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Bank of America Corp. (BAC)

AIG's Ex Chief Clears 
A Hurdle But Faces More
By IAN MCDONALD and LESLIE SCISM 
Staff Reporters of THE WALL STREET JOURNAL
November 25, 2005; Page C1

New York Attorney General Eliot Spitzer has 
decided against pursuing possible criminal charges 
against former American International Group Inc. 
Chairman and Chief Executive Maurice R. "Hank" 
Greenberg in connection with the giant insurer's 
accounting scandal, a person familiar with the matter 
said.

Instead, Mr. Spitzer's office is focusing on civil-fraud 
allegations it lodged against Mr. Greenberg and the 
company itself in late May, the person said. As part 
of its focus on the civil suit, Mr. Spitzer's office is 
expected to amend the complaint as soon as next 
week to reflect new information, the person familiar 
with the matter said.

Mr. Spitzer backed off seeking possible criminal 
charges against Mr. Greenberg in June, the person 
familiar with the matter said. Mr. Spitzer's retreat 
from a criminal option doesn't leave Mr. Greenberg 
home-free, however. Federal prosecutors are in the 
midst of two separate criminal probes, one headed by 
attorneys in the Southern District of New York and 
one at the Justice Department in Washington.

It isn't known if charges against Mr. Greenberg 
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would result from either federal probe. Mr. 
Greenberg's attorney has met with investigators 
involved in each of those probes to argue his client's 
case against any potential charges, two 
knowledgeable people said.

Spokesmen for Mr. Greenberg's legal team and the 
New York attorney general declined to comment. In 
recent months, Mr. Greenberg's lawyers have been 
outspoken in declaring that Mr. Greenberg doesn't 
believe he did anything wrong. The other 
investigators also have declined to comment on their 
probes.

While Mr. Spitzer's retreat on potential criminal 
charges against Mr. Greenberg came several months 
ago, it dovetails with other recent pullbacks. His 
office suffered a courtroom setback in June when the 
trial of a Bank of America Corp. broker ended with 
acquittals on 29 counts and a jury deadlock on four 
other charges.

Mr. Spitzer, who has announced that he will run for 
governor in New York, decided against a retrial after 
the broker settled civil charges brought by the Securities and Exchange Commission by agreeing to pay a 
$200,000 fine, among other things. On Monday Mr. Spitzer dropped another set of criminal charges 
stemming from the mutual-fund trading scandal.

Attorneys in Mr. Spitzer's office had presented evidence of alleged wrongdoing in the AIG matter to a state 
grand jury in the spring, people familiar with the matter have said. But indictments weren't handed down, and 
it isn't clear that Mr. Spitzer's office asked for any. The grand jury had been empaneled for several insurance 
matters, including an investigation of alleged bid-rigging at Marsh & McLennan Cos.' Marsh Inc. insurance-
brokerage unit, which led to several indictments.

As AIG's accounting scandal was unfolding earlier this year, Mr. Spitzer's office seemed poised to 
aggressively challenge Mr. Greenberg, who had headed AIG for nearly four decades before stepping aside 
amid the mounting inquiries.

In a television appearance in April on ABC's "This Week" with George Stephanopoulos, Mr. Spitzer 
answered a question from Mr. Stephanopoulos about whether he was "moving toward an indictment" against 

http://online.wsj.com/article/SB113288840104206370.html?mod=todays_us_money_and_investing (2 of 4)11/26/2005 1:20:19 PM

http://ad.doubleclick.net/jump/interactive.wsj.com/markets_main;famil=markets;msrc=todays_us_money_and_investing;s0=;s1=;s2=;s3=;s4=;s5=;s6=;s7=;s8=;s9=;s10=;s11=;u=SatNov26233114EST20050787128619;meta=DIS;sz=120x600;ptile=1;ord=6101610161016101;
http://clk.atdmt.com/NMK/go/cbsmrnsd0040000025nmk/direct/01
javascript:%20window.open('http://clk.atdmt.com/NMK/go/cbsmrnsd0040000025nmk/direct/01','LM','toolbar=yes,scrollbars=yes,location=no,resize=yes,width=760,height=525,left=20,top=15');void('');
http://ad.doubleclick.net/clk;23077821;6853491;n?http://www.boardroomconnection.com/default.asp?rc=ME5
http://ad.doubleclick.net/clk;23077821;6853491;n?http://www.boardroomconnection.com/default.asp?rc=ME5
http://ad.doubleclick.net/clk;23077821;6853491;n?http://www.boardroomconnection.com/default.asp?rc=ME5
http://ad.doubleclick.net/clk;23077821;6853491;n?http://www.boardroomconnection.com/default.asp?rc=ME5
http://blmkt.dsi-enews.net/hp/?dsid=23221&typ=C
http://blmkt.dsi-enews.net/hp/?dsid=23221&typ=C
http://ad.doubleclick.net/clk;9059869;6853491;h?http://online.wsj.com/ad/InvestorCenter.html?mod=irc_ads
http://ad.doubleclick.net/clk;9059869;6853491;h?http://online.wsj.com/ad/InvestorCenter.html?mod=irc_ads
http://online.wsj.com/quotes/main.html?type=djn&symbol=	MMC
http://online.wsj.com/quotes/main.html?type=djn&symbol=	BRKA
http://online.wsj.com/industry/DIS.html
http://online.wsj.com/setup/setup_center_mainpage
http://online.wsj.com/quotes/main.html?type=djn&symbol=bac
http://online.wsj.com/quotes/main.html?type=djn&symbol=mmc


WSJ.com - AIG's Ex Chief Clears A Hurdle But Faces More

FORWARD THINKING: 
Investigating major 
issues that shape our 
future 

NetJets - The World 
Leader in Private 
Aviation 

Questions for the Future: 
Issues that will Shape 
Our Future 

CA World 2005! 

Oracle Presents 
"Thought Leadership 
Series" Analyst 
commentary, product 
demos, research and 
much more. 

Lincoln Financial Group 
presents an archive of 
WSJ retirement articles 

CIGNA Presents: "The 
Benefits of Caring" An 
archive of articles on 
dental health. 

Amadeus: IT Solutions 
to the Travel and 
Tourism Industry 

Mr. Greenberg by saying: "It depends on what we will prove or can prove that Mr. Greenberg knew at the 
time. We have powerful evidence." He noted that both civil and criminal options were on the table.

To a separate question about whether the accounting might be improper but not criminal, he answered: "The 
evidence is overwhelming that these were transactions created for the purpose of deceiving the market. We 
call that fraud. ... It is illegal."

Separately, the probe by federal prosecutors in New York has been focused on whether Mr. Greenberg 
improperly manipulated trading in AIG shares, via the company's stock-buyback program, to avoid a decline 
in their price as the accounting probes came to light in February. The Washington probe is centered on the 
accounting issues themselves.

A big piece of the accounting probe is a transaction that Mr. Greenberg initiated in December 2000 with 
Berkshire Hathaway Inc.'s General Re unit. In the civil suit, New York authorities allege the transaction 
improperly bolstered AIG's financial statements by making the company's claims reserves look stronger than 
they actually were. Mr. Greenberg's legal team maintains that many of the accounting decisions in question in 
the lawsuit were judgment calls defensible at the time they were made, as well as now.

In the civil suit filed in May, Mr. Spitzer's office and the New York Insurance Department allege that AIG 
had used questionable accounting maneuvers to improperly boost its results over at least five years. In late 
May, AIG restated five years of financial results, slicing 10% off its net income. AIG is in settlement talks 
with New York authorities, and both sides hope to reach a pact by year end, according to people familiar with 
the matter.

So far, the federal prosecutors' accounting probe has yielded guilty pleas from two former Gen Re executives 
on criminal charges of conspiracy to commit fraud.

Write to Ian McDonald at ian.mcdonald@wsj.com and Leslie Scism at leslie.scism@wsj.com

          
Sponsored by

 
 
 

Return To Top 

 

Log Out   Contact Us   Help   E-Mail Setup   My Account/Billing  Customer Service: Online | Print 

Privacy Policy   Subscriber Agreement   Mobile Devices   RSS Feeds 

  News Licensing   Advertising   About Dow Jones 

Copyright © 2005 Dow Jones & Company, Inc. All Rights Reserved 

http://online.wsj.com/article/SB113288840104206370.html?mod=todays_us_money_and_investing (3 of 4)11/26/2005 1:20:19 PM

http://ad.doubleclick.net/clk;22358881;4093752;o?http://online.wsj.com/ad/forwardthinking
http://ad.doubleclick.net/clk;22358881;4093752;o?http://online.wsj.com/ad/forwardthinking
http://ad.doubleclick.net/clk;22358881;4093752;o?http://online.wsj.com/ad/forwardthinking
http://ad.doubleclick.net/clk;22358881;4093752;o?http://online.wsj.com/ad/forwardthinking
http://ad.doubleclick.net/clk;22938411;4093752;h?http://www.netjets.com/nextmove
http://ad.doubleclick.net/clk;22938411;4093752;h?http://www.netjets.com/nextmove
http://ad.doubleclick.net/clk;22938411;4093752;h?http://www.netjets.com/nextmove
http://ad.doubleclick.net/clk;18521400;6853491;e?http://www.questionsforthefuture.tv/ws5
http://ad.doubleclick.net/clk;18521400;6853491;e?http://www.questionsforthefuture.tv/ws5
http://ad.doubleclick.net/clk;18521400;6853491;e?http://www.questionsforthefuture.tv/ws5
http://ad.doubleclick.net/clk;20176995;4093752;q?http://www.ca.com/caworld/2005h
http://www.marketwatch.com/oracle.asp
http://www.marketwatch.com/oracle.asp
http://www.marketwatch.com/oracle.asp
http://www.marketwatch.com/oracle.asp
http://www.marketwatch.com/oracle.asp
http://www.marketwatch.com/oracle.asp
http://ad.doubleclick.net/clk;20193903;6853491;k?http://online.wsj.com/ad/lfg
http://ad.doubleclick.net/clk;20193903;6853491;k?http://online.wsj.com/ad/lfg
http://ad.doubleclick.net/clk;20193903;6853491;k?http://online.wsj.com/ad/lfg
http://online.wsj.com/ad/cigna
http://online.wsj.com/ad/cigna
http://online.wsj.com/ad/cigna
http://online.wsj.com/ad/cigna
http://ad.doubleclick.net/clk;23518981;4093752;o?http://www.amadeus.com/
http://ad.doubleclick.net/clk;23518981;4093752;o?http://www.amadeus.com/
http://ad.doubleclick.net/clk;23518981;4093752;o?http://www.amadeus.com/
http://online.wsj.com/quotes/main.html?type=djn&symbol=brka
mailto:ian.mcdonald@wsj.com
mailto:leslie.scism@wsj.com
http://online.wsj.com/article_print/SB113288840104206370.html
http://online.wsj.com/article_print/SB113288840104206370.html
javascript:CopyrightPopUp()
javascript:CopyrightPopUp()
http://ad.doubleclick.net/clk;15359958;6853491;c?http://copiers.toshiba.com/index.shtml
http://online.wsj.com/logout
http://online.wsj.com/page/0,,contact_us,00.html
http://online.wsj.com/wsjhelp/center
http://online.wsj.com/email
http://online.wsj.com/acct/setup_account
http://online.wsj.com/page/0,,0_0809,00.html?page=0_0809
http://services.wsj.com/
http://online.wsj.com/public/page/0,,privacy_policy,00.html
http://online.wsj.com/public/page/0,,subscriber_agreement,00.html
http://mobile.wsj.com/
http://online.wsj.com/page/0,,0_0813,00.html
http://public.wsj.com/partner
http://advertising.wsj.com/
http://www.dj.com/


WSJ.com - AIG's Ex Chief Clears A Hurdle But Faces More

http://online.wsj.com/article/SB113288840104206370.html?mod=todays_us_money_and_investing (4 of 4)11/26/2005 1:20:19 PM


	wsj.com
	WSJ.com - AIG's Ex Chief Clears A Hurdle But Faces More


	IAGLIHFKMCKJNPELKCICHABHHCLBLMDJ: 
	form4: 
	x: 
	f1: Off
	f2: Off
	f3: Off
	f4: Off
	f5: Off

	f6: Save Settings
	f7: 

	form1: 
	x: 
	f1: 

	f2: 

	form2: 
	x: 
	f1: 9
	f2: 


	form3: 
	x: 
	f1: BOH
	f2: company-research
	f3: company-research-symbol-ambiguity
	f4: Portfolio1
	f5: 3.0
	f6: Portfolio
	f7: include
	f8: skip-read
	f9: skip-write
	f10: wsjie
	f11: 
	f13: nvp-set-p-sym
	f14: usstock usfund
	f15: stem
	f16: 200
	f17: 
	f18: 
	f19: quote
	f20: Portfolio
	f21: wsjie

	f12: 




