

Chair WARREN. But—since I see you wince and hesitate on the 
second number, that is you feel confident about the $83 billion re-
payment, a little less confident about the $49 billion. 

Do you feel that Mr. Benmosche perhaps is a bit optimistic? 
Mr. MILLSTEIN. No, in fact he knows his business better than I 

do. And if he can, in fact, drive—— 
Chair WARREN. You are principally responsible for overseeing 

him though—— 
Mr. MILLSTEIN. Yes, I am. 
Chair WARREN. So I take it only a little bit better. 
Mr. MILLSTEIN. Well no, he’s a you know, an experienced insur-

ance executive. I’m a financial restructuring professional. He 
knows his businesses better than I do. And his confidence that he 
can get Chartis and SunAmerica Financial to an $8 billion dollar 
net after tax earning. If he can do that, we’re going to be paid in 
full. 

Chair WARREN. All right, so what do you see as the biggest risk 
here that we won’t get repaid? I know you’ve laid out some of the 
things that have to happen. But where do you see the biggest risk? 
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Mr. MILLSTEIN. I think the biggest risk—— 
Chair WARREN. You assess risks. 
Mr. MILLSTEIN. The biggest risk for an insurance company are 

the state of the financial markets and the impact it has on their 
franchise values. Remember, an insurance company you know, 
writes long dated risk and it takes the premiums and invests in a 
variety of financial assets. 

The markets go up, the assets perform. The markets go down, 
the assets are impaired, and so they vary. The fortunes of this com-
pany, like every other insurance company, in part ride on the per-
formance of the financial markets. We’re obviously in very volatile 
times still. And so to me, that is the greatest risk. 

Chair WARREN. All right. So the American taxpayer is on this 
ride along with the up and down of the stock market? 

Mr. MILLSTEIN. Yeah, I think—— 
Chair WARREN. Or the down of the stock market. 
Mr. MILLSTEIN. There’s no question we’ve made a substantial in-

vestment in the largest insurance company in the world. And we 
did that for, in my view, good and valid reasons to prevent a fur-
ther catastrophe in the financial markets. 

I think it’s been very successful. We have stabilized AIG. And the 
returns on that investment and on that policy approach will de-
pend on the future performance of the company, which in part, de-
pends on the performance of the financial markets. 

Chair WARREN. Actually, let me ask you about that performance 
since we’re hearing a lot of good news here. The preferred stocks 
held by Treasury are not paying or accumulating dividends. And 
that means that we have, we the American taxpayers, have given 
up about $5 billion dollars in foregone cash? 

Mr. MILLSTEIN. Actually—— 
Chair WARREN. Why has Treasury chosen this course of action? 
Mr. MILLSTEIN. The math is a little more complicated than that. 

Remember, we own 80 percent of the common stock. So we really, 
the giving up of dividends on the preferred, was really just giving 
up 20 percent of them because the value of those, the value of that 
dividend would otherwise flow to the common stock if it doesn’t go 
to the preferred. And we own 80 percent of the common stock. 

Chair WARREN. Now wait, wait, wait though. But those pockets 
don’t match. So you’re saying that we gave away $1 billion of the 
$5 billion to the other—— 

Mr. MILLSTEIN. We haven’t given it away. 
Chair WARREN [continuing]. AIG shareholders—— 
Mr. MILLSTEIN. We haven’t given it away. 
Chair WARREN [continuing]. By not collecting the dividends that 

belong to the taxpayer? 
Mr. MILLSTEIN. Chair Warren, with all due respect, we haven’t 

given away anything. These are dividends the company could not 
afford to pay. And in its current—— 

Chair WARREN. Well I’m hearing so much optimistic news I—— 
Mr. MILLSTEIN. I know, but—— 
Chair WARREN. So they can’t afford to pay their dividends. 
Mr. MILLSTEIN. I understand. 
Chair WARREN. And that’s cost us $5 billion. 
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Mr. MILLSTEIN. It hasn’t cost us anything. These are dividends 
they could not afford to pay. 

Chair WARREN. All right. And you’re saying but that’s all right 
because we’re still going to sit in the common shareholder posi-
tion—— 

Mr. MILLSTEIN. Had they been able to pay the dividend, they 
would first have to bring the preferred dividends current before 
they could pay a dividend to the common stock, and that’s where 
we are today. But at this point, at this point, the company’s cash 
flows, its net income after taxes are insufficient to support a pre-
ferred dividend. 

Chair WARREN. Okay, so where do you anticipate between this 
optimistic view of AIG repaying the American taxpayer in full, and 
the position where we are today, which is they can’t pay the divi-
dends owed. 

Where are we going to cross that line where we don’t con-
tinue—— 

Mr. MILLSTEIN. Okay. 
Chair WARREN [continuing]. To lose money from a company that 

can’t pay us dividends that it owes us. 
Mr. MILLSTEIN. I laid out the six steps of the restructure plan. 
Chair WARREN. I heard those. 
Mr. MILLSTEIN. Okay, so if you just bear with me for a minute. 

What is going on is a resolution of a large financial company. And 
that resolution involves its downsizing, okay? 

We’re selling stuff to pay back debt. We’re selling AIA and 
ALICO. We’ve got a sale transaction for the life insurance oper-
ations in Taiwan. We’ve sold buildings and real estate around the 
world. All of—— 

Chair WARREN. I understand all this. 
Mr. MILLSTEIN. Wait, wait. 
Chair WARREN. I’ve read the Treasury. 
Mr. MILLSTEIN. Bear with me. 
Chair WARREN. I’ve read your report. 
Mr. MILLSTEIN. Bear with me. It takes time to take a company 

of this size and scope to get it down to a footprint where it’s actu-
ally reduced its debt, reduced its leverage, reduced its risk—— 

Chair WARREN. I understand that. That’s why I—— 
Mr. MILLSTEIN [continuing]. And can pay a dividend. 
Chair WARREN [continuing]. Asked a time question. 
Mr. MILLSTEIN. What was your—what time question? 
Chair WARREN. And the time question was, I hear this enormous 

optimism which suggests that you have some kind of plan in mind 
and that AIG has a plan in mind for where it will end up. And 
what I see today, is that it is not able to pay the dividends owed 
on the preferred shares. 

So what I’m asking is, when in this downsizing do we expect 
those two to cross over so that it can at least meet its obliga-
tions—— 

Mr. MILLSTEIN. Okay. 
Chair WARREN [continuing]. Before the happy day comes that it 

pays us back in full? 
Mr. MILLSTEIN. If the AIA and ALICO deals close, they’ll likely 

close sometime in the third and fourth quarter of this year, okay? 
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So that’s—that will result in an immediate pay down of the Federal 
Reserve facility—sorry, of the preferred interest at the—at AIA and 
ALICO, that’s about $25 billion that will be immediately retired 
with the cash proceeds. 

And the balance of the consideration can be sold, given the terms 
of the lock ups we’ve negotiated with MetLife and Prudential over 
the course of a year to a year-and-a-half. When those proceeds are 
realized, they should be sufficient to pay off the credit facility at 
the parent level in full. 

So sometime, I would expect, in 2011, if those deals close, the 
Federal Reserve will be paid in full for all of its existing exposure 
to AIG. 

Chair WARREN. Okay. 
Mr. McWatters. 
Mr. MCWATTERS. Thank you. Mr. Millstein, when the deal was 

struck in September, current shareholders of AIG stayed in place. 
It was not a bankruptcy, they weren’t wiped out. 

So today we have sort of an odd situation of pre-bailout share-
holders that may live to collect dividends someday, may live to sell 
their stock for a profit even though the tax payers may lose, CBO 
$36 billion dollars, OMB $50 billion dollars, is that correct? 

Mr. MILLSTEIN. Well let me just—if in fact, the preferred stock 
interests lose money. It’s unlikely the common are going to get any-
thing, right? In the way a balance sheet is constructed, the pre-
ferred stockholders are going to get paid first before the common 
stockholders get anything. 

Now we have, it is true that the stock is trading. The common 
stock is trading and 20 percent of it was left outstanding. People 
are buying in and selling that every day. No dividends are being 
paid on that stock. So it’s a bet on the company’s future. 

Mr. MCWATTERS. But given that it’s trading for $33.00 a share 
today, there must be a lot of people, a lot of smart people, a lot of 
analysts who think the preferred stock will be repaid. 

Mr. MILLSTEIN. That would be the inference you would draw, 
yes. 

Mr. MCWATTERS. Yeah. 
Mr. MILLSTEIN. So that’s good news for the taxpayers. The com-

mon stock, the common—the people who are trading the common 
stock are suggesting the preferred stock is money good. 

Mr. MCWATTERS. Okay, but the equity, the pre-bailout equity 
was not wiped out in this deal? 

Mr. MILLSTEIN. It was substantially diluted. 
Mr. MCWATTERS. Substantially diluted, but not wiped out. 
Mr. MILLSTEIN. If I may though, again, just to take the market 

price of the common stock. The 80 percent of the stock that was 
represented by the Series C, if you valued that at the $33.00 a 
share, at which the common stock market is trading the out-
standing float, that’s an $18 billion dollar profit to the taxpayer for 
the privilege of having made all creditors whole, and for having put 
a wall up around this company to keep it from failing. You know, 
if that’s how it plays out, I think all of you would agree that this 
was a very successful rescue. 

Mr. MCWATTERS. It was only successful because the taxpayers 
got lucky. If we go back to September 16, 2008, and we start look-
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ing at the CDOs, we start looking at the RMBS, that was junk, no-
body wanted it. Because there was not a market. We had no idea 
what it was worth and it was simply purchased because it had to 
be purchased. 

The fact that it appreciated, that’s to our benefit, and that’s 
great. But that was far from assured or guaranteed at the time. 

Mr. MILLSTEIN. Listen, I was a private citizen at the time that 
this rescue occurred. So I had no greater involvement with it than 
you did. And I stood back at probably the same distance from it 
that you did. 

But I think if you listen to the testimony of my colleagues, my 
now colleagues at the Federal Reserve, what you hear them tell 
you is, that this wasn’t done to make a profit. It wasn’t done for 
the protection of Goldman Sachs, or JP Morgan, or any of the other 
counterparties. It was for the protection of the financial system of 
this country, to try to prevent a panic. A panic that had already 
started that would have been worsened and exacerbated had this 
company failed. And I believe that. 

Mr. MCWATTERS. I agree, but that’s the reason I said in my 
opening statement that if you, if the supposition is, we need to save 
AIG to save the world financial system, well the world financial 
system is Goldman Sachs and JP Morgan and some others. 

So if the world financial system had collapsed, these institutions 
would have collapsed. So it was certainly in their best interests to 
have AIG bailed out. And if they can be bailed out at 100 cents on 
the dollar, it’s a happy day. 

Mr. MILLSTEIN. Listen, I understand the ambivalence about—the 
view that AIG is a vehicle to pay other large financial institutions. 
But if you believe that its a collapse would have created fear and 
panic across all financial markets, and it wasn’t just Goldman 
Sachs and JP Morgan who were being helped by this rescue. 

It was you and I as depositors in our banks. It was the insurance 
policy holders across AIG and every other insurance company. It 
was the pensioners whose pension plans were racked by AIGFP. It 
was the holders of stable value funds, whose—— 

Mr. MCWATTERS. I agree. I totally agree with what you’re saying. 
But none of those folks you just mentioned got the wire transfer 
that Goldman Sachs and the others did. 

Mr. MILLSTEIN. In fact though, they did. In fact they did, because 
the 44,000 trades that Mr. Benmosche talked about include all 
those stable value insurance contracts that FP wrote that FP has 
honored. It includes the various transactions they did with pension 
funds to insure their assets too. 

We’ve singled out, because they happen to have held very, very 
volatile assets on AIG’s—that AIG had insured, and that the de-
cline in the price of which were running through AIG’s income 
statement and creating enormous losses in the fourth quarter of 
2008. 

So in order to try to mitigate the losses at AIG, and in order to 
try to stabilize its balance sheet, the Federal Reserve went after 
these two asset classes that were causing such losses and such in-
stability. And tried to buy them in at those prices to terminate the 
losses going forward so as to try to keep this company from needing 
more money and it becoming even more unstable. 
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So yes, Goldman Sachs, and Société Généralé, and the other 
counterparties to those RMBS and to the CDOs, got paid, but it 
was part of a broader effort to stabilize this company so they could 
honor everybody’s contracts in full. They weren’t the only parties 
whose contracts were honored in full. Everybody since September 
of 2008, has had their contracts honored by AIG. 

Chair WARREN. Mr. McWatters. 
Mr. MCWATTERS. I understand. 
Chair WARREN. Are you okay? 
Mr. MCWATTERS. I’m done. 
Chair WARREN. Are you through? 
Mr. MCWATTERS. I’m done. 
Chair WARREN. Mr. Silvers. 
Mr. SILVERS. I wasn’t planning to ask this, but I now feel com-

pelled to do so. I notice Mr. McWatters didn’t bring up Goldman 
Sachs or JP Morgan, so obviously it’s on Treasury’s mind. 

Is it not the case that in the week of September 15, 2008, that 
the cash calls that the company could not meet were in two lines 
of business and two lines of business only. And but for those cash 
calls, none of this would have been necessary? 

And those two lines of business were, and it depends on what— 
you know you can believe or not—you can argue I guess with the 
state insurance regulators, they certainly were the swaps business 
and they may have been the securities lending business. 

And but for those two enterprises, none of this would have oc-
curred? Is that not so? 

Mr. MILLSTEIN. That is not so. So let me—— 
Mr. SILVERS. Are you seriously asserting that if you wipe those 

two pieces of business off the books, that AIG was nonetheless in-
solvent? 

Mr. MILLSTEIN. Let me—— 
Mr. SILVERS. And are you accusing the New York State Insur-

ance Commissioner of lying to this panel? 
Mr. MILLSTEIN. Can I answer the question? I’m trying to be—— 
Mr. SILVERS. I’m just astounded at the lengths you will go to to 

defend something that may, in fact, be defensible in a perfectly 
straightforward way. 

Mr. MILLSTEIN. No, I actually have sat through the entire hear-
ing today. 

Mr. SILVERS. I know. 
Mr. MILLSTEIN. I’ve heard—— 
Mr. SILVERS. I’m impressed. 
Mr. MILLSTEIN. And I’ve heard the testimony of all the expert 

witnesses and fact witnesses before you. And I’ve spent a year now 
with this company’s balance sheet and understanding its liability 
structure. And I want to give you the benefit of my learning. 

All of the contracts at AIGFP are guaranteed by the parent. The 
parent has a $100 billion dollar balance sheet of its own. On Sep-
tember 8th of 2008, with $15 billion dollars of commercial paper, 
we all know what happened to Lehman Brothers, to the commer-
cial paper markets after Lehman Brothers filed and defaulted on 
$5 billion dollars of commercial paper. 

Fifteen billion dollars of commercial paper at the parent com-
pany. Eighty billion dollars of repo. Again, the repo markets went 
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into seizure after the Lehman Brothers filing. And a much smaller 
amount of repo. Two trillion dollars of notional derivatives, $400 
billion of credit derivatives, concentrated very much in the real es-
tate part of the market. 

Had AIGFP defaulted on the collateral posting requirements that 
it had on September 16, every counterparty, 44,000 trades could 
have terminated their trades, declared cross default—— 

Mr. SILVERS. You know Mr. Millstein, you’ve—you’re not paying 
attention to what I was asking you. 

Mr. MILLSTEIN. I’m sorry. 
Mr. SILVERS. And you’ve actually agreed with me. 
Mr. MILLSTEIN. Oh. 
Mr. SILVERS. What you’ve said is, is that—you said that all kinds 

of terrible things would have happened had they defaulted on the 
collateral posting obligations. But it was, but it’s the collateral 
posting obligations that were the triggering issue, right? 

Mr. MILLSTEIN. The collateral posting obligations were actually 
triggered by the downgrade. The downgrade—— 

Mr. SILVERS. Yes, I know that. But that’s where the cash need 
was that week. 

Mr. MILLSTEIN. I’m sorry. 
Mr. SILVERS. All the witnesses, all day long have said this. 
Mr. MILLSTEIN. And the—— 
Mr. SILVERS. You’re not disputing that. 
Mr. MILLSTEIN. And the securities lending part—— 
Mr. SILVERS. Right, exactly. 
Mr. MILLSTEIN. They refused to roll over—— 
Mr. SILVERS. Okay, so we all agree. 
Mr. MILLSTEIN. Okay. 
Mr. SILVERS. Let me move to the present. As my colleagues have 

expressed, there are these estimates from the government account-
ing bodies that $30 billion or $50 billion dollar losses is likely. 

It appears from your testimony, that what that really means is 
that they believe that the preferred Series E is worthless. Or in the 
better case scenario, the $30 billion dollar loss, they believe that 
it is worth 60, no 40 percent, of the face. 

Mr. MILLSTEIN. Right. 
Mr. SILVERS. Am I understanding their point of view correctly? 

I know it’s a little unfair to ask you what they think. But is that 
essentially what that means? 

Mr. MILLSTEIN. Yeah, I mean there’s $50 billion outstanding, if 
they think it’s only worth $30, there’s going to be a $20 billion dol-
lar loss. 

Mr. SILVERS. And we’re not—explain to me why you think they 
are wrong, because clearly you do. 

Mr. MILLSTEIN. Well no, I don’t think any of us can predict the 
future. 

Mr. SILVERS. Okay. 
Mr. MILLSTEIN. I think that the Government Accountability Of-

fice and the OMB have to, under the regulations they’re subject to, 
they have to make estimates of this for purposes of budgetary ac-
counting. 

Mr. SILVERS. Yes. 
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Mr. MILLSTEIN. And I suspect they’re being conservative in their 
view. You know, I’m working to get the taxpayer’s money back. 

Mr. SILVERS. Right. 
Mr. MILLSTEIN. I think we have a—or the company—has a re-

structuring plan that they’ve worked on with us that is going to 
take time to implement. But it should—and we’ve spent a lot of 
time on it, if they can implement it—should leave them as an in-
vestment grade company and if it can perform, if the two core busi-
nesses can perform the way that Mr. Benmosche suggested they 
can, the NEF should do very well. 

Mr. SILVERS. My time is up. Thank you. 
Chair WARREN. Professor Troske. 
Dr. TROSKE. Maybe we’ll continue on a related line. And you 

were here for Mr. Gallant’s testimony as well and his estimate of 
what the stock price should be. And can you sort of respond to that 
a little. 

And apparently you disagree with him as well. I don’t know 
whether you’ve had a chance to look at his estimate. And there are 
widely different estimates out there. And I recognize that people 
are making—I understand how we come up with different esti-
mates that we’re making different assumptions about the outcome. 

Mr. MILLSTEIN. Yeah I’ve seen his work and you know, an ana-
lyst report such as that is built on a number of assumptions. 
And—— 

Dr. TROSKE. Can you tell me which ones you would quibble with 
specifically? 

Mr. MILLSTEIN. In part I’m constrained not to quibble with any 
particular assumption because I actually know more than he does. 
I have much more material non-public information and it is a pub-
licly traded stock and it would be inappropriate for me to do so. 

Dr. TROSKE. Okay. 
Mr. MILLSTEIN. I mean I’m not—I’m not trying to—— 
Dr. TROSKE. No, I respect that. Can you give us some broad indi-

cation that you’re comfortable with where you think that there are 
differences that you might have. 

Mr. MILLSTEIN. From my point of view of representing the Series 
E and F, I take some comfort from his conclusion that the stock 
actually has positive value because it means the interests I’m try-
ing to recover are going to be paid in full. 

Dr. TROSKE. Okay. 
Mr. MILLSTEIN. And it also means that the Series C stock has 

real value. And that’s pure profit to the tax payers. 
Dr. TROSKE. So I guess you—I believe you answered Chair War-

ren’s question about when you thought the AIG will no longer need 
government support. Was that what your estimate was in 2011? Or 
I guess that’s where you said it was going to cross the line. 

Mr. MILLSTEIN. Yeah, I think the de-leveraging that is a predi-
cate to its being able to garner a stand alone investment grade rat-
ing, is dependent upon these major asset sales closing and our 
monetizing the value of the stock that we’re taking back on those 
deals. 

And I see that occurring you know, sometime between year end 
this year and year end next year when we’ve fully monetized those 
interests. 
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Dr. TROSKE. Okay. 
Mr. MILLSTEIN. And therefore, you know if its got its leverage 

profile, that is its debt down and its coverage to a point where it 
looks like an investment grade company. Then I think we can 
begin you know, assuming the other elements of the restructuring 
plan that I outlined. 

Which, as I said, independent access to capital, that the parent 
company starts tapping the credit and capital markets again inde-
pendent of the government. You know I think that’s when we can 
start thinking about exiting the Series E and F. 

Dr. TROSKE. Mr. Gallant also said that he thought the share 
price, the current share price reflected the trader’s beliefs that the 
government was going to walk away leaving—you know, giving a 
gift, another gift to AIG. 

Mr. MILLSTEIN. I think you can be certain that that is not going 
to occur. 

Dr. TROSKE. Okay. Let me change gears just a little. 
You are an expert in restructuring. If you’re—and you were not 

in the room at the time, as you made clear. Had you been, would 
you have done anything different? 

Mr. MILLSTEIN. Yeah, Mr. Bienenstock and I go a long way back 
together. We’ve been on opposite sides of the table, we’ve been on 
the same side of the table on numerous occasions. 

I think that his confidence in the ability to actually have a dis-
count negotiation with 16 counterparties is misplaced. In part be-
cause I think he’s simplified some of the assumptions on which his 
analysis relies. 

During the period from September to November, when he as-
sumes we had that three months in the Federal Reserve and the 
government to conduct a negotiation, collateral was required to be 
posted almost every other day. 

So the failure, while it—well he’s right, having put the $85 bil-
lion dollar loan in place, bankruptcy was remote, but default was 
not remote. Every day, those 16 counter-parties or every week 
those 16 counter-parties were making demands for collateral. 

So in order to have the dissident account negotiation, the com-
pany would have had to be prepared to say, I’m not paying. And 
to take the risk that anyone of those 16 counterparties or anyone 
who had cross-default rights, the other 44,000 claimants, or anyone 
at the parent who had cross-default rights, would not exercise their 
rights to cross-default. 

So while we could—you could have gathered the 16 major 
counterparties in a room and had a negotiation. I can tell you at 
the time, I was actually concluding a very—the very similar nego-
tiation to that which was urged upon AIG, after nine months of ne-
gotiating with that very same group over the extent of their dis-
counts and how it would be done in another entirely different situ-
ation. 

But most importantly for AIG, the company would have had to 
be prepared to take the risk of nonpayment, and have that non-
payment put at risk every other debt instrument that had a cross- 
default at the parent level and at FP. 

And if I may, I know where you’re going. If I may, that would 
have made that company completely unstable. Any creditor with 
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the right to declare a cross-default could have brought the house 
of cards down. 

Chair WARREN. So if I can just follow-up on that. Is that—you 
were talking about you were negotiating the same thing. Were you 
negotiating something like that with a government back stop be-
hind it? Where the government said, I will make sure that between 
us, we get you paid so long as you don’t cross-default and bring this 
company down? 

Mr. MILLSTEIN. No I—— 
Chair WARREN. Doesn’t that change the negotiating dynamic 

somewhat? A carrot the size of Manhattan—— 
Mr. MILLSTEIN. Yeah. 
Chair WARREN [continuing]. And a stick the size of—— 
Mr. MILLSTEIN. Right. 
Chair WARREN [continuing]. The global economy. 
Mr. MILLSTEIN. If—I mean I’m not sure I’m comfortable with, as 

a citizen, with the Federal Reserve using that power to pick and 
choose winners. 

Chair WARREN. I’m sorry, were you uncomfortable with Long 
Term Capital Management? 

Mr. MILLSTEIN. The government didn’t put any money up in that 
situation. 

Chair WARREN. The government had nothing to do with what 
happened in Long Term Capital Management? 

Mr. MILLSTEIN. No, no. I think you heard—— 
Chair WARREN. I think we heard, they were in the room—— 
Mr. MILLSTEIN. We were both—— 
Chair WARREN [continuing]. And said nobody leaves the room 

until there’s a deal done here. 
Mr. MILLSTEIN. I know it’s tempting to believe this, that the gov-

ernment could have made this possible and extracted discounts. 
But just assume with me for the moment that among the creditors 
who had cross-default rights with someone not within the terri-
torial limits of the United States, who held a material claim and 
didn’t care about the government of the United States or its poli-
cies wanted just to perfect its rights to payment. 

Chair WARREN. And how exactly—you know this is—you weren’t 
there—I wasn’t there. This is a crazy conversation to have. But 
how exactly was that person going to enforce those rights? Either 
they had collateral, in which case they hang on to them or they’ve 
got to go to court. And I think you and I both have an idea of how 
long that takes. I just—— 

Mr. MILLSTEIN. I understand that. I understand that. But this is 
a huge balance sheet with numerous creditors on it. 

Chair WARREN. This is what bankruptcy lawyers do for a living. 
Mr. MILLSTEIN. I understand that. And I did this for a living. 

And I can tell you that I would have been very nervous—— 
Chair WARREN. Well who wouldn’t have been nervous? 
Mr. MILLSTEIN [continuing]. About creating—about threatening 

default or even defaulting on this without being prepared to put 
this company into bankruptcy. Because you would be putting hold-
ers of claims of $100 billion of debt and of $2 trillion of notional 
derivatives at the table on the first default. 
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Chair WARREN. So let me see, this may be an unartful pivot. But 
from that very point I want to go to another one that you made. 
And that’s the question, it’s ironic that AIG is in the insurance 
business because the American taxpayer ended up in the insurance 
business here. They ended up insuring, in effect, that AIG’s credi-
tors were going to get paid 100 cents on the dollar. 

And so I’m wondering, what was the value of that insurance? 
What’s the value of the guarantee that we won’t let your company 
fail? 

Mr. MILLSTEIN. Yeah. 
Chair WARREN. You described potentially here an $18 billion 

profit. Except it treats that insurance policy that came from the 
American taxpayers as worth nothing. 

Mr. MILLSTEIN. No, I think we’re coming at this from two dif-
ferent frames of reference. And I think again, just having spent 
time with the Federal Reserve and understanding what they 
thought they were doing at the time, in 2008. 

And I don’t think they thought they were underwriting creditor 
recoveries at AIG. They thought they were preventing a meltdown 
of the financial system. And a consequence of that was that every-
body at AIG had to get paid. 

Because just imagine that the government had tried to extract 
concessions from major counterparties, other systemically signifi-
cant firms who did business with AIG. What would the risk have 
been then? What would be the inference that other creditors of 
those institutions would draw—— 

Chair WARREN. I’m sorry Mr. Millstein, we’ve been around this 
before. But the question I started with is, what is the value of the 
guarantee that the American taxpayer put into this? You describe 
the profit here as $18 billion. 

Mr. MILLSTEIN. No, I think—— 
Chair WARREN. Potentially $18 billion. And I just want to put it 

against—you treat the guarantee from the American taxpayers as 
if it costs nothing. 

Mr. MILLSTEIN. No, I think the benefit to the American tax-
payers is that the financial crisis we all have lived through, which 
has been—had horrible effects on the economy wasn’t worse. 

And if it turns out that the cost of this operation with AIG is— 
that there is some cost to it in the billions of dollars, I hope it won’t 
be, that was money well spent in the sense of avoiding what could 
have been a much, much worse crisis. 

Chair WARREN. I just have one small question to finish with this. 
And that is, you can’t tell us why Mr. Gallant is wrong. And I un-
derstand the reason for that. Others agree with Mr. Gallant, others 
obviously don’t. The market is trading somewhere else. 

But I’d just like your advice for what you would offer to an over-
sight panel. Are we just supposed to take your word for it? That 
it’s all going to work out fine? How do we evaluate these very dif-
fering points of view if you can’t give us anything more specific? 

Mr. MILLSTEIN. The question I think you need to ask yourself 
today is, as a result of the government’s actions is the company 
today stable? The answer is yes. Is it improving? Yes. Is it exe-
cuting against the restructuring plan? Yes. Is it moving to a posi-
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tion where it can give up on its government support and stand 
alone? Yes. Are there risks? Certainly. 

A company of this size and scope can’t help but have risks to its 
outcomes and financial performance. But in terms of you know, 
where it was and where it’s going, it’s making progress. That’s all 
that can be told. 

Chair WARREN. So when people ask us whether or not the Amer-
ican taxpayer’s going to get repaid, the answer is, we don’t know 
and we don’t have anything to look at. 

Mr. MILLSTEIN. No I think I did answer it. I think you can say 
with confidence, as an oversight panel, that the Federal Reserve is 
going to be paid in full. You can say that the—— 

Chair WARREN. But—— 
Mr. MILLSTEIN. Wait. You can say that—it was a comma, not a 

period. You can say that an analyst, a well respected analyst, came 
in to your hearing and said that the—basically the E and F is 
going to be paid in full and that the government Series C is worth 
something. 

Chair WARREN. But there will be losses—— 
Mr. MILLSTEIN. No. 
Chair WARREN [continuing]. According to the—— 
Mr. MILLSTEIN. No, that’s not what this gentleman is telling you. 
Chair WARREN. You think he thinks we’re going to get paid in 

full. 
Mr. MILLSTEIN. If he’s—— 
Chair WARREN. And that the CBO—— 
Mr. MILLSTEIN. If the stock is—— 
Chair WARREN [continuing]. Estimate is simply wrong. 
Mr. MILLSTEIN. If he believes the stock has a positive value of 

$5.00, that means that what I’m trying to recover is going to get 
recovered. 

Chair WARREN. Because we’re going to be paid in full. Okay, 
thank you Mr. Millstein. 

Mr. Silvers. 
Mr. SILVERS. What—— 
Chair WARREN. No, Mark isn’t finished. Oh, I’m sorry, Mr. 

McWatters. 
Mr. MCWATTERS. So this means that AIG is solvent, in your 

opinion? In the opinion of the Department of the Treasury? 
Mr. MILLSTEIN. It’s a—you know solvent’s a legal term. It has a 

positive net worth and it’s paying its debts as they come due. 
Mr. MCWATTERS. Okay, fair enough. AIG to me appears like it 

is still too big to fail. What are you doing, as the majority share-
holder to lessen that risk? 

Mr. MILLSTEIN. I think if the restructuring plan that we have 
worked with the company on designing and implementing is a plan 
that is downsizing this company relatively rapidly. 

We’re selling off its international life insurance operations. FP 
has—is not a shadow of its former self, but it’s about a third of its 
former self. And those risks should be wound down substantially 
by the end of the year. 

The aircraft leasing business and consumer finance businesses 
are now financing themselves, not drawing on the government to 
finance them. And as you heard Mr. Benmosche say, the inter-com-
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pany loan that last year was necessary to finance ILFC, he hopes 
to be able to raise money to refinance it this year. 

So the core business of AIG, at the end of this restructuring plan, 
will be Chartis and SunAmerica Financial, the largest property 
casualty company in the world and a very strong annuity and life 
insurance provider in the United States. 

A much smaller, much simpler—and a company that he’s con-
fident he can manage with the help of his Board. And that is much 
smaller than the company that the Fed confronted on September 
of 2008. 

Mr. MCWATTERS. So let’s say a year from now, a year-and-a-half 
from now, after this had been implemented, if AIG was to fail 
again for whatever reason, then a filing under Chapter 11 followed 
by the insurance regulators doing whatever insurance regulators 
do. 

In other words, would working the resolution of AIG in its bank-
ruptcy—and its insurance subsidiaries through the normal protocol 
seem to work? In other words, there’s nothing out there that would 
start triggering the dominoes that take down the other too big to 
fail institutions? 

Mr. MILLSTEIN. Yeah, I mean if that plan that I just outlined has 
been implemented and the environment stays as relatively friendly 
as it is today, I think that you know, it’s not up to me to make a 
systemic risk determination but it seems to me this will be much 
less of a risk to the system than it was in September of 2008. 

Mr. MCWATTERS. What are the consequences on the competitors 
of AIG’s insurance business who have received perhaps a subsidy, 
or at least AIG subsidiaries who have received a subsidy from the 
U.S. taxpayers. If you’re competing against AIG in the insurance 
business, what’s the consequence? 

Mr. MILLSTEIN. It’s a pretty competitive business. And in some 
sense, I think AIG’s burdened by its government ownership in the 
competition it has with other insurance companies. I think you 
know, we’re not a natural holder, we’re a reluctant owner, but 
we’re still a majority owner. 

And you know when the government of the United States rolls 
over you know, you might not like being underneath it. So I think 
the answer is, that I think the sooner they can shed us the more 
competitive they will be. 

Mr. MCWATTERS. Okay, so there’s no indication to you that the 
rates or the underwriting standards of an AIG—— 

Mr. MILLSTEIN. You know there was some—— 
Mr. MCWATTERS [continuing]. Are considered different—— 
Mr. MILLSTEIN. There was some chat about—you heard some 

noise about that in the marketplace shortly after—you know in 
early 2009. You haven’t heard that since. 

Mr. MCWATTERS. Okay, I’m done. 
Chair WARREN. Mr. Silvers. 
Mr. SILVERS. Mr. Millstein, AIG is the only participant in the 

Treasury Department’s SSFI program, Systemically Significant 
Failing Institutions program. What are the—this may seem silly 
after this day’s worth of testimony, but it’s not. What are the char-
acteristics of AIG that made it an SSFI? 
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Mr. MILLSTEIN. You know, for a company you’re going to take a 
majority ownership in and invest $132 billion to create a program 
called failing institution, you know, it’s—it’s a little contrary to the 
objective of getting your money back. I don’t know who named it 
that. I myself don’t tend to use it a lot as the program description. 
It’s the—you know, it’s the AIG program. 

Mr. SILVERS. But the fact that it was the only participant in that 
program, the only institution—you know, my colleagues have made 
a big—Mr. McWatters was talking about how the Treasury left 20 
percent of the common stockholders intact. That was actually pret-
ty tough treatment in relation to what happened later with other 
people. 

And Treasury at the time articulated to this panel—and I know 
this is a different administration, but, you know, there’s some con-
tinuity—articulated to this panel that AIG was different. Do you 
disagree? Do you think AIG wasn’t different? 

Mr. MILLSTEIN. I really—I can’t—I don’t know what was in their 
minds in that regard. You mean in terms of taking their common 
stock? 

Mr. SILVERS. Well, no, just in general. What made—what made 
AIG—why does AIG have a unique program all to itself? 

Mr. MILLSTEIN. I don’t know. I mean, you know, we have—we— 
the Federal Reserve was the lender of last resort here first. 

Mr. SILVERS. And this comes back to my question this morning 
about sort of what’s the—you know, when did things kind of get 
set in stone? You seem to be sort of saying that you guys—the 
Treasury—inherited a circumstance created by the Fed. 

Mr. MILLSTEIN. Well, I think the sequence—actually in my writ-
ten testimony I lay this out. 

Mr. SILVERS. Yes. 
Mr. MILLSTEIN. And—and if, you know, in September—and 

again, this is sort of an advertisement for a regulatory reform reso-
lution regime because in September of 2008 the government really 
didn’t have the tools to resolve an institution of this size. The Fed-
eral Reserve could make a loan. But you really didn’t have the 
tools to put it to bed quietly. 

Mr. SILVERS. Now, let me—I mean—you know, I think it’s crit-
ical—the fact that there’s not a—the fact that you can’t give a clear 
answer to this—to the question of—and I understand why. It’s not 
a criticism of you necessarily. But the fact that there’s not a clear 
answer that can be articulated across administrations to why it 
was that AIG got unique treatment is a problem, I think. And I 
just leave that as an observation. 

I wanted to shift to something you said earlier in response to one 
of my colleagues’ questions. You said that you had to think about 
the impact on other systemically significant firms during the pe-
riod, you know, in September 2008. What firms are you talking 
about? 

Mr. MILLSTEIN. No, no, I was—I did say that, but I said it in the 
context of Chair Warren’s questioning with regard to, you know, we 
insured all of AIG’s creditors through this bailout. And again, what 
I was trying to convey there is that I don’t think that was a con-
sequence of what we did. I don’t think that was the intent of policy. 
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Policy intent was to draw a line and try to prevent a further col-
lapse of the system. And they drew the line at AIG. And the next 
point I was going to try to make was that if, as some have urged, 
the government rather in November or some time else along the 
way, should have tried to extract concessions from AIG’s creditors, 
having intervened in AIG, what would that have communicated to 
the broad market about—about the government’s role with regard 
to other firms that—you know, the other 20 large financial institu-
tions, which by then it had made investments in? Would it have 
promoted financial stability to think—for the markets to think that 
the government was going to turn around for all of the large finan-
cial institutions in which it then owned preferred stock and de-
mand creditor concessions? 

Would that have encouraged financial intermediation or discour-
aged financial intermediation? Would it promote stability or pro-
mote instability? I submit that if that were official government pol-
icy that we were going to use our ownership stakes in these large 
institutions to demand concessions from their creditors, I think you 
would have had risk running away from those companies—the con-
tagion associated with that government policy would have been 
enormous. 

Mr. SILVERS. No, I’m sorry. I think my—— 
Mr. MILLSTEIN. You would have discouraged people from doing 

business with our large financial institutions. 
Chair WARREN. But the point is about the debt that existed prior 

to the government putting its own money on the table. This is like 
post-petition financing. The haircut is for those who were dealing 
with the company so that you get some market discipline, so you 
keep some market discipline. 

And the government says we’re going to provide the backstop 
going forward. But we’re not paying off the old people who under-
stood the risks they were taking, at least not paying them off 100 
cents on the dollar. 

Mr. MILLSTEIN. But, Chair Warren, you know and I know the 
staff knows that these large financial institutions don’t have near 
long-term debt. Their debt is coming in and out everyday. So once 
you communicate to the financial markets that these large institu-
tions are going to be—have required haircuts, the people who are 
lending money on a short-term basis to them withdraw their credit. 

Chair WARREN. No. 
Mr. MILLSTEIN. They withdraw their credit. 
Chair WARREN. Not from AIG. What you’re now talking about 

are all the other participants in the financial market. 
Mr. MILLSTEIN. No, AIG—that’s—— 
Chair WARREN. Once the government says I am putting money 

on the table and the money will be available to backstop the credi-
tors, there’s been no indication the government has ever backed off 
from that. And indeed, we have heard repeatedly in every meeting 
we’ve had with the Fed that they could not back off. 

Mr. MILLSTEIN. No. 
Chair WARREN. That’s why the decisions made in September had 

to be followed through in November in the way that they did. 
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Mr. MILLSTEIN. But, if I may, what you have been urging or at 
least inquiring about is whether or not they should have done 
something different. 

Chair WARREN. Right. Yes. 
Mr. MILLSTEIN. And what I’m suggesting to you—— 
Chair WARREN. That—that is—— 
Mr. MILLSTEIN. Had they done that, their short-term creditors 

would have run on them before you could have asked them may I 
have a discount. 

Chair WARREN. I think we will simply have to agree to see the 
world differently on that. I apologize. 

Professor Troske. 
Dr. TROSKE. So as a professional economist, I don’t deal in indi-

vidual companies. I sort of look broader at the economy. 
But I think when I hear the comments that my colleagues on the 

Panel are making, what I think about is the moral hazard problem 
going forward. The fact that when we make credit—when the gov-
ernment consistently makes creditors whole—creditors play an im-
portant regulatory role in a market economy in that they regulate 
the performance of the people that they’re lending money to. If the 
creditors don’t believe that that’s important because the govern-
ment’s going to come in and bail them out, they no longer play that 
regulatory role. 

And obviously then we have to create a government structure to 
regulate, which is incredibly challenging. And it’s much cheaper for 
the taxpayers if creditors actually do the regulation for them. 

And I would argue much more efficient. Can you sort of—I mean, 
so you’ve talked about this instance. Can you maybe expand a little 
on the moral hazard that’s introduced by what we’ve done? Because 
I’m not sure I would agree with your statement that even if we get 
paid off and make a profit, we’re better off once you consider the 
dynamic implications. 

Mr. MILLSTEIN. I think if we fail to follow this episode in Amer-
ican economic history with strong regulatory reform, then we will 
have created—we will have compounded the problems that existed 
in early September of 2008 before AIG was bailed out. The system 
that allowed an AIG to run up $2 trillion of risk without really any 
capital behind it, that allowed it to lever itself up the way it had 
without any effective holding company regulator supervising it and 
demanding that it have both capital and liquidity to support the 
risks it was underwriting—that system, you could argue, created 
the moral hazard that certainly has been compounded by what oc-
curred. So we need to have a regulatory reform package to counter 
what has occurred and to make sure this doesn’t happen again. 

Dr. TROSKE. You know, I think I would disagree with you. I 
think that if the government had consistently allowed creditors to 
fail in Long Term Capital Management, in—you know, back over 
the last 30 years, then we would have regulators. They would be 
called creditors. 

And this problem wouldn’t exist in the first place because the 
creditors to AIG would have taken a much more active role in en-
suring the company didn’t get into the problems in the first place. 
And the solution you’re proposing is for the government to go out 
and hire creditors to do the job—— 
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Mr. MILLSTEIN. No, not at all. 
Dr. TROSKE. Excuse me—the government to go out and hire regu-

lators to do the job that creditors should have been doing is going 
to produce a much more inferior solution to the one we would have 
if we actually allowed the market to function in an efficient fash-
ion. 

Mr. MILLSTEIN. No, I actually agree with what you’ve said. 
Dr. TROSKE. Okay. 
Mr. MILLSTEIN. But when firms of this size fail, they have spill-

over effects that are enormous. And so, when I say strong regu-
latory reform, I mean a resolution regime that can contain the 
spillover effects of a failure of the size of this firm. 

Dr. TROSKE. And that offers me a good segue into my next ques-
tion, which is, again, a fairly general question that I want to ask. 
I have heard the term systemic used more often since I’ve been ap-
pointed to this panel than I had, you know, in the last—in my en-
tire previous life. Yet I have yet to see an operational definition 
that would allow me to know what a systemic firm looks like and 
what one doesn’t look like. 

And if you seem to be arguing that we need a regulatory regime 
that regulates systemic firms that offer a systemic risk—to do that, 
I think we need a definition. And I would love for someone to give 
me one. And you’re sitting here, so I’m asking you. Sorry about 
that. 

Mr. MILLSTEIN. And I would love to take the bait and join issue 
with you on that. But I think we don’t have the time. 

Dr. TROSKE. Okay. 
Mr. MILLSTEIN. I mean, I think it’s important. I agree with you. 

It’s important. And if the regulatory reform bill passes, I think 
you’ll see one emerge from the new systemic risk regulator that 
is—— 

Dr. TROSKE. So you think we’re going to come up with a defini-
tion? Because, I mean, I would be happy if we did in which, you 
know, the government basically said these are the firms that we’re 
going to backstop—and so, we know the moral hazard is here with 
these firms—and everybody else we’re not. And we’ve got this dy-
namic definition. I guess I’m less confident than you are that that’s 
going to arise in a—— 

Mr. MILLSTEIN. Well, I mean, I think the premise, though, is 
wrong, that—some people worry about that the systemic—the sys-
temic designation means that no, we’re not going to backstop you, 
you’re in the resolution regime where, you know, you’re going to be 
put to bed and you’re going to have, you know, living wills or what-
ever you want to call it, but severe regulatory oversight to prevent 
us from having to do what we did with AIG again. 

Dr. TROSKE. That’s all. 
Chair WARREN. Thank you very much, Mr. Millstein. I appreciate 

your being here today. 
Mr. MILLSTEIN. Thank you all. 
Chair WARREN. This hearing is concluded. We will hold the 

record open for questions and additional documentation from our 
various witnesses. Hearing adjourned. 

[The Congressional Oversight Panel, at 3:45 p.m., was adjourned] 
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