Instructor’s Note: On the collapse and bailout of AIG:

1) Bloomberg.com 11/25/08: “U.S. prosecutors are focusing on whether former American International Group Inc. executive Joseph Cassano misled auditors and investors about subprime mortgage- related losses, people familiar with the probe said.
“Investigators are asking auditors at PricewaterhouseCoopers LLP about memos they wrote last fall on how Cassano and other AIG executives valued contracts protecting $62 billion in mortgage- backed securities, the people said. The government is also looking at AIG’s reliance on valuations that have been questioned by auditors and banks.

“PWC told Martin Sullivan, then AIG’S chief executive officer, on Nov. 29, 2007, that auditors had challenged the insurer’s financial controls, according to company records. On Dec. 5, Sullivan and Cassano told investors gathered at New York’s Metropolitan Club not to fear losses on AIG’s portfolio of “super senior” credit-default swaps, which insured bond losses tied to the U.S. housing market….”

2) Joseph W. St. Dennis was the Vice-President for Accounting Policy at the AIG unit that wrote the Credit Default Swaps. According to his written statement to the House Oversight Committee [.pdf here, 3 Mb], he resigned on October 1, 2007 after being told by Joseph Cassano, the head of the unit: “I have deliberately excluded you from the valuation of the Super Seniors because I was concemed that you would pollute the process.” He stated that he discussed the reasons for his resignation with AIG’s chief internal auditor, and, in less detail, with a representative of PWC.

3) On June 19, 2008 the Ontario Teachers Pension Board filed a securities class action lawsuit against AIG and certain of its officers and directors. (PWC was not named as a defendant.) The text of the complaint is here [large .pdf file] Here’s a link to the Law Firm of Bernstein, Litowitz, Berger and Grossman, which also represents the plaintiffs in the Washington Mutual and New Century cases. 
