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AVAILABLE INFORMATION

American General Finance Corporation (AGFC) files annual, quarterly, and current reports and other
information with the Securities and Exchange Commission (the SEC). The SEC’s website, www.sec.gov,
contains these reports and other information that registrants (including AGFC) file electronically with the
SEC.

The following reports are available free of charge through our website, www.agfinance.com, as soon as
reasonably practicable after we file them with or furnish them to the SEC.:

Annual Reports on Form 10-K;
Quarterly Reports on Form 10-Q;
Current Reports on Form 8-K; and
amendments to those reports.

The information on our website is not incorporated by reference into this report. The website addresses
listed above are provided for the information of the reader and are not intended to be active links.



Part | - FINANCIAL INFORMATION

Item 1. Financial Statements

AMERICAN GENERAL FINANCE CORPORATION AND SUBSIDIARIES
Condensed Consolidated Statements of Operations

(Unaudited)

Three Months Ended

Six Months Ended

June 30, June 30,

(dollars in thousands) 2009 2008 2009 2008
Revenues

Finance charges $ 553,817 $657,395 $1,141,183  $1,305,105

Insurance 33,980 40,874 69,038 80,694

Investment 14,729 6,697 23,378 22,916

Loan brokerage fees 1,540 7,028 3,092 16,139

Net service fees from affiliates 2,418 25,923 3,302 44,875

Other (115,077) (13,876) (163,403) (63,268)
Total revenues 491,407 724,041 1,076,590 1,406,461
Expenses

Interest expense 249,057 290,860 517,464 597,095

Operating expenses:

Salaries and benefits 113,733 127,881 224,957 258,078
Other operating expenses 87,364 114,459 162,318 216,593

Provision for finance receivable losses 256,472 236,432 607,419 411,199

Insurance losses and loss adjustment expenses 16,480 16,115 33,269 32,573
Total expenses 723,106 785,747 1,545,427 1,515,538
Loss before benefit from income taxes (231,699) (61,706) (468,837) (109,077)
Benefit from Income Taxes (4,483) (29,937) (1,038) (46,518)
Net Loss $(227,216)  $(31,769) $(467,799) $ (62,559)

See Notes to Condensed Consolidated Financial Statements.



AMERICAN GENERAL FINANCE CORPORATION AND SUBSIDIARIES

Condensed Consolidated Balance Sheets

(Unaudited)

June 30, December 31,

(dollars in thousands) 2009 2008
Assets
Net finance receivables:

Real estate loans $15,525,477 $17,727,445

Non-real estate loans 3,509,019 3,969,347

Retail sales finance 1,678,344 2,147,024
Net finance receivables 20,712,840 23,843,816
Allowance for finance receivable losses (1,315,718) (1,126,233)
Net finance receivables, less allowance for finance

receivable losses 19,397,122 22,717,583
Finance receivables held for sale 753,946 960,432
Investment securities 682,172 694,518
Cash and cash equivalents 1,399,618 844,865
Notes receivable from parent and affiliate 1,113,337 331,473
Other assets 590,244 529,621
Total assets $23,936,439 $26,078,492
Liabilities and Shareholder’s Equity
Long-term debt $18,876,060 $20,482,271
Short-term debt:

Note payable to affiliate - 422,001

Other short-term debt 2,064,700 2,293,672
Insurance claims and policyholder liabilities 370,173 393,583
Other liabilities 312,720 385,090
Accrued taxes 7,153 7,395
Total liabilities 21,630,806 23,984,012
Shareholder’s equity:

Common stock 5,080 5,080

Additional paid-in capital 2,118,657 1,517,392

Accumulated other comprehensive loss (71,078) (129,145)

Retained earnings 252,974 701,153
Total shareholder’s equity 2,305,633 2,094,480
Total liabilities and shareholder’s equity $23,936,439 $26,078,492

See Notes to Condensed Consolidated Financial Statements.



AMERICAN GENERAL FINANCE CORPORATION AND SUBSIDIARIES
Condensed Consolidated Statements of Cash Flows
(Unaudited)

Six Months Ended June 30,

(dollars in thousands) 2009 2008
Cash Flows from Operating Activities
Net loss $ (467,799) $ (62,559)
Reconciling adjustments:
Provision for finance receivable losses 607,419 411,199
Depreciation and amortization 58,127 90,349
Deferral of finance receivable origination costs (17,098) (32,458)
Deferred income tax benefit (1,549) (59,513)
Origination of finance receivables held for sale (3,518) (138,074)
Sales and principal collections of finance receivables
originated as held for sale 5,903 336,937
Net gain on mark to market provision and sales of
finance receivables originated as held for sale - (6,960)
Mark to market provision on finance receivables held for
sale originated as held for investment 78,627 -
Net loss on sales of finance receivables held for sale
originated as held for investment 14,853 -
Change in other assets and other liabilities 11,930 (36,754)
Change in insurance claims and policyholder liabilities (23,410) (2,881)
Change in taxes receivable and payable (14,076) 8,383
Net realized losses on investment securities and securities lending 4,439 25,971
Change in accrued interest and finance charges 33,695 2,081
Other, net 8,432 607
Net cash provided by operating activities 295,975 536,328
Cash Flows from Investing Activities
Finance receivables originated or purchased (1,337,289) (4,697,391)
Principal collections on finance receivables 2,718,911 3,484,234
Net cash paid in acquisition of Ocean Finance and
Mortgages Limited (29,535) (34,912)
Sales and principal collections of finance receivables held for sale
originated as held for investment 1,402,501 -
Investment securities purchased (31,913) (67,837)
Investment securities called and sold 64,447 48,990
Investment securities matured 4,610 11,025
Change in notes receivable from parent and affiliate (781,864) (1,371)
Change in premiums on finance receivables purchased and
deferred charges 1,044 (62,737)
Change in real estate owned (17,519) (11,298)
Other, net (12,729) (12,653)
Net cash provided by (used for) investing activities 1,980,664 (1,343,950)
Cash Flows from Financing Activities
Proceeds from issuance of long-term debt - 376,781
Repayment of long-term debt (1,694,112) (1,695,471)
Change in short-term debt (628,437) 110,778
Capital contribution from parent 601,142 158,000
Net cash used for financing activities (1,721,407) (1,049,912)
Effect of exchange rate changes (479) (324)
Increase (decrease) in cash and cash equivalents 554,753 (1,857,858)
Cash and cash equivalents at beginning of period 844,865 2,073,573
Cash and cash equivalents at end of period $ 1,399,618 $ 215715

See Notes to Condensed Consolidated Financial Statements.



AMERICAN GENERAL FINANCE CORPORATION AND SUBSIDIARIES

Condensed Consolidated Statements of Comprehensive Income
(Unaudited)

Three Months Ended

Six Months Ended

June 30, June 30,
(dollars in thousands) 2009 2008 2009 2008
Net loss $(227,216) $(31,769)  $(467,799) $(62,559)
Other comprehensive (loss) gain:
Cumulative effect of change in accounting principle (29,792) - (29,792) -
Net unrealized gains (losses) on:
Investment securities on which other-than-
temporary impairments were taken 1,034 - 1,034 -
All other investment securities and securities
lending 22,072 (34,472) 22,970 (66,451)
Swap agreements (58,053) 58,444 35,333 (13,974)
Foreign currency translation adjustments 16,038 239 14,506 (645)
Income tax effect:
Cumulative effect of change in accounting
principle 10,427 - 10,427 -
Net unrealized (gains) losses on:
Investment securities on which other-than-
temporary impairments were taken (362) - (362) -
All other investment securities and securities
lending (7,732) 12,065 (8,039) 23,258
Swap agreements 20,318 (20,455) (12,367) 4,891
Valuation allowance on deferred tax assets for:
Investment securities 9,821 - 9,105 -
Swap agreements (20,318) - 12,367 -
Other comprehensive (loss) gain, net of tax, before
reclassification adjustments (36,547) 15,821 55,182 (52,921)
Reclassification adjustments included in net loss:
Realized (gains) losses on:
Investment securities and securities lending (1,207) 17,031 4,439 25,971
Swap agreements - 597 - 1,195
Income tax effect:
Realized gains (losses) on:
Investment securities and securities lending 429 (5,961) (1,554) (9,090)
Swap agreements - (209) - (418)
Reclassification adjustments included in net loss,
net of tax (778) 11,458 2,885 17,658
Other comprehensive (loss) gain, net of tax (37,325) 27,279 58,067 (35,263)
Comprehensive loss $(264,541)  $ (4,490) $(409,732)  $(97,822)

See Notes to Condensed Consolidated Financial Statements.



AMERICAN GENERAL FINANCE CORPORATION AND SUBSIDIARIES
Notes to Condensed Consolidated Financial Statements
June 30, 2009

Note 1. Basis of Presentation

American General Finance Corporation will be referred to as “AGFC” or collectively with its
subsidiaries, whether directly or indirectly owned, as the “Company”, “we”, or “our”. AGFC is a wholly
owned subsidiary of American General Finance, Inc. (AGFI). AGFI is a direct wholly owned subsidiary
of AIG Capital Corporation, a direct wholly owned subsidiary of American International Group, Inc.

(AIG).

We prepared our condensed consolidated financial statements using accounting principles generally
accepted in the United States (GAAP). These statements are unaudited. The statements include the
accounts of AGFC and its subsidiaries, all of which are wholly owned. We eliminated all material
intercompany accounts and transactions. We made estimates and assumptions that affect amounts
reported in our financial statements and disclosures of contingent assets and liabilities. Ultimate results
could differ from our estimates. We evaluated the effects of and the need to disclose events that occurred
subsequent to the balance sheet date through August 12, 2009, the date that we filed our financial
statements with the SEC. You should read these statements in conjunction with the consolidated financial
statements and related notes included in our Annual Report on Form 10-K for the fiscal year ended
December 31, 2008. To conform to the 2009 presentation, we reclassified certain items in the prior
period.

Going Concern Consideration

In the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2008, we
disclosed the conditions and events that led management to conclude that we would have adequate
liquidity to finance and operate our business and repay our obligations for at least the next twelve months.

Liquidity of the Company and AIG

Since the events of September 2008 and through the filing of this report, our traditional borrowing
sources, including our ability to issue debt in the capital markets, have remained unavailable, and
management does not expect them to become available to us in the near future. Our liquidity concerns,
dependency on AIG, results of our operations and the uncertainty regarding the availability of support
from AIG have impacted our credit ratings.

In light of AIG’s current financial situation, AIG has been dependent on the facility (the FRBNY Facility)
provided by the Federal Reserve Bank of New York (FRBNY) under the Credit Agreement, dated as of
September 22, 2008 (as amended, the FRBNY Credit Agreement), between AIG and the FRBNY, and
other transactions with the FRBNY and the United States Department of the Treasury (the Department of
the Treasury) as its primary sources of liquidity.

On March 2, 2009, the U.S. government issued a statement describing their commitment to continue to
work with AIG to maintain its ability to meet its obligations as they become due.



In connection with the preparation of AIG’s Quarterly Report on Form 10-Q for the quarterly period
ended June 30, 2009, AIG management assessed AlG’s ability to continue as a going concern. Based on
the U.S. government’s continuing commitment to AlG, AIG’s recently completed transactions and the
other expected transactions with the FRBNY, and AIG management’s plans to stabilize its businesses and
dispose of certain of its non-core assets, and after consideration of the risks and uncertainties of such
commitment and plans, AIG management believes that AIG will have adequate liquidity to finance and
operate its businesses, execute its asset disposition plan, and repay its obligations for at least the next
twelve months.

It is possible that the actual outcome of one or more of AIG management’s plans could be materially
different, or that one or more of AIG management’s significant judgments or estimates about the potential
effects of the above-mentioned risks and uncertainties could prove to be materially incorrect or that AlG’s
proposed transactions with the FRBNY will not be consummated or fail to achieve their desired
objectives. If one or more of these possible outcomes is realized, AIG may need additional U.S.
government support to meet its obligations as they become due. If AIG is not able to meet its obligations
as they become due, it will have a negative impact on our business and results of operations and on our
ability to borrow funds from AIG, to make our debt payments, and to issue new debt.

Progress on Management’s Plan for Stabilization of the Company
and Repayment of Our Obligations as They Become Due

In addition to finance receivable collections, management is exploring additional initiatives to meet our
financial and operating obligations. These initiatives include additional on-balance sheet securitizations,
portfolio sales, and expense reductions. In addition, we may be able to improve our liquidity position by
further reducing our originations of finance receivables. During the first six months of 2009, we closed
145 branch offices, reduced retail sales financing operations, reduced our number of employees by 900
through reductions in force and attrition, and sold $1.4 billion of finance receivables held for sale. In July
2009, we securitized $1.9 billion of real estate loans and received $967.3 million in initial cash proceeds
after the sales discount but before expenses. If our sources of liquidity are not sufficient to meet our
contractual obligations as they become due over the next twelve months, we will seek additional funding
from AIG, which funding would be subject to AIG receiving the consent of the FRBNY. AIG intends to
provide such support through August 15, 2010. However, we may implement further measures to
preserve our liquidity and capital, including additional on-balance sheet securitizations, portfolio sales,
expense reductions, branch closures, and reductions in production. The exact nature and magnitude of any
additional measures will be driven by prevailing market conditions, our available resources and needs,
and the results of our operations.



Management’s Assessment and Conclusion

In assessing our current financial position and developing operating plans for the future, management has
made significant judgments and estimates with respect to the potential financial and liquidity effects of
our risks and uncertainties, including but not limited to:

o the ability and intent of AIG to provide funding to the Company;

e our ability to comply with our debt covenants;

o the amount of cash expected to be received from our finance receivable portfolio through

collections (including prepayments) and receipt of finance charges, which could be materially

different than our estimates;

our ability to complete additional on-balance sheet securitizations and portfolio sales;

renewed access to debt or general credit markets;

adverse credit ratings actions on our debt;

the potential adverse effect on the Company relating to intercompany transactions with AlG,

including derivatives and intercompany borrowings, if AIG’s liquidity position deteriorates or if

AIG is not able to continue as a going concern;

e constraints on our business resulting from the FRBNY Credit Agreement and other AIG
agreements, including limitations on our ability to pursue (and retain proceeds from) certain
funding sources, such as additional on-balance sheet securitizations and portfolio sales, without
AIG receiving prior consent from the FRBNY;

o the potential for continued declines in bond and equity markets;

o the potential effect on the Company if the capital levels of our regulated and unregulated
subsidiaries prove inadequate to support current business plans;

o the potential loss of key personnel; and

o the potential for additional unforeseen cash demands or accelerations of obligations.

After consideration of the above factors, primarily AlG’s intention to continue to support us, as expressed
in AIG’s Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2009, based on our
estimates and taking into account the risks and uncertainties of such plans, we believe that we will have
adequate liquidity to finance and operate our businesses and repay our obligations for at least the next
twelve months.

It is possible that the actual outcome of one or more of our plans could be materially different than
expected or that one or more of our significant judgments or estimates about the potential effects of the
risks and uncertainties could prove to be materially incorrect.

Our condensed consolidated financial statements have been prepared on a going concern basis, which
contemplates the realization of assets and the satisfaction of liabilities in the normal course of business.
These condensed consolidated financial statements do not include any adjustments relating to the
recoverability and classification of recorded assets, nor relating to the amounts and classification of
liabilities that may be necessary should we be unable to continue as a going concern.

Note 2. Additional Significant Accounting Policies
Investment Securities
Valuation
We currently classify all investment securities as available-for-sale and record substantially all of them at
fair value. We adjust related balance sheet accounts to reflect the current fair value of investment

securities and record the adjustment, net of tax, in accumulated other comprehensive income (loss) in
shareholder’s equity. We record accrued investment securities revenue receivable in other assets.



We evaluate our investment securities for other-than-temporary impairment. The determination that an
investment security has incurred an other-than-temporary impairment in value and the amount of any loss
recognized requires the judgment of management and a continual review of our investment securities. We
consider an investment security to be a candidate for other-than-temporary impairment if it meets any of
the following criteria:

e trading at a significant (25 percent or more) discount to par, amortized cost (if lower) or cost for
an extended period of time (nine consecutive months or longer);

o the occurrence of a discrete credit event resulting in the issuer defaulting on a material
outstanding obligation, the issuer seeking protection from creditors under the bankruptcy laws or
any similar laws intended for court supervised reorganization of insolvent enterprises, or the
issuer proposing a voluntary reorganization pursuant to which creditors are asked to exchange
their claims for cash or securities having a fair value substantially lower than the par value of
their claims; or

e we have determined that we may not realize a full recovery on our investment regardless of the
occurrence of one of the foregoing events.

Impairment Policy - Effective April 1, 2009 and Thereafter. If we intend to sell a fixed-maturity
security or it is more likely than not that we will be required to sell a fixed-maturity security before
recovery of its amortized cost basis and the fair value of the security is below amortized cost, an other-
than-temporary impairment has occurred and the amortized cost is written down to current fair value, with
a corresponding charge to earnings. For all other fixed-maturity securities for which a credit impairment
has occurred, the amortized cost is written down to the estimated recovery value with a corresponding
charge to earnings. Additional fair value decline below recovery value, if any, is charged to accumulated
other comprehensive income (loss), because this is considered a non-credit impairment. When assessing
our intent to sell a fixed-maturity security, or if it is more likely than not that we will be required to sell a
fixed-maturity security before recovery of its amortized cost basis, management evaluates relevant facts
and circumstances including, but not limited to, decisions to reposition our investment portfolio, sale of
securities to meet cash flow needs and sales of securities to capitalize on favorable pricing. We consider
severe price declines and the duration of such price declines in our assessment of potential credit
impairments. We also modify our modeled outputs for certain securities when we determine that price
declines are indicative of factors not comprehended by the cash flow models. In periods subsequent to the
recognition of an other-than-temporary impairment charge for available for sale fixed-maturity securities
that is not foreign exchange related, we generally prospectively accrete into income the difference
between the new amortized cost and the expected undiscounted recovery value over the remaining
expected holding period of the security.

In assessing whether a credit impairment has occurred for a structured fixed-maturity security, we
perform evaluations of expected future cash flows, as required by FASB Staff Position (FSP) No. FAS
115-2 and FAS 124-2, “Recognition and Presentation of Other-Than-Temporary Impairments” (FSP FAS
115-2). Certain critical assumptions are made with respect to the performance of the securities. When
estimating future cash flows for a structured fixed-maturity security (e.g. residential mortgage-backed
securities (RMBS), commercial mortgage-backed securities (CMBS), collateralized debt obligations
(CDO0), and asset-backed securities (ABS)), management considers historical performance of underlying
assets and available market information as well as bond-specific structural considerations, such as credit
enhancement and priority of payment structure of the security. In addition, the process of estimating
future cash flows includes, but is not limited to, the following critical inputs, which vary by asset class:

current delinquency rates;

expected default rates and timing of such defaults;
loss severity and timing of any such recovery;
expected prepayment speeds; and

ratings of securities underlying structured products.
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For corporate fixed-maturity securities determined to be credit impaired, management considers the fair
value as the recovery value when available information does not indicate that another value is more
relevant or reliable. When management identifies information that supports a recovery value other than
the fair value, the determination of a recovery value considers scenarios specific to the issue and the
security, and may be based upon estimates of outcomes of corporate restructurings, the value of any
secondary sources of repayment and the disposition of assets.

Impairment Policy — Prior to April 1, 2009. At each balance sheet date, we evaluated our investment
securities holdings that had unrealized losses. When we did not intend to hold such securities until they
had recovered their cost basis, based on the circumstances at the date of the evaluation, we recorded the
unrealized loss in income. If a loss was recognized from a sale subsequent to a balance sheet date as a
result of changes in circumstances, the loss was recognized in the period in which the intent to hold the
investment securities to recovery no longer existed. Impairment criteria also considered circumstances of
a rapid and severe market valuation decline, such as that experienced in current credit markets, in which
we could not reasonably assert that the recovery period would be temporary (severity losses). In periods
subsequent to the recognition of an other-than-temporary impairment charge for fixed-maturity
investment securities which was not credit or foreign exchange related, we generally accreted the discount
or amortized the reduced premium resulting from the reduction in cost basis over the remaining life of the
investment security.

Revenue Recognition

We recognize interest on interest bearing fixed-maturity investment securities as revenue on the accrual
basis. We amortize any premiums or accrete any discounts as a revenue adjustment using the interest
method. We stop accruing interest revenue when the collection of interest becomes uncertain. We record
dividends as revenue on ex-dividend dates. We recognize income on mortgage-backed securities as
revenue using a constant effective yield based on estimated prepayments of the underlying mortgages. If
actual prepayments differ from estimated prepayments, we calculate a new effective yield and adjust the
net investment in the security accordingly. We record the adjustment, along with all investment securities
revenue, in investment revenues. We recognize the pretax operating income from our interests in limited
partnerships as revenue quarterly. We account for these interests using either the cost or equity method.

Realized Gains and Losses on Investment Securities

We specifically identify realized gains and losses on investment securities and include them in investment
revenues.

Derivative Financial Instruments

All of our derivatives are governed by International Swap and Derivatives Association, Inc. (ISDA)
standard Master Agreements. The parties to an ISDA Master Agreement agree to net the amounts payable
and receivable under all contracts governed by the ISDA Master Agreement in the event of a contract
default by either one of the parties. The ISDA Master Agreement further defines *“close-out” netting, or
netting upon default, which is the netting of transactions stipulated in the ISDA Master Agreement in case
either party is unable to fulfill its obligations going forward. The net exposure by counterparty is
determined as the sum of the mid-market values, prior to consideration of non-performance risk, of the
derivative transactions governed by a Master Agreement. If the net exposure is from the counterparty to
us, we record the derivative asset in other assets on our consolidated balance sheet. If the net exposure is
from us to the counterparty, we record the derivative liability in other liabilities on our consolidated
balance sheet. We record net unrealized gains and losses on derivative transactions as adjustments to cash
flows from operating activities on our consolidated statement of cash flows.
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We recognize all derivatives on our consolidated balance sheet at their fair value. We estimate the fair
value of our derivatives using industry standard valuation models. These models project future cash flows
and discount the future amounts to a present value using market-based expectations for interest rates,
foreign exchange rates, and the contractual terms of the derivative transactions.

In compliance with the requirements of Statement of Financial Accounting Standards (SFAS) No. 157,
“Fair Value Measurements” (SFAS 157), our valuation methodology for derivatives incorporates the
effect of our non-performance risk and the non-performance risk of our counterparties. Fair value
measurements for derivative liabilities incorporate our own non-performance risk by determining the
explicit cost for each counterparty to protect against its net exposure to us at the balance sheet date by
reference to observable AIG credit default swap (CDS) spreads. Fair value measurements for derivative
assets incorporate counterparty non-performance risk by determining the explicit cost for us to protect
against our net exposure to each counterparty at the balance sheet date by reference to observable
counterparty credit default swap spreads.

The cost of credit protection is determined under a discounted present value approach considering the
market levels for CDS spreads, the mid market value of the net exposure (reflecting the amount of
protection required) and the weighted average life of the net exposure. CDS spreads are provided to us by
an independent third-party provider of aggregated broker quotes for CDS spreads. We utilize a London
Interbank Offered Rate (LIBOR) based interest rate curve to derive our discount rates.

A CDS is a derivative contract which allows the transfer of third party credit risk from one party to the
other. The buyer of the CDS pays an upfront and/or annual premium to the seller. The seller’s payment
obligation is triggered by the occurrence of a credit event under a specified reference security and is
determined by the loss on that specified reference security.

The present value of the amount of the annual and/or upfront premium, CDS spread, therefore represents
a market based expectation of the likelihood that the specified reference party will fail to perform on the
reference obligation, a key market observable indicator of non-performance risk.

While this approach does not explicitly consider all potential future behavior of the derivative transactions
or potential future changes in valuation inputs, we believe this approach provides a reasonable estimate of
the fair value of the derivative assets and liabilities, including consideration of the impact of non-
performance risk.

We designate each derivative as:

e a hedge of the variability of cash flows that we will receive or pay in connection with a
recognized asset or liability (a “cash flow” hedge);

e ahedge of the fair value of a recognized asset or liability (a “fair value” hedge); or

o aderivative that does not qualify as either a cash flow or fair value hedge.

We record the effective portion of the changes in the fair value of a derivative that is highly effective and
is qualified and designated as a cash flow hedge, in accumulated other comprehensive income (loss), net
of tax, until earnings are affected by the variability of cash flows of the hedged transaction. We record the
effective portion of the changes in the fair value of a derivative that is highly effective and is qualified
and designated as a fair value hedge, along with changes in the fair value of the hedged asset or liability
that are attributable to the hedged risk, in current period earnings in other revenues. We record changes in
the fair value of a derivative that does not qualify as either a cash flow or fair value hedge and changes in
the fair value of hedging instruments measured as ineffectiveness in current period earnings in other
revenues.
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We formally document all relationships between derivative hedging instruments and hedged items, as
well as our risk-management objectives and strategies for undertaking various hedge transactions and our
method to assess ineffectiveness. We link all derivatives that we designate as cash flow or fair value
hedges to specific assets and liabilities on the balance sheet. For certain types of hedge relationships
meeting specific criteria, SFAS No. 133, “Accounting for Derivative Instruments and Hedging Activities”
(SFAS 133), allows a “shortcut” method, which provides for an assumption of zero ineffectiveness.
Under this method, the periodic assessment of effectiveness is not required. The Company’s use of this
method was limited to interest rate swaps that hedged certain borrowings, the last of which matured in
mid-June 2008. For other AGFC cash flow and fair value hedges, we perform and document an initial
prospective assessment of hedge effectiveness using regression analysis to demonstrate that the hedge is
expected to be highly effective in future periods. Subsequently, on at least a quarterly basis or sooner if
necessary, we perform a prospective hedge effectiveness assessment to demonstrate the continued
expectation that the hedge will be highly effective in future periods and a retrospective hedge
effectiveness assessment to demonstrate that the hedge was effective in the most recent period. For fair
value hedges, ineffectiveness is the difference between the change in fair value included in the assessment
of hedge effectiveness related to the gain or loss on the derivative and the change in the hedged item
related to the risks being hedged. For cash flow hedges, ineffectiveness is the amount by which the
cumulative change in the fair value of the hedging instrument exceeds the cumulative change in the fair
value of the hypothetical derivative.

We discontinue hedge accounting prospectively when:

o the derivative is no longer effective in offsetting changes in the cash flows or fair value of a
hedged item;

o we sell, terminate, or exercise the derivative and/or the hedged item or they expire; or

e we change our objectives or strategies and designating the derivative as a hedging instrument is
no longer appropriate.

For discontinued asset and liability fair value hedges, we begin amortizing the cumulative basis
adjustment on the hedged item into earnings over the remaining life of the hedged item using the level
yield method. For cash flow hedges that are discontinued for reasons other than the forecasted transaction
is not probable of occurring, we begin reclassifying the accumulated other comprehensive income (loss)
adjustment to earnings when earnings are affected by the hedged item.

Note 3. Recent Accounting Pronouncements

In December 2007, the Financial Accounting Standards Board (FASB) issued SFAS No. 141 (revised
2007), “Business Combinations” (SFAS 141(R)). SFAS 141(R) changes the accounting for business
combinations in a number of ways, including broadening the transactions or events that are considered
business combinations; requiring an acquirer to recognize 100 percent of the fair value of certain assets
acquired, liabilities assumed, and noncontrolling (i.e., minority) interests; and recognizing contingent
consideration arrangements at their acquisition-date fair values with subsequent changes in fair value
generally reflected in income, among other changes. We adopted SFAS 141(R) for business combinations
for which the acquisition date is on or after January 1, 2009. Our adoption of SFAS 141(R) did not have a
material effect on our consolidated financial condition, results of operations, or cash flows at or for the six
months ended June 30, 2009, but will affect the future accounting for business combinations, if any, as
well as goodwill impairment assessments.

In March 2008, the FASB issued SFAS No. 161, “Disclosures about Derivative Instruments and Hedging
Activities — an amendment of FASB Statement No. 133” (SFAS 161). SFAS 161 requires enhanced
disclosures about (a) how and why we use derivative instruments, (b) how derivative instruments and
related hedged items are accounted for under SFAS 133 and its related interpretations, and (c) how
derivative instruments and related hedged items affect our consolidated financial condition, results of
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operations, and cash flows. We adopted SFAS 161 on January 1, 2009. See Notes 2 and 8 for these
disclosures.

In April 2009, the FASB issued FASB Staff Position (FSP) No. FAS 107-1 and APB 28-1, “Interim
Disclosures about Fair Value of Financial Instruments” (FSP FAS 107-1). FSP FAS 107-1 amends FASB
Statement No. 107, “Disclosures about Fair Value of Financial Instruments,” to require disclosures about
fair value of financial instruments for interim reporting periods of publicly traded companies as well as in
annual financial statements. The FSP also amends APB Opinion No. 28, “Interim Financial Reporting,”
to require those disclosures in summarized financial information for interim reporting periods. We
adopted FSP FAS 107-1 on April 1, 2009. See Note 13 for these disclosures.

In April 2009, the FASB issued FSP FAS 115-2. FSP FAS 115-2 requires a company to recognize the
credit component of an other-than-temporary impairment of a debt security in income and the non-credit
component in accumulated other comprehensive income when the company does not intend to sell the
security or it is more likely than not that the company will not be required to sell the security prior to
recovery. FSP FAS 115-2 also changes the threshold for determining when an other-than-temporary
impairment has occurred on a debt security with respect to intent and ability to hold until recovery and
requires additional disclosures. FSP FAS 115-2 does not change the recognition of other-than-temporary
impairment for equity securities. See Note 6 for these expanded disclosures related to FSP FAS 115-2.
We adopted FSP FAS 115-2 on April 1, 2009 and recorded an after-tax cumulative effect adjustment to
increase retained earnings by $19.6 million with an offsetting increase to accumulated other
comprehensive loss as of April 1, 2009. The cumulative effect adjustment resulted in an increase of
approximately $30.2 million in the amortized cost of bonds, which has the effect of significantly reducing
the accretion of investment income over the remaining life of the underlying bonds, beginning in the
second quarter of 20009.

In April 2009, the FASB issued FSP No. FAS 157-4, “Determining Fair Value When the Volume and
Level of Activity for the Asset or Liability Have Significantly Decreased and Identifying Transactions
That Are Not Orderly” (FSP FAS 157-4). FSP FAS 157-4 provides guidance for estimating fair value in
accordance with SFAS 157, when the volume and level of activity for an asset or liability have
significantly decreased and for identifying circumstances that indicate a transaction is not orderly. FSP
FAS 157-4 also requires extensive disclosures. We adopted FSP FAS 157-4 on April 1, 2009. The
adoption of SFAS 157-4 did not have a material effect on our consolidated financial condition, results of
operations, or cash flows. See Note 13 for the disclosures related to FSP FAS 157-4.

In May 2009, the FASB issued SFAS No. 165, “Subsequent Events” (SFAS 165). SFAS 165 requires
disclosure of the date through which a company evaluated the need to disclose events that occurred
subsequent to the balance sheet date and whether that date represents the date the financial statements
were issued or were available to be issued. We adopted SFAS 165 for the period ended June 30, 2009.
The adoption of SFAS 165 did not affect our consolidated financial condition, results of operations, or
cash flows.

In June 2009, the FASB issued SFAS No. 166, “Accounting for Transfers of Financial Assets — an
amendment of FASB Statement No. 140” (SFAS 166). SFAS 166 removes the concept of a qualifying
special-purpose entity from Statement 140 and removes the exception from applying FASB Interpretation
No. 46 (revised December 2003) “Consolidation of Variable Interest Entities” to qualifying special-
purpose entities. SFAS 166 is effective as of the beginning of the first annual reporting period that begins
after November 15, 2009 and for interim and annual reporting periods thereafter. Earlier application is
prohibited. We are assessing the effect of SFAS 166 on our consolidated financial condition, results of
operations, and cash flows.

In June 2009, the FASB issued SFAS No. 167, “Amendments to FASB Interpretation No. 46(R)” (SFAS
167). SFAS 167 improves financial reporting by enterprises involved with variable interest entities. FAS
167 is effective as of the beginning of the first annual reporting period that begins after November 15,
2009 and for interim and annual reporting periods thereafter. Earlier application is prohibited. We are
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assessing the effect of SFAS 167 on our consolidated financial condition, results of operations, and cash

flows.

Note 4. Finance Receivables

Components of net finance receivables by type were as follows:

June 30, 2009

Real

Non-Real

Retail

(dollars in thousands) Estate Loans  Estate Loans  Sales Finance Total
Gross receivables $15,533,253 $3,792,132 $1,854,848 $21,180,233
Unearned finance charges

and points and fees (183,509) (361,721) (202,927) (748,157)
Accrued finance charges 100,892 43,204 23,482 167,578
Deferred origination costs 19,264 32,437 - 51,701
Premiums, net of discounts 55,577 2,967 2,941 61,485
Total $15,525,477 $3,509,019 $1,678,344 $20,712,840
December 31, 2008 Real Non-Real Retail
(dollars in thousands) Estate Loans  Estate Loans Sales Finance Total
Gross receivables $17,723,654 $4,301,707 $2,353,395 $24,378,756
Unearned finance charges

and points and fees (201,908) (431,989) (244,195) (878,092)
Accrued finance charges 119,351 53,690 34,155 207,196
Deferred origination costs 22,030 40,961 - 62,991
Premiums, net of discounts 64,318 4,978 3,669 72,965
Total $17,727,445 $3,969,347 $2,147,024 $23,843,816

Unused credit limits extended to customers by the Company or by AIG Federal Savings Bank (AIG
Bank), a non-subsidiary affiliate (whose private label finance receivables are fully participated to the
Company), totaled $2.1 billion at June 30, 2009 and $6.5 billion at December 31, 2008. Approximately
89% of these unused credit limits are for possible retail sales financing, and our experience has shown
that the funded amounts have been substantially less than the credit limits. All unused credit limits, in part
or in total, can be cancelled at the discretion of the Company or AIG Bank. During the six months ended
June 30, 2009, our retail merchants declined from 21,500 to 5,200. As a result of this reduction in our
retail merchants, our unused credit limits decreased significantly in second quarter 2009.

Due to the significant disruption in the U.S. residential mortgage and credit markets, AIG’s liquidity
issues, and our reduced liquidity, we are pursuing sales of certain finance receivables as an alternative
funding source. During the three and six months ended June 30, 2009, we transferred $761.8 million and
$1.306 billion, respectively, of real estate loans from finance receivables to finance receivables held for
sale due to management’s intent to no longer hold these finance receivables for the foreseeable future. As
of June 30, 2009, it is more likely than not that we will hold the remainder of the finance receivable
portfolio for the foreseeable future, as management’s intent is to focus on alternative funding sources,
including on-balance sheet securitizations.

In first quarter 2008, we acquired finance receivables in a transfer for which there was, at acquisition,
evidence of deterioration of credit quality since origination and for which it was probable, at acquisition,
that all contractually required payments would not be collected. We considered such credit quality
deterioration in our determination of the acquisition price for these finance receivables.
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We include the carrying amount of these finance receivables in net finance receivables, less allowance for
finance receivable losses. The contractual amount of these finance receivables by type and the related
carrying amount were as follows:

June 30, December 31,

(dollars in thousands) 2009 2008
Contractual amount:
Real estate loans $ 7,859 $10,996
Non-real estate 1,936 2,879
Retail sales finance 513 682
Total $10,308 $14,557
Carrying amount, net of allowance $ 9,762 $13,530

We did not create a valuation allowance in the initial accounting for these acquired finance receivables.
During second quarter 2008, we established an allowance for finance receivable losses for these finance
receivables through the provision for finance receivable losses of $5.3 million due to decreases in
expected cash flows for certain pools. We increased this allowance by $1.3 million during the second half
of 2008, $1.1 million during first quarter 2009, and $1.4 million during second quarter 2009.

Changes in accretable yield of these finance receivables were as follows:

Three Months Ended Six Months Ended
June 30, June 30,

(dollars in thousands) 2009 2008 2009 2008
Balance at beginning of period $2,199 $3,274 $2,949 $ -
Additions - - - 3,586
Accretion (555) (756) (1,305) (1,068)
Reclassifications from (to) nonaccretable

difference - 2,725 - 2,725
Disposals - - - -
Balance at end of period $1,644 $5,243 $ 1,644 $5,243

The portion of these finance receivables that were acquired during 2008 (none were acquired during the
six months ended June 30, 2009) for which it was probable at acquisition that all contractually required
payments would not be collected were as follows:

Six months ended June 30,

(dollars in thousands) 2008
Contractually required payments receivable at acquisition:
Real estate loans $21,545
Non-real estate 16,788
Retail sales finance 3,123
Total $41,456
Cash flows expected to be collected at acquisition $24,992
Basis in acquired finance receivables at acquisition $21,406
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Information regarding troubled debt restructuring (TDR) finance receivables (which are all real estate
loans) was as follows:

June 30,

(dollars in thousands) 2009
TDR net finance receivables $1,150,778
TDR net finance receivables that have a valuation allowance $1,150,778
Allowance for TDR finance receivable losses $ 132,180

TDR activity was not material during the first half of 2008. In addition, we have no commitments to lend
additional funds on these TDR finance receivables.

TDR average net receivables and finance charges recognized on TDR finance receivables were as
follows:

Three Months Ended Six Months Ended

(dollars in thousands) June 30, 2009 June 30, 2009
TDR average net receivables $1,065,548 $951,051
TDR finance charges recognized $ 12,453 $ 24,403

On March 4, 2009, the United States Department of the Treasury issued uniform guidance for loan
modifications to be utilized by the mortgage industry in connection with the Home Affordable
Modification Program (the HAMP Program). The HAMP Program is intended to help at-risk
homeowners avoid foreclosure by reducing monthly mortgage payments. The modification guidelines
require the servicer to use a uniform loan modification process to provide a borrower with sustainable
monthly payments.

As part of a Securities Purchase Agreement between AIG and the United States Department of the
Treasury dated April 17, 2009, AIG agreed that its subsidiaries that are eligible will join the HAMP
Program and will comply with the HAMP Program guidelines. On July 17, 2009, MorEquity, Inc.
(MorEquity), a direct subsidiary of AGFC, joined the HAMP Program. See Note 15 for further
information on our participation in the HAMP Program.
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Note 5. Allowance for Finance Receivable Losses

Changes in the allowance for finance receivable losses were as follows:

Three Months Ended Six Months Ended
June 30, June 30,

(dollars in thousands) 2009 2008 2009 2008
Balance at beginning of period $1,278,388 $672,105 $1,126,233 $ 593,532
Provision for finance receivable losses 256,472 236,432 607,419 411,199
Charge-offs (223,245) (125,769) (428,416) (234,350)
Recoveries 13,516 11,609 25,843 23,996
Transfers to finance receivables held for sale* (9,413) - (15,361) -
Balance at end of period $1,315,718 $794,377  $1,315,718 $ 794,377

* During the three months and six months ended June 30, 2009, we decreased the allowance for finance receivable
losses as a result of the transfers of real estate loans ($761.8 million and $1.3 billion, respectively) from finance
receivables to finance receivables held for sale due to management’s intent to no longer hold these finance
receivables for the foreseeable future.

Note 6. Investment Securities

Cost/amortized cost, unrealized gains and losses, and fair value of investment securities by type were as
follows:

June 30, 2009 Other-
Than-
Cost/ Temporary
Amortized Unrealized Unrealized Fair Impairments
(dollars in thousands) Cost Gains Losses Value in AOCL (a)
Fixed maturity investment securities:
Bonds:
U.S. government and government
sponsored entities $ 8,701 $ 687 $ (48) $ 9,340 $ -
Obligations of states, municipalities,
and political subdivisions 228,958 5,406 (2,022) 232,342 -
Corporate debt 382,859 4,838 (26,714) 360,983 458

Mortgage-backed, asset-backed,
and collateralized:

RMBS 40,491 149 (6,877) 33,763 (1,473)

CMBS 25,007 7 (11,984) 13,030 (4,754)

CDO/ABS 32,072 169 (11,524) 20,717 -
Total 718,088 11,256 (59,169) 670,175 (5,769)
Preferred stocks 5,000 - (1,536) 3,464 -
Other long-term investments 7,143 225 (864) 6,504 -
Common stocks 1,486 545 (2) 2,029 -
Total $731,717 $12,026 $(61,571) $682,172 $(5,769)

(@) Represents the amount of other-than-temporary impairment losses in accumulated other comprehensive loss,
which, starting April 1, 2009, were not included in earnings under FSP FAS 115-2. Amount includes unrealized
gains and losses on impaired securities relating to changes in the value of such securities subsequent to the
impairment measurement date.

We adopted FSP FAS 115-2 on April 1, 2009 and recorded a cumulative effect adjustment to increase the
cost/amortized cost of investment securities by $30.2 million.
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December 31, 2008 Cost/

Amortized  Unrealized  Unrealized Fair
(dollars in thousands) Cost Gains Losses Value
Fixed maturity investment securities:
Bonds:
U.S. government and government
sponsored entities $ 8,135 $ 1,732 $ - $ 9,867
Obligations of states, municipalities, and
political subdivisions 234,100 3,585 (8,891) 228,794
Corporate debt 423,155 4,505 (40,596) 387,064
Mortgage-backed, asset-backed, and
collateralized:
RMBS 23,070 56 (5,107) 18,019
CMBS 13,848 - (1,364) 12,484
CDO/ABS 26,646 - (4,280) 22,366
Total 728,954 9,878 (60,238) 678,594
Preferred stocks 5,000 - (172) 4,828
Other long-term investments 7,144 2,665 (230) 9,579
Common stocks 1,617 9 (109) 1,517
Total $742,715 $12,552 $(60,749) $694,518

Fair value and unrealized losses on investment securities by type and length of time in a continuous
unrealized loss position at June 30, 2009 were as follows:

June 30, 2009 12 Months or Less More Than 12 Months Total
Fair Unrealized Fair Unrealized Fair Unrealized
(dollars in thousands) Value Losses Value Losses Value Losses
Bonds:
U.S. government and
government
sponsored entities $ 505 $ (48) $ - $ - $ 505 $ (48)

Obligations of states,
municipalities, and

political subdivisions 45,619 (532) 33,882 (1,490) 79,501 (2,022)
Corporate debt 79,363 (5,431) 169,874 (21,283) 249,237 (26,714)
RMBS 2,065 (2,555) 13,953 (4,322) 16,018 (6,877)
CMBS 5,936 (11,063) 6,080 (921) 12,016 (11,984)
CDO/ABS 10,149 (11,052) 6,908 (472) 17,057 (11,524)
Total 143,637 (30,681) 230,697 (28,488) 374,334 (59,169)
Preferred stocks 3,464 (1,536) - - 3,464 (1,536)
Other long-term

investments 2,296 (864) - - 2,296 (864)
Common stocks 9 (2 - - 9 2
Total $149,406 $(33,083) $230,697 $(28,488) $380,103 $(61,571)

Management reviews all securities in an unrealized loss position on a quarterly basis to determine the
ability and intent to hold such securities to recovery, which could be maturity, if necessary. Management
considers factors such as the Company's investment strategy as communicated by management, liquidity
requirements, and overall business plans.
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We did not recognize in earnings the unrealized losses on these fixed-maturity securities at June 30, 2009,
because management neither intends to sell the securities nor does it believe that it is more likely than not
that it will be required to sell these securities before recovery of their amortized cost basis. Furthermore,
management expects to recover the entire amortized cost basis of these securities (that is, they are not
credit impaired). In performing this evaluation, management considered the amortized cost basis recovery
periods for securities in previous periods of broad market declines. For fixed-maturity securities with
significant declines, management performed extended fundamental credit analysis on a security-by-
security basis, which included consideration of credit enhancements, expected defaults on underlying
collateral, review of relevant industry analyst reports and forecasts and other market available data.

At June 30, 2009, the $21.3 million of unrealized losses on corporate securities exceeding 12 months
were derived from 59 separate bonds from various asset class groups, including Investment Grade, Private
Placement and High Yield bonds. The vast majority were rated investment grade. The market value to
book value ratio of these securities was approximately 89% as of June 30, 2009. Only five securities were
rated below investment grade. The book value on these securities was $19.2 million and the associated
unrealized loss was $2.2 million. The Company did not consider these securities in an unrealized loss
position to be other-than-temporarily impaired at June 30, 2009.

At June 30, 2009, of the five RMBS representing $4.3 million of unrealized losses exceeding 12 months,
four securities were backed by prime jumbo collateral and one was backed by Alt-A collateral. Prior to
the second quarter of 2009, the surveillance process indicated that there was no risk of credit impairment
for these five securities. Since then, the performance of the RMBS market has worsened and the prime
jumbo market has been hit especially hard by the ongoing home price decline in California. The resulting
increase in delinquencies combined with increasingly severe assumptions in our surveillance process have
resulted in two of the five securities being classified as other-than-temporarily impaired at June 30, 2009.
Despite that classification, all of these securities currently have investment grade ratings by the rating
agencies and estimated recovery values exceed June 30, 2009 market prices.

Fair value and unrealized losses on investment securities by type and length of time in a continuous
unrealized loss position at December 31, 2008 were as follows:

December 31, 2008 12 Months or Less More Than 12 Months Total

Fair Unrealized Fair Unrealized Fair Unrealized
(dollars in thousands) Value Losses Value Losses Value Losses
Bonds:

Obligations of states,
municipalities, and

political subdivisions $114,264 $ (8,287) $ 7434 $ (604) $121,698 $ (8,891)
Corporate debt 176,740 (25,988) 92,821 (14,608) 269,561 (40,596)
RMBS 7,414 (1,104) 9,022 (4,003) 16,436 (5,107)
CMBS 5,959 (1,275) 1,922 (89) 7,881 (1,364)
CDO/ABS 10,570 (2,092) 5,390 (2,188) 15,960 (4,280)
Total 314,947 (38,746) 116,589 (21,492) 431,536 (60,238)
Preferred stocks 4,828 (172) - - 4,828 172)
Other long-term

investments 299 (230) - - 299 (230)
Common stocks 258 (109) - - 258 (109)
Total $320,332 $(39,257) $116,589 $(21,492) $436,921 $(60,749)
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Fair value and unrealized losses on investment securities by type and length of time in a continuous
unrealized loss position for which an other-than-temporary impairment was recognized and only the

amount related to a credit loss was recognized in earnings, were as follows:

June 30, 2009 12 Months or Less More Than 12 Months Total
Fair Unrealized Fair Unrealized Fair Unrealized
(dollars in thousands) Value Losses Value Losses Value Losses
Bonds:
RMBS $ 820 $(1,272) $903 $(239) $1,723 $(1,511)
CMBS 1,648 (4,754) - - 1,648 (4,754)
Total $2,468 $(6,026) $903 $(239) $3,371 $(6,265)

The net realized gains (losses) on investment securities and securities lending were as follows:

Three Months Ended

Six Months Ended

June 30, June 30,

(dollars in thousands) 2009 2008 2009 2008
Total other-than-temporary impairment losses $ (499)  $(16,892) $(3,234)  $(25,852)
Portion of loss recognized in accumulated

other comprehensive loss (38) - (38) -
Net impairment losses recognized in net loss (537) (16,892) (3,272) (25,852)
Other net realized gains (losses) on

investment securities and securities lending 1,744 (139) (1,167) (119)
Total net realized gains (losses) on

investment securities and securities lending $1,207 $(17,031) $(4,439) $(25,971)

Credit impairments recognized in earnings on investment securities for which a portion of an other-than-
temporary impairment was recognized in accumulated other comprehensive loss were as follows:

Three Months Ended June 30, 2009
(dollars in thousands)

Balance at March 31, 2009 (at April 1, 2009 with the adoption of FSP FAS 115-2)
Additions:
Due to other-than-temporary impairments:
Not previously recognized
Previously recognized
Reductions:
Realized due to sales
Realized due to intention to sell
Due to increase in expected cash flows

$3,845

339

Balance at end of period

$4,184
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The fair values of investment securities sold or redeemed and the resulting realized gains, realized losses,
and net realized gains (losses) were as follows:

Three Months Ended Six Months Ended
June 30, June 30,
(dollars in thousands) 2009 2008 2009 2008
Fair value $ 9,592 $ 6,623 $ 42,962 $37,003
Realized gains $ 1,964 $ 422 $ 2,041 $ 628
Realized losses (218) (369) (3,207) (560)
Net realized gains (losses) $ 1,746 $ 53 $ (1,166) $ 68

Contractual maturities of fixed-maturity investment securities were as follows:

June 30, 2009 Fair Amortized
(dollars in thousands) Value Cost

Fixed maturities, excluding mortgage-backed

securities:
Due in 1 year or less $ 13,501 $ 13,320
Due after 1 year through 5 years 115,974 118,266
Due after 5 years through 10 years 216,531 227,347
Due after 10 years 256,658 261,585
Mortgage-backed securities 67,511 97,570
Total $670,175 $718,088

Actual maturities may differ from contractual maturities since borrowers may have the right to prepay
obligations. The Company may sell investment securities before maturity to achieve corporate
requirements and investment strategies.

Bonds on deposit with insurance regulatory authorities had fair values of $11.9 million at June 30, 2009
and $12.5 million at December 31, 2008.

Note 7. Related Party Transactions

On March 24, 2009, AGFC made a loan of $800.0 million to AIG under a demand note dated March 24,
2009 and a demand note agreement between AGFC and AIG dated March 24, 2009. Interest is payable
monthly, and principal and interest also are payable on demand at any time, provided that notice of
demand is delivered to AIG at least one business day prior to the date payment is demanded. AIG may
repay principal and interest at any time without penalty. The cash used to fund this loan came from asset
sale proceeds, operations, insurance subsidiary dividends, and the AIG capital contribution received in
March 2009. This loan is subject to a subordination agreement in favor of the FRBNY and was made as a
short-term investment source for excess cash and to facilitate AIG’s obligation to manage its excess cash
and excess cash held by its subsidiaries under the FRBNY Facility. At June 30, 2009, the note receivable
from AIG totaled $800.5 million. Interest revenue on this note receivable from AIG totaled $1.5 million
and $1.7 million for the three months and six months ended June 30, 2009, respectively.

On August 11, 2009, AGFC made an additional loan of $750.0 million to AIG under a demand note. See
Note 15 and “Other Information” in Part I, Item 5 for further information on this loan to AlIG.
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Notes receivable from AGFI totaled $312.8 million at June 30, 2009, and $331.5 million at December 31,
2008. Interest revenue on notes receivable from AGFI totaled $3.3 million and $6.7 million for the three
months and six months ended June 30, 2009, respectively.

In addition, we are party to cost sharing agreements, including tax sharing arrangements, with AlG.
Generally, these agreements provide for the allocation of corporate costs based upon a proportional
allocation of costs to all AIG subsidiaries. We also reimburse AIG Bank for costs associated with the
remediation program related to a Supervisory Agreement with the Office of Thrift Supervision (OTS)
dated June 7, 2007 (the Supervisory Agreement). See Note 12 for further information on the Supervisory
Agreement.

All of our derivative financial instruments are with AIG Financial Products Corp. (AIGFP), a non-
subsidiary affiliate that receives credit support from AIG, its parent. See Note 8 for further information on
these derivatives.

Note 8. Derivative Financial Instruments

AGFC uses derivative financial instruments in managing the cost of its debt by mitigating its exposures
(interest rate and currency) in conjunction with specific long-term debt issuances and has used them in
managing its return on finance receivables held for sale, but is neither a dealer nor a trader in derivative
financial instruments. AGFC’s derivative financial instruments consist of interest rate, cross currency,
Ccross currency interest rate, and equity-indexed swap agreements.

While all of our interest rate, cross currency, cross currency interest rate, and equity-indexed swap
agreements mitigate economic exposure of related debt, not all of these swap agreements currently
qualify as cash flow or fair value hedges under GAAP. At June 30, 2009, equity-indexed debt and related
swaps were immaterial.

Fair value of derivative instruments presented on a gross basis (excludes the effect of master netting
arrangements) by type and the effect of master netting arrangements were as follows:

June 30, 2009 Non-Designated
Notional Hedging Hedging
(dollars in thousands) Amount Instruments Instruments

Derivatives — Other Assets:

Cross currency and cross currency interest rate $1,870,500 $ 101,258 $ 79,269
Equity-indexed 13,772 - 986
Total excluding effect of master netting arrangements 1,884,272 101,258 80,255
Effect of master netting arrangements N/A* (68,730) (53,805)
Total N/A $ 32,528 $ 26,450
Derivatives — Other Liabilities:
Interest rate $1,000,000 $ 81,944 $ -
Cross currency and cross currency interest rate 622,300 40,591 -
Total excluding effect of master netting arrangements 1,622,300 122,535 -
Effect of master netting arrangements N/A (122,535) -
Total N/A $ = $ -

* not applicable
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The amount of gain (loss) for cash flow hedges recognized in accumulated other comprehensive loss
(effective portion), reclassified from accumulated other comprehensive loss into other revenues (effective
portion), and recognized in other revenues (ineffective portion) were as follows:

Three Months Ended June 30, 2009 Effective Ineffective
From AOCL

(dollars in thousands) AOCL* to Revenues Revenues

Interest rate $ (2,088) $ (2,184) $ (878)

Cross currency and cross currency interest rate (73,806) (15,657) 10,085

Total $(75,894) $(17,841) $ 9,207

* accumulated other comprehensive loss

Six Months Ended June 30, 2009 Effective Ineffective
From AOCL

(dollars in thousands) AOCL* to Revenues Revenues

Interest rate $ 27,415 $ 9,473 $ (1,798)

Cross currency and cross currency interest rate (22,088) (39,479) (14,523)

Total $ 5,327 $(30,006) $(16,321)

We immediately recognize the portion of the gain or loss in the fair value of a derivative instrument in a
cash flow hedge that represents hedge ineffectiveness in current period earnings. We recognized a gain
related to ineffectiveness of $9.2 million for the three months ended June 30, 2009 and a loss of $16.3
million for the six months ended June 30, 2009 in other revenues. We recognized losses related to
ineffectiveness of $12.1 million for the three months ended June 30, 2008 and $27.4 million for the six
months ended June 30, 2008. We included all components of each derivative’s gain or loss in the
assessment of hedge effectiveness.

At June 30, 2009, we expect $28.8 million of the deferred net loss on cash flow hedges in accumulated
other comprehensive loss to be reclassified to earnings during the twelve months ending June 30, 2010.
For the six months ended June 30, 2009, there were no instances in which we reclassified amounts from
accumulated other comprehensive loss to earnings as a result of a discontinuance of a cash flow hedge
due to it becoming probable that the original forecasted transaction would not occur at the end of the
originally specified time period.

The amount of gain (loss) recognized in other revenues for fair value hedges and related hedged items and
recognized in other revenues for non-designated hedging instruments were as follows:

Three Months Ended June 30, 2009 Non-Designated
Fair Value Hedge Hedging
(dollars in thousands) Derivative Hedged Item Instruments
Cross currency and cross currency interest rate $ - $ - $(11,583)
Equity-indexed - - 67
Total $ - $ - $(11,516)
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Six Months Ended June 30, 2009 Non-Designated

Fair Value Hedge Hedging
(dollars in thousands) Derivative Hedged Item Instruments
Cross currency and cross currency interest rate $(13,641) $14,926 $(11,075)
Equity-indexed - - 121
Total $(13,641) $14,926 $(10,954)

We recognized no gains or losses during the three months ended June 30, 2009 and net gains of $1.3
million during the six months ended June 30, 2009 in other revenues related to the ineffective portion of
our fair value hedging instruments. During the three and six months ended June 30, 2008, we recognized
net gains of $1.0 million in other revenues related to the ineffective portion of our fair value hedging
instruments. We included all components of each derivative’s gain or loss in the assessment of hedge
effectiveness. Due to the de-designation of our fair value hedge on April 1, 2009, we recorded a foreign
exchange loss of $38.7 million, partially offset by a derivative adjustment gain of $26.8 million for the
three and six months ended June 30, 2009.

AGFC is exposed to credit risk if counterparties to swap agreements do not perform. AGFC regularly
monitors counterparty credit ratings throughout the term of the agreements. AGFC’s exposure to market
risk is limited to changes in the value of swap agreements offset by changes in the value of the hedged
debt. In compliance with the requirements of SFAS 157, our valuation methodology for derivatives
incorporates the effect of our non-performance risk and the non-performance risk of our counterparties.
We recorded a $38.4 million credit valuation adjustment loss in other revenues on our fair value
derivatives and a $77.7 million credit valuation adjustment loss in other comprehensive income on our
cash flow hedges for the three months ended June 30, 2009. We recorded a $36.8 million credit valuation
adjustment loss in other revenues on our fair value derivatives and a $46.8 million credit valuation
adjustment loss in other comprehensive income on our cash flow hedges for the six months ended June
30, 2009. We recorded a $2.1 million credit valuation adjustment gain on our fair value hedges and a $2.9
million credit valuation adjustment gain on our cash flow hedges for the three months ended June 30,
2008. We recorded a $6.9 million credit valuation adjustment loss on our fair value hedges and a $27.6
million credit valuation adjustment loss on our cash flow hedges for the six months ended June 30, 2008,
of which $13.3 million represented the transition amount at January 1, 2008, from the adoption of SFAS
157. If we do not exit these derivatives prior to maturity and no counterparty defaults occur, the credit
valuation adjustment will result in no impact to earnings over the life of the agreements. We do not
anticipate exiting these derivatives prior to maturity. In addition, these derivatives were with AIGFP, a
non-subsidiary affiliate that receives credit support from AIG, its parent.

See Note 13 for information on how we determine fair value on our derivative financial instruments.

Note 9. Accumulated Other Comprehensive Loss

Components of accumulated other comprehensive loss were as follows:

June 30, December 31,

(dollars in thousands) 2009 2008
Net unrealized losses on:
Swap agreements $(42,984) $ (78,317)
Investment securities (23,100) (31,328)
Retirement plan liabilities adjustment (3,058) (3,058)
Foreign currency translation adjustments (1,936) (16,442)
Accumulated other comprehensive loss $(71,078) $(129,145)
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As of June 30, 2009, we have recognized $3.7 million in accumulated other comprehensive loss related to
investment securities for which the credit-related portion of an other-than-temporary impairment has been
recognized in earnings.

Note 10. Supplemental Cash Flow Information

Supplemental disclosure of non-cash activities was as follows:

Six Months Ended June 30,
(dollars in thousands) 2009 2008

Transfer of finance receivables to finance receivables
held for sale $1,305,577 $ -

Note 11. Segment Information

We have three business segments: branch, centralized real estate, and insurance. We define our segments
by types of financial service products we offer, nature of our production processes, and methods we use to
distribute our products and to provide our services, as well as our management reporting structure.

In our branch business segment, we:

e originate secured and unsecured non-real estate loans;

e originate real estate loans secured by first or second mortgages on residential real estate, which
may be closed-end accounts or open-end home equity lines of credit and are generally considered
non-conforming;

e purchase retail sales contracts and provide revolving retail sales financing services arising from
the retail sale of consumer goods and services by retail merchants; and

e purchase private label finance receivables originated by AIG Bank under a participation
agreement.

To supplement our lending and retail sales financing activities, we have historically purchased portfolios
of real estate loans, non-real estate loans, and retail sales finance receivables originated by other lenders.
We also offer credit and non-credit insurance and ancillary products to all eligible branch customers.

In our centralized real estate business segment, we:

e service a portfolio of residential real estate loans generated through:
. portfolio acquisitions from third party lenders;
. our mortgage origination subsidiaries;
. refinancing existing mortgages;
. advances on home equity lines of credit; or
. correspondent relationships;
e originate and have historically acquired residential real estate loans for transfer to the centralized
real estate servicing center;
o originated residential real estate loans directly with consumers for sale to investors with servicing
released to the purchaser; and
e originated residential real estate loans through mortgage brokers for sale to investors with
servicing released to the purchaser.
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In our insurance business segment, we write and reinsure credit life, credit accident and health, credit-
related property and casualty, and credit involuntary unemployment insurance covering our customers
and the property pledged as collateral through products that the branch business segment offers to its
customers. We also offer non-credit insurance products.

The following tables display information about the Company’s segments as well as reconciliations to the
condensed consolidated financial statement amounts.

Three Months Ended Centralized
June 30, 2009 Branch Real Estate Insurance All Consolidated
(dollars in thousands) Segment Segment Segment Other  Adjustments Total
Revenues:
External:
Finance charges $438,756 $118,039 $ - $ (2,978) $ - $ 553,817
Insurance 121 - 33,870 (12) - 33,980
Other (8,554) (69,345) 14,241 (33,939) 1,207 (96,390)
Intercompany 17,390 577 (13,479) (4,488) - -
Pretax (loss) income (65,108) (104,685) 12,034 (77,441) 3,501 (231,699)
Three Months Ended Centralized
June 30, 2008 Branch Real Estate Insurance All Consolidated
(dollars in thousands) Segment Segment Segment Other  Adjustments Total
Revenues:
External:
Finance charges $503,334 $162,656 $ - $ (8,595) $ - $657,395
Insurance 134 - 39,829 911 - 40,874
Other (5,683) 15,325 25,486 7,675 (17,031) 25,772
Intercompany 19,454 495 (15,848) (4,101) - -
Pretax (loss) income (1,028) (28,659) 26,293 (39,150) (19,162) (61,706)
Six Months Ended Centralized
June 30, 2009 Branch Real Estate Insurance All Consolidated
(dollars in thousands) Segment Segment Segment Other  Adjustments Total
Revenues:
External:
Finance charges $ 896,641 $251,176 $ - $ (6,634) $ - $1,141,183
Insurance 248 - 68,704 86 - 69,038
Other (18,414) (90,327) 29,338 (49,789) (4,439) (133,631)
Intercompany 34,950 1,358 (27,355) (8,953) - -
Pretax (loss) income (170,315) (194,814) 25,337 (126,764) (2,281) (468,837)
Six Months Ended Centralized
June 30, 2008 Branch Real Estate  Insurance All Consolidated
(dollars in thousands) Segment Segment Segment Other  Adjustments Total
Revenues:
External:
Finance charges $986,982 $330,209 $ - $(12,086) $ - $1,305,105
Insurance 275 - 78,543 1,876 - 80,694
Other (9,287) 32,242 52,131 (28,453) (25,971) 20,662
Intercompany 38,588 1,018 (31,272) (8,334) - -
Pretax income (loss) 55,862 (59,201) 53,195 (130,257) (28,676) (109,077)
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The “All Other” column includes:

e corporate revenues and expenses such as management and administrative revenues and expenses
and derivatives adjustments and foreign exchange gain or loss on foreign currency denominated
debt that are not considered pertinent in determining segment performance; and

e revenues from our foreign subsidiary, Ocean Finance and Mortgages Limited (Ocean), which we
acquired in January 2007.

The “Adjustments” column includes:

o realized gains (losses) on investment securities and securities lending;

o interest expense related to re-allocations of debt among business segments; and

e provision for finance receivable losses due to redistribution of amounts provided for the
allowance for finance receivable losses.

Note 12. Supervisory Agreement

As disclosed in AGFC’s Current Report on Form 8-K dated June 7, 2007, AIG Bank, Wilmington
Finance, Inc. (WFI) (a wholly owned subsidiary of AGFC), and AGFI entered into the Supervisory
Agreement with the OTS on June 7, 2007. The Supervisory Agreement pertains to certain mortgage loans
originated in the name of AIG Bank by WFI from July 2003 through early May 2006 pursuant to a
mortgage services agreement between WFI and AIG Bank. The mortgage services agreement was
terminated in February 2006.

Pursuant to the terms of the Supervisory Agreement, AIG Bank, WFI, and AGFI implemented a financial
remediation program whereby certain borrowers may be provided loans on more affordable terms and/or
reimbursed for certain fees. Pursuant to the requirements of the Supervisory Agreement, we engaged the
services of an external consultant to monitor, evaluate, and periodically report to the OTS on our
compliance with the remediation program. The Supervisory Agreement will remain in effect until
terminated, modified or suspended in writing by the OTS. Failure to comply with the terms of the
Supervisory Agreement could result in the initiation of formal enforcement action by the OTS.

AIG Bank, WFI, and AGFI also made a commitment to donate a total of $15 million over a three-year
period to certain not-for-profit organizations to support their efforts to promote financial literacy and
credit counseling. As of June 30, 2009, we have donated $8.8 million to this cause.

In accordance with WFI’s surviving obligations under the mortgage services agreement with AIG Bank,
we established a reserve of $128 million (pretax) as a reduction to net service fees from affiliates as of
March 31, 2007, reflecting management’s then best estimate of the expected costs of the remediation
program. After completion of discussions with the OTS and the execution of the Supervisory Agreement,
we recorded an additional reserve of $50 million, inclusive of the $15 million donation commitment, in
second quarter 2007. As of June 30, 2009, we have made reimbursements of $55.7 million for payments
made by AIG Bank to refund certain fees to customers pursuant to the terms of the Supervisory
Agreement. As of June 30, 2009, we have also reduced the reserve by $67.0 million ($66.6 million in
2008 and $0.4 million in 2007 as an addition to net service fees from affiliates) resulting from our
subsequent evaluations of our loss exposure. As the estimate is based on judgments and assumptions
made by management, the actual cost of implementing the remediation program may differ from our
estimate.
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Note 13. Fair VValue Measurements

The fair value of a financial instrument is the amount that would be received if an asset were to be sold or
the amount that would be paid to transfer a liability in an orderly transaction between market participants
at the measurement date. The degree of judgment used in measuring the fair value of financial
instruments generally correlates with the level of pricing observability. Financial instruments with quoted
prices in active markets generally have more pricing observability and less judgment is used in measuring
fair value. Conversely, financial instruments traded in other-than-active markets or that do not have
quoted prices have less observability and are measured at fair value using valuation models or other
pricing techniques that require more judgment. An other-than-active market is one in which there are few
transactions, the prices are not current, price quotations vary substantially either over time or among
market makers, or little information is released publicly for the asset or liability being valued. Pricing
observability is affected by a number of factors, including the type of financial instrument, whether the
financial instrument is listed on an exchange or traded over-the-counter or is new to the market and not
yet established, the characteristics specific to the transaction, and general market conditions.

Management is responsible for the determination of the value of the financial assets and financial
liabilities carried at fair value and the supporting methodologies and assumptions. Third party valuation
service providers are employed to gather, analyze, and interpret market information and derive fair values
based upon relevant methodologies and assumptions for individual instruments. When the valuation
service providers are unable to obtain sufficient market observable information upon which to estimate
the fair value for a particular security, fair value is determined either by requesting brokers who are
knowledgeable about these securities to provide a quote, which is generally non-binding, or by employing
widely accepted internal valuation models.

Valuation service providers typically obtain data about market transactions and other key valuation model
inputs from multiple sources and, through the use of widely accepted internal valuation models, provide a
single fair value measurement for individual securities for which a fair value has been requested. The
inputs used by the valuation service providers include, but are not limited to, market prices from recently
completed transactions and transactions of comparable securities, interest rate yield curves, credit spreads,
currency rates, and other market-observable information as of the measurement date as well as the
specific attributes of the security being valued, including its term interest rate, credit rating, industry
sector, and other issue or issuer-specific information. When market transactions or other market
observable data is limited, the extent to which judgment is applied in determining fair value is greatly
increased. We assess the reasonableness of individual security values received from valuation service
providers through various analytical techniques. In addition, we may validate the reasonableness of fair
values by comparing information obtained from the valuation service providers to other third party
valuation sources for selected securities. We also validate prices for selected securities obtained from
brokers through reviews by members of management who have relevant expertise and who are
independent of those charged with executing investing transactions.

Fair Value Hierarchy

Beginning January 1, 2008, we measure and classify assets and liabilities recorded at fair value in the
consolidated balance sheet in a hierarchy for disclosure purposes consisting of three “Levels” based on
the observability of inputs available in the market place used to measure the fair values. In general, we
determine the fair value measurements classified as Level 1 based on inputs utilizing quoted prices
(unadjusted) in active markets for identical assets or liabilities that we have the ability to access. We
generally obtain market price data from exchange or dealer markets. We do not adjust the quoted price for
such instruments. Assets measured using Level 1 inputs include certain investment securities (including
certain actively traded listed common stock).
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We determine the fair value measurements classified as Level 2 based on inputs utilizing other than
quoted prices included in Level 1 that are observable for the asset or liability, either directly or indirectly.
Level 2 inputs include quoted prices for similar assets and liabilities in active markets, and inputs other
than quoted prices that are observable for the asset or liability, such as interest rates and yield curves that
are observable at commonly quoted intervals. Assets and liabilities measured on a recurring basis using
Level 2 inputs include certain investment securities (including certain government and agency securities,
most investment-grade and high-yield corporate bonds, certain asset-backed securities, and state and
municipal obligations), certain cash equivalents, short-term investments, and derivative assets and
liabilities. We outsource the investment of our liquid assets to AIG, which, as agent, invests the liquid
assets of the Company together with other AIG subsidiaries and maintains these assets in common pools.
Our interest in these jointly owned investments that are disclosed in the fair value table represents
negotiable instruments, predominantly commercial paper. The prices for trades of similar and identical
instruments are observable and therefore are consistent with Level 2 in the FAS 157 fair value hierarchy.

Level 3 inputs are unobservable inputs for the asset or liability, and include situations where there is little,
if any, market activity for the asset or liability. Assets measured using Level 3 inputs include certain
investment securities (including certain asset-backed securities and private equity investments), finance
receivables held for sale, and real estate owned.

In certain cases, the inputs we use to measure the fair value of an asset may fall into different levels of the
fair value hierarchy. In such cases, we determine the level in the fair value hierarchy within which the fair
value measurement in its entirety falls based on the lowest level input that is significant to the fair value
measurement in its entirety. Our assessment of the significance of a particular input to the fair value
measurement in its entirety requires judgment and considers factors specific to the asset or liability.
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Fair Value Measurements — Recurring Basis

On a recurring basis we measure the fair value of investment securities, cash and cash equivalents, short-
term investments, and derivative assets and liabilities. The following tables present information about our
assets and liabilities measured at fair value on a recurring basis as of June 30, 2009 and December 31,
2008 and indicate the fair value hierarchy based on the levels of inputs we utilized to determine such fair
value. Fair value measurements on a recurring basis were as follows:

June 30, 2009 Fair Value Measurements Using Counterparty Total Carried
(dollars in thousands) Level 1 Level 2 Level 3 Netting At Fair Value
Assets
Investment securities:
Bonds:
U.S. government and government
sponsored entities $ - $ 9,340 $ - $ - $ 9,340

Obligations of states,
municipalities, and political

subdivisions - 232,342 - - 232,342
Corporate debt - 292,468 68,515 - 360,983
RMBS - 33,437 326 - 33,763
CMBS - 3,452 9,578 - 13,030
CDO/ABS - 6,908 13,809 - 20,717

Total - 577,947 92,228 - 670,175

Preferred stocks - 3,464 - - 3,464

Other long-term investments - - 6,504 - 6,504

Common stocks 2,022 - 7 - 2,029

Total 2,022 581,411 98,739 - 682,172
Cash and cash equivalents in

AIG pools - 25,056 - - 25,056
Short-term investments - 146 - - 146
Derivatives - 180,682 831 (122,535) 58,978
Total $2,022 $787,295 $99,570 $(122,535) $766,352
Liabilities
Derivatives $ - $122,535 $ - $(122,535) $ =
December 31, 2008 Fair Value Measurements Using Counterparty Total Carried
(dollars in thousands) Level 1 Level 2 Level 3 Netting At Fair Value
Assets
Investment securities:

Bonds $ - $615,572 $63,022 $ - $678,594

Preferred stocks - 4,828 - - 4,828

Other long-term investments - - 9,579 - 9,579

Common stocks 1,510 - 7 - 1,517

Total 1,510 620,400 72,608 - 694,518
Cash and cash equivalents in

AIG pools - 85,041 - - 85,041
Short-term investments - 169 - - 169
Derivatives - 213,392 1,341 (199,902) 14,831
Total $1,510 $919,002 $73,949 $(199,902) $794,559
Liabilities
Derivatives $ - $206,740 $ - $(199,902) $ 6,838
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The following tables present changes during the three and six months ended June 30, 2009 and 2008 in
Level 3 assets and liabilities measured at fair value on a recurring basis:

Three Months

Ended Net (losses) gains
June 30, 2009 included in:
Purchases
Balance at Other sales, Transfers Balance
(dollars in beginning Other comprehensive  issuances, in (out) of at end of
thousands) of period revenues income settlements Level 3 Other (a) period
Investment securities:
Bonds:
Corporate debt $60,424 $ 1 $ 9,747 $ (33) $(1,624) $ - $68,515
RMBS 399 5 (762) - - 684 326
CMBS 9,451 29 (5,538) (91) - 5,727 9,578
CDO/ABS 16,237 117 (15,180) (936) - 13,571 13,809
Total 86,511 152 (11,733) (1,060) (1,624) 19,982 92,228
Other long-term
investments 6,443 223 61 (223) - - 6,504
Common stocks 7 - - - - - 7
Total investment
securities 92,961 375 (11,672) (1,283) (1,624) 19,982 98,739
Derivatives 324 484 - 23 - - 831
Total assets $93,285 $859 $(11,672) $(1,260) $(1,624) $19,982 $99,570

(@ We adopted FSP FAS 115-2 on April 1, 2009 and recorded a cumulative effect adjustment to increase the
cost/amortized cost of level 3 investment securities by $20.0 million.

Three Months

Ended Net (losses) gains
June 30, 2008 included in:
Purchases

Balance at Other sales, Transfers Balance
(dollars in beginning Other comprehensive issuances, in (out) of at end of
thousands) of period revenues income settlements Level 3 period
Investment securities $69,480 $ (320) $(1,107) $ (818) $18,714 $ 85,949
Securities lending 22,714 (3,885) 2,606 (933) 1,786 22,288
Derivatives 1,073 (311) - 115 - 877
Total assets $93,267 $(4,516) $1,499 $(1,636) $20,500 $109,114
Derivatives $ 240 $ (422) $ - $ 182 $ - $ -
Total liabilities $ 240 $ (422) $ - $ 182 $ - $ -
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Six Months

Ended Net (losses) gains
June 30, 2009 included in:
Purchases
Balance at Other sales, Transfers Balance
(dollars in beginning Other comprehensive  issuances, in (out) of at end of
thousands) of period revenues income settlements  Level 3(a)  Other (b) period
Investment securities:
Bonds:
Corporate debt $47,323 $ 49 $ 6,781 $ (114) $14,476  $ - $68,515
RMBS 394 (13) (739) - - 684 326
CMBS 9,633 52 (5,534) (300) - 5,727 9,578
CDO/ABS 5,672 (1,556) (15,206) (1,235) 12,563 13,571 13,809
Total 63,022 (1,468) (14,698) (1,649) 27,039 19,982 92,228
Other long-term
investments 9,579 217 (3,075) (217) - - 6,504
Common stocks 7 - - - - - 7
Total investment
securities 72,608 (1,251) (17,773) (1,866) 27,039 19,982 98,739
Derivatives 1,341 (572) - 62 = = 831
Total assets $73,949  $(1,823) $(17,773) $(1,804) $27,039 $19,982 $99,570

(@) During the six months ended June 30, 2009, we transferred from Level 2 to Level 3 approximately $27.0
million of bonds for which the significant inputs (such as changes in market activity and pricing sources) used
to measure their fair value became unobservable primarily as a result of the significant disruption in the credit
markets.

(b) We adopted FSP FAS 115-2 on April 1, 2009 and recorded a cumulative effect adjustment to increase the
cost/amortized cost of level 3 investment securities by $20.0 million.

Six Months
Ended Net (losses) gains
June 30, 2008 included in:
Purchases

Balance at Other sales, Transfers Balance
(dollars in beginning Other comprehensive issuances, in (out) of at end of
thousands) of period revenues income settlements Level 3 (a) period
Investment securities $67,823 $ 82 $(4,251) $(1,510) $23,805 $ 85,949
Securities lending 27,212 (8,755) 3,297 (1,549) 2,083 22,288
Derivatives 839 109 - (71) - 877
Total assets $95,874 $(8,564) $ (954) $(3,130) $25,888 $109,114
Derivatives $ 563 $2,712 $ - $(3,275) $ - $ -
Total liabilities $ 563 $2,712 $ - $(3,275) $ - $ -

(@ During the six months ended June 30, 2008, we transferred from Level 2 to Level 3 approximately $23.8
million of investment securities, primarily representing bonds, and $2.1 million of securities lending for which
the significant inputs used to measure the fair values of the investment securities and securities lending became
unobservable.

There were no unrealized gains or losses recognized in earnings on instruments held at June 30, 2009 or
2008.

We used observable and/or unobservable inputs to determine the fair value of positions that we have
classified within the Level 3 category. As a result, the unrealized gains and losses for assets and liabilities
within the Level 3 category presented in the table above may include changes in fair value that were
attributable to both observable (e.g., changes in market interest rates) and unobservable (e.g., changes in
unobservable long-dated volatilities) inputs.
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Fair Value Measurements — Nonrecurring Basis

We measure the fair value of certain assets on a non-recurring basis when events or changes in
circumstances indicate that the carrying amount of the asset may not be recoverable. These assets include
real estate owned and finance receivables held for sale.

At June 30, 2009, we had assets measured at fair value on a non-recurring basis on which we recorded
impairment charges during the three and six months ended June 30, 2009 as follows:

June 30, 2009 Fair Value Measurements Using Gains (Losses)
(dollars in thousands) Three Months  Six Months
Level 1 Level 2 Level 3 Total Ended Ended
Real estate owned $ - $ - $169,436 $169,436 $ (7,112) $(19,474)
Finance receivables held
for sale - - 753,946 753,946 (68,698) (78,627)
Total $ - $ - $923,382  $923,382 $(75,810) $(98,101)

At June 30, 2008, we had assets measured at fair value on a non-recurring basis on which we recorded
impairment charges during the three and six months ended June 30, 2008 as follows:

June 30, 2008 Fair Value Measurements Using Gains (Losses)
(dollars in thousands) Three Months  Six Months
Level 1 Level 2 Level 3 Total Ended Ended

Real estate owned $ - $ - $165,858  $165,858 $ (5,553) $ (9,897)
Finance receivables held

for sale - - 31,755 31,755 (6,247) (15,296)
Other intangible assets - - - - (11,275) (11,732)
Total $ - $ - $197,613 $197,613 $(23,075) $(36,925)

In accordance with the provisions of SFAS No. 144, “Accounting for the Impairment or Disposal of
Long-Lived Assets” (SFAS 144), we wrote down certain real estate owned reported in our branch and
centralized real estate business segments to their fair value of $169.4 million, resulting in losses of $7.1
million and $19.5 million for the three and six months ended June 30, 2009, respectively, which were
included in other revenues. The fair value disclosed in the table above is unadjusted for transaction costs
as required by SFAS 157. The amounts recorded on the balance sheet are net of transaction costs as
required by SFAS 144,

In accordance with the provisions of SFAS No. 65, “Accounting for Certain Mortgage Banking
Activities”, we wrote down certain finance receivables held for sale reported in our centralized real estate
business segment to their fair value of $753.9 million, resulting in provisions for valuation allowance of
$68.7 million and $78.6 million for the three and six months ended June 30, 2009, respectively, which
were included in other revenues.
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At December 31, 2008, we had assets measured at fair value on a non-recurring basis as follows:

December 31, 2008 Fair Value Measurements Using

(dollars in thousands) Level 1 Level 2 Level 3 Total
Real estate owned $ - $ - $ 156,127 $ 156,127
Finance receivables held for sale - - 960,427 960,427
Other intangible assets - - - -
Goodwill - - - -
Total $ - $ - $1,116,554 $1,116,554

Fair Value Measurements — Disclosures Required by SFAS 107

In accordance with SFAS 107, “Disclosures about Fair Value of Financial Instruments”, as amended by
FSP FAS 107-1, we present the carrying values and estimated fair values of certain of our financial
instruments below. Readers should exercise care in drawing conclusions based on fair value, since the fair
values presented below can be misinterpreted since they were estimated at a particular point in time and

do not include the value associated with all of our assets and liabilities.

June 30, 2009

December 31, 2008

(dollars in thousands) Carrying Fair Carrying Fair
Value Value Value Value

Assets
Net finance receivables, less allowance

for finance receivable losses $19,397,122  $17,584,497  $22,723,583  $20,458,478
Cash and cash equivalents (excluding cash

and cash equivalents in AIG pools and

short-term investments) 1,374,416 1,374,416 759,824 759,824
Liabilities
Long-term debt 18,876,060 12,724,567 20,482,271 10,160,036
Short-term debt 2,064,700 1,737,027 2,715,673 2,341,814

Off-Balance Sheet Financial
Instruments
Unused customer credit limits - -

Fair Value Measurements — VValuation Methodologies and Assumptions

We used the following methods and assumptions to estimate fair value.

Finance Receivables

We estimated fair values of net finance receivables, less allowance for finance receivable losses using

projected cash flows, computed by category of finance receivable, discounted at the weighted-average

interest rates offered for similar finance receivables at the balance sheet date. We based cash flows on

contractual payment terms adjusted for delinquencies and finance receivable losses. The fair value
estimates do not reflect the value of the underlying customer relationships or the related distribution

systems.
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Real Estate Owned

We generally based our estimate of the fair value on third party appraisals at the time we took title of real
estate owned. Subsequent reductions in fair value are based upon a price that would be received in a then
current transaction to sell the asset.

Finance Receivables Held for Sale

Originated as held for sale. We determined the fair value of finance receivables held for sale that were
originated as held for sale by reference to available market indicators such as current investor yield
requirements, outstanding forward sale commitments, or negotiations with prospective purchasers, if any.

Originated as held for investment. We determined the fair value of finance receivables held for sale that
were originated as held for investment based on negotiations with prospective purchasers (if any) or by
using projected cash flows discounted at the weighted-average interest rates offered for similar finance
receivables. We based cash flows on contractual payment terms adjusted for estimates of prepayments
and credit related losses.

Investment Securities

To measure the fair value of investment securities (which consist primarily of bonds), we maximized the
use of observable inputs and minimized the use of unobservable inputs. Whenever available, we obtained
quoted prices in active markets for identical assets at the balance sheet date to measure investment
securities at fair value. We generally obtained market price data from exchange or dealer markets.

We estimated the fair value of fixed maturity investment securities not traded in active markets by
referring to traded securities with similar attributes, using dealer quotations and a matrix pricing
methodology, or discounted cash flow analyses. This methodology considers such factors as the issuer’s
industry, the security’s rating and tenor, its coupon rate, its position in the capital structure of the issuer,
yield curves, credit curves, prepayment rates and other relevant factors. For fixed maturity investment
securities that are not traded in active markets or that are subject to transfer restrictions, we adjusted the
valuations to reflect illiquidity and/or non-transferability. Such adjustments are generally based on
available market evidence. In the absence of such evidence, management’s best estimate is used.

We initially estimated the fair value of equity instruments not traded in active markets by reference to the
transaction price. We adjusted this valuation only when changes to inputs and assumptions were
corroborated by evidence such as transactions in similar instruments, completed or pending third-party
transactions in the underlying investment or comparable entities, subsequent rounds of financing,
recapitalizations, and other transactions across the capital structure, offerings in the equity capital
markets, and changes in financial ratios or cash flows. For equity securities that are not traded in active
markets or that are subject to transfer restrictions, we adjusted the valuations to reflect illiquidity and/or
non-transferability. Such adjustments are generally based on available market evidence. In the absence of
such evidence, management’s best estimate is used.

Cash and Cash Equivalents

We estimated the fair value of cash and cash equivalents using quoted prices where available and industry
standard valuation models using market-based inputs when quoted prices were unavailable.
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Short-term Investments

We estimated the fair value of short-term investments using quoted prices where available and industry
standard valuation models using market-based inputs when quoted prices were unavailable.

Derivatives

Our derivatives are not traded on an exchange. The valuation model used to calculate fair value of our
derivative instruments includes a variety of observable inputs, including contractual terms, interest rate
curves, foreign exchange rates, yield curves, credit curves, measure of volatility, and correlations of such
inputs. Valuation adjustments may be made in the determination of fair value. These adjustments include
amounts to reflect counterparty credit quality and liquidity risk. Credit value adjustment and market
valuation adjustment were added to the model as a result of the adoption of SFAS 157. The credit
valuation adjustment adjusts the valuation of derivatives to account for nonperformance risk of our
counter-party with respect to all net derivative assets positions. The credit valuation adjustment also
accounts for our own credit risk in the fair value measurement of all net derivative liabilities’ positions,
when appropriate. The market valuation adjustment adjusts the valuation of derivatives to reflect the fact
that we are an “end-user” of derivative products. As such, the valuation is adjusted to take into account
the bid-offer spread (the liquidity risk), as we are not a dealer of derivative products.

Other Intangible Assets

Historically, we tested our other intangible assets for impairment during the first quarter of each year. We
tested for impairment between these annual reviews if long-term adverse changes developed in the
underlying business. Accordingly, we performed an assessment of our other intangible assets to test for
recoverability in accordance with SFAS 144. The assessment of recoverability was based on our
estimates. We compared projected undiscounted future cash flows to the carrying value of the asset
group. When the test for recoverability identified that the carrying value of the asset group was not
recoverable and the asset group’s fair value was measured in accordance with the fair value measurement
framework, we recognized an impairment charge in operating expenses for the amount by which the
carrying value of the asset group exceeded its estimated fair value. We calculated the amount of the
impairment using the income approach. The income approach uses discounted cash flow projections.
Based on our estimate of a market participant’s view of the risks associated with the projected cash flows,
the discount rate used in these calculations was 20% when we wrote down other intangible assets to zero
fair value in third quarter 2008.

Goodwill

Historically, we tested goodwill for impairment during the first quarter of each year. We tested for
impairment between these annual reviews if long-term adverse changes developed in the underlying
business. Goodwill impairment testing was performed at the “reporting unit” level. We assigned goodwill
to our reporting units at the date the goodwill was initially recorded. We recorded our goodwill in our
branch, centralized real estate, and insurance business segments and all other reporting units (Ocean).
Once goodwill has been assigned to reporting units, it no longer retains its association with a particular
acquisition, and all of the activities within a reporting unit, whether acquired or internally generated, are
available to support the value of the goodwill.

37



We initially assessed the potential for impairment by estimating the fair value of each of our reporting
units and comparing the estimated fair values with the carrying amounts of those reporting units,
including goodwill. The estimate of a reporting unit’s fair value was calculated using the discounted
expected future cash flows approach. If the carrying value of a reporting unit exceeded its estimated fair
value, goodwill associated with that reporting unit was potentially impaired. The amount of impairment
was measured as the excess of the carrying value of goodwill over the estimated fair value of the
goodwill. The estimated fair value of the goodwill was measured as the excess of the fair value of the
reporting unit over the amounts that would be assigned to the reporting unit’s assets and liabilities in a
hypothetical market. Based on our estimate of a market participant’s view of the risks associated with the
projected cash flows, the discount rate used in these calculations was 20% when we wrote down our
goodwill to zero fair value in third quarter 2008.

Long-term Debt

We estimated the fair values of long-term debt using projected cash flows discounted at each balance
sheet date’s market-observable implicit-credit spread rates for our long-term debt and adjusted for foreign
currency translations.

Short-term Debt

We estimated the fair values of bank short-term debt using projected cash flows discounted at each
balance sheet date’s market-observable implicit-credit spread rates for similar types of borrowings with
maturities consistent with those remaining for the short-term debt being valued. The fair values of the
remaining short-term debt approximated the carrying values.

Unused Customer Credit Limits

The unused credit limits available to the customers of AIG Bank, which sells private label receivables to
the Company under a participation agreement, and to the Company’s customers have no fair value. The
interest rates charged on these facilities can be changed at AIG Bank’s discretion for private label, or are
adjustable and reprice frequently for loan and retail revolving lines of credit. These amounts, in part or in
total, can be cancelled at the discretion of AIG Bank or the Company.

Note 14. Legal Contingencies

AGFC and certain of its subsidiaries are parties to various legal proceedings, including certain purported
class action claims, arising in the ordinary course of business. Some of these proceedings are pending in
jurisdictions that permit damage awards disproportionate to the actual economic damages alleged to have
been incurred. Based upon information presently available, we believe that the total amounts, if any, that
will ultimately be paid arising from these legal proceedings will not have a material adverse effect on our
consolidated results of operations or financial position. However, the continued occurrences of large
damage awards in general in the United States, including, in some jurisdictions, large punitive damage
awards that bear little or no relation to actual economic damages incurred by plaintiffs, create the
potential for an unpredictable result in any given proceeding.
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Note 15. Subsequent Events
Conversion of Facility Borrowings into One-Year Term Loans

On July 9, 2009, AGFC and AGFI converted their borrowings under the expiring 364-day committed
credit facility ($2.050 billion for AGFC and $400 million for AGFI) into term loans. The periodic interest
payable on the term loans depends upon the type of term loan selected by the applicable borrower. The
conversion to term loans effectively increased borrowing spreads by 0.35%, which for Eurodollar Loans
(as defined in the credit agreement for the 364-day facility) equals LIBOR plus 3.85% for AGFC, and
LIBOR plus 4.85% for AGFI, based upon current ratings and market conditions. The term loans are not
revolving loans, and as a result, any repaid amounts of principal cannot subsequently be reborrowed. Any
remaining balance of term loans will mature on July 9, 2010, at which time AGFC and AGFI will be
obligated to pay the respective remaining amounts of principal outstanding, plus accrued interest.

On-Balance Sheet Securitization

On July 8, 2009, AGFC, and its subsidiaries MorEquity, Inc., American General Home Equity, Inc. and
American General Financial Services of Arkansas, Inc. (collectively, the “Sellers™), entered into a letter
agreement with Credit Suisse (USA) LLC (“Credit Suisse”), as initial purchaser, and PennyMac Loan
Services, LLC (“PennyMac”), as servicer, to cause the issuance of American General Mortgage Loan
Trust 2009-1 mortgage-backed certificates (“Certificates”) in a private transaction (the “Securitization™).
The Securitization was completed on July 30, 2009.

In connection with the Securitization, AGFC, as guarantor, the Sellers, as sellers, and Third Street
Funding LLC (“Third Street”), a special purpose vehicle wholly owned by AGFC, as purchaser, executed
a Mortgage Loan Purchase Agreement, dated July 30, 2009 (the “Mortgage Purchase Agreement”), which
provided for the sale by the Sellers to Third Street of approximately $1.966 billion in aggregate unpaid
principal balances of the Sellers” mortgage loans and associated rights (the “Loans”). Concurrently, Third
Street, as depositor, PennyMac, as servicer, MorEquity, as interim subservicer, and certain other parties
entered into a Pooling and Servicing Agreement, dated July 30, 2009 (the “Pooling Agreement”), that
formed a trust to issue $1.573 billion in initial principal balance of trust certificates to Third Street in
exchange for the Loans. The Pooling Agreement also outlined the procedures for servicing the Loans.
Under certain circumstances, the Sellers (or AGFC, under its guarantee of certain of the Sellers’
obligations) may be required to repurchase Loans that fail to meet certain criteria specified in the
Mortgage Purchase Agreement (“Deficient Loans”), or to substitute substantially similar mortgage loans
for Deficient Loans.

Also in connection with the Securitization, Third Street, as depositor, entered into a Purchase Agreement,
dated July 30, 2009 (the “Purchase Agreement”), with Credit Suisse, as purchaser, for the sale by Third
Street to Credit Suisse of $1.180 billion of senior Certificates with a 5.75% coupon. Third Street received
initial cash proceeds, after the sales discount but before expenses, of $967.3 million, and retained
subordinated and residual interest trust certificates.

AGFC will incur a reported interest expense on the senior Certificates, the amount of which (in addition
to the 5.75% coupon and sales discount) will depend upon the actual repayment rates and losses
experienced with respect to the underlying mortgage loans. The prevailing market conditions and the
servicing and modification activities of the servicer will also influence the performance of the mortgage
loans, and thus the actual annualized interest expense rate incurred by AGFC.
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HAMP Participation

On July 17, 2009, MorEquity entered into a Commitment to Purchase Financial Instrument and Servicer
Participation Agreement (the Agreement) with the Federal National Mortgage Association, as financial
agent for the United States, which provides for participation in the Home Affordable Modification
Program (the HAMP Program) sponsored by the United States Department of the Treasury. As part of a
Securities Purchase Agreement between AIG and the United States Department of the Treasury dated
April 17, 2009, AIG agreed that its subsidiaries that are eligible will join the HAMP Program and will
comply with the HAMP Program guidelines.

MorEquity entered into the Agreement as the servicer with respect to AGFC’s centralized real estate
finance receivables, which at June 30, 2009 totaled approximately $7.2 billion. The HAMP Program is
designed to assist certain eligible homeowners who are at risk of foreclosure by applying loan
modification requirements in a stated order of succession until their monthly payments are lowered to a
specified percentage target of their monthly gross income.

MorEquity, as a participant in the HAMP Program, may receive an initial incentive payment for each
modified loan, plus additional incentives if the borrower stays in the HAMP Program.

AGFC’s historical loan modification approach has been to determine whether and what type of
modification is warranted on an individual loan basis. However, the HAMP Program utilizes a
prescriptive approach. MorEquity’s participation in the HAMP Program will reduce AGFC’s income to
the extent that MorEquity modifies loans to reduce the interest rate, to forbear principal, or to extend the
term of the loan, among other things. These amounts may be partially offset by fees that the United States
Department of the Treasury pays to MorEquity, to the extent that MorEquity qualifies for those fees.
AGFC also anticipates increased servicing expenses in connection with the HAMP Program because
MorEquity’s loan systems will have to be modified to accommodate processing of HAMP Program
modifications, and to comply with HAMP Program reporting, escrow and other requirements.

Affiliate Lending

On August 11, 2009, AGFC made a loan of $750.0 million to AIG under a demand note dated August 11,
2009 and the demand note agreement between AGFC and AIG dated March 24, 2009. The interest rate
for the unpaid principal balance is overnight LIBOR plus 50 basis points. Interest is payable monthly, and
principal and interest also are payable on demand at any time, provided that notice of demand is delivered
to AIG at least one business day prior to the date payment is demanded. AIG may repay principal and
interest at any time without penalty. The cash used to fund this loan came from proceeds from AGFC’s
July 2009 securitization and from operations. This loan is subject to a subordination agreement in favor of
the FRBNY and was made as a short-term investment source for excess cash and to facilitate AlIG’s
obligation to manage its excess cash and excess cash held by its subsidiaries under the FRBNY Facility.

40



Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q and our other publicly available documents may include, and the
Company’s officers and representatives may from time to time make, statements which may constitute
“forward-looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995.
These statements are not historical facts but instead represent only our belief regarding future events,
many of which are inherently uncertain and outside of our control. These statements may address, among
other things, our strategy for growth, product development, regulatory approvals, market position,
financial results and reserves. Our actual results and financial condition may differ from the anticipated
results and financial condition indicated in these forward-looking statements. The important factors, many
of which are outside of our control, that could cause our actual results to differ, possibly materially,
include, but are not limited to, the following:

the ability and intent of AIG to provide funding to the Company, including AlIG’s ability to
continue as a going concern;

our ability to comply with our debt covenants;

lack of access to the capital markets or the sufficiency of our current sources of funds to satisfy
our cash flow requirements;

changes in the rate at which we can collect or potentially sell our finance receivable portfolio;

the impact of our on-balance sheet securitization;

changes in general economic conditions, including the interest rate environment in which we
conduct business, the residential housing market, and the financial markets through which we can
access capital and also invest cash flows from the insurance business segment;

changes in the competitive environment in which we operate, including the demand for our
products, customer responsiveness to our distribution channels, and the formation of business
combinations among our competitors;

the effectiveness of our credit risk scoring models in assessing the risk of customer unwillingness
or inability to repay;

shifts in collateral values, contractual delinquencies, and credit losses;

levels of unemployment and personal bankruptcies;

adverse credit ratings actions on our debt;

constraints on our business resulting from the FRBNY Credit Agreement, including on our ability
to pursue (and retain proceeds from) certain funding sources without AIG receiving prior consent
from the FRBNY;

changes in laws, regulations, or regulator policies and practices that affect our ability to conduct
business or the manner in which we conduct business, such as licensing requirements, pricing
limitations or restrictions on the method of offering products, as well as changes that may result
from increased regulatory scrutiny of the sub-prime lending industry;

the effects of our participation in the HAMP Program;

the costs and effects of any litigation or governmental inquiries or investigations involving the
Company, including those that are determined adversely to us;

changes in accounting standards or tax policies and practices and the application of such new
policies and practices to the manner in which we conduct business;

our ability to mitigate any adverse effects that may occur as a result of AIG’s intention to explore
divestiture opportunities for certain of its businesses and assets, including the Company;

our ability to maintain sufficient capital levels in our regulated and unregulated subsidiaries;
changes in our ability to attract and retain employees or key executives to support our businesses;
natural or accidental events such as earthquakes, hurricanes, tornadoes, fires, or floods affecting
our customers, collateral, and branches or other operating facilities; and

war, acts of terrorism, riots, civil disruption, pandemics, or other events disrupting business or
commerce.
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We also direct readers to other risks and uncertainties discussed in “Risk Factors” in Part 1, Item 1A of
this Quarterly Report on Form 10-Q and in other documents we file with the SEC (including “Risk
Factors” in Part I, Item 1A of our Annual Report on Form 10-K for the fiscal year ended December 31,
2008). We are under no obligation (and expressly disclaim any obligation) to update or alter any forward-
looking statement, whether written or oral, that we may make from time to time, whether as a result of
new information, future events or otherwise.

MARKET AND LIQUIDITY DEVELOPMENTS

In the Company’s Annual Report on Form 10-K for the fiscal year ended December 31, 2008, we
disclosed the conditions and events that led management to conclude that we would have adequate
liquidity to finance and operate our business and repay our obligations for at least the next twelve months.

Liquidity of the Company and AIG

Since the events of September 2008 and through the filing of this report, our traditional borrowing
sources, including our ability to issue debt in the capital markets, have remained unavailable, and
management does not expect them to become available to us in the near future. Our liquidity concerns,
dependency on AIG, results of our operations and the uncertainty regarding the availability of support
from AIG have impacted our credit ratings.

In light of AIG’s current financial situation, AlG has been dependent on the FRBNY Facility provided by
the FRBNY Credit Agreement and other transactions with the FRBNY and the Department of the
Treasury, as its primary sources of liquidity.

On March 2, 2009, the U.S. government issued a statement describing their commitment to continue to
work with AIG to maintain its ability to meet its obligations as they become due.

In connection with the preparation of AIG’s Quarterly Report on Form 10-Q for the quarterly period
ended June 30, 2009, AIG management assessed AIG’s ability to continue as a going concern. Based on
the U.S. government’s continuing commitment to AIG, AIG’s recently completed transactions and the
other expected transactions with the FRBNY, and AIG management’s plans to stabilize its businesses and
dispose of certain of its non-core assets, and after consideration of the risks and uncertainties of such
commitment and plans, AIG management believes that AIG will have adequate liquidity to finance and
operate its businesses, execute its asset disposition plan, and repay its obligations for at least the next
twelve months.

It is possible that the actual outcome of one or more of AIG management’s plans could be materially
different, or that one or more of AIG management’s significant judgments or estimates about the potential
effects of the above-mentioned risks and uncertainties could prove to be materially incorrect or that AlIG’s
proposed transactions with the FRBNY will not be consummated or fail to achieve their desired
objectives. If one or more of these possible outcomes is realized, AIG may need additional U.S.
government support to meet its obligations as they become due. If AIG is not able to meet its obligations
as they become due, it will have a negative impact on our business and results of operations and on our
ability to borrow funds from AIG, to make our debt payments, and to issue new debt.
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Progress on Management’s Plan for Stabilization of the Company
and Repayment of Our Obligations as They Become Due

In addition to finance receivable collections, management is exploring additional initiatives to meet our
financial and operating obligations. These initiatives include additional on-balance sheet securitizations,
portfolio sales, and expense reductions. In addition, we may be able to improve our liquidity position by
further reducing our originations of finance receivables. During the first six months of 2009, we closed
145 branch offices, reduced retail sales financing operations, reduced our humber of employees by 900
through reductions in force and attrition, and sold $1.4 billion of finance receivables held for sale. In July
2009, we securitized $1.9 billion of real estate loans and received $967.3 million in initial cash proceeds
after the sales discount but before expenses. If our sources of liquidity are not sufficient to meet our
contractual obligations as they become due over the next twelve months, we will seek additional funding
from AIG, which funding would be subject to AlG receiving the consent of the FRBNY. AIG intends to
provide such support through August 15, 2010. However, we may implement further measures to
preserve our liquidity and capital, including additional on-balance sheet securitizations, portfolio sales,
expense reductions, branch closures, and reductions in production. The exact nature and magnitude of any
additional measures will be driven by prevailing market conditions, our available resources and needs,
and the results of our operations.

Management’s Assessment and Conclusion

In assessing our current financial position and developing operating plans for the future, management has
made significant judgments and estimates with respect to the potential financial and liquidity effects of
our risks and uncertainties, including but not limited to:

o the ability and intent of AIG to provide funding to the Company;

e our ability to comply with our debt covenants;

e the amount of cash expected to be received from our finance receivable portfolio through

collections (including prepayments) and receipt of finance charges, which could be materially

different than our estimates;

our ability to complete additional on-balance sheet securitizations and portfolio sales;

renewed access to debt or general credit markets;

adverse credit ratings actions on our debt;

the potential adverse effect on the Company relating to intercompany transactions with AlG,

including derivatives and intercompany borrowings, if AIG’s liquidity position deteriorates or if

AIG is not able to continue as a going concern;

e constraints on our business resulting from the FRBNY Credit Agreement and other AIG
agreements, including limitations on our ability to pursue (and retain proceeds from) certain
funding sources, such as additional on-balance sheet securitizations and portfolio sales, without
AIG receiving prior consent from the FRBNY;

o the potential for continued declines in bond and equity markets;

o the potential effect on the Company if the capital levels of our regulated and unregulated
subsidiaries prove inadequate to support current business plans;

o the potential loss of key personnel; and

o the potential for additional unforeseen cash demands or accelerations of obligations.

After consideration of the above factors, primarily AIG’s intention to continue to support us, as expressed
in AIG’s Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2009, based on our
estimates and taking into account the risks and uncertainties of such plans, we believe that we will have
adequate liquidity to finance and operate our businesses and repay our obligations for at least the next
twelve months.
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It is possible that the actual outcome of one or more of our plans could be materially different than
expected or that one or more of our significant judgments or estimates about the potential effects of the
risks and uncertainties could prove to be materially incorrect.

CAPITAL RESOURCES AND LIQUIDITY

Capital Resources

Our capital has varied primarily with the amount of net finance receivables. We have based our mix of
debt and equity, or “leverage”, primarily upon maintaining leverage that supports cost-effective funding.

June 30, 2009 2008

(dollars in millions) Amount Percent Amount Percent
Long-term debt $18,876.1 81% $20,899.5 75%
Short-term debt 2,064.7 9 3,662.1 13
Total debt 20,940.8 90 24,561.6 88
Equity 2,305.6 10 3,291.2 12
Total capital $23,246.4 100% $27,852.8 100%
Net finance receivables $20,712.8 $25,763.2

We have issued a combination of fixed-rate debt, principally long-term, and floating-rate debt, both long-
term and short-term. AGFC obtained our fixed-rate funding by issuing public or private long-term debt
with maturities primarily ranging from three to ten years. Until September 2008, AGFC obtained most of
our floating-rate funding by issuing and refinancing commercial paper and by issuing long-term, floating-
rate debt. We have issued commercial paper, with maturities ranging from 1 to 270 days, to banks,
insurance companies, corporations, and other institutional investors. At June 30, 2009, we had no
issuances of commercial paper outstanding.

From 2001 through 2006, we targeted our leverage to be a ratio of 7.5x of debt to tangible equity, where
tangible equity equaled total shareholder’s equity less goodwill and accumulated other comprehensive
(loss) income. Beginning in the first quarter of 2007, we changed our method of measuring target
leverage primarily to accommodate AGFC’s issuance of $350.0 million aggregate principal amount of 60-
year junior subordinated debentures (“hybrid debt”) following our acquisition of Ocean in January 2007.
The debentures underlie a series of trust preferred securities sold by a trust sponsored by AGFC in a Rule
144A/Regulation S offering. AGFC can redeem the debentures at par beginning in January 2017. Based
upon the terms of these junior subordinated debentures, credit rating agencies have acknowledged that
until January 2017, at least 75% of such hybrid debt will be afforded equity treatment in their
measurement of AGFC’s leverage.

Accordingly, beginning in first quarter 2007, our targeted leverage was changed to 7.5x of adjusted debt
to adjusted tangible equity, where adjusted debt equals total debt less 75% of hybrid debt and where
adjusted tangible equity equals total shareholder’s equity plus 75% of hybrid debt and less goodwill, other
intangible assets, and accumulated other comprehensive (loss) income. Due to the Company’s and AIG’s
liquidity positions, our primary capitalization efforts have been focused on improving liquidity and
maintaining compliance with our existing debt agreements, and not on achieving our target leverage. This
focus (which will likely continue as long as liquidity challenges persist) could result in AGFC’s actual
leverage being different than our most recent target leverage. Our adjusted tangible leverage at June 30,
2009 was 7.84x compared to 7.50x at June 30, 2008, and 9.23x at December 31, 2008. In calculating June
30, 2009 leverage, management deducted $1.2 billion of cash equivalents from adjusted debt, resulting in
an effective adjusted tangible leverage of 7.37x (including the $800 million loaned to AIG under a
demand note as a cash equivalent debt reduction would lower this June 30, 2009 leverage measurement to
7.06x). In calculating December 31, 2008 leverage, management deducted $563.2 million of cash
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equivalents from adjusted debt, resulting in an effective adjusted tangible leverage of 9.00x. Adjusted
tangible leverage and effective adjusted tangible leverage each exceeded 7.5x at December 31, 2008 due
to the determination that the Company would be required to establish a $603.2 million valuation reserve
against its deferred tax assets.

The Company’s 364-day facility (now a one-year term loan) contains a capital support agreement (for the
benefit of the lenders under the facility) with AlG, whereby AlG agrees to cause AGFC to maintain: (a) a
consolidated net worth (stockholder’s equity minus the amount of accumulated other comprehensive
income or loss) of at least $2.200 billion; and (b) an adjusted tangible leverage at or below 8.0x (further
adjusting for excess cash for a calculated “support leverage™). At June 30, 2009, the support agreement’s
measurement of consolidated net worth was $2.377 billion. If AIG terminates the capital support
agreement or does not comply with its terms, the 364-day facility would require renegotiation or
repayment. At December 31, 2008, AGFC’s support leverage was 8.99x. During March 2009, AIG
caused AGFC to receive a $600.0 million capital contribution that would have reduced AGFC’s support
leverage at December 31, 2008 to 7.05x, in addition to supporting AGFC leverage at March 31, 2009. At
June 30, 2009, the leverage measurement under the support agreement was 7.40x. Further capital
infusions into the Company would require AlG to obtain the consent of the FRBNY under the FRBNY
Credit Agreement.

Reconciliations of total debt to adjusted debt were as follows:

June 30, June 30, December 31,
(dollars in millions) 2009 2008 2008
Total debt $20,940.8 $24,561.6 $23,197.9
75% of hybrid debt (262.0) (261.9) (262.0)
Adjusted debt $20,678.8 $24,299.7 $22,935.9

Reconciliations of equity to adjusted tangible equity were as follows:

June 30, June 30, December 31,
(dollars in millions) 2009 2008 2008
Equity $2,305.6 $3,291.2 $2,094.5
75% of hybrid debt 262.0 261.9 262.0
Goodwill - (336.3) -
Other intangible assets - (93.7) -
Accumulated other comprehensive loss 71.1 117.1 129.1
Adjusted tangible equity $2,638.7 $3,240.2 $2,485.6

Certain debt agreements of the Company contain terms that could result in acceleration of payments.
Under certain circumstances, an event of default or declaration of acceleration under the borrowing
agreements of the Company could also result in an event of default and declaration of acceleration under
other borrowing agreements of the Company, as well as for AIG under the FRBNY Credit Agreement.

During the three months ended March 31, 2009, a mandatory trigger event occurred under AGFC’s
hybrid debt. A mandatory trigger event requires AGFC to defer interest payments to the junior
subordinated debt holders unless AGFC obtains non-debt capital funding in an amount equal to all
accrued and unpaid interest on the hybrid debt, otherwise payable on the next interest payment date.
During March 2009, AGFC received $10.5 million in capital contributions to satisfy the July 2009
interest payments required by AGFC’s hybrid debt.
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Liquidity Facilities

We historically maintained credit facilities to support the issuance of commercial paper and to provide an
additional source of funds for operating requirements. Due to the extraordinary events in the credit
markets, AIG’s liquidity issues, and our reduced liquidity, we borrowed all available commitments under
our primary credit facilities ($400.0 million of which was borrowed by AGFI) during September 2008.
AGFC does not guarantee any borrowings of AGFI.

As of June 30, 2009, our primary committed credit facilities were as follows:

(dollars in millions)
Committed Drawn

Facility Amount by AGFC Expiration
364-day facility* $2,450.0 $2,050.0 July 2009
Multi-year facility 2,125.0 2,125.0 July 2010
Total $4,575.0 $4,175.0

* AGFI was an eligible borrower under the 364-day facility for up to $400.0 million, which was fully drawn during
September 2008 and remained outstanding at June 30, 2009. On July 9, 2009, we converted the outstanding
amount under our expiring 364-day facility into one-year term loans.

Each of the facilities has required that AGFC remain directly or indirectly majority-owned by AIG. If
AIG were to divest the Company, we would be required to renegotiate or repay the facilities. Outstanding
borrowings under the committed credit facilities totaled $65.0 million at June 30, 2008.

On July 9, 2009, we converted the outstanding amount under our expiring 364-day facility into one-year
term loans. Any remaining balance of the term loans will mature on July 9, 2010, at which time AGFC
and AGFI will be obligated to pay the respective remaining amounts of principal outstanding, plus
accrued interest. See Note 15 of the Notes to Condensed Consolidated Financial Statements for further
information on the conversion of the facility borrowings into one-year term loans.

If other funding to repay our credit facilities is unavailable, we will seek to replace or extend the facilities
on or prior to their expirations. However, there can be no assurance that we will be able to obtain
replacements or extensions.

AGFC and certain of its subsidiaries also had an uncommitted credit facility of $75.0 million at June 30,
2009 and 2008. A portion of the uncommitted facility was shared with AGFI and could be increased
depending upon lender ability to participate its loans under the facility. There were no amounts
outstanding under the uncommitted credit facility at June 30, 2009 or 2008.

Liquidity

Traditionally, our sources of funds have included cash flows from operations, issuances of long-term debt
in domestic and foreign markets, short-term borrowings in the commercial paper market, borrowings
from banks under credit facilities, and sales of finance receivables. AGFC has also received capital
contributions from its parent to support finance receivable growth and maintain targeted leverage. Subject
to insurance regulations, we also have the ability to receive dividends from our insurance subsidiaries.
AGFC received $466.0 million of dividends from its insurance subsidiaries during 2008, $155.0 million
during January 2009, and $45.0 million during February 2009. The majority of these insurance subsidiary
dividends during the past twelve months exceeded insurance company ordinary dividend levels and
required regulatory approval before they could be paid. There can be no assurance that any regulatory
approvals for such future dividends will be obtained.
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Due to the significant disruption in the U.S. residential mortgage and credit markets, AIG’s liquidity
issues, and our reduced liquidity, we borrowed all available commitments under our primary credit
facilities during September 2008. In addition, we borrowed funds from AIG Funding, Inc. (AIG Funding)
under a demand note agreement. Until there is a significant improvement in credit markets or we have a
financially stronger parent, we anticipate that our primary sources of funds to support operations and
repay obligations will be finance receivable collections from operations, while we significantly limit our
lending activities and focus on expense reductions. Alternative funding sources currently under evaluation
include additional on-balance sheet securitizations, portfolio sales, and borrowings from AIG Funding.
Accessing these funding sources is uncertain and may require AlG to obtain the consent of the FRBNY
under the FRBNY Credit Agreement.

The principal factors that could decrease our liquidity are customer non-payment, a decline in customer
prepayments, a prolonged inability to access our historical capital market sources, and AIG’s inability to
provide funding. We intend to support our liquidity position by operating the Company utilizing the
following strategies:

e limiting net originations and purchases of finance receivables and having more restrictive
underwriting standards and pricing for such loans; and

e pursuing possible alternative funding sources, including additional on-balance sheet
securitizations, portfolio sales, and borrowings from AIG Funding.

However, it is possible that the actual outcome of one or more of our plans could be materially different
than expected or that one or more of our significant judgments or estimates could prove to be materially
incorrect.

Principal sources and uses of cash were as follows:

Six Months Ended June 30,
(dollars in millions) 2009 2008

Principal sources of cash:
Sales of finance receivables held for sale originated

as held for investment $1,402.5 $ -
Net collections/originations and purchases of finance receivables 1,381.6 -
Capital contributions 601.1 158.0
Operations 296.0 544.3
Total $3,681.2 $ 702.3

Principal uses of cash:

Net repayment/issuances of debt $2,322.5 $1,207.9
Establishment of note receivable from affiliate 800.5 -
Net collections/originations and purchases of finance receivables - 1,213.2
Total $3,123.0 $2,421.1

During March 2009, AGFC repaid the $419.5 million (plus interest) owed under the demand note
agreement with AIG Funding and, on March 24, 2009, loaned $800.0 million to AIG under a demand
note that is callable on one business day’s notice. The cash used to fund the repayment of the demand
note and the loan to AIG came from asset sale proceeds, operations, insurance subsidiary dividends, and
the AIG capital contribution received in March 2009. This loan is subject to a subordination agreement in
favor of the FRBNY. This repayment and loan to AIG were made as a short-term investment source for
excess cash and to facilitate AIG’s obligation to manage its excess cash and excess cash held by its
subsidiaries under the FRBNY Facility.
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CRITICAL ACCOUNTING ESTIMATES
Allowance for Finance Receivable Losses

We consider our most critical accounting estimate to be the establishment of an adequate allowance for
finance receivable losses. Our Credit Strategy and Policy Committee evaluates our finance receivable
portfolio monthly. The Credit Strategy and Policy Committee exercises its judgment, based on
guantitative analyses, qualitative factors, and each committee member’s experience in the consumer
finance industry, when determining the amount of the allowance for finance receivable losses. If the
committee’s review concludes that an adjustment is necessary, we charge or credit this adjustment to
expense through the provision for finance receivable losses. On a quarterly basis, AIG’s Chief Credit
Officer and the Chief Financial Officer of AIG’s Financial Services Division review and approve the
conclusions reached by the committee. We consider this estimate to be a critical accounting estimate that
affects the net income of the Company in total and the pretax operating income of our branch and
centralized real estate business segments. We document the adequacy of the allowance for finance
receivable losses, the analysis of the trends in credit quality, and the current economic conditions
considered by the Credit Strategy and Policy Committee to support its conclusions. See Analysis of
Operating Results and Financial Condition — Provision for Finance Receivable Losses for further
information on the allowance for finance receivable losses.

Valuation Allowance on Deferred Tax Assets

At June 30, 2009, net deferred tax assets after valuation allowance totaled $23.5 million. SFAS No. 109,
“Accounting for Income Taxes” (SFAS 109) permits a deferred tax asset to be recorded if the asset meets
a more likely than not standard (i.e. more than 50 percent likely) that the asset will be realized.
Realization of our net deferred tax asset depends on our ability to generate sufficient taxable income of
the appropriate character within the carryforward periods of the jurisdictions in which the net operating
and capital losses, deductible temporary differences and credits were generated. Because the realization of
the deferred tax assets relies on a projection of future income, we view this as a critical accounting
estimate.

When making our assessment about the realization of our deferred tax assets at June 30, 2009, we
considered all available evidence, including:

e the nature, frequency, and severity of current and cumulative financial reporting losses;
the carryforward periods for the net operating and capital loss carryforwards;

o the sources and timing of future taxable income, giving greater weight to discrete sources and to
earlier future years in the forecast period; and

e tax planning strategies that would be implemented, if necessary, to accelerate taxable amounts.

Other Intangible Assets Impairment

Other intangible assets consisted of trade names, broker relationships, customer relationships, investor
relationships, employment agreements, non-compete agreements, and lender panel (group of lenders for
whom Ocean performs loan origination services). Historically, we tested our other intangible assets for
impairment during the first quarter of each year. We tested for impairment between these annual reviews
if long-term adverse changes developed in the underlying business. Accordingly, we performed an
assessment of our other intangible assets to test for recoverability in accordance with SFAS 144. The
assessment of recoverability was based on our estimates. We compared projected undiscounted future
cash flows to the carrying value of the asset group. When the test for recoverability identified that the
carrying value of the asset group was not recoverable and the asset group’s fair value was measured in
accordance with the fair value measurement framework, we recognized an impairment charge in
operating expenses for the amount by which the carrying value of the asset group exceeded its estimated
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fair value. We calculated the amount of the impairment using the income approach. The income approach
uses discounted cash flow projections. Based on our estimate of a market participant’s view of the risks
associated with the projected cash flows, the discount rate used in these calculations was 20%. In
accordance with the provisions of SFAS 144, in third quarter 2008 we wrote down other intangible assets
to zero fair value, reflecting our reduced discounted cash flow expectations.

Goodwill Impairment

Historically, we tested goodwill for impairment during the first quarter of each year. We tested for
impairment between these annual reviews if long-term adverse changes developed in the underlying
business. Goodwill impairment testing was performed at the “reporting unit” level. We assigned goodwill
to our reporting units at the date the goodwill was initially recorded. We recorded our goodwill in our
branch, centralized real estate, and insurance business segments and all other reporting units (Ocean).
Once goodwill has been assigned to reporting units, it no longer retains its association with a particular
acquisition, and all of the activities within a reporting unit, whether acquired or internally generated, are
available to support the value of the goodwill.

We initially assessed the potential for impairment by estimating the fair value of each of our reporting
units and comparing the estimated fair values with the carrying amounts of those reporting units,
including goodwill. The estimate of a reporting unit’s fair value was calculated using the discounted
expected future cash flows approach. If the carrying value of a reporting unit exceeded its estimated fair
value, goodwill associated with that reporting unit was potentially impaired. The amount of impairment
was measured as the excess of the carrying value of goodwill over the estimated fair value of the
goodwill. The estimated fair value of the goodwill was measured as the excess of the fair value of the
reporting unit over the amounts that would be assigned to the reporting unit’s assets and liabilities in a
hypothetical market. Based on our estimate of a market participant’s view of the risks associated with the
projected cash flows, the discount rate used in these calculations was 20%. In accordance with the
provisions of SFAS No. 142, “Goodwill and Other Intangible Assets” (SFAS 142), in third quarter 2008
we wrote down our goodwill to zero fair value, reflecting our reduced discounted cash flow expectations.
This impairment charge was recorded in operating expenses.

OFF-BALANCE SHEET ARRANGEMENTS

We have no off-balance sheet arrangements as defined by SEC rules.
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SEGMENTS

See Note 11 of the Notes to Condensed Consolidated Financial Statements for a description of our
business segments.

The following statistics are derived from the Company’s segment reporting and are presented on a GAAP
basis. We believe the following segment statistics are relevant to the reader because they are used by
management to analyze and evaluate the performance of our business segments. “All Other” includes
items that are not identified as part of our business segments and are excluded from our segment
reporting. Selected statistics for the business segments were as follows:

At or for the
Three Months Ended Six Months Ended
June 30, June 30,
(dollars in millions) 2009 2008 2009 2008
Net finance receivables:
Branch real estate loans $ 8,575.3 $ 9,264.8
Centralized real estate 7,179.5 10,450.8
Branch non-real estate loans 3,504.8 4,132.6
Branch retail sales finance 1,678.3 2,164.2
Total segment net finance receivables 20,937.9 26,012.4
All other (225.1) (249.2)
Net finance receivables $20,712.8  $25,763.2
Yield:
Branch real estate loans 9.34% 10.15% 9.45% 10.43%
Centralized real estate 5.93 6.19 6.03 6.22
Branch non-real estate loans 20.32 20.28 20.27 20.49
Branch retail sales finance 11.89 11.59 11.48 11.65
Total segment yield 10.11 10.27 10.12 10.34
All other effect on yield 0.06 (0.04) 0.06 0.02
Total yield 10.17 10.23 10.18 10.36
Charge-off ratio:
Branch real estate loans 3.18% 1.45% 2.95% 1.32%
Centralized real estate 2.00 0.55 1.67 0.43
Branch non-real estate loans 8.31 5.70 8.16 5.41
Branch retail sales finance 5.21 3.28 4.86 3.13
Total segment charge-off ratio 3.75 1.90 3.48 1.73
All other effect on charge-off ratio 0.04 (0.13) 0.05 (0.06)
Total charge-off ratio 3.79 1.77 3.53 1.67
Delinquency ratio:
Branch real estate loans 5.98% 4.05%
Centralized real estate 6.39 3.04
Branch non-real estate loans 4.87 443
Branch retail sales finance 3.54 2.46
Total segment delinquency ratio 5.71 3.58
All other effect on delinquency ratio 0.07 0.04
Total delinquency ratio 5.78 3.62
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There are many different categorizations used in the consumer lending industry to describe the
creditworthiness of a borrower, including “prime”, “non-prime”, and “sub-prime”. While there are no
industry-wide agreed upon definitions for these categorizations, many market participants utilize third
party credit scores as a means to categorize the creditworthiness of the borrower and his or her finance
receivable. Our finance receivable underwriting process does not use third party credit scores as a primary
determinant for credit decisions. However, for informational purposes, we present below our net finance
receivables and delinquency ratios grouped into the following categories based solely on borrower Fair
Isaac & Co. (FICO) credit scores at the date of origination or renewal:

e Prime: Borrower FICO score greater than or equal to 660
e Non-prime: Borrower FICO score greater than 619 and less than 660
e Sub-prime: Borrower FICO score less than or equal to 619

Many finance receivables included in the “prime” category below might not meet other market definitions
of prime loans due to certain characteristics of the borrowers, such as their elevated debt-to-income ratios,
lack of income stability, or level of income disclosure and verification, as well as credit repayment history
or similar measurements.

FICO-delineated prime, non-prime, and sub-prime categories for net finance receivables for the business
segments were as follows:

June 30,
(dollars in millions) 2009 2008

Net finance receivables:
Branch real estate loans:

Prime $1,489.7 $ 1,576.9
Non-prime 1,600.9 1,715.1
Sub-prime 5,467.7 5,846.0
Other/FICO unavailable 17.0 126.8
Total $8,575.3 $ 9,264.8
Centralized real estate loans:
Prime $5,406.7 $ 8,000.8
Non-prime 1,283.3 1,765.8
Sub-prime 486.3 643.2
Other/FICO unavailable 3.2 41.0
Total $7,179.5 $10,450.8
Branch non-real estate loans:
Prime $ 6145 $ 669.6
Non-prime 786.1 983.0
Sub-prime 2,086.5 2,364.2
Other/FICO unavailable 17.7 115.8
Total $3,504.8 $ 4,132.6
Branch retail sales finance:
Prime $1,094.7 $ 1,381.3
Non-prime 240.9 320.5
Sub-prime 328.4 388.1
Other/FICO unavailable 14.3 74.3
Total $1,678.3 $ 2,164.2
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FICO-delineated prime, non-prime, and sub-prime categories for delinquency ratios for the business

segments were as follows:

June 30, 2009 2008
Delinquency ratio:
Branch real estate loans:
Prime 3.15% 1.66%
Non-prime 5.49 3.04
Sub-prime 6.90 5.00
Other/FICO unavailable 5.32 3.47
Total 5.98 4,05
Centralized real estate loans:
Prime 5.00% 2.15%
Non-prime 10.70 6.04
Sub-prime 10.38 5.94
Other/FICO unavailable 2.96 14.08
Total 6.39 3.04
Branch non-real estate loans:
Prime 2.81% 2.35%
Non-prime 4.28 3.63
Sub-prime 5.71 5.29
Other/FICO unavailable 2.79 5.54
Total 4.87 443
Branch retail sales finance:
Prime 1.95% 1.12%
Non-prime 6.49 4.29
Sub-prime 7.07 5.84
Other/FICO unavailable 2.07 2.83
Total 3.54 2.46
ANALYSIS OF OPERATING RESULTS AND FINANCIAL CONDITION
Net Loss

Three Months Ended

Six Months Ended

June 30, June 30,

(dollars in millions) 2009 2008 2009 2008
Net loss $(227.2) $(31.8) $(467.8) $(62.6)

Amount change $(195.4) $(73.3) $(405.2) $(82.2)

Percent change (615)% 177)% (648)% (420)%
Return on average assets (3.68)% (0.43)% (3.74)% (0.43)%
Return on average equity (37.11)% (3.83)% (39.94)% (3.82)%
Ratio of earnings to fixed charges 0.09x 0.79x 0.11x 0.82x
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During 2008 and the six months ended June 30, 2009, the U.S. residential real estate markets and credit
markets experienced significant disruption as housing prices continued to generally decline,
unemployment increased, consumer delinquencies increased, and credit availability contracted and
became more expensive for consumers and financial institutions. These market developments contributed
to our net loss for the three and six months ended June 30, 2009 and 2008.

Decreased property values that accompany a market downturn can reduce a borrower’s ability to
refinance his or her mortgage. In addition, interest rate resets on adjustable-rate loans could negatively
impact a borrower’s ability to repay. Defaults by borrowers on real estate loans could cause losses to us,
could lead to increased claims relating to non-prime or sub-prime mortgage origination practices, and
could encourage increased or changing regulation. Any increased or changing regulation could limit the
availability of, or require changes in, the terms of certain real estate loan products and could also require
us to devote additional resources to comply with that regulation.

Net loss for the three and six months ended June 30, 2009 and 2008 reflected higher provision for finance
receivable losses, as a result of our higher levels of delinquency and net charge-offs, and lower finance
charges reflecting sales of real estate loan portfolios as part of our liquidity management efforts. See
Finance Charges and Provision for Finance Receivable Losses for further information.

See Note 11 of the Notes to Condensed Consolidated Financial Statements for information on the results
of the Company’s business segments.

For a discussion of risk factors relating to our businesses, see “Risk Factors” in Part Il, Item 1A of this
Quarterly Report on Form 10-Q and in Part I, Item 1A of our Annual Report on Form 10-K for the fiscal
year ended December 31, 2008.

Factors that affected the Company’s operating results were as follows:

Finance Charges

Finance charges by type were as follows:

Three Months Ended Six Months Ended
June 30, June 30,

(dollars in millions) 2009 2008 2009 2008
Real estate loans $ 3177 $ 3916 $ 657.3 $ 780.6
Non-real estate loans 183.0 207.2 375.0 406.2
Retail sales finance 53.1 58.6 108.9 118.3
Total $ 553.8 $ 6574 $ 1,141.2 $ 1,305.1
Amount change $ (1036) $ 319 $ (1639) $ 605
Percent change (16)% 5% (13)% 5%
Average net receivables $21,837.0 $25,815.8 $22,571.7 $25,322.8
Yield 10.17% 10.23% 10.18% 10.36%
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Finance charges (decreased) increased due to the following:

Three Months Ended Six Months Ended
June 30, June 30,
(dollars in millions) 2009 2008 2009 2008
Change in average net receivables $(101.5) $55.4 $(140.4) $88.8
Decrease in yield (2.1) (23.5) (18.0) (34.6)
Change in number of days - - (5.5) 6.3
Total $(103.6) $31.9 $(163.9) $60.5

Average net receivables and changes in average net receivables by type when compared to the same
periods for the previous year were as follows:

Three Months Ended June 30, 2009 2008

(dollars in millions) Amount Change Amount Change
Real estate loans $16,434.3 $(3,094.0) $19,528.3 $1,170.8
Non-real estate loans 3,6134 (512.7) 4,126.1 525.3
Retail sales finance 1,789.3 (372.1) 2,161.4 280.3
Total $21,837.0 $(3,978.8) $25,815.8 $1,976.4
Percent change (15)% 8%
Six Months Ended June 30, 2009 2008

(dollars in millions) Amount Change Amount Change
Real estate loans $16,939.1 $(2,254.3) $19,193.4 $ 892.7
Non-real estate loans 3,722.1 (274.9) 3,997.0 452.3
Retail sales finance 1,910.5 (221.9) 2,132.4 260.1
Total $22,571.7 $(2,751.1) $25,322.8 $1,605.1
Percent change (11)% 7%

The decrease in average net finance receivables reflected the slower U.S. housing market, our tighter
underwriting guidelines, and liquidity management efforts. We transfer finance receivables to finance
receivables held for sale when it is no longer more likely than not that we will hold those finance
receivables for the foreseeable future as part of our liquidity management efforts. In December 2008, we
transferred $972.5 million of real estate loans from finance receivables to finance receivables held for
sale. During the three months and six months ended June 30, 2009, we transferred $761.8 million and
$1.3 billion, respectively, of real estate loans from finance receivables to finance receivables held for sale.
As of June 30, 2009, it is more likely than not that we will hold the remainder of the finance receivable
portfolio for the foreseeable future, as management’s intent is to focus on alternative funding sources,
including on-balance sheet securitizations.

Effective February 29, 2008, we purchased a substantial portion of Equity One, Inc.’s consumer branch

finance receivable portfolio consisting of $1.014 billion of real estate loans, $289.8 million of non-real
estate loans, and $156.0 million of retail sales finance receivables.
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Yield and changes in yield in basis points (bp) by type when compared to the same periods for the
previous year were as follows:

Three Months Ended June 30, 2009 2008

Yield Change Yield Change
Real estate loans 7.75% (31) bp 8.06% (36) bp
Non-real estate loans 20.30 14 20.16 (53)
Retail sales finance 11.90 101 10.89 (69)
Total 10.17 (6) 10.23 (29)
Six Months Ended June 30, 2009 2008

Yield Change Yield Change
Real estate loans 7.82% (36) bp 8.18% (32) bp
Non-real estate loans 20.26 (13) 20.39 (37)
Retail sales finance 11.48 33 11.15 (40)
Total 10.18 (18) 10.36 (21)

Yield remained near the same for the three months ended June 30, 2009 when compared to the same
period in 2008 primarily due to higher retail sales finance and non-real estate loan yield reflecting the
origination of new finance receivables at higher rates based on market conditions and the discontinuation
of certain promotional products, substantially offset by lower real estate loan yield reflecting the increase
in later stage delinquencies (which result in reversal of accrued finance charges) and the increase of real
estate loan modifications (which result in reduced finance charges).

Yield decreased for the six months ended June 30, 2009 when compared to the same period in 2008
primarily due to the increase in later stage delinquencies and the increase of real estate loan
modifications, partially offset by the origination of new finance receivables at higher rates based on
market conditions and the discontinuation of certain promotional products.

Insurance Revenues

Insurance revenues were as follows:

Three Months Ended Six Months Ended

June 30, June 30,
(dollars in millions) 2009 2008 2009 2008
Earned premiums $33.8 $39.8 $68.6 $78.5
Commissions 0.2 11 0.4 2.2
Total $34.0 $40.9 $69.0 $80.7
Amount change $(6.9) $(0.9) $(11.7) $(2.6)
Percent change (11% (2)% (149)% (3)%

Earned premiums decreased for the three and six months ended June 30, 2009 when compared to the
same periods in 2008 primarily due to a decrease in non-credit premium volume. Commissions decreased
for the three and six months ended June 30, 2009 when compared to the same periods in 2008 primarily
due to a decline in commissions that Ocean receives from the sale of various insurance products.
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Investment Revenue

Three Months Ended

Six Months Ended

June 30, June 30,
(dollars in millions) 2009 2008 2009 2008
Investment revenue $14.7 $ 6.7 $23.4 $ 229
Amount change $ 8.0 $(14.3) $ 05 $(20.6)
Percent change 120% (68)% 2% (471)%

Investment revenue was affected by the following:

Three Months Ended

Six Months Ended

June 30, June 30,
(dollars in millions) 2009 2008 2009 2008
Average invested assets $900.1 $1,570.4 $902.5 $1,573.1
Average invested asset yield 5.84% 5.90% 5.88% 5.88%
Net realized gains (losses) on investment securities
and securities lending $ 1.2 $ (17.0 $ (4.9 $ (26.0)

The decrease in average invested assets for the three and six months ended June 30, 2009 when compared
to the same periods in 2008 was primarily due to sales of investment securities, the proceeds of which
were used by our insurance subsidiaries to pay dividends to AGFC during 2008 and the first quarter of
2009.

Net realized losses on investment securities and securities lending included other-than-temporary
impairments on our investments in AIG’s securities lending pool, which we exited during third quarter
2008, of $10.2 million for the three months ended June 30, 2008 and $17.9 million for the six months
ended June 30, 2008.

Loan Brokerage Fees Revenues

Three Months Ended Six Months Ended

June 30, June 30,
(dollars in millions) 2009 2008 2009 2008
Loan brokerage fees revenues $ 15 $ 70 $ 31 $ 16.1
Amount change $ (5.5) $(13.2) $(13.0) $(27.1)
Percent change (78)% (65)% (81)% (63)%

Loan brokerage fees revenues decreased for the three and six months ended June 30, 2009 when
compared to the same periods in 2008 primarily due to a significant decline in Ocean’s brokered loan
volume reflecting the slower United Kingdom housing market.
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Net Service Fees from Affiliates

Three Months Ended Six Months Ended
June 30, June 30,
(dollars in millions) 2009 2008 2009 2008
Net service fees from affiliates $ 24 $25.9 $ 33 $ 44.9
Amount change $(23.5) $75.0 $(41.6) $221.5
Percent change (91)% 153% (93)% 125%

Net service fees from affiliates decreased for the three and six months ended June 30, 2009, when
compared to the same periods in 2008 primarily due to the 2008 reversals of reserves that were recorded
in 2007 for costs expected to be incurred relating to WFI’s surviving obligations under the terminated
mortgage services agreement with AIG Bank. (In first quarter 2006, we terminated the mortgage services
agreements with AIG Bank and began originating finance receivables held for sale using our own state
licenses.) We established a $128 million reserve in first quarter 2007 and recorded an additional reserve
of $50 million in second quarter 2007 reflecting management’s then best estimate of the expected costs of
the remediation program pursuant to the terms of the Supervisory Agreement with the OTS. As a result of
our evaluations of our loss exposure, we reduced the OTS remediation reserve by $18 million in first
quarter 2008 and $25 million in second quarter 2008. See Note 12 of the Notes to Condensed
Consolidated Financial Statements for information on the Supervisory Agreement.

Other Revenues

Other revenues were as follows:

Three Months Ended Six Months Ended

June 30, June 30,

(dollars in millions) 2009 2008 2009 2008
Mark to market provision on finance receivables

held for sale originated as held for investment $(68.7) $ - $(78.4) $ -
Foreign exchange (loss) gain on foreign currency

denominated debt (38.7) - (38.2) 0.8
Derivative adjustments (2.3) (5.5) (26.0) (62.9)
Writedowns on real estate owned (7.1) (5.6) (19.5) (9.9)
Net loss on sales of finance receivables held for sale

originated as held for investment (5.4) - (14.9) -
Net loss on sales of real estate owned (6.4) (7.0 (11.8) (11.6)
Interest income on finance receivables held for sale

originated as held for investment 5.8 - 10.3 -
Interest revenue — notes receivable from AGFI 3.3 4.8 6.7 10.5
Mortgage banking revenues 2.4 (0.4) 2.9 5.6
Other 2.0 (0.2) 5.5 4.2
Total $(115.1) $(13.9) $(163.4) $ (63.3)
Amount change $(101.2) $(53.8) $(100.1) $(114.3)
Percent change (729)% (135)% (158)% (224)%
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The loss in other revenues for the three and six months ended June 30, 2009 reflected losses arising from
the mark to market provision on finance receivables held for sale originated as held for investment.
During the three and six months ended June 30, 2009, we transferred $761.8 million and $1.3 billion,
respectively, of real estate loans from finance receivables to finance receivables held for sale due to
management’s intent to no longer hold these finance receivables for the foreseeable future. Based on
negotiations with prospective purchasers, we determined that a mark to market provision on finance
receivables held for sale originated as held for investment of $68.7 million and $78.4 million for the three
and six months ended June 30, 2009, respectively, was necessary to reduce the carrying amount of these
finance receivables held for sale to fair value.

The loss in other revenues for the three and six months ended June 30, 2009 also reflected losses arising
from foreign exchange losses on foreign currency denominated debt and derivative adjustments.
Derivative adjustments for the three months ended June 30, 2009 included a credit valuation adjustment
loss of $38.4 million on our fair value derivatives due to the implementation of SFAS 157 effective
January 1, 2008, partially offset by an ineffectiveness gain of $9.2 million. Derivative adjustments for the
six months ended June 30, 2009 included a credit valuation adjustment loss of $36.8 million on our fair
value derivatives and an ineffectiveness loss of $15.0 million. Due to the de-designation of our fair value
hedge on April 1, 2009, we recorded a foreign exchange loss of $38.7 million, partially offset by a
derivative adjustment gain of $26.8 million for the three and six months ended June 30, 2009. The credit
valuation adjustment losses on our fair value derivatives resulted from the measurement of credit risk
using credit default swap valuation modeling. If we do not exit these derivatives prior to maturity, the
credit valuation adjustment will result in no impact to earnings over the life of the agreements. We do not
anticipate exiting these derivatives prior to maturity. In addition, these derivatives were with AIGFP, a
non-subsidiary affiliate that receives credit support from AIG, its parent.

Derivative adjustments for the six months ended June 30, 2008 reflected a credit valuation adjustment
loss of $34.5 million on the fair value of our derivatives due to the implementation of SFAS 157 effective
January 1, 2008 (of which $13.3 million represents the transition amount at January 1, 2008, from the
adoption of SFAS 157), and an ineffectiveness loss of $26.3 million. Derivative adjustments for the three
months ended June 30, 2008 reflected an ineffectiveness loss of $11.0 million, partially offset by a credit
valuation adjustment gain of $4.9 million.

The loss in other revenues for the three and six months ended June 30, 2009 when compared to the same
periods in 2008 also reflected an increase in activity on real estate owned resulting from negative
economic fundamentals and the downturn in the U.S. residential real estate market.

Interest Expense

The impact of using the swap agreements that qualify for hedge accounting under GAAP is included in
interest expense and the related borrowing statistics below. Interest expense by type was as follows:

Three Months Ended Six Months Ended
June 30, June 30,

(dollars in millions) 2009 2008 2009 2008
Long-term debt $ 2262 $ 268.0 $ 4639 $ 548.0
Short-term debt 22.9 22.9 53.6 49.1
Total $ 249.1 $ 2909 $ 5175 $ 5971
Amount change $ @418 $ (56) $ (7196) $ 2.9
Percent change (14)% (2)% (13)% -%
Average borrowings $21,284.4 $23,988.3 $21,733.1 $23,809.1
Interest expense rate 4.68% 4.84% 4.76% 5.00%
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Interest expense (decreased) increased due to the following:

Three Months Ended

Six Months Ended

June 30, June 30,
(dollars in millions) 2009 2008 2009 2008
Change in average borrowings $(33.3) $16.6 $(51.9) $26.1
Decrease in interest expense rate (8.5) (22.2) (27.7) (23.2)
Total $(41.8) $ (5.6) $(79.6) $ 29

Average borrowings and changes in average borrowings by type when compared to the same periods for

the previous year were as follows:

Three Months Ended June 30, 2009

(dollars in millions)

Amount Change

2008
Amount Change

Long-term debt
Short-term debt

$19,199.6  $(1,596.8)
2,084.8 (1,107.1)

$20,796.4  $2992.2
3,191.9 (1,717.4)

Total $21,284.4 $(2,703.9) $23,988.3 $1,274.8
Percent change (11)% 6%
Six Months Ended June 30, 2009 2008

(dollars in millions) Amount Change Amount Change

Long-term debt
Short-term debt

$19,395.3  $(1,443.0)
2,337.8 (633.0)

$208383  $2,336.7
2,970.8 (1,333.2)

Total $21,733.1 $(2,076.0) $23,809.1 $1,003.5
Percent change (9)% 4%
Contractual maturities of debt by type for the next four quarters are as follows:

Long-term Short-term
(dollars in millions) Debt Debt Total
Third quarter 2009* $ 709.2 $2,064.7 $2,773.9
Fourth quarter 2009 1,611.1 - 1,611.1
First quarter 2010 739.4 - 739.4
Second quarter 2010 552.3 - 552.3
Twelve months ended June 30, 2010 $3,612.0 $2,064.7 $5,676.7

* Short-term debt included a 364-day credit facility of $2.050 billion which was fully drawn during September
2008. On July 9, 2009, we converted the outstanding amount under this expired facility into a one-year term
loan, which will mature on July 9, 2010.

During the twelve months ended June 30, 2009, AGFC issued $2.2 billion of long-term debt, including a
full draw on the $2.125 billion multi-year committed credit facility. We used the proceeds of these long-
term debt issuances primarily to repay maturing debt.
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As a result of the significant disruption in the U.S. residential mortgage and credit markets, AIG’s
liquidity issues, and our reduced liquidity, the credit ratings for our debt were downgraded. Since we did
not have access to our traditional sources of long-term or short-term financing through the debt markets,
we borrowed all available commitments under our primary credit facilities during September 2008. Prior
to our credit facility borrowings, we also borrowed funds under a demand note agreement with AIG
Funding. The outstanding balance under this demand note accrued interest at a rate based upon AIG’s
borrowing rate under the FRBNY Credit Agreement. During March 2009, AGFC repaid the $419.5
million (plus interest) owed under this demand note. Under certain circumstances, an event of default or
declaration of acceleration under our borrowing agreements could also result in an event of default under
other borrowing agreements of the Company, as well as for AIG under the FRBNY Credit Agreement.

Interest expense rate and changes in interest expense rate in basis points by type when compared to the
same periods for the previous year were as follows:

Three Months Ended June 30, 2009 2008

Rate Change Rate Change
Long-term debt 4.72% (43) bp 5.15% (2) bp
Short-term debt 4.35 140 2.95 (244)
Total 4.68 (16) 4.84 (38)
Six Months Ended June 30, 2009 2008

Rate Change Rate Change
Long-term debt 4.79% (46) bp 5.25% 8 bp
Short-term debt 4.57 126 3.31 (203)
Total 4.76 (24) 5.00 (21)

Prior to the events limiting our access to capital markets beginning in September 2008, our previously
issued long-term floating rate debt and commercial paper experienced lower overall costs of funds as
compared to recent prior periods. Our future overall interest expense rates could be materially higher, but
actual future interest expense rates will depend on our funding sources utilized, general interest rate levels
and market credit spreads, which are influenced by our credit ratings and the market perception of credit
risk for the Company and our ultimate parent.
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The following table presents the credit ratings of AGFI and AGFC as of August 11, 2009. These credit
ratings may be changed, suspended, or withdrawn at any time by the rating agencies as a result of changes
in, or unavailability of, information or based on other circumstances. Ratings may also be withdrawn at
our request. 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 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. AGFC does not intend to disclose any future
changes to, or suspensions or withdrawals of, these ratings except in its Quarterly Reports on Form 10-Q
and Annual Reports on Form 10-K.

Short-term Debt Senior Long-term Debt
Moody’s © s&p® Fitch © Moody’s @ s&p ®® Fitch ©©
AGFC  P-3(3"0of 3) B (4" of 6) - Baa3 (4" of 9) BB+ (5" of 8) BB (5" of 9)
AGFI P-3 B - - - BB

(a) Under Review Negative.

(b) Negative Outlook.

(c) On May 15, 2009, Fitch Ratings (Fitch) withdrew its short-term debt ratings for AGFC and AGFI.

(d) Moody’s Investors Service (Moody’s) appends numerical modifiers 1, 2, and 3 to the generic rating categories
to show relative position within rating categories.

(e) Standard & Poor’s (S&P) ratings may be modified by the addition of a plus or minus sign to show relative
standing within the major rating categories.

(f) Fitch ratings may be modified by the addition of a plus or minus sign to show relative standing within the major
rating categories.

(g) Rating Watch Negative.

Operating Expenses

Operating expenses were as follows:

Three Months Ended Six Months Ended
June 30, June 30,
(dollars in millions) 2009 2008 2009 2008
Salaries and benefits $113.7 $127.9 $225.0 $258.1
Other operating expenses 87.4 1144 162.3 216.6
Total $201.1 $242.3 $387.3 $474.7
Amount change $(41.2) $ 38 $(87.4) $(29.7)
Percent change (17)% 2% (18)% (6)%
Operating expenses as a percentage of
average net receivables 3.68% 3.75% 3.43% 3.75%

Salaries and benefits decreased for the three and six months ended June 30, 2009 when compared to the
same periods in 2008 primarily due to fewer employees. The decrease in the number of employees in our
centralized real estate business segment reflected our decision to significantly reduce our mortgage
banking operations, including ceasing WFI’s wholesale originations effective June 17, 2008. The
decrease in the number of employees in our branch business segment reflected 241 branch office closings
in 2008 (including 178 branch offices closed during fourth quarter 2008) and 145 branch office closings
in second quarter 2009. Due to economic conditions, we re-evaluated our branch business segment during
2008 and re-evaluated all of our business segments and other operations (including headquarters) in
second quarter 2009, both of which resulted in the consolidation of certain branch operations and branch
office closings throughout the United States and reductions in our number of employees.
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Other operating expenses decreased for the three and six months ended June 30, 2009 when compared to
the same periods in 2008 primarily due to lower advertising expenses and reduced operating expenses
resulting from our decision to significantly reduce our mortgage banking operations in 2008 and the
branch office closings in 2008 and 2009. In second quarter 2008, we recorded a pretax charge of $27
million resulting from our decision to significantly reduce our mortgage banking operations. The primary
components of the $27 million pretax charge were $11 million in lease termination costs and fixed asset
disposals, $11 million in intangible impairments, and $3 million in one-time termination costs.

Operating expenses as a percentage of average net receivables decreased for the three and six months

ended June 30, 2009 when compared to the same periods in 2008 primarily due to lower operating
expenses, partially offset by the decline in average net finance receivables.

Provision for Finance Receivable Losses

At or for the
Three Months Ended Six Months Ended
June 30, June 30,

(dollars in millions) 2009 2008 2009 2008
Provision for finance receivable losses $256.5 $236.4 $ 607.4 $411.2
Amount change $ 20.1 $152.5 $ 196.2 $270.9
Percent change 8% 182% 48% 193%
Net charge-offs $209.7 $114.2 $ 402.6 $210.4
Charge-off ratio 3.79% 1.77% 3.53% 1.67%
Charge-off coverage 1.57x 1.74x 1.63x 1.89x
60 day+ delinquency $1,224.4 $954.2
Delinquency ratio 5.78% 3.62%
Allowance for finance receivable losses $1,315.7 $794.4
Allowance ratio 6.35% 3.08%

Provision for finance receivable losses increased for the three and six months ended June 30, 2009 when
compared to the same periods in 2008 as a result of our higher levels of delinquency and net charge-offs
in 2009.

Net charge-offs and changes in net charge-offs by type when compared to the same periods for the
previous year were as follows:

Three Months Ended June 30, 2009 2008

(dollars in millions) Amount Change Amount Change
Real estate loans $110.9 $64.2 $ 46.7 $27.7
Non-real estate loans 75.2 24.1 51.1 18.2
Retail sales finance 23.6 7.2 16.4 6.6
Total $209.7 $95.5 $114.2 $52.5
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Six Months Ended June 30, 2009 2008

(dollars in millions) Amount Change Amount Change

Real estate loans $203.2 $123.6 $ 79.6 $45.1
Non-real estate loans 152.4 53.2 99.2 32.3
Retail sales finance 47.0 15.4 31.6 12.9
Total $402.6 $192.2 $210.4 $90.3

Charge-off ratios and changes in charge-off ratios in basis points by type when compared to the same
periods for the previous year were as follows:

Three Months Ended June 30, 2009 2008

Ratio Change Ratio Change
Real estate loans 2.67% 171 bp 0.96% 55 bp
Non-real estate loans 8.26 330 4.96 129
Retail sales finance 5.16 212 3.04 93
Total 3.79 202 1.77 73
Six Months Ended June 30, 2009 2008

Ratio Change Ratio Change
Real estate loans 2.37% 154 bp 0.83% 45 bp
Non-real estate loans 8.11 312 4.99 120
Retail sales finance 482 184 2.98 97
Total 3.53 186 1.67 66

Total charge-off ratio increased for the three and six months ended June 30, 2009 when compared to the
same periods in 2008 primarily due to negative economic fundamentals, the aging of the real estate loan
portfolio, portfolio sales and liquidations, and a higher proportion of branch business segment real estate
loans compared to a lower proportion of centralized real estate business segment real estate loans which
typically have lower charge-off rates.

Charge-off coverage, which compares the allowance for finance receivable losses to net charge-offs
(annualized), decreased for the three months and six months ended June 30, 2009 when compared to the
same periods in 2008 primarily due to higher net charge-offs, partially offset by higher allowance for
finance receivable losses.

Delinquency based on contract terms in effect and changes in delinquency by type when compared to the
same period for the previous year were as follows:

June 30, 2009 2008

(dollars in millions) Amount Change Amount Change
Real estate loans $ 9733 $278.0 $695.3 $327.1
Non-real estate loans 184.9 (14.8) 199.7 58.6
Retail sales finance 66.2 7.0 59.2 23.6
Total $1,224.4 $270.2 $954.2 $409.3
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Delinquency ratios based on contract terms in effect and changes in delinquency ratios in basis points by
type when compared to the same period for the previous year were as follows:

June 30, 2009 2008

Ratio Change Ratio Change
Real estate loans 6.27% 269 bp 3.58% 159 bp
Non-real estate loans 4.88 45 4.43 91
Retail sales finance 3.57 110 247 78
Total 5.78 216 3.62 140

The delinquency ratio at June 30, 2009 increased when compared to June 30, 2008 primarily due to
negative economic fundamentals, the aging of the real estate loan portfolio, portfolio sales and
liquidations, and a higher proportion of branch business segment real estate loans compared to a lower
proportion of centralized real estate business segment real estate loans which typically have lower
delinquency rates. The transfer of $761.8 million of predominately non-delinquent real estate loans to
finance receivables held for sale during second quarter 2009 accounted for 29 basis points of the increase
in the real estate loan delinquency ratio at June 30, 20009.

Our Credit Strategy and Policy Committee evaluates our finance receivable portfolio monthly to
determine the appropriate level of the allowance for finance receivable losses. We believe the amount of
the allowance for finance receivable losses is the most significant estimate we make. In our opinion, the
allowance is adequate to absorb losses inherent in our existing portfolio. The increase in the allowance for
finance receivable losses at June 30, 2009 when compared to June 30, 2008 was primarily due to
increases to the allowance for finance receivable losses through the provision for finance receivable losses
in response to our higher levels of delinquency. The allowance for finance receivable losses at June 30,
2009 also included $132.2 million related to TDRs.

The increase in the allowance ratio at June 30, 2009 when compared to June 30, 2008 was primarily due
to increases to the allowance for finance receivable losses through the provision for finance receivable
losses and a decline in finance receivables during the twelve months ended June 30, 2009.

Real estate owned increased to $144.0 million at June 30, 2009 from $129.2 million at June 30, 2008,
reflecting an increase in foreclosures as a result of negative economic fundamentals and the downturn in
the U.S. residential real estate market.

Insurance Losses and Loss Adjustment Expenses

Insurance losses and loss adjustment expenses were as follows:

Three Months Ended Six Months Ended

June 30, June 30,
(dollars in millions) 2009 2008 2009 2008
Claims incurred $20.4 $16.3 $41.6 $34.4
Change in benefit reserves (3.9) (0.2 (8.3) (1.8)
Total $16.5 $16.1 $33.3 $32.6
Amount change $04 $(0.1) $ 0.7 $(0.1)
Percent change 2% (1)% 2% -%
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Insurance losses and loss adjustment expenses increased for the three and six months ended June 30, 2009
when compared to the same periods in 2008 primarily due to higher claims incurred, partially offset by
favorable changes in benefit reserves reflecting a decrease in non-credit premium volume.

Benefit from Income Taxes

Three Months Ended Six Months Ended

June 30, June 30,
(dollars in millions) 2009 2008 2009 2008
Benefit from income taxes $ (45) $(29.9) $ (1.0) $ (46.5)
Amount change $ 254 $(52.6) $ 455 $ (44.3)
Percent change 85% (232)% 98% N/M*
Pretax loss $(231.7) $(61.7) $(468.8) $(109.1)
Effective income tax rate 1.93% 48.52% 0.22% 42.65%

* Not meaningful

Pretax loss for the three and six months ended June 30, 2009 when compared to the same periods in 2008
reflected significantly higher provision for finance receivable losses, as a result of our higher levels of
delinquency and net charge-offs, and lower finance charges reflecting sales of real estate loan portfolios
as part of our liquidity management efforts.

As of June 30, 2009, we had a deferred tax asset valuation allowance of $740.4 million to reduce net
deferred tax assets to amounts we considered more likely than not (a likelihood of more than 50 percent)
to be realized. After the valuation allowance, we had a net deferred tax asset of $23.5 million, which
reflected the net deferred tax asset of our Puerto Rico subsidiary and the tax effect of unrealized losses on
certain of our available-for-sale investment securities, which management believes is more likely than not
of being realized because of our intent and ability to hold these securities until the unrealized losses are
recovered. Realization of our net deferred tax asset depends on the ability of the subsidiary to generate
sufficient taxable income of the appropriate character within the carryforward periods of the jurisdictions
in which the net operating and capital losses, deductible temporary differences and credits were
generated.

In second quarter 2009, we recorded a tax true-up of $8.2 million (which increased benefit from income
taxes) to reflect AlIG’s revised methodology for the allocation of AIG’s tax assets to its subsidiaries,
resulting from the utilization of 2008 net operating losses.

The effective income tax rate for the three and six months ended June 30, 2009 reflected additions to our
deferred tax valuation allowance.

Asset/Liability Management

To reduce the risk associated with unfavorable changes in interest rates on our debt not offset by
favorable changes in yield of our finance receivables, we monitor the anticipated cash flows of our assets
and liabilities, principally our finance receivables and debt. We have funded finance receivables with a
combination of fixed-rate and floating-rate debt and equity. We based the mix of fixed-rate and floating-
rate debt, in part, on the nature of the finance receivables being supported.

We have issued fixed-rate, long-term debt as the primary source of fixed-rate debt. AGFC also has altered

the nature of certain floating-rate funding by using swap agreements to create synthetic fixed-rate, long-
term debt to limit our exposure to market interest rate increases. Additionally, AGFC has swapped fixed-
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rate, long-term debt interest payments to floating-rate interest payments. Including the impact of interest
rate swap agreements that effectively fix floating-rate debt or float fixed-rate debt, our floating-rate debt
represented 27% of our borrowings at June 30, 2009 and June 30, 2008. Adjustable-rate net finance
receivables represented 5% of our total portfolio at June 30, 2009, compared to 4% at June 30, 2008.
Some of our adjustable-rate real estate loans contain a fixed-rate for the first 24, 36, 48, or 60 months and
then convert to an adjustable-rate for the remainder of the term. These real estate loans still in a fixed-rate
period represented 1% of total real estate loans at June 30, 2009, compared to 3% at June 30, 2008.
Approximately 5% of our real estate loans at June 30, 2009 are scheduled to reset by the end of 2009 and
another 2% by the end of 2010.
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Item 4. Controls and Procedures.

(@)

(b)

Evaluation of Disclosure Controls and Procedures

The Company’s disclosure controls and procedures are designed to ensure that information required
to be disclosed by the Company is recorded, processed, summarized and reported within the time
period specified by the SEC’s rules and forms. The Company’s disclosure controls and procedures
include controls and procedures designed to ensure that information required to be disclosed is
accumulated and communicated to the Company’s management, including its Chief Executive
Officer and its Chief Financial Officer, as appropriate to allow timely decisions regarding required
disclosure.

The Company’s management, including its Chief Executive Officer and its Chief Financial Officer,
evaluates the effectiveness of our disclosure controls and procedures as of the end of each quarter
and year using the framework and criteria established in “Internal Control - Integrated
Framework”, issued by the Committee of Sponsoring Organizations of the Treadway Commission.
Based on an evaluation of the disclosure controls and procedures as of June 30, 2009, the
Company’s Chief Executive Officer and Chief Financial Officer have concluded that the disclosure
controls and procedures were effective and that the condensed consolidated financial statements
fairly present our consolidated financial position and the results of our operations for the periods
presented.

Changes in Internal Control over Financial Reporting
There have been no changes in the Company’s internal control over financial reporting during the

three months ended June 30, 2009 that have materially affected, or are reasonably likely to
materially affect, the Company’s internal control over financial reporting.

PART Il - OTHER INFORMATION

Item 1. Legal Proceedings.

See Note 14 of the Notes to Condensed Consolidated Financial Statements in Part | of this Quarterly
Report on Form 10-Q.
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Item 1A. Risk Factors

In addition to the risk factors included in Part I, Item 1A of our Annual Report on Form 10-K for the
fiscal year ended December 31, 2008, we are updating the following risk factors:

AIG’s ability to continue as a going concern may adversely affect our business and results of
operations.

In connection with the preparation of AIG’s Quarterly Report on Form 10-Q for the quarterly period
ended June 30, 2009, AIG management assessed AIG’s ability to continue as a going concern. Based on
the U.S. government’s continuing commitment to AIG, AIG’s recently completed transactions and the
other expected transactions with the FRBNY, and AIG management’s plans to stabilize its businesses and
dispose of certain of its non-core assets, and after consideration of the risks and uncertainties of such
commitment and plans, AIG management believes that AIG will have adequate liquidity to finance and
operate its businesses, execute its asset disposition plan, and repay its obligations for at least the next
twelve months.

It is possible that the actual outcome of one or more of AIG management’s plans could be materially
different, or that one or more of AIG management’s significant judgments or estimates about the potential
effects of the above-mentioned risks and uncertainties could prove to be materially incorrect or that AlG’s
proposed transactions with the FRBNY will not be consummated or fail to achieve their desired
objectives. If one or more of these possible outcomes is realized, AIG may need additional U.S.
government support to meet its obligations as they become due. If AIG is not able to meet its obligations
as they become due, it will have a negative impact on our business and results of operations and on our
ability to borrow funds from AIG, to make our debt payments, and to issue new debt.

The assessment of our liquidity is based upon significant judgments or estimates that could prove to
be materially incorrect.

In assessing our current financial position and developing operating plans for the future, management has
made significant judgments and estimates with respect to the potential financial and liquidity effects of
our risks and uncertainties, including but not limited to:

the ability and intent of AIG to provide funding to the Company;

e our ability to comply with our debt covenants;

the amount of cash expected to be received from our finance receivable portfolio through

collections (including prepayments) and receipt of finance charges, which could be materially

different than our estimates;

our ability to complete additional on-balance sheet securitizations and portfolio sales;

renewed access to debt or general credit markets;

adverse credit ratings actions on our debt;

the potential adverse effect on the Company relating to intercompany transactions with AlG,

including derivatives and intercompany borrowings, if AIG’s liquidity position deteriorates or if

AIG is not able to continue as a going concern;

e constraints on our business resulting from the FRBNY Credit Agreement and other AIG
agreements, including limitations on our ability to pursue (and retain proceeds from) certain
funding sources, such as additional on-balance sheet securitizations and portfolio sales, without
AIG receiving prior consent from the FRBNY;

o the potential for continued declines in bond and equity markets;

o the potential effect on the Company if the capital levels of our regulated and unregulated
subsidiaries prove inadequate to support current business plans;

o the potential loss of key personnel; and

o the potential for additional unforeseen cash demands or accelerations of obligations.
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After consideration of the above factors, primarily AIG’s intention to continue to support us, as expressed
in AlIG’s Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2009, based on our
estimates and taking into account the risks and uncertainties of such plans, we believe that we will have
adequate liquidity to finance and operate our businesses and repay our obligations for at least the next
twelve months.

It is possible that the actual outcome of one or more of our plans could be materially different than
expected or that one or more of our significant judgments or estimates about the potential effects of the
risks and uncertainties could prove to be materially incorrect.

Item 5. Other Information.

Affiliate Lending

On August 11, 2009, AGFC made a loan of $750.0 million to its indirect parent, AlG, as evidenced by a
Demand Note Agreement between AGFC and AIG dated March 24, 2009, and a Demand Promissory
Note by AIG in favor of AGFC dated August 11, 2009. The interest rate for the unpaid principal balance
is overnight LIBOR plus 50 basis points. Interest is payable monthly, and principal and interest also are
payable on demand at any time, provided that notice of demand is delivered to AIG at least one business
day prior to the date payment is demanded. AIG may repay principal and interest at any time without
penalty. The cash used to fund this loan came from proceeds from AGFC’s July 2009 securitization and
from operations. This loan is subject to a subordination agreement in favor of the FRBNY and was made
as a short-term investment source for excess cash and to facilitate AIG’s obligation to manage its excess
cash and excess cash held by its subsidiaries under the FRBNY Facility. At August 11, 2009, AGFC had
$1.6 billion in outstanding demand note loans to AlG.

Item 6. Exhibits.

Exhibits are listed in the Exhibit Index beginning on page 71 herein.
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Signature

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this
report to be signed on its behalf by the undersigned thereunto duly authorized.

AMERICAN GENERAL FINANCE CORPORATION
(Registrant)

Date:  August 12, 2009 By /s/ Donald R. Breivogel, Jr.
Donald R. Breivogel, Jr.
Senior Vice President and Chief Financial Officer
(Duly Authorized Officer and Principal
Financial Officer)
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Exhibit Index

Demand Promissory Note and Demand Note Agreement between American General Finance
Corporation and American International Group, Inc. dated March 24, 2009. Incorporated by
reference to Exhibit (99.1) to the Company’s Current Report on Form 8-K dated March 24,
20009.

Affiliate Subordination Agreement between American General Finance Corporation and
American International Group, Inc. dated March 24, 2009. Incorporated by reference to
Exhibit (99.2) to the Company’s Current Report on Form 8-K dated March 24, 2009.

Commitment to Purchase Financial Instrument and Service Participation Agreement dated
July 17, 2009 between MorEquity, Inc. and the Federal National Mortgage Association.
Incorporated by reference to Exhibit (10.1) to the Company’s Current Report on Form 8-K
dated July 17, 20009.

Mortgage Loan Purchase Agreement dated July 30, 2009 between MorEquity, Inc., American
General Financial Services of Arkansas, Inc., American General Home Equity, Inc.,
American General Finance Corporation, and Third Street Funding LLC. Incorporated by
reference to Exhibit (10.1) to the Company’s Current Report on Form 8-K dated July 30,
20009.

Purchase Agreement dated July 30, 2009 between Third Street Funding LLC and American
General Mortgage Loan Trust 2009-1. Incorporated by reference to Exhibit (10.2) to the
Company’s Current Report on Form 8-K dated July 30, 20009.

Letter Agreement dated July 8, 2009 between PennyMac Loan Services, LLC; Credit Suisse;
and American General Finance Corporation.

Demand Promissory Note between American General Finance Corporation and American
International Group, Inc. dated August 11, 2009.

Computation of Ratio of Earnings to Fixed Charges

Rule 13a-14(a)/15d-14(a) Certifications of the President and Chief Executive Officer of
American General Finance Corporation

Rule 13a-14(a)/15d-14(a) Certifications of the Senior Vice President and Chief Financial
Officer of American General Finance Corporation

Section 1350 Certifications
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Exhibit 12

AMERICAN GENERAL FINANCE CORPORATION AND SUBSIDIARIES

Computation of Ratio of Earnings to Fixed Charges

(Unaudited)

Three Months Ended

Six Months Ended

June 30, June 30,

(dollars in thousands) 2009 2008 2009 2008
Earnings:

Loss before benefit for income taxes $(231,699) $(61,706) $(468,837) $(109,077)

Interest expense 249,057 290,860 517,464 597,095

Implicit interest in rents 6,212 8,037 10,610 13,595
Total earnings $ 23570 $237,191 $ 59,237 $501,613
Fixed charges:

Interest expense $ 249,057 $290,860 $517,464 $597,095

Implicit interest in rents 6,212 8,037 10,610 13,595
Total fixed charges $ 255,269 $298,897 $528,074 $610,690
Ratio of earnings to fixed charges* 0.09 0.79 0.11 0.82

* Earnings were insufficient to cover total fixed charges by $231.7 million for the three months ended June 30,
2009 and $468.8 million for the six months ended June 30, 2009. Earnings were insufficient to cover total fixed
charges by $61.7 million for the three months ended June 30, 2008 and $109.1 million for the six months ended

June 30, 2008.
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Exhibit 31.1

Certifications

I, Frederick W. Geissinger, President and Chief Executive Officer, certify that:

1.

Date:

I have reviewed this Quarterly Report on Form 10-Q of American General Finance Corporation
(the “registrant”);

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit
to state a material fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this
report, fairly present in all material respects the financial condition, results of operations and cash
flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer and | are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and
internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

a)  Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating
to the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this report is being prepared;

b)  Designed such internal control over financial reporting, or caused such internal control over
financial reporting to be designed under our supervision, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c¢) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and
presented in this report our conclusions about the effectiveness of the disclosure controls and
procedures, as of the end of the period covered by this report based on such evaluation; and

d)  Disclosed in this report any change in the registrant’s internal control over financial reporting
that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal
quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of the
registrant’s board of directors (or persons performing the equivalent functions):

a)  All significant deficiencies and material weaknesses in the design or operation of internal
control over financial reporting which are reasonably likely to adversely affect the
registrant’s ability to record, process, summarize and report financial information; and

b)  Any fraud, whether or not material, that involves management or other employees who have
a significant role in the registrant’s internal control over financial reporting.

August 12, 2009

/sl Frederick W. Geissinger
Frederick W. Geissinger
President and Chief Executive Officer
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Exhibit 31.2

Certifications

I, Donald R. Breivogel, Jr., Senior Vice President and Chief Financial Officer, certify that:

1.

Date:

I have reviewed this Quarterly Report on Form 10-Q of American General Finance Corporation
(the “registrant”);

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit
to state a material fact necessary to make the statements made, in light of the circumstances under
which such statements were made, not misleading with respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this
report, fairly present in all material respects the financial condition, results of operations and cash
flows of the registrant as of, and for, the periods presented in this report;

The registrant’s other certifying officer and | are responsible for establishing and maintaining
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and
internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

a)  Designed such disclosure controls and procedures, or caused such disclosure controls and
procedures to be designed under our supervision, to ensure that material information relating
to the registrant, including its consolidated subsidiaries, is made known to us by others within
those entities, particularly during the period in which this report is being prepared;

b)  Designed such internal control over financial reporting, or caused such internal control over
financial reporting to be designed under our supervision, to provide reasonable assurance
regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

c¢) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and
presented in this report our conclusions about the effectiveness of the disclosure controls and
procedures, as of the end of the period covered by this report based on such evaluation; and

d)  Disclosed in this report any change in the registrant’s internal control over financial reporting
that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal
quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant’s internal control over financial reporting; and

The registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of the
registrant’s board of directors (or persons performing the equivalent functions):

a)  All significant deficiencies and material weaknesses in the design or operation of internal
control over financial reporting which are reasonably likely to adversely affect the
registrant’s ability to record, process, summarize and report financial information; and

b)  Any fraud, whether or not material, that involves management or other employees who have
a significant role in the registrant’s internal control over financial reporting.

August 12, 2009

/s/ Donald R. Breivogel, Jr.
Donald R. Breivogel, Jr.
Senior Vice President and Chief Financial Officer
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Exhibit 32

Certifications

In connection with the Quarterly Report on Form 10-Q for the quarter ended June 30, 2009 of American
General Finance Corporation (the Company) as filed with the Securities and Exchange Commission on
the date hereof (the Report), each of Frederick W. Geissinger, President and Chief Executive Officer of
the Company, and Donald R. Breivogel, Jr., Senior Vice President and Chief Financial Officer of the
Company, hereby certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities
Exchange Act of 1934, as amended; and

(2) The information contained in the Report fairly presents, in all material respects, the
financial condition and results of operations of the Company.

/sl Frederick W. Geissinger
Frederick W. Geissinger
President and Chief Executive Officer

/s/ Donald R. Breivogel, Jr.
Donald R. Breivogel, Jr.
Senior Vice President and Chief Financial Officer

Date:  August 12, 2009
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