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AIG hasn't sought cash from its units in Texas
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As American International Group scrambles to raise enough money to meet day-to-day operating needs, the world's largest insurance holding company has not asked for a loan from its Texas subsidiaries.

AIG did get permission Monday from New York Gov. David Paterson and the New York Insurance Department to transfer $20 billion from subsidiary companies in that state to the parent company.

And Paterson said in a printed statement that he sent his insurance superintendent, Eric Dinallo, "to work with the Federal Reserve on a plan to help AIG," which has $1 trillion in assets and more than 100,000 employees, including more than 3,200 in Houston.

But, so far, those additional plans do not include moving money from AIG properties in Texas, which include Houston-based AIG American General Life Cos., to the giant insurer's New York headquarters.

"We have not been asked by AIG for them to be able to disburse any funds from their Texas companies," said Jerry Hagins, a spokesman for the Texas Department of Insurance.

But he said Texas officials are monitoring AIG and "are in discussion with the regulators in New York State and in Pennsylvania."

AIG spokesman Joe Norton declined to comment on AIG's strategy.

Because insurance is regulated state by state, insurance companies that operate in multiple states break their business into wholly owned separate companies that are each answerable to a state regulator and responsible for having the money to pay claims in that state.

There are strict rules about how the assets of those state-based companies can be used and the parent company must ask regulators permission to do anything out of the ordinary.

Regulators evaluate all those requests in terms of whether accommodating the insurer will hinder its ability to meet obligations to policyholders and handle future claims.

Texas officials would have to carefully weigh AIG's cash crunch against that policyholders' needs, especially in the context of the Hurricane Ike recovery. AIG ranks fourth in Texas for commercial property and casualty policies and first for annuities and life insurance.

The mega-insurer is facing the same credit challenges that threaten the future of giant thrift Washington Mutual and toppled Wall Street investment banks Merrill Lynch, which agreed to be bought by Bank of America on Sunday, and Lehman Brothers, which filed for bankruptcy on Monday.

That inability to raise money in the markets makes AIG's survival questionable without drastic measures.

The Federal Reserve may decide AIG is too big to fail, as it did when it approved a federal bailout of Fannie Mae and Freddie Mac.

But if that cash spigot is turned off for AIG, then it may have to rely on its subsidiaries to come to the rescue.

The parent company's troubles prompted Fitch, A.M. Best Co. and Standard & Poor's on Monday to downgrade their ratings of AIG's subsidiaries; Fitch by two notches; A.M. Best by one and S&P by three.

"This situation is fluid and we're in discussions and we will entertain all options," Hagins said. "Our priority is for Texas policyholders to be protected."
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