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Report of Independent Registered Public Accounting Firm

To the Shareholders and the Board of Directors of Brookfield Asset Management Reinsurance Partners Ltd.
Opinion on the Financial Statements

We have audited the accompanying combined consolidated statements of financial position of Brookfield Asset
Management Reinsurance Partners Ltd. and subsidiaries (the "Company") as of December 31, 2021 and 2020, the
related combined consolidated statements of operations, comprehensive income (loss), changes in equity, and cash
flows, for each of the three years in the period ended December 31, 2021, and the related notes, and the schedule of
the Condensed Financial Statements of Brookfield Asset Management Reinsurance Partners Ltd. (collectively
referred to as the "financial statements"). In our opinion, the financial statements present fairly, in all material
respects, the financial position of the Company as of December 31, 2021 and 2020, and its financial performance
and its cash flows for each of the three years in the period ended December 31, 2021, in accordance with
International Financial Reporting Standards as issued by the International Accounting Standards Board.

Basis for Opinion

These financial statements are the responsibility of the Company's management. Our responsibility is to express an
opinion on the Company's financial statements based on our audits. We are a public accounting firm registered with
the Public Company Accounting Oversight Board (United States) (PCAOB) and are required to be independent with
respect to the Company in accordance with the U.S. federal securities laws and the applicable rules and regulations
of the Securities and Exchange Commission and the PCAOB.

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement, whether due to error or fraud. The Company is not required to have, nor were we engaged to perform,
an audit of its internal control over financial reporting. As part of our audits, we are required to obtain an
understanding of internal control over financial reporting but not for the purpose of expressing an opinion on the
effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no such opinion.

Our audits included performing procedures to assess the risks of material misstatement of the financial statements,
whether due to error or fraud, and performing procedures that respond to those risks. Such procedures included
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements. Our audits
also included evaluating the accounting principles used and significant estimates made by management, as well as
evaluating the overall presentation of the financial statements. We believe that our audits provide a reasonable basis
for our opinion.

Critical Audit Matters

The critical audit matters communicated below are matters arising from the current-period audit of the financial
statements that were communicated or required to be communicated to the audit committee and that (1) relate to
accounts or disclosures that are material to the financial statements and (2) involved our especially challenging,
subjective, or complex judgments. The communication of critical audit matters does not alter in any way our opinion
on the financial statements, taken as a whole, and we are not, by communicating the critical audit matters below,
providing separate opinions on the critical audit matters or on the accounts or disclosures to which they relate.



Valuation of Insurance Reserves - Refer to Notes 2(r) and 10 to the financial statements
Critical Audit Matter Description

The Company has significant insurance reserves representing the majority of its total liabilities. The Company uses
different actuarial methodologies to determine insurance reserves depending on the nature of the underlying contract
products and applicable jurisdictional guidance, as is permitted by IFRS 4, Insurance Contracts, some of which
involve high levels of complexity.

While there are many assumptions which management makes to determine insurance reserves, the assumptions with
the greatest uncertainty are those related to mortality and surrender, lapse and withdrawal rates (collectively
“policyholder behaviour”). These assumptions required subjective and complex auditor judgment in certain
circumstances, including where (i) there is limited company and industry experience data, (ii) the historical
experience may not be a good indicator of the future, and (iii) the policyholder behaviour may be irrational. Auditing
of certain valuation methodologies and assumptions required a high degree of auditor judgment and an increased
extent of audit effort, including the need to involve actuarial specialists.

How the Critical Audit Matter Was Addressed in the Audit

Our audit procedures related to valuation methodologies and assumptions related to mortality and policyholder
behaviour included the following, among others:

*  With the assistance of actuarial specialists, we tested the reasonableness of mortality and policyholder
behaviour assumptions, by:

o Evaluating management’s methods and assumptions in accordance with applicable actuarial
principles and practices under actuarial standards of practice.

o Testing inputs used in the determination of the mortality and policyholder behaviour assumptions.

°  Analyzing management’s methods and interpretation of data used to adjust industry tables,
applying industry guidance, evaluating triggers and drivers for revisions of assumptions, assessing
reasonably possible alternative assumptions, and considering industry and other external sources
of data, where applicable.

o With the assistance of actuarial specialists, we tested the appropriateness of valuation
methodologies used in the estimation process by:

o Testing the accuracy of the actuarial models for implementation of key assumptions and valuation
methodology.

o Evaluating a sample of underlying insurance contracts to assess that the appropriate actuarial
models were selected and key assumptions were incorporated in those actuarial models for the
reinsurance deals undertaken.

o Calculating an independent estimate of the insurance contract liability for a sample of insurance
policies included in the reinsurance deals undertaken and comparing the results to the Company’s
results.



Accounting for Structured Entities - Refer to Note 2(ai) to the financial statements
Critical Audit Matter Description

The Company invests a portion of its assets in structured entities (“entities”). These entities issued debt and
preferred share securities to the Company’s reinsurance treaty accounts, including modified coinsurance accounts
held by third party insurance companies. The Company is not involved in the investment decision process and has a
residual economic interest in the entities. The Company determined that it has control over the entities, and as such
has consolidated the entities.

The determination of the accounting treatment for the entities required management to evaluate whether the
Company exercised control or significant influence over the entities. This involved significant management
judgment to interpret the key agreements and related party relationships associated with the entities. Auditing
whether the Company exercised control or significant influence over the entities required a high degree of
subjectivity which resulted in an increased extent of audit effort including the need to involve technical accounting
specialists.

How the Critical Audit Matter Was Addressed in the Audit

With the assistance of technical accounting specialists, our audit procedures related to the evaluation of whether the
Company exercised control or significant influence over the entities included the following, among others:

*  Assessed the executed agreements with counterparties to understand the nature of the instruments that were
issued by the entities to determine which party was exposed, or had rights, to variable returns from their
investment in the financial instruments issued by the entities.

»  Evaluated related party relationships to understand whether the Company, through such relationships, had
power over the entities and the ability to use such power to affect the amount of returns to the Company.

*  Evaluated management’s assessment of whether the Company exercised control or significant influence
over the entities by analyzing specific facts and circumstances against relevant accounting guidance.

/s/ Deloitte LLP

Chartered Professional Accountants
Licensed Public Accountants
Toronto, Canada

March 22, 2022

We have served as the Company’s auditor since 2016.



COMBINED CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

AS AT DEC. 31
US$ MILLIONS Note 2021 2020
Assets
Cash and cash equivalents 3 $ 393 $ 35
Investments 3 4,943 1,193
Accounts receivable and other 4 47 13
Reinsurance funds withheld 3 4,650 —
Derivative assets 3 146 7
Deferred tax asset 15 20 —
Property and equipment 5 2 2
Intangible assets 6 3 —
Equity accounted investments 8 344 —
Deferred acquisition costs 7 776 —
Reinsurance assets 10 169 190
Total assets $ 11,493 $ 1,440
Liabilities
Insurance reserves 10 $ 8,497 $ 1,339
Accounts payable and other 9 65 6
Due to related parties 17 467 —
Reinsurance payable 75 —
Corporate borrowings 13 693 —
Deferred revenue 82 —
Liabilities of structured entities 167 —
Funds withheld liabilities 3 12 12
Total liabilities 10,058 1,357
Equity
Brookfield Asset Management Inc.' — 83
Class A exchangeable and Class B? 539 —
Class C° 896 —
Total equity 1,435 83
Total liabilities and equity $ 11,493 $ 1,440

1. For the periods prior to June 28, 2021. See Note 1(b).
2. For the period from June 28, 2021 to December 31, 2021. See Note 1(b).

The accompanying notes are an integral part of the combined consolidated financial statements.
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COMBINED CONSOLIDATED STATEMENTS OF OPERATIONS

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS, EXCEPT PER SHARE AMOUNTS

Premiums
Gross
Ceded
Net premiums
Net investment income
Net investment results from funds withheld
Total revenues

Income from equity accounted investments

Benefits paid on insurance contracts
Gross
Ceded
Change in insurance reserves
Gross
Ceded
Other reinsurance expenses
Operating expenses
Net hedging expenses
Interest expense
Total benefits and expenses
Net (loss) income before income taxes
Current tax expense
Deferred tax expense
Net (loss) income for the year

Attributable to:
Brookfield Asset Management Inc.'

Class A exchangeable and Class B shareholders”

Class C shareholders?

Net income per class C share

Basic and diluted®

1. For the periods prior to June 28, 2021. See Note 1(b).

2. For the period from June 28, 2021 to December 31, 2021. See Note 1(b).

Note 2021 2020 2019
$ 7207 $ 431 504
(€)) () (179)
7,206 430 325
3 60 84 57
3 78 — —
7,344 514 382
8 8 — —
310 63 39
(18) (25) (14)
10

6,958 457 538
22 11 (193)
19 — —
14 35 6 6
59 — —
9 I _
7,394 512 376
42) 2 6
15 — (1) —
15 Q) — —
$ 44) $ 1 6
5 1 6
3 I N
(52) — =
$ (44) $ 1 6

16 $  (2.58)

3. Basic and diluted earnings per share for the years ended December 31, 2020 and 2019 are attributed to our predecessor company Brookfield Annuity Holdings Inc.

See Note 2(ag).

The accompanying notes are an integral part of the combined consolidated financial statements.
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COMBINED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS

Net (loss) income

Other comprehensive income (loss) that will be reclassified to net income
(loss)

Equity accounted other comprehensive income
Net unrealized (loss) gain on available for sale securities
Foreign currency translation
Total other comprehensive (loss) income
Comprehensive (loss) income

Attributable to:

Brookfield Asset Management Inc.'

Class A exchangeable and Class B shareholders®
Class C shareholders”

1. For the periods prior to June 28, 2021. See Note 1(b).
2. For the period from June 28, 2021 to December 31, 2021. See Note 1(b).

The accompanying notes are an integral part of the combined consolidated financial statements.
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COMBINED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

Brookfield Asset Management Inc.

Class A exchangeable and Class B shareholders Class C shareholders

Accumulated  Brookfield Accumulated Class A Accumulated
Accumulated Other Asset Accumulated Other exchangeable Accumulated Other

glssé 1; f\;g IFOR THE YEAR ENDED Share Surplus Comprehensive Management Share Surplus Comprehensive  and Class B Share Surplus Comprehensive  Class C Total
US$ MILLIONS Note Capital  (Deficit) Income (Loss) Inc. Capital  (Deficit) Income (Loss)  shareholders Capital  (Deficit) Income (Loss) shareholders Equity
Balance as at January 1, 2021 $ 78 § 1 S 4 3 83 $§ — § — 8 — 3 — $ — 8 — 3 — S — $ 83
Changes in year:

Net income (loss) — 5 — 5 — 3 — 3 — (52) — (52) (44)

Other comprehensive income (loss) — — 1 1 — — — — — — (16) (16) 15)
Comprehensive income (loss) — 5 1 6 — 3 — 3 — (52) (16) (68) (59)
Other items

Equity issuances / Reorganization' 11 (78) — — (78) 539 — — 539 963 — — 963 1,424

Return of capital® 11 — — — — (3) — — 3) — — — — 3)

Common control transaction

adjustments’ — (6) (5) an — — — — — 1 — 1 10)
Total change in year (78) (1) 4) 83) 536 3 — 539 963 (51) (16) 896 1,352
Balance as at December 31, 2021 $ — 8§ — 8 — 3 — $ 536 $ 3 3 — S 539 $ 963 $ (51) $ (16) $ 896 $1,435

1. See Note 1(b) for details regarding the Spin-off and reorganization.
2. The Company distributed $0.13 in the form of a return of capital per each Class A exchangeable and Class B share in the third and fourth quarters of 2021.
3. See Note 2(c) for details regarding the common control transaction.

The accompanying notes are an integral part of the combined consolidated financial statements.

F-8



AS AT AND FOR THE YEAR ENDED
DEC. 31 2020
US$ MILLIONS

Balance as at January 1, 2020
Changes in year:

Net income

Other comprehensive income
Comprehensive income
Other items

Equity issuances

Total change in year

Balance as at December 31, 2020

COMBINED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY (CONTINUED)

Brookfield Asset Management Inc. Class A exchangeable and Class B shareholders Class C shareholders

Accumulated  Brookfield Accumulated Class A Accumulated
Accumulated Other Asset Accumulated Other exchangeable Accumulated Other

Share Surplus Comprehensive Management Share Surplus Comprehensive and Class B Share Surplus Comprehensive  Class C Total
Capital  (Deficit) Income (Loss) Inc. Capital  (Deficit) Income (Loss) shareholders Capital  (Deficit) Income (Loss) shareholders Equity
$ 65 § — $ 1 8 66 $§ — § — 3 — 3 — $ — 8 — $ — 3 — §$ 66

_ 1 _ _ _ _ — _ _ _ —

_ — 3 — — — — — — — —

_ 1 3 — — _ — _ _ — —

13 — — 13 — — — — — — — — 13

13 1 3 17 — — — — — — — — 17
$ 78 § 1 9 4 3 83 § — § — S — S — $ — 8 — $ — 5 — $ 83

The accompanying notes are an integral part of the combined consolidated financial statements.
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AS AT AND FOR THE YEAR ENDED
DEC. 31 2019
US$ MILLIONS

Balance as at January 1, 2019
Changes in year:

Net income

Other comprehensive income
Comprehensive income
Other items

Equity issuances
Total change in year

Balance as at December 31, 2019

COMBINED CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY (CONTINUED)

Brookfield Asset Management Inc. Class A exchangeable and Class B shareholders Class C shareholders
Accumulated ~ Brookfield Accumulated Class A Accumulated
Accumulated Other Asset Accumulated Other exchangeable Accumulated Other

Share Surplus Comprehensive Management Share Surplus Comprehensive and Class B Share Surplus Comprehensive  Class C Total
Capital  (Deficit) Income (Loss) Inc. Capital  (Deficit) Income (Loss) shareholders Capital  (Deficit) Income (Loss) shareholders Equity
§ 60 $ ©) $ 2 $ 52 § — § — — $ — $§ — 5 — — $ — § 52

_ 6 _ _ _ _ — _ _ _ _

_ 6 3 _ _ _ _ _ _ _ _
5 — — 5 — — — — — — — — 5
5 6 3 14 — — — — — — — — 14
$ 65 § — 5 1 83 66 $ — § — S — S — $ — 5 — 5 — 5 — $ 66

The accompanying notes are an integral part of the combined consolidated financial statements.
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COMBINED CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS

Operating activities
Net (loss) income
Non-cash items affecting net income
Premium received in kind

Unrealized gains on investments and derivatives

Net hedging expenses

Income tax expense

Income from equity accounted investments
Realized gain on investments

Changes in non-cash balances related to operations

Changes in reinsurance receivable
Changes in reinsurance funds withheld
Changes in deferred tax asset
Changes in reinsurance assets
Changes in reinsurance payable
Changes in insurance reserves
Changes in deferred revenue
Changes in funds withheld liabilities
Changes in deferred acquisition costs
Changes in working capital
Operating activities affecting cash
Realized gains on investments and derivatives
Interest income received
Purchase of derivatives
Proceeds from disposal of derivatives
Cash flows from operating activities
Investing activities
Dividends received
Interest income received
Purchase of investments
Bonds
Private debt
Common equity
Private equity and other
Mortgages
Private loans
Sales and maturities of investments
Bonds
Common equity
Private equity and other
Mortgages
Private loans
Purchase of intangibles
Cash flows from investing activities
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2021 2020 2019

$ (44) 1 6
(167) — —
33 (51) 27)
27) — —

2 1 —

8) — —
(23) — —
©) — =
(4,650) — —
(24) — —
22 10 (193)

75 — —
7,152 457 538
82 — —
(776) — —
52 (1) (6)
@) (3) ©)
(51) 27) —
(133) — —
79 — —
1,581 399 309
2 I N

51 27 —
(4,251) (971) (1,010)
(181) — —
(644) — —
(219) — (1)
(185) — (1)
(512) @) (11)
2,001 561 754
20 — —

1 1 1

18 — —

36 2 —

1) (1) —
(3,864) (385) (268)



COMBINED CONSOLIDATED STATEMENTS OF CASH FLOWS (CONTINUED)

Financing activities

Issuance of equity 1,410 13
Return of capital ) —
Borrowings from related parties 960 —
Repayments of borrowings to related parties (582) —
Borrowings from external parties 693 —
Borrowings of structured entities 167 —
Proceeds from repurchase agreement 464 222
Repayments of repurchase agreement (464) (222)
Cash flows from financing activities 2,640 13
Cash and cash equivalents
Cash and cash equivalents, beginning of year 35 13
Net change during the year 357 27
Foreign exchange on cash balances held in foreign currencies 1 ®)]
Cash and cash equivalents, end of year $ 393 § 35 8

The accompanying notes are an integral part of the combined consolidated financial statements.
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NOTE 1. ORGANIZATION AND DESCRIPTION OF THE COMPANY

()

(b)

@

(i)

Brookfield Asset Management Reinsurance Partners Ltd.

Brookfield Asset Management Reinsurance Partners Ltd. (“BAM Re” or the “Company”) is a Bermuda
corporation incorporated on December 10, 2020 and governed by the laws of Bermuda. The Company was
established to become a reinsurance business focused on providing capital-based solutions to insurance
companies and their stakeholders. The Company’s class A exchangeable shares are listed on the New York
Stock Exchange (NYSE) and the Toronto Stock Exchange (TSX) under the symbol “BAMR”. The
Company’s operations are located primarily in Bermuda, Canada, and the Cayman Islands. The Company’s
original registered head office was 73 Front Street 5th Floor, Hamilton HM 12, Bermuda. During the third
quarter, the registered head office was changed to Wellesley House South, 2nd Floor, 90 Pitts Bay Road,
Pembroke, HMO0S8, Bermuda.

The Company holds a direct 100% ownership interest in BAM Re Holdings Ltd. (“BAM Re Holdings”),
which holds the Company’s interest in its operating subsidiaries North End Re Ltd. (“NER Ltd.”) and North
End Re (Cayman) SPC ("NER SPC") and Brookfield Annuity Company ("BAC").

Through its operating subsidiaries, the Company acts as a direct issuer of pension risk transfer products for
pension plan sponsors and provides annuity-based reinsurance products to insurance and reinsurance
companies. The Company currently has two operating segments, Reinsurance and Pension Risk Transfer
(‘6PRT9,)'

Spin-off of Brookfield Asset Management Reinsurance Partners Ltd.

On June 28, 2021, Brookfield Asset Management Inc. (“Brookfield Asset Management™) completed the spin-
off of the Company (the “Spin-off”), which was affected by way of a special dividend of the class A
exchangeable limited voting shares (“class A exchangeable shares”) of the Company to holders of Brookfield
Class A limited voting shares (“Brookfield Class A Shares”) and Class B limited voting shares (“Brookfield
Class B Shares”) as of June 18, 2021 (the “record date”). Pursuant to the special dividend, as of the record
date, holders of Brookfield Class A Shares and Class B Shares received one class A exchangeable share for
every 145 Brookfield Class A Shares or Class B Shares held. Brookfield Asset Management holds all the
class C non-voting shares (“class C shares”), giving it the residual economic interest in the Company, but no
voting interest in it.

Prior to the Spin-off, Brookfield Asset Management effected a reorganization so that the Company’s PRT
business (the “Business”) and other investments that were historically owned and operated by Brookfield
Asset Management, through its operating entities, were acquired by BAM Re Holdings, a subsidiary of the
Company.

The following describes the transactions and agreements resulting from the Spin-off:
Class A exchangeable shares

As part of the Spin-off, Brookfield Asset Management subscribed for 11 million class A exchangeable shares
for approximately $538 million in cash. Upon Spin-off, Brookfield Asset Management distributed the
11 million class A exchangeable shares as a special dividend to the Brookfield Asset Management
shareholders who hold Brookfield Class A Shares and Brookfield Class B Shares.

Class B shares

As part of the Spin-off, holders of class B shares (“BAM Re Class B Partners”), through a voting trust,
subscribed for 24,000 class B shares for $1 million.
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(iii)

(tv)

v)

(vi)

(vii)

(viii)

Class C shares

As part of the Spin-off, Brookfield Asset Management transferred its ownership in the Business along with its
holdings of American Equity Investment Life Holding Company (“AEL Holdings”) common shares and
additional cash for working capital purposes to the Company. The total value of the consideration provided to
the Company was approximately $712 million, which was exchanged for 17 million class C shares. In
October 2021, the Company issued an additional 7 million class C shares to Brookfield Asset Management
for consideration of $250 million. As at December 31, 2021, there were 24 million class C shares outstanding.
Brookfield Asset Management owns all the issued and outstanding class C shares.

Equity Commitment

As part of the Spin-off, Brookfield Asset Management provided to the Company an equity commitment in the
amount of $2.0 billion to fund future growth, which the Company may draw on from time to time. The equity
commitment may be called by the Company in exchange for the issuance of a number of class C shares or
junior preferred shares. Further details of the equity commitment are described in Note 17.

Credit Agreement

As part of the Spin-off, the Company entered into a credit agreement with Brookfield Asset Management (the
“Brookfield Credit Agreement”) as lender on June 28, 2021, providing for a three-year revolving $200
million credit facility. On March 9, 2022, the revolving credit facility agreement was increased to
$400 million. Further details of the Brookfield Credit Agreement are described in Note 17.

Support Agreement

As part of the Spin-off, the Company entered into a support agreement with Brookfield Asset Management
(the “Support Agreement”). Brookfield Asset Management has agreed to support the economic equivalence
of the class A exchangeable shares and Brookfield Class A Shares for so long as class A exchangeable shares
not owned by Brookfield Asset Management are outstanding, and there has not been an amendment to the
exchange feature by agreeing to, among other things, take all actions reasonably necessary to enable the
Company to pay quarterly distributions, the liquidation amount, or the amount payable on a redemption of
class A exchangeable shares, as the case may be. Further details of the Support Agreement are described in
Note 17.

Rights Agreement

As part of the Spin-off, the Company entered into a rights agreement with Brookfield Asset Management (the
“Rights Agreement”), pursuant to which Brookfield Asset Management has agreed that on the applicable
specified exchange date with respect to any class A exchangeable shares submitted for exchange, Brookfield
Asset Management will satisfy, or cause to be satisfied, the obligations pursuant to our memorandum of
association and by-laws to exchange such subject class A exchangeable shares for Brookfield Class A Shares
or its cash equivalent plus any unpaid distributions. Further details of the Rights Agreement are described in
Note 17.

Administration Agreement

As part of the Spin-off, the Company entered into an administration agreement with Brookfield Asset
Management (the “Administration Agreement”), pursuant to which Brookfield Asset Management has agreed
to provide administrative services to the Company, including the services of our Chief Executive Officer and
Chief Investment Officer and certain other administrative services, on a cost-recovery basis. Further details of
the Administration Agreement are described in Note 17.
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(ix)

()

Investment Management Agreement

As part of the Spin-off, the Company entered into one or more Investment Management Agreements
appointing Brookfield Asset Management as the investment manager of certain assets and accounts, including
assets backing the liabilities assumed by the Company under the insurance and future reinsurance
arrangements, and any assets held as surplus. Further details of the Brookfield Investment Management
Agreements are described in Note 17.

Licensing Agreement

As part of the Spin-off, the Company entered into a licensing agreement with Brookfield Asset Management
(the “Brookfield Licensing Agreement”), pursuant to which Brookfield Asset Management has granted a non-
exclusive, royalty-free sub-license to use the name “Brookfield” and the Brookfield logo. Further details of
the Brookfield Licensing Agreement are described in Note 17.

NOTE 2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(a)

(b)

(©

Statement of Compliance

These Combined Consolidated Financial Statements (“financial statements”) have been prepared in
accordance with International Financial Reporting Standards ("IFRS") as issued by the International
Accounting Standards Board (“IASB”). The financial statements are prepared on a going concern basis and
have been presented in U.S. dollars (“USD”) rounded to the nearest million unless otherwise indicated.

The financial statements were authorized for issue by the Board of Directors of the Company on March 22,
2022.

Basis of Consolidation

The financial statements include the accounts of the Company and its consolidated subsidiaries, which are the
entities over which the Company has control. All intra-group transactions, balances, income and expenses are
eliminated in full on consolidation.

Certain comparative amounts have been reclassified to be consistent with the current year's presentation.
Continuity of Interest

As described above, BAM Re was established on December 10, 2020 by Brookfield and on June 28, 2021
Brookfield Asset Management completed the Spin-off of the Business to the Company and the special
dividend declaration to holders of Brookfield's Class A and B Shares. Brookfield Asset Management
controlled the Business prior to the Spin-off and has significant influence over the Company subsequent to
the Spin-off through its interests in the Company. The Business was transferred before Spin-off, as part of the
reorganization, and therefore the transactions are common control transactions. In accordance with the
Company and Brookfield Asset Management's accounting policy, the Company has reflected the Business in
its financial position and results of operations using Brookfield Asset Management's carrying values, prior to
the Spin-off.
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(@)

(e)

®

In addition, certain investments were transferred as part of the reorganization. These are treated as asset
acquisitions and are also considered common control transactions. The accounting policy is to record the
common control asset acquisitions on the date of occurrence at the historical carrying value, with any gain or
loss against the consideration paid being recorded in equity. To reflect this continuity of interest, these
financial statements provide comparative information of the Business for the periods prior to the Spin-off, as
previously reported by Brookfield. The economic and accounting impact of contractual relationships created
or modified in conjunction with the Spin-off (see Note 1(b)) have been reflected prospectively from the date
of the Spin-off and have not been reflected in the results of operations or financial position of the Company
prior to June 28, 2021, as such items were in fact not created or modified prior thereto. Accordingly, the
financial information for the periods prior to June 28, 2021 is presented based on the historical financial
information for the Business as previously reported by Brookfield. For the period after completion of the
Spin-off, the results are based on the actual results of the Company, including the adjustments associated with
the Spin-off and the execution of several agreements (see Note 17). Therefore, net income (loss) and
comprehensive income (loss) not attributable to interests of others in operating subsidiaries has been allocated
to Brookfield prior to June 28, 2021 and allocated to the shareholders of class A exchangeable shares, class B
shares and class C shares on and after June 28, 2021.

Class A exchangeable shares

As described in Note 1 (b)(i), the Company’s equity interests include the class A exchangeable shares held by
public shareholders. Subject to applicable law, quarterly cash distributions may be made in the form of a
dividend or a capital reduction resulting in a return of capital or a combination thereof. Each class A
exchangeable share is structured with the intention of providing an economic return equivalent to one
Brookfield Class A Share (subject to adjustment to reflect certain capital events). Each class A exchangeable
share is exchangeable with Brookfield Asset Management at the option of the holder for one Brookfield Class
A Share (subject to adjustment to reflect certain capital events) or its cash equivalent (the form of payment to
be determined at the discretion of Brookfield Asset Management), plus unpaid distributions. Brookfield Asset
Management currently intends to satisfy any exchange requests on the class A exchangeable shares through
the delivery of Brookfield Class A Shares rather than cash. Each class A exchangeable share, held on the
record date, has voting rights and is entitled to cast one vote at a meeting of shareholders of the Company.

The class A exchangeable shares are classified as equity instruments. The class A exchangeable shares are
issued capital of the Company and as a result are not adjusted for changes in market value.

Class B shares

As described in Note 1 (b)(ii), the Company’s equity interests include the class B shares held by BAM Re
Class B Partners. Subject to applicable law, quarterly cash distributions may be made in the form of a
dividend or a capital reduction resulting in a return of capital or a combination thereof. Distributions on the
class B shares will be paid, or in the case of a distribution made pursuant to a capital reduction, will be
returned, in each case, at the same time and in the same amount per share as dividends on a Brookfield Class
A Shares. The BAM Re Class B Partners are entitled to one vote on any matter and can cast one vote for each
class B share held at the record date.

The class B shares are classified as equity instruments. The class B shares are issued capital of the Company
and as a result are not adjusted for changes in market value.

Class C shares

As described in Note 1 (b)(iii), the Company’s equity interests include the class C shares held by Brookfield
Asset Management. The class C shares are non-voting shares that are entitled to the residual economic
interest in the Company after payment in full of the amount due to holders of our class A exchangeable shares
and our class B shares and subject to the prior rights of holders of the Preferred Shares.
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(h)

The class C shares are classified as equity instruments. The class C shares are issued capital of the Company
and as a result are not adjusted for changes in market value.

Cash and cash equivalents

Cash and cash equivalents include cash and short-term investments with original maturities of 90 days or less.
The Company classifies cash and cash equivalents at amortized cost.

Cash and cash equivalents exclude cash balances and short-term investments that are for use by the Company
as part of the reinsurance funds withheld arrangement (Note 2(i)).

Investments

Investments are financial assets which are comprised of common shares, preferred shares, bonds and fixed-
income instruments. The Company uses the trade date to account for investment transactions.

Financial assets are classified into one of the following categories:

*  AFS assets are measured at fair value, with changes in fair value recognized in other comprehensive
income (loss);

*  FVTPL assets are measured at fair value, with changes in fair value recognized in net income (loss); and
* Loans and receivables are measured at amortized cost.

Financial assets are classified according to their nature and use by the Company at the time of initial
recognition. Financial assets supporting capital and surplus and coinsurance reserves are classified as AFS or
as loans and receivables. Unrealized gains (losses) are recognized in other comprehensive income (loss).
Upon realization, gains or losses are reclassified to the Combined Consolidated Statements of Operations and
recorded in net investment income (loss).

Financial assets supporting insurance reserves under PRT and modified coinsurance reserves under
reinsurance are designated as FVTPL or as loans and receivables. Any changes in the fair value of the
underlying assets matched to the insurance reserves are directly reflected in the insurance reserves. Unless the
asset is deemed to be impaired, changes in fair value of assets matching these liabilities and changes in the
corresponding insurance reserves are directly recognized in the Combined Consolidated Statements of
Operations in order to avoid a mismatch that would otherwise arise.

Loans and receivables are measured at amortized cost using the effective interest method, less any applicable
provision for impairment.

Financial assets are derecognized when the rights to receive cash flows from the financial assets have expired
or have been transferred and the Company has transferred substantially all the risks and rewards of
ownership.

Any gain or loss arising on derecognition is recognized directly in net income (loss) and presented in realized
gains (losses) on investments which is included in net investment income.
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Reinsurance funds withheld

Reinsurance funds withheld is a receivable for amounts contractually withheld by ceding companies in
accordance with reinsurance agreements in which NER Ltd. and NER SPC, indirect wholly owned
subsidiaries of the Company, act as reinsurers. The receivable represents assets that are held in custodial
accounts that are legally segregated from the third-party ceding companies’ general accounts and are
managed by NER Ltd. and NER SPC. The assets are typically cash and cash equivalents and fixed income
asset types. In the event of ceding companies' insolvency, NER Ltd. and NER SPC would need to assert a
claim on the assets supporting the reserve liabilities. However, NER Ltd. and NER SPC have the ability to
offset amounts owed to the ceding companies. Interest generally accrues on these assets based upon the
investment earnings on the underlying investments. The Company is subject to the investment performance
and has all economic rights and obligations on the funds withheld assets, in a fashion similar to the invested
assets held directly by NER Ltd. and NER SPC. The underlying agreements contain embedded derivatives as
discussed in Derivative financial instruments (Note 2(k)).

Funds withheld liabilities

Funds withheld liabilities represent the payable for amounts contractually withheld in accordance with
reinsurance agreements where BAC acts as a cedant. While the assets in the funds withheld liabilities are
legally owned by BAC, the reinsurer is subject to all investment performance and economic rights and
obligations to the funds withheld assets similar to invested assets held directly by the reinsurer. BAC’s funds
withheld liabilities balance includes cash and cash equivalents, fixed income securities and derivatives carried
at fair value and is credited with premiums, investment income (loss), benefits payable and other expenses
deducted as incurred at cost.

Derivative financial instruments

The Company manages foreign currency exposure and other market risks associated with certain assets and
liabilities by using derivative financial instruments such as foreign exchange forwards, cross currency swaps,
interest rate swaps, and bond futures. Derivative financial instruments are classified as held for trading which
are measured as FVTPL investments. Derivative financial instruments are recorded at fair value on
acquisition date and subsequently revalued at fair value at each reporting date. Derivative financial
instruments with positive values are recorded as derivative assets and negative fair values are reported as
derivative liabilities. Changes in fair value of derivatives are recorded in net investment income (loss), in the
Combined Consolidated Statements of Operations.

Derivatives embedded in reinsurance contracts which are not closely related to the host contract are separated
and measured at fair value in the Combined Consolidated Statements of Financial Position. Changes in the
fair value are included in the net investment results from funds withheld in the Combined Consolidated
Statements of Operations.

Assets pledged as collateral

The Company receives and pledges collateral in respect to certain derivative contracts, in order to meet its
contractual obligations. The amount of collateral required is determined by the valuation of each contract on a
mark-to-market basis and the type of collateral to be deposited is specified within the agreement with each
counterparty.

Collateral pledged continues to be recognized in the Combined Consolidated Statements of Financial Position
as the Company retains all rights related to these assets.

Collateral received is not recognized in the Combined Consolidated Statements of Financial Position unless
the Company acquires the rights relating to the economic risks and rewards related to these assets.
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Collateralized borrowing transactions

Securities sold under repurchase agreements are collateralized borrowing transactions. A repurchase
agreement provides the lender of securities the right to receive from the counterparty sufficient cash to
purchase the same securities at the maturity of the agreement. These transactions are measured at amortized
cost and are recorded at amounts at which the securities were initially sold.

The Company recognizes an asset in the Combined Consolidated Statements of Financial Position,
representing the cash received, and a liability for the same amount, representing the obligation to repurchase
the loaned bonds. Repurchase agreements with the same counterparty are presented net in the Combined
Consolidated Statements of Financial Position.

Right to offset

Amounts presented in these financial statements are presented on a net basis when there exists both a legally
enforceable right to offset the recognized amounts and an intention to settle on a net basis, or to realize the
asset and settle the liability simultaneously.

Impairment

At each reporting date, financial assets are assessed for impairment indicators. The Company considers an
impairment loss if it deems it unlikely that it will be able to recover all amounts due according to the
contractual terms of the obligation. For AFS equity investments, a significant and prolonged decline in the
fair value of the security below its cost is considered to be objective evidence of impairment. For all other
financial assets, there must be observable data about the loss events, such as, but not limited to, the issuer’s
financial difficulty, a bankruptcy, default of payment of principal or interest, or specific adverse conditions
affecting an industry or a region.

For financial assets measured at amortized cost, the amount of the impairment loss is measured as the
difference between the asset’s carrying amount and the present value of estimated future cash flows. The
impairment loss is recorded in the Combined Consolidated Statements of Operations.

For financial assets measured at amortized cost, if, in a subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to an event occurring after the impairment was
recognized, the impairment loss is reversed through profit or loss to the extent that the carrying amount of the
investment at the date the impairment is reversed does not exceed what the amortized cost would have been
had the impairment not been recognized. In respect to AFS equity securities, impairment losses previously
recognized in profit or loss are not reversed through profit or loss. Any increases in fair value subsequent to
an impairment loss is recognized in other comprehensive income. In respect of AFS debt securities,
impairment losses are subsequently reversed through profit or loss if an increase in the fair value of the
investment can be objectively related to an event occurring after the recognition of the impairment loss. The
reversal cannot exceed the impairment expense amount. The amount of reversal is recorded in the Combined
Consolidated Statements of Operations.

At each reporting date, or whenever events or changes in circumstances indicate that the carrying amount may
not be recoverable, non-financial assets that are measured at amortized cost are reviewed for impairment. In
addition, irrespective of whether there is any indication of impairment, intangible assets not yet available for
use are tested for impairment annually. An impairment loss is recognized for the amount by which the asset’s
carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an asset’s fair value
less costs to sell and value in use.
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Classification of Financial Instruments

Accrued investment income, reinsurance receivable, due from related party, private loans, mortgages, and
other assets have been classified as loans and receivables. Due to related party, reinsurance payable, accounts
payable and accrued liabilities, and other liabilities have been classified as other financial liabilities. Loans
and receivables and other financial liabilities are measured at amortized cost. For these items, carrying value
approximates fair value due to their short-term nature. Further details of the financial instruments are
described in Note 3.

Leases

IFRS 16 Leases (“IFRS 16”) specifies how to recognize, measure, present, and disclose leases. The standard
provides a single lessee accounting model, requiring lessees to recognize assets and liabilities for all leases.

The Company assesses whether a contract is, or contains, a lease based on whether the contract conveys the
right to control the use of an identified asset for a period of time in exchange for consideration.

If a contract contains a lease, the Company will recognize a right-of-use (“ROU”) asset and a lease liability at
the lease commencement date. The ROU asset and lease liability are initially measured as an amount equal to
the present value of the remaining lease payments over the lease. The discount rate used is the interest rate
implicit in the lease or, if that rate cannot be readily determined, the Company’s incremental borrowing rate.
Generally, the Company uses its incremental borrowing rate as the discount rate.

The ROU asset is depreciated to the earlier of the end of the useful life or lease term using the straight-line
method as this reflects the expected pattern of use. At each reporting date, the Company assesses whether
there is any indication that the ROU asset may be impaired. If an impairment indicator exists, then the
Company will adjust the value of the ROU asset to its recoverable amount and an impairment loss is
recognized. The ROU asset is included in property and equipment in the Combined Consolidated Statements
of Financial Position.

The lease liability is subsequently measured by increasing the carrying amount to reflect interest on the lease
liability (using the effective interest method) and by reducing the carrying amount to reflect the lease
payments made. It is remeasured when there is a change in future lease payments arising from a change in
rates or there is a change in the Company’s estimate of the amount expected to be payable.

Insurance reserves
Contract classifications

Contracts under which the Company accepts significant insurance risk from a policyholder are classified as
insurance contracts in accordance with IFRS 4 Insurance Contracts (“IFRS 4”) on the Combined
Consolidated Statements of Financial Position. A contract is considered to have significant insurance risk if,
and only if, an insured event could cause an insurer to make significant additional payments in any scenario,
excluding scenarios that lack commercial substance at the inception of the contract. Contracts under which
the Company does not accept significant insurance risk are classified as either investment contracts or
considered a service contract and are accounted for in accordance with IAS 39 Financial Instruments:
Recognition and Measurement or IFRS 15 Revenue from Contracts with Customers, respectively. Once a
contract has been classified as an insurance contract, it remains an insurance contract for the remainder of its
term, even if the insurance risk reduces significantly during the year, unless all rights and obligations are
extinguished or expire. Investment contracts can be reclassified as insurance contracts if insurance risk
subsequently becomes significant.
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Measurement

In accordance with IFRS 4, the Company has applied existing accounting practices for insurance and
participating investment contracts, modified as appropriate to comply with the IFRS framework and
applicable standards.

The long-term insurance reserves are calculated separately for each product type, based either on local
regulatory requirements or existing local GAAP (at the later of the date of transition to IFRS or the date of the
acquisition of the entity); and actuarial principles consistent with those applied in each local market.

Insurance reserves are determined by BAC using the Canadian Asset Liability Method (“CALM”), in
accordance with the standards of the Canadian Institute of Actuaries (“CIA”) and as permitted by IFRS 4.

Insurance reserves represent the amount required to provide for future benefits payments and administrative
expenses on policies in force with BAC. Insurance reserves are presented gross of reinsurance assets on the
Combined Consolidated Statements of Financial Position. BAC’s Appointed Actuary is responsible for
determining the amount of insurance reserves in accordance with standards established by the CIA. CALM is
used to determine insurance reserves and incorporates best-estimate assumptions for longevity, future
investment yields, administration costs, margins for adverse deviation and inflation. Margins for adverse
deviation are necessary to provide for possibilities of misestimation and future deterioration in the best
estimate assumptions, and provide reasonable assurance that insurance reserves cover a range of possible
outcomes. Margins are reviewed periodically for continued appropriateness.

BAC has designated invested assets supporting insurance reserves as FVTPL or as loans and receivables.
Since the value of the insurance reserves is determined by reference to the assets supporting those reserves,
changes in the insurance reserves offset a significant portion of the changes in fair value of these FVTPL
assets recorded in net income (loss).

Insurance reserves are determined by NER Ltd. using US GAAP reserve methodology, as permitted by IFRS
4. Insurance reserves are carried at the accumulated contract holder values without reduction for potential
surrender or withdrawal charges. These are equal to the balance that accrues to the benefit of the
policyholders as of the reporting date (commonly referred to as the account value), including policyholders’
accumulated net deposits plus a guaranteed rate of interest credited, less policyholder deaths and withdrawals.
Insurance reserves are further evaluated using accepted actuarial valuation methods based on assumptions
related to mortality, withdrawals, surrender and deposit rates, determined when the policies are assumed.

Insurance reserves are determined by NER SPC using US GAAP reserve methodology, as permitted by IFRS
4. Insurance reserves for fixed index annuity contracts (with embedded derivatives) are carried at fair value
with an explicit margin added to the mortality, lapse and partial withdrawal assumptions. The host contract
and the embedded derivative are bifurcated. The embedded derivative cash flows incorporate a risk margin
and are discounted using a rate that reflects our own credit rating. The host contract is established at contract
inception as the initial value less the initial fair value of the embedded derivative and accreted over the
policy’s life. The host value’s accretion rate is updated each quarter so that the present value of the actual and
expected guaranteed cash flows is equal to the initial host.

An additional liability is established for Life Income Benefit Rider (“LIBR”) benefits -withdrawals paid after
the contract account value is exhausted. The liability accrues in proportion to contractual assessments using
the crediting interest rate. The present value of expected excess benefits and assessments is projected over a
range of stochastic equity scenarios. Retrospective unlocking is performed by replacing mean stochastic
projected assessments and benefits with actual, revising projections of future experience and resolving for the
portion of assessments required.
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Key reserve assumptions are based on industry standard data adjusted to align with actual experience, if
necessary. The Company periodically reviews actual and anticipated experience compared to the assumptions
used to establish future policy benefit reserves. Due to the many assumptions and estimates used in
establishing reserves, and the long-term nature of the reinsurance contracts, the reserving process, while based
on standard actuarial practices, is inherently uncertain.

Reinsurance assumed

NER Ltd. closed a retrocession agreement on September 3, 2021 with a third party insurance company to
reinsure multi-year guarantee fixed annuities. At the time of closing, the retrocession agreement had a
retrospective effective date of April 1, 2021, representing the date on which the Company has the reinsurance
contractual obligations.

NER Ltd. assumes insurance contracts under modified coinsurance arrangements (“Modco”). NER Ltd.
generally has the right of offset on reinsurance contracts but have elected to present reinsurance settlement
amounts due to and from the cedant on a gross basis.

Assets and liabilities assumed under Modco are presented gross on the balance sheet. For insurance contracts,
the change in assumed reserves and benefits are presented as change in insurance reserves on the Combined
Consolidated Statements of Operations. Assumed premiums are included in premiums on the Combined
Consolidated Statements of Operations. Expenses outside of account value, such as commissions and federal
excise taxes, are included in other reinsurance expenses in the Combined Consolidated Statements of
Operations.

NER SPC closed a retrocession agreement on October 8, 2021 with an insurance company which was the
Company's associate to reinsure fixed indexed annuities. At the time of closing, the retrocession agreement
had a retrospective effective date of July 1, 2021, representing the date on which the Company has the
reinsurance contractual obligations.

NER SPC assumes insurance contracts under Modco and Coinsurance. NER SPC generally has the right of
offset on reinsurance contracts but have elected to present reinsurance settlement amounts due to and from the
cedant on a gross basis.

Reinsurance ceded

In the normal course of business, BAC is a user of reinsurance in order to limit the potential for losses arising
from certain exposures. To the extent that third party reinsurers are unable to meet their obligations, BAC
remains liable to its policyholders for the portion reinsured.

At each reporting date, the reinsurance asset and reinsurance receivable, if any, are assessed for impairment.
If there is objective evidence that the reinsurance asset or reinsurance receivable are not recoverable and the
impact of the event can be reliably measured, an impairment loss is recognized for the amount by which the
carrying amount exceeds the recoverable amount.

BAC has two types of reinsurance arrangements.

Longevity reinsurance

BAC enters into longevity reinsurance transactions with third party reinsurers. As part of the agreements, the
Company commits to pay the reinsurers a schedule of fixed payments relating to a proportion of defined
blocks of policyholder benefits. In return, the reinsurers reimburse the actual cost of their proportion of
benefit expenses on those blocks to BAC. Settlement of fixed and actual payments between BAC and the
reinsurers are on a net basis. The difference between fixed and actual payments on past service is recognized
in the same period as the related claim is incurred within benefits ceded in the Combined Consolidated
Statements of Operations. Any unsettled amounts on past service from the reinsurers is recognized as a
reinsurance receivable or payable in the Combined Consolidated Statements of Financial Position.
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BAC is liable for reinsurance fees for the transactions. The fees are recognized as incurred and are included in
ceded premiums in the Combined Consolidated Statements of Operations.

The benefits to which BAC is entitled under its reinsurance transactions are recognized as reinsurance assets
in the Combined Consolidated Statements of Financial Position. The reinsurance assets related to longevity
reinsurance is the difference between the schedule of fixed and actual benefit payments on a proportion of
defined blocks of business.

Quota share reinsurance

BAC enters into quota share reinsurance transactions with third-party reinsurers. The agreement covers
policyholder benefits for a proportion of business reinsured. The proportion varies for certain discrete blocks
of business.

At the inception of each quota share reinsurance contract, premiums ceded and a corresponding decrease in
cash or payable is recognized in proportion to the business reinsured by the external reinsurer. BAC also
recognizes a reinsurance asset and a change in insurance reserves ceded in the Combined Consolidated
Statements of Financial Position and the Combined Consolidated Statements of Operations, respectively. The
benefits to which BAC is entitled under its reinsurance contracts are recognized as reinsurance assets.

The reinsurer is committed to pay BAC a proportion of actual benefit expenses. The amounts are reported in
benefits ceded in the same period as the related benefit expense is incurred. In cases where the benefit
payments are due but not fully received from the reinsurer, BAC will recognize a reinsurance receivable. In
cases where benefit payments are due, but amounts are received in excess from the reinsurer, BAC will
recognize a reinsurance payable.

Under reinsurance contracts with unregistered reinsurers, assets are required to be pledged to BAC in order to
secure payment of liabilities under the reinsurance agreement. Unregistered reinsurers are reinsurers which
are not regulated by OSFI. The pledged assets are held in Canada by a Canadian financial institution that is
not affiliated with the third party reinsurer. BAC maintains a valid and enforceable security interest that has
priority over any other security interest in the collateral. In the event of default by the reinsurer, BAC has the
right to liquidate or take legal possession of these assets, in a timely manner.

Deferred revenue

The deferred revenue for interest-sensitive life and investment-type contracts is amortized over the life of the
policies. Different amortization methods are permissible, one of these methods being present value of
estimated gross profits. However, if estimated gross profits are expected to be negative, alternative
amortization techniques are to be used. Given the absence of initial profits for NER Ltd., the deferred
revenue is amortized by number of in-force policies. Estimates of in-force policy numbers are based on
assumptions using accepted actuarial methods. Amortization is recorded in total revenue within the
Combined Consolidated Statements of Operations.

Deferred acquisition costs

The Company incurs costs in connection with acquiring or renewal of reinsurance business. Costs that are
directly related to the successful acquisition of reinsurance contracts are capitalized as deferred acquisitions
costs (“DAC”) to the extent that they are recoverable from gross profits. These costs consist of commission
and policy issuance costs, as well as sales inducements credited to policyholder account balances. The DAC
is amortized over the life of the policies in proportion to the estimated gross profits.
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Premiums

Gross premiums are recognized as revenue when due and collection is reasonably assured. When premiums
are recognized, insurance reserves are computed, the result being that benefits and expenses are matched with
such revenue. Premiums ceded are recognized when due and in accordance with the terms of the contractual
agreement between the Company and reinsurer. Premium refunds, if any, are recognized on an accrual basis.

Benefits paid

Gross benefits and benefits ceded are recorded in the Combined Consolidated Statements of Operations when
they are due and incurred.

Net investment income
Interest income is calculated using the effective interest method.
Dividend income is recognized when the right to receive payments is established.

Realized gains (losses) on investments and derivatives represent the difference between net sale proceeds and
the purchase price.

Unrealized gains (losses) on investments and derivatives measure the difference between the fair value of
investments at the end of each reporting date and their purchase price. The net movement reflects both
unrealized gains and losses recognized during the year adjusted for any prior period unrealized gains and
losses which have been realized in the current accounting period.

Investment upfront fees are recognized when the performance obligation has been satisfied under the
contractual terms and customary business practice, which may be satisfied over time or at a point in time, in
accordance with IFRS 15. The amounts are included in net investment income.

Net investment results from funds withheld

Net investment results from funds withheld include investment income on funds withheld investments and
changes in the fair value of derivatives embedded in reinsurance contracts, as discussed in Note 2(k). Changes
in the fair value of the embedded derivative are included in the net investment results from funds withheld in
the Combined Consolidated Statements of Operations.

Net hedging expenses

Net hedging expenses relate to costs incurred and mark to market movement associated with derivative
contracts not directly related to the Company's insurance operating companies' investment portfolios or
insurance reserves.

Income taxes

Current tax assets and liabilities are measured at the amount expected to be recovered from or paid to taxation
authorities within a year. The tax rates and tax laws used to compute the amounts are those that are enacted or
substantively enacted at the end of each year.

Deferred income tax assets are recognized to the extent that it is probable that taxable profits will be available
against which the unused tax losses or unused tax credits can be utilized by the Company. To the extent that it
is not probable that taxable profit will be available against which the unused tax losses or unused tax credit
can be utilized, the deferred tax asset is not recognized.
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Foreign currencies

The Company’s functional currency was changed from Canadian Dollar (“CAD”) to USD during the fourth
quarter as the primary economic activities which influenced the services provided, investment portfolio and
financing activities were based in the United States. Foreign currency denominated monetary assets and
liabilities of the Company are translated using the rate of exchange prevailing at the reporting date and non-
monetary assets and liabilities measured at fair value are translated at the rate of exchange prevailing at the
date when the fair value was determined. Revenues and expenses are measured at average rates during the
year. Gains or losses on translation of these items are included in net income.

For purposes of presenting the financial statements, assets and liabilities of the Company are translated using
the exchange rate prevailing at the reporting date. Revenue and expenses are measured at transactional or
average rates during the year. Gains or losses on translation of these items are included in other
comprehensive income.

There was no impact on the financial statements as a result of the change in functional currency, as the
Company's presentation was previously determined to be USD.

Investment in associates

Associates are entities over which the Company exercises significant influence. Significant influence is the
power to participate in the financial and operating policy decisions of the investee but without control or joint
control over those policies. We use the equity method to account for our investments in associates within the
Combined Consolidated Statements of Financial Position.

Interests in associates accounted for using the equity method are initially recognized at cost. At the time of
initial recognition, if the cost of the associate is lower than the proportionate share of the investment's
underlying fair value, the Company records a gain on the difference between the cost and the underlying fair
value of the investment in net income. If the cost of the associate is greater than the Company’s proportionate
share of the underlying fair value, goodwill relating to the associate is included in the carrying amount of the
investment.

Subsequent to initial recognition, the carrying value of the Company’s interest in an associate is adjusted for
the Company’s share of comprehensive income and distributions of the investee. Profit and losses resulting
from transactions with an associate are recognized in the financial statements based on the interests of
unrelated investors in the investee. The carrying value of associates is assessed for impairment indicators at
each reporting date. Impairment losses on equity accounted investments may be subsequently reversed in net
income. Further information on equity accounted investments is available in Note 8.

Property and equipment

Items of property and equipment are measured at cost less accumulated depreciation and accumulated
impairment losses, if any. Cost includes expenditures that are directly attributable to the acquisition of the
asset. The costs of assets include the cost of materials and direct labour, any other costs directly attributable to
bringing the assets to a working condition for their intended use, and the cost of dismantling and removing the
items and restoring the site on which they are located.

Depreciation of property and equipment commences when it is available for use. Property and equipment are
depreciated on a straight-line basis over the estimated useful lives of each component of the property and
equipment. The estimated useful lives of the property and equipment are three to five years.

Leasehold improvements are depreciated over the period of the lease or estimated useful life, whichever is the
shorter, on a straight-line basis. The ROU asset is depreciated on the straight-line basis over the lease term.
The estimated useful lives, residual values and depreciation methods are reviewed at the end of each annual
reporting period, with the effect of any changes recognized on a prospective basis.
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Segments

In accordance with IFRS 8 Operating Segments, the Company uses a management approach to determine
operating segments. The management approach considers the internal organization and reporting used by the
Company’s chief operating decision maker (“CODM”) for making decisions, allocation of resources and
assessing performance. The Company’s CODM has been identified as the Chief Executive Officer who
reviews the results of operations when making decisions about allocating resources and assessing
performance of the Company. Our operations were reorganized into two reportable segments during the
fourth quarter: Reinsurance and PRT (see Note 18).

Earnings per share

The holders of the class C shares are entitled to received distributions if, as and when declared or authorized.
Our Board of Directors has adopted a policy that class C share distributions will be paid quarterly in an
amount equal to the Company’s distributable earnings (as determined by management of the Company) after
payment of distributions on the class A exchangeable shares, class B shares and any other shares ranking
senior to the class C shares and after provision for expenses, anticipated cash needs, and other similar
adjustments.

Total outstanding class C shares have been used to calculate basic and diluted earnings per share. Class A
exchangeable shares and class B shares are not considered participating securities nor considered to be
ordinary shares, and consequently per share amounts for these classes of shares has not been presented.

Basic earnings per share attributable to class C sharcholders are calculated by dividing the Company's net
income for the year, less distributions payable to class A exchangeable and class B sharcholders, by the
weighted average number of class C shares outstanding during the year. Diluted earnings per share are
determined by adjusting the weighted average number of shares outstanding for the effects of all dilutive
potential shares.

Basic and diluted earnings per share for the year ended December 31, 2020 and 2019 of $18.92 and $67.72,
respectively, were calculated by dividing the net income attributable to Brookfield for the year by the
weighted average number of BAH common shares (2020 — 85 million, 2019 — 81.6 million, respectively). The
earnings per share amounts for December 31, 2020 and 2019 are not comparable to the earnings per share
amount for the year ended December 31, 2021 as a result of the Spin-off and the issuance of Class A
exchangeable shares, class B shares and class C shares on June 28, 2021. Further details of the Spin-off are
described in Note 1(b).

Accounting estimates and judgements

The preparation of the financial statements in accordance with IFRS requires management to make
assumptions and estimates that affect the reported amounts of assets and liabilities and the disclosure of
contingent assets and liabilities at the date of the financial statements. Estimates are subject to uncertainty and
can therefore differ significantly from actual results. The items most susceptible to changes in estimates and
assumptions include the measurement of insurance reserves, reinsurance assets, the fair value of financial
assets determined using valuation techniques and the impairment of financial instruments. Actual results may
differ from our estimates thereby impacting the financial statements. Outcomes within the next financial year
that are different from assumptions could require a material adjustment to the carrying amount of the asset or
liability affected.

Management judgment is also used in applying the accounting policies used to prepare the financial
statements. The items most susceptible to changes in estimate and judgements are the measurement of
reinsurance assets (Note 10), insurance reserves (Note 10), and impairment of available-for-sale securities and
loans and receivables (Note 3).
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Structured entities

The Company invests a portion of its assets in structured entities that issue debt and preferred securities to
subsidiaries of the Company, and its reinsurance treaty accounts.

The Company is the primary beneficiary of the variable returns of assets held within the entities, and while
the Company is not involved in the investment decision process, the investment manager for the structured
entities is a related party with significant residual economic interest in the Company. As a result, these entities
are consolidated within the Company’s financial statements. We assess the variable returns determination for
our structured entities on an ongoing basis. Liabilities of the entities that do not eliminate upon consolidation
are recorded as liabilities of structured entities.

The carrying amount of the Company’s investment in the consolidated structured entities is determined in
accordance with the Company’s accounting policies for the underlying securities held within the structured
entities.

Amendments adopted during the current year
Interest Rate Benchmark Reform

In August 2020, the IASB published Interest Rate Benchmark Reform—Phase 2, which issued amendments
to IFRS 9, IAS 39, IFRS 7 Financial Instruments: Disclosures, IFRS 4 and IFRS 16. The amendments
complement Interest Rate Benchmark Reform—Phase 1, which was issued in 2019, and focus on the effects
on financial statements when the old interest rate benchmark is replaced with an alternative benchmark rate as
a result of the reform. The amendments provide relief from remeasurement impacts on financial instruments
and discontinuance of hedge relationships arising from reform of an interest rate benchmark, including its
replacement with alternative benchmark rates. The amendments were effective for annual reporting periods
beginning on or after January 1, 2021.

Most US London Interbank Offered Rate ("LIBOR") values will be discontinued on June 30, 2023. Transition
activities in the market are ongoing and are focused on two broad streams of work: (i) developing new
alternative risk-free rate linked products and (ii) converting existing LIBOR-based contracts to alternative
risk-free rates. Transition activities for the Company include incorporation of contractual provisions for new
LIBOR-based financial instruments that provide a means to determining new alternative benchmark rates
upon the expiry of LIBOR. The Company invests in the debt securities that pay interest based on floating
interest rates indexed to either one-month, three-month or six-month US LIBOR. As at December 31, 2021,
the carrying value of these debt securities was $425 million. The Company does not expect the transition to
an alternative risk-free rate to have a material impact on its Combined Consolidated Financial Statements and
its risk management strategy. The Company does not have any further exposure to LIBOR as at December 31,
2021.

Future accounting policy changes
IFRS 17

In May 2017, the IASB issued IFRS 17 Insurance Contracts (“IFRS 17”’) which will replace IFRS 4 and will
be applied retrospectively. In June 2020, the IASB issued the amendment to IFRS 17, which include deferral
of the effective date to annual periods beginning on or after January 1, 2023. In addition, the IASB extended
the exemption for qualifying insurers to apply IFRS 9 Financial Instruments (“IFRS 9”), so that both IFRS 9
and IFRS 17 will have the same effective date.
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(i)

(iii)

(tv)

v)

IFRS 17 sets out the requirements for the recognition, measurement, presentation and disclosures of insurance
contracts a company issues and reinsurance contracts it holds.

The future profit for providing insurance coverage is recognized in profit or loss over time as the insurance
coverage is provided.

IFRS 17 will affect how the Company accounts for its insurance contracts and how it reports financial
performance in the Combined Consolidated Statements of Operations. The Company continues to assess the
impact of IFRS 17, which is expected to have a significant impact on the timing of earnings recognition, as
well as presentation and disclosure, for its insurance contracts.

IFRS 9

In July 2014, the IASB published the complete version of IFRS 9, which replaces IAS 39 and is effective for
annual periods beginning on or after January 1, 2018, with retrospective application. IFRS 9 provides changes
to the classification and measurement of financial assets and liabilities, an expected credit loss model that
replaces the existing incurred loss impairment model, and new hedge accounting guidance. In September
2016, the IASB issued an amendment to IFRS 4 to provide qualifying insurance companies with an optional
temporary exemption from applying IFRS 9. The Company qualifies and has elected to take the deferral
approach as its activities are predominantly connected with insurance.

In December 2021, the IASB published a narrow-scope amendment to IFRS 9, which allow insurers to apply
the classification overlay to address possible accounting mismatches between financial assets and insurance
contract liabilities in the comparative information presented on the initial application of IFRS 9 and IFRS 17.

The Company is currently assessing the impact of implementing IFRS 9 on the Combined Consolidated
Financial Statements. Further details are disclosed in Note 3(h).

Amendments to IFRS 3

In May 2020, the IASB issued Reference to the Conceptual Framework, which includes amendments to IFRS
3 Business Combinations. The amendments update an outdated reference to the Conceptual Framework in
IFRS 3 without significantly changing the requirements in the standard. The amendments apply to business
combinations for which the acquisition date is on or after January 1, 2022. The Company is currently
assessing the impact of the adoption of these amendments on the Combined Consolidated Financial
Statements.

Amendments to IAS 37

In May 2020, the IASB issued Onerous Contracts - Cost of Fulfilling a Contract, which includes amendments
to IAS 37 Provisions, Contingent Liabilities and Contingent Assets. The amendments specify that the ‘cost of
fulfilling’ a contract comprises the ‘costs that relate directly to the contract’. Costs that relate directly to a
contract can either be incremental costs of fulfilling that contract or an allocation of other costs that relate
directly to fulfilling contracts. The amendments are effective for annual periods beginning on or after January
1, 2022. The Company is currently assessing the impact of the adoption of these amendments on the
Combined Consolidated Financial Statements.

Annual Improvements to IFRS Standards 2018-2020

In May 2020, the IASB issued Annual Improvements to IFRS Standards 2018-2020, which includes minor
amendments to three IFRS standards applicable to our Combined Consolidated Financial Statements. The
amendments apply prospectively. The amendments are effective for annual periods beginning on or after
January 1, 2022.
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(vi)

(vii)

Amendments to IAS 1

In February 2021, IASB issued 'Disclosure of Accounting Policies (Amendments to IAS 1 and IFRS Practice
Statement 2)' with amendments that are intended to help preparers in deciding which accounting policies to
disclose in their financial statements. The amendments are effective for annual periods beginning on or after
January 1, 2023. The Company is currently assessing the impact of the adoption of these amendments on the
Combined Consolidated Financial Statements.

Amendments to IAS 8

In February 2021, IASB published 'Definition of Accounting Estimates (Amendments to IAS 8)' to help
entities distinguish between accounting policies and accounting estimates. The amendments are effective for
annual periods beginning on or after 1 January 2023. The Company is currently assessing the impact of the
adoption of these amendments on the Combined Consolidated Financial Statements.

(viii) Amendments to IAS 12

(al)

In May 2021, the IASB published Deferred Tax related to Assets and Liabilities arising from a Single
Transaction, which amended IAS 12, Income Taxes. The amendments relate to the recognition of deferred tax
when an entity accounts for transactions, such as leases or decommissioning obligations, by recognizing both
an asset and a liability. The amendments are effective for annual reporting period beginning on or after
January 1, 2023. The Company is evaluating the impact of the adoption of these amendments on its
Combined Consolidated Financial Statements.

Impact of COVID-19

Since the outbreak of COVID-19, emergency measures taken in response to the spread of the virus have
resulted in significant disruption to business operations globally, resulting in an economic slowdown. Global
equity and capital markets have also experienced significant volatility and weakness. The governments have
reacted with significant monetary and fiscal interventions designed to stabilize economic conditions. These
developments are constantly evolving and the duration and impact of the COVID-19 pandemic is highly
uncertain and cannot be predicted at this time but could have a material impact on the future performance of
the assets. Where COVID-19 relates specifically to our business, specifically in valuing our insurance and
reinsurance liabilities, we have allowed for identified deaths but we have not made any changes to our
longevity assumptions as it remains too early to quantify the potential long-term impacts from COVID-19 on
longevity.
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NOTE 3. FINANCIAL INSTRUMENTS
a) Summary of cash and cash equivalents, investments and derivative assets and liabilities

The summary of financial assets and financial liabilities is as follows:

2021

AS AT DEC. 31 Amortized
US$ MILLIONS FVTPL' AFS Cost Total
Cash and cash equivalents

Cash $ — 3 — 3 320 320

Cash equivalents — — 73 73
Total cash and cash equivalents — — 393 393
Derivatives

Foreign exchange forwards 10 — — 10

Bond futures 9 — — 9

Options 127 — — 127
Total derivative assets 146 — — 146
Bonds

Government 377 1,287 — 1,664

Corporate 1,586 306 — 1,892
Private debt — 208 — 208
Total debt securities 1,963 1,801 — 3,764
Common shares — 275 — 275
Preferred shares 4 14 — 18
Private equity and other — 247 — 247
Total equity 4 536 — 540
Total loans and receivables — — 639 639
Total investments 1,967 2,337 639 4,943
Reinsurance funds withheld 4,650 — — 4,650
Interest rate swaps (1 — — 1)
Total derivative liabilities (0)) — — (0))
Funds withheld liabilities 12) — — 12)

1. All financial instruments measured at FVTPL have been designated as FVTPL at initial recognition except for derivative assets and liabilities, which are financial

assets that are held for trading.
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2020

AS AT DEC. 31 Amortized
US$ MILLIONS FVTPL' AFS Cost Total
Cash and cash equivalents

Cash $ — 3 — 3 16 $ 16

Cash equivalents — — 19 19
Total cash and cash equivalents — — 35 35
Derivatives

Foreign exchange forwards 5 — — 5

Bond futures 2 — — 2
Total derivative assets 7 — — 7
Bonds

Government 372 29 — 401

Corporate and other 732 36 — 768
Total debt securities 1,104 65 — 1,169
Total preferred shares — 3 — 3
Total loans and receivables — — 21 21
Total investments 1,104 68 21 1,193
Funds withheld liabilities 12) — — 12)

1. All financial instruments measured at FVTPL have been designated as FVTPL at initial recognition except for derivative assets and liabilities, which are financial
assets that are held for trading.

The Company assesses that the carrying value of the financial assets measured by amortized cost
approximates their fair value.

The fair value of investments, excluding common shares, preferred shares and cash and cash equivalents, are
shown by contractual maturity of investments.
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AS AT DEC. 31

US$ MILLIONS 2021 2020

Terms to maturity:

Bonds:
Within 1 year $ 1,223 $ 31
1-3 years 50 46
4-5 years 116 40
Over 5 years 2,167 1,052

Private debt:

Within 1 year 96 —
1-3 years — —
4-5 years — —
Over 5 years 112 —

Loans and receivables

Within 1 year 170 —
1-3 years 117 3
4-5 years 116 —
Over 5 years 236 18
Total $ 4,403 § 1,190

b)

AFS investments and investments measured at amortized cost are individually evaluated for impairment in
establishing the allowance for impairment. For the year ended December 31, 2021, the Company did not incur
any impairment expense (December 31, 2020 — $Nil).

Fair value hierarchy

Investments measured at fair value are classified in accordance with a valuation hierarchy that reflects the
significance of the inputs used in determining their fair value, as per IFRS 13 Fair Value Measurement. Under
Level 1 of this hierarchy, fair value is derived from unadjusted quoted prices in active markets for identical
investments. Under Level 2, fair value is derived from market inputs that are directly or indirectly observable
other than unadjusted quoted prices for identical investments. Under Level 3, fair value is derived from inputs
that are not based on observable market data.

The following sets out the financial assets and financial liabilities classified in accordance with the above-
mentioned fair value hierarchy, excluding financial assets and financial liabilities that are carried at amortized
cost.
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2021

AS AT DEC. 31
US$ MILLIONS Level 1 Level 2 Level 3 Total

Financial assets
Fair value through profit or loss:

Bonds $ — 5 1,963 $ — 8 1,963
Common shares 243 — — 243
Preferred shares 4 — — 4
Derivative assets 9 137 — 146
Reinsurance funds withheld — 4,650 — 4,650
Available for sale:
Bonds 1,165 428 — 1,593
Private debt — — 208 208
Common shares 1 31 — 32
Preferred shares 3 1 10 14
Private equity and other — — 247 247
Total financial assets S 1,425 $§ 7,210 $ 465 $ 9,100
Financial liabilities
Fair value through profit or loss:
Derivative liabilities — @)) — (€))
Funds withheld liabilities — (12) — 12)
Total financial liabilities $ — $ a3 $ — $ (13)
2020
AS AT DEC. 31
US$ MILLIONS Level 1 Level 2 Total
Financial assets
Fair value through profit or loss:
Bonds $ — 1,104 $ 1,104
Derivative assets 2 5 7
Available for sale:
Bonds — 65 65
Preferred shares 3 — 3
Total financial assets 3 5 8 1,174 § 1,179
Financial liabilities
Fair value through profit or loss:
Funds withheld liabilities — (12) (12)
Total financial liabilities $ — 8 12) $ (12)
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The following table summarizes the valuation techniques and key inputs used in the fair value measurement
of Level 2 financial instruments:

Type of Asset Valuation Techniques and Key Inputs

Bonds Valuation model is based on quoted prices of similar traded securities in active
markets. For example, interest rates and yield curves observed at commonly quoted
intervals, implied volatility, credit spread and market-corroborated inputs.

Derivative Foreign currency forward contracts—discounted cash flow model—forward exchange
assets/Derivative rates (from observable forward exchange rates at the end of the reporting period);
liabilities discounted at a credit adjusted rate.

Valuation model is based on interest rate contracts—discounted cash flow model—
forward interest rates (from observable yield curves) and applicable credit spreads
discounted at a credit adjusted rate.

Warrants Valuation model is based on intrinsic value calculated by the difference between strike
prices and the unadjusted quoted prices of underlying equity investments in active
markets.

Reinsurance funds  Valuation model is based on quoted prices of similar traded securities in active
withheld markets. For example, interest rates and yield curves observed at commonly quoted
intervals, implied volatility, credit spread and market-corroborated inputs.

Funds withheld Valuation model is based on quoted prices of similar traded securities in active
liabilities markets. For example, interest rates and yield curves observed at commonly quoted
intervals, implied volatility, credit spread and market-corroborated inputs.

The Company performs initial and ongoing analysis and review of the valuation techniques utilized in
determining fair value to ensure that they are appropriate and consistently applied, and that the valuation
assumptions are reasonable. The Company analyzes and reviews the data, assumptions and valuation model
to ensure that the fair value represents a reasonable estimate as at reporting period end and to monitor controls
around fair value measurement, which includes quantitative and qualitative analysis and is overseen by the
Company’s investment and accounting personnel.

Fair values determined using valuation models requiring the use of unobservable inputs (Level 3 financial
assets and liabilities) include assumptions concerning the amount and timing of estimated future cash flows
and discount rates. In determining those unobservable inputs, the Company uses observable external market
inputs such as interest rate yield curves, currency rates and price and rate volatilities, as applicable, to develop
assumptions regarding those unobservable inputs.
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The following table summarizes the valuation techniques and significant unobservable inputs used in the fair
value measurement of Level 3 financial instruments:

Significant
unobservable inputs
and relationship of
Significant Unobservable  unobservable inputs
Type of Asset Valuation Techniques Inputs to fair value
Private equity Discounted cash flows * Future cash flows * Increases (decreases)
The future cash flows are in future cash flows
based on cash flows flowing increase (decrease) fair
to the underlying investment value

* Discount rate  Increases (decreases)
The discount rate reflects the in discount rate
inherent risk  of  the increase (decrease) fair
underlying investment value

Private debt Discounted cash flows * Future cash flows * Increases (decreases)

The future cash flows in future cash flows
include expected interest and increase (decrease) fair

principal payments. value
* Discount rate * Increases (decreases)
The discount rate reflects the in discount rate

credit spreads used and the increase (decrease) fair
liquidity conditions of the value
debt instrument.

The following table presents the change in the balance of financial assets and liabilities classified as Level 3
as at December 31, 2021 and 2020:

AS AT DEC. 31

US$ MILLIONS 2021 2020
Balance, beginning of year $ — 3 —
Fair value changes in other comprehensive income 4 —
Additions 1,021 —
Disposals 3) —
Balance, end of year $ 1,017 $ —

There were no transfers between Level 1, Level 2 or Level 3 during the years ended December 31, 2021 and
2020.
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c) Net investment income

Net investment income is comprised of income earned from the following:

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS

Interest income
Cash and cash equivalents
FVTPL investments
AFS investments
Loans and receivables
Total interest income

Realized gains on investments and derivatives
FVTPL investments
Derivatives
AFS investments
Foreign exchange gain/loss
Total realized gains on investments and derivatives

Unrealized gains (losses) on investments and derivatives

FVTPL investments
Derivatives

Total unrealized gains (losses) on investments and derivatives

Investment manager fees
Net investment income
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1 3 — —
51 28 19
12 2 1
5 R _
69 30 20
3 3 10
14 — —
2 _ _

9 _ _
28 3 10
(60) 46 26
27 6 1
(33) 52 27
©) (1) =
60 S 84 $ 57




d)

Net investment results from funds withheld

Net investment results from funds withheld is comprised of income earned from the following:

FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2021 2020 2019

Interest income

FVTPL investments $ 29 § $ —
Total interest income attributable to funds withheld 29 — —
Realized losses on investments and derivatives

FVTPL investments ?2) — —

Foreign exchange losses “) — —
Total realized losses on investments and derivatives attributable to
funds withheld 6) — —
Unrealized losses on investments and derivatives

FVTPL investments a9) —

Foreign exchange losses Q) — —
Total unrealized losses on investments and derivatives attributable
to funds withheld (20) — —
Other investment income 75 — —
Net investment results from funds withheld $ 78 $ — 5 =

e) Derivative financial instruments

The Company manages foreign currency exposure and other market risks associated with certain assets and
liabilities by using derivative financial instruments such as foreign exchange forwards, bond futures, bond
forwards, currency swaps, interest rate swaps and warrants. Derivative financial instruments are financial
contracts whose value is derived from underlying interest rates, exchange rates or other financial instruments.

Foreign exchange forwards, bond forwards, currency swaps, interest rate swaps and warrants are over-the-
counter (OTC) contractual agreements negotiated between counterparties. Futures contracts are traded on an
organized market and are contractual obligations to buy or to sell a financial instrument at a predetermined
future time at a given price.

The notional principal represents the amount to which a rate or price is applied to determine the cash flows to
be exchanged periodically and does not represent credit exposure. Maximum credit risk is the estimated cost
of replacing derivative financial instruments which have a positive value, should the counterparty default. As
at December 31, 2021, the derivative counterparty credit risk was $146 million (2020 — $7 million) and the
counterparties credit rating was A- or higher (2020 — A+ or higher).

Notional principal by terms of maturity and the fair value of derivatives are presented in the table below.
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AS AT DEC. 31, 2021
US$ MILLIONS Notional amount
Fair
Fair value value Collateral Within 1-3 4-5 OverS Notional
asset liabilities = pledged 1year years years years principal
Exchange traded
Bond futures $ 9 8 — § 22 % 730 $ —§ —$ — $ 730
Over-the-counter
Foreign exchange forwards 10 — 1 787 59 — — 846
Warrants — — — 1 — — — 1
Currency swaps — — — — 10 — 8 18
Interest rate swaps — (1) — — — 1 71 72
Options 127 — — 5,802 — — — 5,802
Total $ 146§ @ s 23 $7320 $ 69 § 1 $§ 79 $ 7,469

'Derivative liabilities are included in the Note 9 Accounts Payable and Other.

AS AT DEC. 31, 2020
US$ MILLIONS Notional amount
Fair
Fair value value Collateral Within 1-3 4-5 OverS Notional
asset liabilities pledged 1year years years Yyears principal
Exchange traded
Bond futures $ 23 — 3 13§ 192 § —$ —§ — § 192
Over-the-counter
Foreign exchange forwards 5 — — 235 — — — 235
Interest rate swaps — — — — — — 7 7
Total $ 7 8 — 8 13 § 427 § — $ — § 7 8 434

The Company monitors the fair values of bond futures and forwards on a daily basis, with additional cash
collateral obtained or refunded as necessary.

Bond futures, foreign exchange forwards and options mature in less than 1 year. Interest rate swaps mature in
over 4 years and settle on a semi-annual basis. Derivatives are measured at FVTPL and are reported on the
Combined Consolidated Statements of Financial Position as derivative assets or derivative liabilities. The fair
value of exchange-traded futures contracts is determined based on Level 1 inputs. OTC foreign currency
forwards, bond forwards, currency swaps and interest rate swaps are valued on the contract notional amounts,
which is the difference between contract and market rates. These inputs are derived from observable market
data and as such are classified as Level 2 instruments.

For OTC derivatives, collateral is collected from and pledged to derivative counterparties according to the
Credit Support Annexes, which form part of the International Swaps and Derivatives Associations' master
agreements, when the exposure exceeds a specified threshold. For exchange-traded derivatives, their positions
are margined on a daily basis (both initial margin and variation margin) subject to derivative clearing
agreements with the exchanges and clearing houses. As at December 31, 2021, the Company has pledged
$23 million of financial assets as collateral under the terms of the derivative contracts (2020 — $13 million).

For an analysis of the Company’s risks arising from financial instruments and the policies and procedures to
manage these risks refer to Note 12 Risk Management.
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Securities sold under repurchase agreements

Securities sold under repurchase agreements are accounted for as collateralized borrowing transactions, are
measured at amortized cost and are recorded at the amounts at which the securities were initially sold. Under
these agreements, the Company may sell securities from its portfolio for periods of time. In exchange, the
Company obtains possession of cash from the financial institution with market values equal to the principal
amount sold under these agreements. As at December 31, 2021, the Company did not have amounts
outstanding under repurchase agreements (2020 — $Nil). For the year ended December 31, 2021, interest
expense paid related to the use of the repurchase agreements was $Nil (2020 — $Nil).

The cash received by the Company is equal to the market value of the securities sold on the trade date. As a
result, there is no significant exposure to credit risk associated with these agreements.
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g) Summary of investments

2021 2020
AS AT DEC. 31 Carrying Carrying
US$ MILLIONS Amount Percent Amount Percent
Corporate debt securities
Corporate bonds $ 1,892 37% $ 788 66 %
Private debt 208 4 % — — %
Private loans 517 10 % — — %
Mortgages 122 3% — — %
2,739 54 % 788 66 %
Government bonds
United States government 1,271 25 % 25 2 %
Canada government 61 1% 35 3 %
Canada provincials 332 7 % 341 28 %
1,664 33 % 401 33 %
Derivatives
Foreign exchange forwards 10 — % 5 — %
Bonds futures 9 — % 2 — %
Options 127 3% — — %
146 3% 7 1 %
Equity
Preferred shares 18 — % 3 — %
Common shares 275 5% — — %
Private equity and other 247 5% — — %
540 10 % 3 — %
Total $ 5,089 100 % $ 1,199 100 %

h) Solely Payments of Principal and Interest ("SPPI") Disclosure

As noted in Note 2 (aj)(ii), the Company has taken the temporary exemption to apply IFRS 9 until IFRS 17 is
adopted on January 1, 2023 on the basis that the Company’s activities are predominantly connected with
insurance, and it has not previously applied IFRS 9. The percentage of the total carrying amount of the
liabilities connected with insurance relative to the total carrying amount of all its liabilities was less than or
equal to 90 per cent but greater than 80 per cent, and the Company determined that it did not engage in a
significant activity unconnected with insurance.

As a consequence of deferring the introduction of IFRS 9, we will provide additional disclosures until we
apply the standard for the first time in order to compare our presentation of investments and other financial
instruments with those of companies that already apply IFRS 9.
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The following additional disclosure, required by IFRS 4 for eligible insurers, presents the fair value and the
amount of change in the fair value of the Company’s financial assets as of and for the years ended
December 31, 2021 and December 31, 2020, showing separately the fair value of financial assets with
contractual terms that give rise to cash flows that are SPPI on the principal amount outstanding and the fair
value of financial assets that do not give rise to cash flows that are solely payments of principal and interest
on the principal amount outstanding (“Non-SPPI”).

SPPI Non-SPPI
AS AT DEC. 31,2021 Change in Change in
US$ MILLIONS Fair value fair value Fair value fair value
Financial assets
Debt securities $ 1,884 § 2 $ 2,023 $ 2
Equities — — 397 —
Loans and receivables 639 — — —
Total $ 2,523 § 2 3 2,420 $ 2
SPPI Non-SPPI
AS AT DEC. 31, 2020 Change in Change in
US$ MILLIONS Fair value fair value Fair value fair value
Financial assets
Debt securities $ 43 1 3 1,125 $ —
Equities — — 3 —
Loans and receivables 21 — — —
Total S 64 $ 1 $ 1,128 $ —

The following additional disclosure, required by IFRS 4 for eligible insurers, presents the credit risk ratings of SPPI
financial assets:

Carrying
AS AT DEC. 31, 2021 value (Fair % of fair
US$ MILLIONS Credit risk value) value
Debt securities
AAA Low § 113 5%
AA Low 19 1 %
A Low 1,203 48 %
BBB Low 100 4 %
BB Other 104 4 %
B Other 32 1 %
Unrated Other 313 12 %
Loans and receivables
A Low §$ 60 2 %
BBB Low 36 1 %
BB Other 152 6 %
Unrated Other 391 16 %
Total $ 2,523 100 %
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Carrying
AS AT DEC. 31, 2020 value % of fair
US$ MILLIONS Credit risk (Fair value) value

Debt securities

AAA Low § 22 34 %
AA Low 7 11 %
A Low 10 16 %
BBB Low 4 6 %

Loans and receivables
Unrated Other $ 21 33 %

Total $ 64 100 %

NOTE 4. ACCOUNTS RECEIVABLE AND OTHER

The Company's accounts receivable and other consist of the following:

AS AT DEC. 31

US$ MILLIONS 2021 2020
Reinsurance receivable $ 12§ 2
Accrued investment income 21 7
Due from related party 10 —
Other assets 4 4
Total accounts receivable and other $ 47 $ 13

In 2021 and 2020, reinsurance receivable relates to amounts recoverable from third-party reinsurers and
cedants. All amounts are expected to be settled within a year.

NOTE 5. PROPERTY AND EQUIPMENT
The Company’s property and equipment consists primarily of a ROU asset. As at December 31, 2021 the
property and equipment balance was $2 million (2020 - $2 million). The additions, amortization and disposals
to property and equipment during 2021 were $Nil (2020 - $1 million, $Nil, $Nil).

NOTE 6. INTANGIBLE ASSETS

In 2021, the Company recognized $3 million of computer software as intangible assets, which are not yet
available for use as at December 31, 2021. Intangible assets not yet available for use are assessed for
impairment irrespective of whether there is any indication of impairment. For the year ended December 31,
2021, the Company did not incur an impairment expense (2020 — $Nil).
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NOTE 7. DEFERRED ACQUISITION COSTS
The following table presents movement in deferred acquisition costs and the impact on expenses:

FOR THE YEARS ENDED DEC. 31

US$ MILLIONS 2021 2020

Deferred acquisition costs, beginning of year $ — § —
Costs capitalized under reinsurance contracts 775 —
Amortization and other 1 —
Deferred acquisition costs, end of year $ 776 $ —

NOTE 8. EQUITY ACCOUNTED INVESTMENTS

The following table presents the change in the Company's investments in associates during the year:

FOR THE YEAR ENDED DEC. 31 2021
US$ MILLIONS

Balance, beginning of year $ —
Additions 294
Share of net income 8
Share of comprehensive income 44
Dividends received )
Balance, end of year $ 344

The addition of $294 million during the year relates to the Company's equity accounted investment in AEL
Holdings. AEL Holdings, through its wholly-owned subsidiaries, is a leading issuer of fixed index annuities
through independent agents, banks and broker-dealers in the United States with its corporate headquarters in
Des Moines, lowa.

The Company originally acquired a 9.5% interest in AEL Holdings at the time of Spin-Off and the investment
was treated as a financial asset. During the third quarter, as a result of a firm commitment to enter into the
reinsurance agreement with American Equity Investment Life Insurance Company (“AEILIC”), a subsidiary
of AEL Holdings, management concluded that they had significant influence over AEL Holdings, and as
such, derecognized the financial asset and recorded an equity accounted investment. As at December 31, 2021
the Company's ownership interest was 9.8% as a result of common share repurchases and cancellations
completed by AEL Holdings during the period.

The Company accounts for AEL Holdings using the equity method of accounting by recognizing its share of
income and OCI from its 9.8% ownership interest in the equity accounted investment one quarter in arrears,
which is the most up to date information available to the Company. AEL Holdings does not present a
classified balance sheet. The summarized financial information below represents amounts in AEL Holdings'
financial statements, adjusted by the Company for equity accounting purposes:
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AS AT AND FOR THE SIX MONTHS ENDED SEP. 30, 2021

US$ MILLIONS

Total assets $ 78,318
Total liabilities 71,943
Accumulated other comprehensive income 1,957
Other stockholders' equity 4,418
Total revenues 1,618
Total expenses (1,491)
Income tax expense (29)
Preferred stock dividends (22)
Net income 76
Other comprehensive income 452

AEL Holding"s shares are traded on the New York Stock Exchange. The fair value of the Company's shares
in AEL Holdings is $354 million based on the quoted price as at December 31, 2021. The Company received
$2 million of dividends from AEL Holdings during the year.

NOTE 9. ACCOUNTS PAYABLE AND OTHER

The Company’s accounts payable and other consist of the following:

AS AT DEC. 31

US$ MILLIONS 2021 2020
Accounts payable and accrued liabilities $ 57 $ 4
Derivative liabilities 1 —
Other

Total accounts payable and other $ 65 § 6

NOTE 10. INSURANCE RESERVES

The Company’s insurance reserves are as follows:

AS AT DEC. 31

US$ MILLIONS 2021 2020
Gross $ 8,497 § 1,339
Reinsurance assets (169) (190)
Total insurance reserves $ 8,328 § 1,149

Reinsurance assets reflect immediate and deferred annuity payments ceded under the longevity reinsurance
and quota share reinsurance arrangements.

a. Nature and composition
Reinsurance

NER SPC's insurance reserves represent Fixed Indexed Annuity ("FIA") contracts that provide contract
owners the possibility of earning returns linked to the performance of a specified market index,
predominantly the S&P 500 Index, while providing principal protection. The contracts include a provision
for a minimum guaranteed surrender value in accordance with applicable law. The products allow
policyholders to allocate funds periodically among several different crediting strategies, including index-
based strategies and a traditional fixed rate strategy. High surrender charges apply for early withdrawal.
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The policyholder account value of the FIA is equal to the sum of deposit paid, premium bonus, and index
credits based in the relevant market index (subject to cap, spread and/or participation rate which can typically
be reset) less any fees for riders and any withdrawals taken to-date.

NER Ltd.'s insurance reserves represent multi-year guaranteed annuity contracts that provide owners a
guaranteed rate of return. Premiums and credited interest are protected from market volatility, which provides
long-term financial security and predictability for policyholders.

PRT

The insurance reserves represent contracts that provide immediate annuities for current pensioners and
deferred annuities for members who have not reached pensionable age. The Company’s insurance contracts
are a mixture of group annuity “buy-in” policies, where the policyholder is the pension fund, and group
annuity “buy-out” policies, where the policyholder is the administrator. The Company provides group annuity
policies across Canada.

Valuation assumptions
Reinsurance

NER SPC's insurance reserves are based on actuarial assumptions related to the underlying policies’ terms,
lives of the policies, duration of the contract, yield on investments supporting the liabilities, level of expenses.
Significant assumptions also include policyholder behavior assumptions, such as surrender, lapse, withdrawal
rates. NER SPC uses a combination of actual and industry experience when setting and updating policyholder
behavior assumptions. Assumptions are at best estimate with margins for adverse deviation. These margins
are necessary to provide for possibilities of misestimation and future deterioration in the best estimate
assumptions and provide reasonable assurance that insurance contract liabilities cover a range of possible
outcomes. Best-estimate assumptions and margins are reviewed periodically for continued appropriateness.

NER Ltd.'s insurance reserves have no actuarial assumptions as the reserves are carried at the accumulated
contract holder values without reduction for potential surrender or withdrawal charges.

PRT

The insurance reserves represent the present value of the future annuity payments and expenses measured in
accordance with the CALM described in Note 2 Summary of significant accounting policies, section ()
Insurance Reserves. It incorporates best-estimate assumptions for longevity, future investment yields,
administration costs, margins for adverse deviation, and inflation. These margins are necessary to provide for
possibilities of misestimation and future deterioration in the best estimate assumptions and provide reasonable
assurance that insurance contract liabilities cover a range of possible outcomes. Best-estimate assumptions
and margins are reviewed periodically for continued appropriateness.

The principal valuation assumptions and the methods for arriving at these valuation assumptions are outlined
below.

Longevity

Mortality assumptions are derived by adjusting a base mortality table and applying mortality multipliers that
vary by plan based on factors including, but not limited to, gender, age, job description, latest known salary,
geography, and pension amount. These characteristics are further analyzed using a supporting database of
over 500,000 Canadian pensioner lives. The data comprises of a diverse range of survival patterns reflective
of the recent past. Models generated from this data are mapped into curves which can then be applied for
analysis on an annuitant basis. Further, the Company monitors views and research published by governments,
industry and academia on the factors influencing mortality changes and maintains longevity assumptions that
are consistent with emerging trends.
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Mortality improvement assumptions follow the prescribed mortality improvement scales issued by the CIA.
Investment returns

Projected cash flows from the current assets and liabilities are used in CALM to determine insurance reserves.
Assumptions are made regarding rates of returns on supporting assets. Projected cash flows from assets used
in the actuarial calculations are reduced to provide for potential asset default losses. The calculation for
future credit losses on assets is based on the credit quality underlying the asset portfolio.

Other assumptions

The internal costs of maintaining the insurance reserves, the fees paid to third-party administrators engaged to
manage payments under the in-force policies, and fees due to reinsurers and investment management

expenses, as well as inflation are factored into the calculation of the insurance reserves where applicable.

c¢. Net change in insurance reserves

The following table summarizes the movement between insurance reserves for the years ended December 31,

2021 and 2020 by its major components:

FOR THE YEAR ENDED DEC. 31 2021 Reinsurance
US$ MILLIONS Gross reserve assets Net
Beginning of year $ 1,339 § 190 $ 1,149
Changes during the year
New business 7,180 — 7,180
Normal changes (310) (20) (290)
Management actions and changes in assumptions 282 2) 284
7,152 (22) 7,174
Impact of foreign exchange' 6 1 5
Balance at end of year S 8,497 $ 169 $ 8,328
FOR THE YEAR ENDED DEC. 31 2020 Reinsurance
US$ MILLIONS Gross reserve assets Net
Beginning of year $ 856 § 197 $ 659
Changes during the year
New business 414 — 414
Normal changes 67 ) 76
Management actions and changes in assumptions 24) 2) 22)
457 (11) 468
Impact of foreign exchange' 26 4 22
Balance at end of year $ 1,339 § 190 $ 1,149

1. Foreign currency translation reported as a separate component of other comprehensive income. See Note 2(ac) Foreign currencies
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Under fair value accounting adopted by RPT business, movement in the fair value of the supporting assets is a
major factor in the movement of insurance reserves. Changes in the fair value of assets are largely offset by
corresponding changes in the fair value of liabilities. The change in the value of the insurance reserves
associated with the change in the value of the supporting assets is included within normal changes above. The
insurance reserve from reinsurance activities is not sensitive to the fair value of the supporting assets under
US GAAP reserve methodology.

In 2021, the gross reserves consist of $2.2 billion from BAC, $1.6 billion from NER Ltd. and $4.7 billion
from NER SPC. The main contributors to the increase in net insurance reserves were the impact of new
business of $$7.2 billion partially offset by reinsurance transactions of $22 million. Management actions and
changes in assumptions increased reserves by $284 million. The increase was primarily due to revisions to
expense assumptions to reflect the most recent experience analysis, offset by revisions to interest rate risk
assumptions and the execution of longevity swaps.

On October 8, 2021, NER SPC closed a retrocession agreement with an effective date of July 1, 2021 with an
insurance company which was the Company's associate. At the effective date, NER SPC assumed embedded
derivative insurance reserves in the amount of $193 million which subsequently increased to $204 million at
December 31, 2021.

In 2020, the entire gross reserve related to BAC. The main contributors to the increase in net insurance
contract liabilities were the impact of new business of $414 million and the impact of normal changes of
$76 million. Management actions and changes in assumptions lowered the reserves by $22 million. The
decrease was primarily due to modelling enhancements related to the reinvestment assumption and asset cash
flows.

The Company’s risks arising from insurance contract liabilities are principally interest rate and longevity. The
policies and procedures to manage these risks and sensitivity analysis are described in Note 12 Risk
Management.

Reinsurance ceded results

Any gains or losses on reinsurance transactions are recognized in income on inception of the transactions and
are included in change in insurance contract liabilities ceded in the Combined Consolidated Statements of
Operations. In December 2020, BAC entered into two longevity reinsurance transactions which resulted in
after-tax losses on inception of approximately $1 million. In December 2021, BAC entered into another
longevity reinsurance transaction which resulted in an after-tax loss on inception of approximately $1 million.

As at December 31, 2021, BAC’s total expected fixed payments and actual costs of benefit expenses to be
reimbursed under longevity reinsurance transactions used in valuing reinsurance assets were $1.1 billion and
$1.1 billion (2020 - $493 million and $483 million) respectively. The difference between fixed payments and
actual costs on past service is recognized in the same period as the related claim is incurred within benefits
ceded in the Combined Consolidated Statements of Operations.

Reinsurance fees in respect of longevity reinsurance arrangements are recognized when due to reinsurers and
are included in premiums ceded in the Combined Consolidated Statements of Operations:

AS AT DEC. 31
US$ MILLIONS 2021 2020

Reinsurance fees in respect of longevity reinsurance arrangements $ 1 S —
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NOTE 11. SHARE CAPITAL
The Company is authorized to issue:

i.  1,000,000,000 Exchangeable Class A Limited Voting Shares with a par value of $39.74 per share;

ii. 500,000 Class B Limited Voting Shares with a par value of $39.74 per share;

iii.  1,000,000,000 Class C Non-Voting Shares with a par value of $1 per share;

iv. 100,000,000 Class A Senior Preferred Shares (issuable in series) with a par value of $25 per share;

v. 100,000,000 Class B Senior Preferred Shares (issuable in series) with a par value of CAD$25 per share;
vi. 1,000,000,000 Class A Junior Preferred Shares (issuable in series) with a par value of $25 per share;

vii. 1,000,000,000 Class B Junior Preferred Shares (issuable in series) with a par value of CAD$25 per share.

The share capital of the Company as at December 31, 2021 and December 31, 2020 comprises the following:

December 31, 2021 December 31, 2020
Number of shares Value  Number of shares Value
Issued
Class A exchangeable shares 10,877,989 $ 535 — 9 —
Class B shares 24,000 1 — —
Class C shares 23,544,548 963 — —
Share capital $ 1,499 $ =

NOTE 12. RISK MANAGEMENT

The management of risk is central to the success of the business. The Company seeks to create and protect
enterprise value by enabling risk-informed decision making and by balancing risk and return in business
processes.

The Board has overall responsibility for the management of risk and is supported through formal committees
of the Board including the Risk Committee.

The Company manages risk by applying the principles and guidelines outlined in the enterprise risk
management framework presented to the BAM Re Board (the “ERM Framework™). The ERM Framework
establishes the overall risk management framework that includes the following:

. Risk inventory — identifies and defines the risks arising from the Company’s business strategy and
operations using a consistent language that enables an enterprise-wide approach to measurement, reporting
and disclosure of risk;

. Risk appetite — determines the nature and amount of risk the Company is prepared to take, the
adherence to which is measured and reported through an extensive set of Board-approved risk appetite
tolerances;

. Risk governance — establishes clear ownership and accountability for risk management oversight and
a risk-aware culture across the Company; and

. Risk management process — codifies a consistent approach to the identification, assessment,
measurement, control, monitoring and reporting of risks faced by the Company.
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As part of the risk governance framework, the Company operates a three lines of defense model. Under this
model, the accountabilities of each line of defense are:

. First line — business management: day to day responsibility for managing and identifying risks,
ensuring activities are within risk appetite and established policies, and designing and implementing effective
internal controls;

. Second line — risk management function: establish enterprise governance, risk and control strategies
and policies; provide oversight and independent effective challenge to the first line, as well as training, tools
and advice; and

. Third line — internal audit: independently verify the adequacy and effectiveness of the first and
second lines of defense, and that the enterprise risk management framework is operating effectively.

An Own Risk and Solvency Assessment (“ORSA”) is undertaken by BAC at least annually. The ORSA
involves a comprehensive assessment of the Company’s risks, capital needs and solvency position, as well as
solvency forecasting across a range of scenarios including plausible stresses that could jeopardize the
Company’s business plans. BAC also evaluates its exposure to sustained adverse scenarios through other
stress testing techniques such as the Financial Condition Testing (“FCT”).

A Commercial Insurers' Solvency Self-Assessment ("CISSA") is undertaken by NER Ltd. at least annually.
The primary purpose of the CISSA exercise is to allow NER Ltd. to incorporate an analysis of the internal
capital needs into the risk management frameworks. It also ensures that both capital needs and available
capital resources are considered in the development of business strategies and decision-making over the near
and long term, including factoring in the impact of catastrophic shocks. The CISSA framework provides a
perspective of the capital resources necessary to achieve NER Ltd.’s business strategies and remain solvent
given their risk profile, as well as insight into the risk management and governance procedures surrounding
these processes.

The Company has established recurring routines for monitoring and reporting on risks. Risk management
reports are provided to management on a monthly basis and to the Board and Risk Committee on a quarterly
basis. The reports include risk exposures measured against Board-approved risk appetite tolerances, and
where relevant, management actions are identified to ensure risk mitigation and controls are effective.

The principal risk factors that affect the Company’s operations and financial condition include financial risks
such as market risk, credit risk and liquidity risk, insurance risk and other risks such as regulatory risk and
operational risk.

The following sections describe the primary financial risks and associated risk management strategies in place
that affect the Company’s operations and financial condition.

Market risk

Market risk is defined for these purposes as the risk that the fair value or future cash flows of a financial
instrument held by the Company will fluctuate because of changes in market prices. Market risk includes the
risk of changes in interest rates, currency exchange rates and changes in market prices due to factors other
than interest rates or currency exchange rates, such as changes in equity prices, or credit spreads.

The Company manages market risk from foreign currency assets and liabilities and the impact of changes in
currency exchange rates and interest rates by funding assets with financial liabilities in the same currency and
with similar interest rate characteristics, and by holding financial contracts such as interest rate and foreign
exchange derivatives to minimize residual exposures.

Financial instruments held by the Company that are subject to market risk include other financial assets,
borrowings and derivative instruments.

F-49



1. Interest rate risk

The Company manages interest rate risk through an asset liability management (“ALM”) framework whereby
the effective and key rate durations of the investment portfolio are closely matched to that of the insurance
contract liabilities. Within the context of the ALM framework, the Company uses derivatives including
interest rate swaps and bond futures to reduce market risk. For the annuity business, where the timing and
amount of the benefit payment obligations can be readily determined, the matching of asset and liability cash
flows is effectively controlled through this comprehensive duration management process.

The Investment Policy outlines the duration constraints that have been approved by the Board. In
operationalizing these constraints, considerably more confining duration-based targets have been established
that are closely monitored and reported to management in monthly business updating meeting and to the
Board and Risk Committees on a quarterly basis.

The following table shows the sensitivity to changes in interest rates:

2021 2020
AS AT DEC. 31 50 bps 50 bps 50 bps 50 bps
US$ MILLIONS increase decrease increase decrease
Movement in liabilities $ 103 $ (105) $ 63 $ (63)
Movement in assets (248) 329 (62) 62
Tax effect “) 4 — —
Impact on comprehensive income $ (149) $ 228 § 13 (1)

The Investment Policy is reviewed at least annually and approved by the Board.
2. Foreign exchange risk

Changes in currency rates will impact the carrying value of financial instruments denominated in currencies
other than the USD.

The Company manages foreign exchange risk using foreign exchange forwards. The Investment Policy sets
out the foreign currency exposure limits and types of derivatives permitted for hedging purposes.

The Company holds financial instruments with net unmatched exposures in several currencies, changes in the
translated value of which are recorded in net income. As at December 31, 2021, a 1% fluctuation in USD
against non-USD currencies would have an impact of approximately $1 million on net income and $1 million
on OCI (2020 — $Nil million on net income and $Nil on OCI).

b. Credit risk

Credit risk is the risk of loss from amounts owed by counterparties and arises any time funds are extended,
committed, owed or invested through actual or implied contractual arrangements including reinsurance. The
Company is primarily exposed to credit risk through its investments in debt securities and reinsurance funds
withheld.

The Company manages exposure to credit risk by establishing concentration limits by counterparty, credit

rating and asset class. To further minimize credit risk, the financial condition of the counterparties is
monitored on a regular basis. These requirements are outlined in the Investment Policy.
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1. Asset quality

The following table summarizes the external credit ratings for cash and cash equivalents and investments:

AS AT DEC. 31,
US$ MILLIONS

Cash and cash equivalents
Bonds and other debt securities

AAA
AA

A

BBB
BB

B
Unrated

Preferred shares
P2
BB
Unrated

Common shares
A+
Unrated

Other equity
Unrated
Private loans

A

BBB
BB
Unrated

Mortgages
Unrated

Reinsurance Funds Withheld

AAA
AA

A

BBB
BB

B
Unrated

Total cash and cash equivalents and investments

2021 2020
$ 393 4% $ 35 3%
512 5% 409 33 %
55 1 % 11 1%
1,516 15 % 121 10 %
1,306 13 % 617 50 %
151 1 % 10 1%
54 — % 1 — %
170 2 % — — %
3,764 37 % 1,169 95 %
7 — % 3 — %
1 — % — — %
10 — % — — %
18 — % 3 — %
243 2 % — — %
32 — % — — %
275 2 % — — %
247 2 % — — %
60 1 % — — %
55 1 % — — %
151 2 % — — %
251 3% — — %
517 7 % — — %
122 1 % 21 2%
122 1% 21 2 %
819 8 % — — %
228 2 % — — %
891 9 % — — %
2,484 26 % — — %
105 1 % — — %
30 — % — — %
93 1 % — — %
4,650 47 % — — %
$ 9,986 100 % $ 1,229 100 %
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The Company’s overall target credit quality for the portfolio is a credit rating of BBB+. As at December 31,
2021 and 2020, the Company met this requirement.

2. Concentration

Concentrations of credit risk arise from exposures to a single issuer or a group of related issuers or groups of
issuers that have similar risk characteristics.

Bonds

The following table provides the fair value of investments by groups of issuers of bonds:

2021 2020
Government bond holdings $ 1,664 47 % $ 401 34 %
Corporate and other bond holdings 1,892 53 % 768 66 %
Total bond holdings $ 3,556 100 % $ 1,169 100 %

The following table discloses the Company’s top 5 holdings of issuers (excluding governments), as well as
exposure to the largest single issuer of corporate bonds.

2021 2020
Exposure to the top 5 largest issuers of corporate bonds $ 161 $ 90
% of total cash and cash equivalents and investments 3% 7%
Exposure to the largest single issuer of corporate bonds 32 18
% of total cash and cash equivalents and investments 1% 2%

3. Derivative counterparties

Credit risk also arises in respect of derivative contracts to the extent that there is the potential for the
counterparties to default on their obligations. To manage this risk, derivative transactions are limited to an
approved list of counterparties and in some cases are fully collateralized with highly rated instruments. The
derivative counterparty risk as of December 31, 2021 and 2020 was $146 million and $7 million, respectively.
As at December 31, 2021, these counterparties have a credit rating of A or higher (2020 - A+ or higher).

4. Reinsurance counterparties

BAC has reinsurance contracts with third-party registered reinsurers and one third-party unregistered
reinsurer with a total exposure of $169 million at December 31, 2021 (2020 — $190 million). To manage
counterparty risk, reinsurance transactions are limited to an approved list of reinsurers with concentration
limits to any single reinsurer.

Under the reinsurance contracts with third-party unregistered reinsurers, highly rated assets are required to be
pledged to the Company to fully support the ceded reserves. The Company maintains a valid and enforceable
security interest that has priority over any other security interest in the collateral. In the event of default by
the reinsurer, the Company has the right to liquidate or take legal possession of these assets, in a timely
manner.

As at December 31, 2021, the credit ratings of the reinsurers are A+ (2020 - A+).

NER Ltd. and NER SPC have reinsurance contracts with third-party cedants with a total exposure of
$6,253 million at December 31, 2021 (2020 — $Nil).

As at December 31, 2021, the credit ratings of the third-party cedants are A- or higher.
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Impaired Assets

The Company reviews all reinsurance assets at each reporting date and determined that there was no evidence
of impairment as at December 31, 2021 and 2020.

Liquidity risk

Liquidity risk is the risk that the Company will not be able to raise the necessary funds, at the appropriate
time, to meets its financial liabilities.

Cash outflows primarily consist of benefit payments to policyholders and to a lesser extent, operating
expenses and settlement of derivative contracts.

The following table sets out the expected maturity profile of the Company’s financial liabilities:

AS AT DEC.31, 2021

US$ MILLIONS Within 1 year 1-3 years 4-5years QOver 5 years Total
Accounts payable and other $ 65 § — 3 — § — 8 65
Due to related party 467 — — — 467
Reinsurance payable 21 14 15 25 75
Corporate borrowings 656 37 — — 693
Insurance reserves 368 769 792 6,568 8,497
Deferred revenue 4 7 7 64 82
Liabilities of structured entities — — — 167 167
Funds withheld liabilities 12 — — — 12
Total $ 1,593 $ 827 § 814 § 6,824 $ 10,058
AS AT DEC.31, 2020

US$ MILLIONS Within 1 year 1-3 years 4-5Syears QOver 5 years Total
Accounts payable and other $ 5 8 1 $ — — 3 6
Insurance reserves 21 85 85 1,148 1,339
Funds withheld liabilities 12 — — — 12
Total $ 38 $ 86 $ 8 § 1,148 $ 1,357

To manage liquidity risk, the Company as part of its ALM framework, purchases assets to support the

liabilities under its insurance contracts.

The effective and key rate duration of these investments are

constructed to closely match those of the annuity policy liabilities. The Company has established liquidity
risk tolerances and operational targets that are closely monitored. Stress testing is conducted to ensure that
there are sufficient liquid assets at all times to meet obligations.

In addition, the company has a credit agreement with Brookfield Asset Management as lender, providing for a
three-year $200 million revolving credit facility, and an agreement for a $150 million third-party revolving
credit facility. As at December 31, 2021 there was $nil drawn on the Brookfield Credit Agreement (December
31, 2020 — $Nil), and $37 million drawn on the third-party revolving credit facility (December 31, 2020 —
$Nil).

In addition, a subsidiary of the the Company has access to a CAD$150 million repurchase agreement (2020 -
CAD$150 million). As at December 31, 2021, there were no amounts outstanding under the repurchase
agreement (2020 — $Nil).
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d. Insurance risk
PRT

Insurance risk is the risk that actual experience related to benefit payments and expenses does not emerge as
expected. The Company is primarily exposed to longevity risk.

Longevity risk is the risk that mortality experience occurs at lower rates than that assumed at the time of
pricing which exposes the Company to benefit payments that will be paid for longer periods than anticipated.

Longevity assumptions are derived by adjusting a base mortality table and applying mortality multipliers that
vary by plan based on factors established at the time of pricing. These factors take into consideration the
characteristics of the annuitants including but not limited to gender, age, job description, latest known salary,
geography, and pension amount. These characteristics are further analyzed using a supporting database of
over 500,000 Canadian pensioner lives. The data is comprised of a diverse range of survival patterns
reflective of the recent past. Models generated from this data are mapped into curves which can then be
applied for analysis on an annuitant basis. Further, the Company monitors views and research published by
governments, industry and academia on the factors influencing mortality changes and maintains longevity
assumptions that are consistent with emerging trends.

These inputs and analytics support the Company’s assessment of longevity risk.

To reduce longevity risk within our PRT business, the Company enters into longevity reinsurance transactions
with third party reinsurers. Under these contracts, the Company commits to pay the reinsurers a schedule of
fixed payments relating to a proportion of defined blocks of policyholder benefits. In return, the reinsurers
reimburse the actual cost of their proportion of benefit expenses on those blocks to the Company. As at
December 31, 2021, the Company has entered into longevity reinsurance contracts and has reinsured
approximately 71% of its longevity risk (2020 — 54%).

The following table shows the sensitivity to changes in longevity risk. These sensitivities reflect the impact of
any applicable ceded reinsurance arrangements.

Mortality Rate Mortality Improvement
AS AT DEC. 31, 2021
US$ MILLIONS 5% Increase 5% Decrease  50% Increase  50% Decrease
Impact on comprehensive income $ 10 $ O $ 12) $ 13
Mortality Rate Mortality Improvement
AS AT DEC. 31, 2020
US$ MILLIONS 5% Increase 5% Decrease  50% Increase  50% Decrease
Impact on comprehensive income $ 6 $ 6) $ Q) $ 8

Reinsurance

NER SPC reinsures fixed indexed annuity products only. Generally, the assumptions that are the most
sensitive for fixed indexed annuity products are changes to investment yields, utilization rates, partial
withdrawal rates, lapse rates and mortality. However, our reserves are less sensitive to changes in assumption
at this point in time considering the mechanics of our reserving process.
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At treaty inception, projected base contract cash flows are bifurcated into two parts: a host liability that
reserves for contractually guaranteed payments and an embedded derivative that represents the value of
payments in excess of guarantees; for the current treaty, the host liability makes up the vast majority of the
reserve liability. The host liability after inception is calculated using an effective yield approach based on a
host accrual rate that equates the present value of actual and projected future guaranteed benefit payments to
the initial host liability. The host accrual rate is revised as experience emerges, actual cash flows replace
projected, and best estimate assumptions about the future are updated. Given this financial year end is only
six months following treaty inception, the impact of rolling forward at a different accrual rate recalibrated
from changing assumptions is minimized by the short period.

Investment yield risk is a shift in market interest rates associated with investment fixed income instruments.
The embedded derivative, measured at fair value, is most sensitive to investment yields as this directly affects
its discount rate.

The following table shows the impact on the overall liability to changes in mortality (as described in PRT
sensitivity) and changes to investment yields:

Mortality Rate Yield
AS AT DEC. 31, 2021 50 bps 50 bps
US$ MILLIONS 10% Increase  10% Decrease Increase Decrease
Impact on comprehensive income $ @ s 1 S an s 12

e. Operational risk

Operational risk is the potential for loss resulting from inadequate or failed internal processes, people and
systems, or from external events. The Company’s internal control processes are supported by the maintenance
of a risk register and independent internal audit review. The risk of fraud is managed through a number of
processes including background checks on staff on hire, annual code of conduct confirmations, anti-bribery
training and segregation of duties.

The Company has significant outsourcing arrangements in respect of pension administration and other
functions. These arrangements are subject to agreements with formal service levels, operate within agreed
authority limits and are subject to regular review by senior management. Material outsourcing arrangements
are approved and monitored by the Board.

Disaster recovery and business continuity plans have also been established to manage the Company’s ability
to operate under adverse conditions.

f. Regulatory risk

Regulatory risk stems principally from the risk of changes to the regulatory environment in which the
Company operates. To manage this risk, the Company seeks to a have a regular dialogue with regulators to
ensure compliance. Furthermore, senior management participates in industry groups and professional bodies
to stay apprised of regulatory changes.
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NOTE 13. CORPORATE BORROWINGS

The Company and its subsidiaries have bilateral revolving credit facilities backed by global banks. The total
available amount on the credit facilities is $150 million. The credit facilities are available in U.S. and
Canadian dollars and advances under the credit facilities bear interest at the specified LIBOR, CDOR, or
bankers’ acceptance rate plus a spread. The credit facilities have a maturity date of June 28, 2024. As at
December 31, 2021, $37 million was drawn on the bilateral credit facilities.

In addition, the Company has a 364-day revolving credit facility for the purpose of temporarily warehousing
investments that will ultimately be transferred into our insurance investment portfolios in the near term. The
facility borrowings are secured by the underlying investments related to the credit facility drawings. As at
December 31, 2021, $656 million was drawn.

The facilities require the Company to maintain a minimum net worth covenant. At at December 31, 2021, the
Company was in compliance with its financial covenants.

The Company also has a revolving credit facility with Brookfield Asset Management, as described in Note
1(b)(v) that as at December 31, 2021 permitted borrowings of up to $200 million. As at December 31, 2021,
there were no amounts drawn on the facility.

NOTE 14. OPERATING EXPENSES

Operating expenses include the following:

FOR THE YEARS ENDED DEC. 31

US$ MILLIONS 2021 2020 2019

Salaries and benefits expense $ 10 $ 3 8 3
Professional services 18 2 2
Software 1 1
Sales and capital taxes 1 — —
Licenses and fees 1 — —
Other — —
Total operating expenses $ 35 3 6 $ 6

NOTE 15. INCOME TAXES

Income taxes are recognized for the amount of taxes payable by the Company’s corporate subsidiaries and for
the impact of deferred income tax assets and liabilities related to such subsidiaries.

The Company's income tax expense is as follows:

FOR THE YEARS ENDED DEC. 31

US$ MILLIONS 2021 2020 2019
Current tax:
Current tax on profits for the year $ — § 1 8 —
Adjustments in respect of prior years = — § —
Total current tax expenses — 1 —

Deferred tax:

Origination and reversal of temporary differences

Total
Total

2
deferred tax expenses 2 — —
income tax expense $ 2

The below reconciliation has been prepared using a statutory income tax rate for jurisdictions where the
Company’s subsidiaries operate.
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The Company’s income tax expense is reconciled as follows:

FOR THE YEARS ENDED DEC. 31

US$ MILLIONS 2021 2020 2019
Net (loss) income before income tax $ “42) $ 2 3 6
Income tax at statutory tax rate an 1 2

Tax effect of:

International operations subject to different tax rates 13 — —
Derecognition (Recognition) of deferred tax assets — — 2)
Total income tax expense $ 2 3 1§ —

The Company’s effective tax rate is different from the Company’s statutory income tax rate due to the
following differences set out below:

FOR THE YEARS ENDED DEC. 31

USS$ MILLIONS 2021 2020 2019
Statutory income tax rate 26.5% 26.5% 26.5%
Increase (reduction) in rate resulting from:
International operations subject to different tax rates (30.9)% 15.9 % — %
Derecognition (recognition) of deferred tax assets — % — % 24.71%
Other — % (13.0)% 0.7 %
Effective income tax rate (4.4)% 29.4 % 2.5 %

The gross movement on the deferred tax asset is as follows:

FOR THE YEARS ENDED DEC. 31

US$ MILLIONS 2021 2020
Deferred tax asset, beginning of year $ — § —
Tax booked to income statement 2) —
Tax booked to balance sheet 2 —
Tax booked to equity 20 —
Deferred tax assets, end of year $ 20 § =
AS AT DEC. 31

US$ MILLIONS 2021 2020
Non-capital loss carryforwards $ 18 $ —
Tax credit carryforwards 2 —
Deferred tax asset $ 20 $ =

Deferred tax asset recognized relates to non-temporary differences relating to non-capital loss carryforwards
and tax credit carryforwards. The Company evaluates the deferred tax asset based on, amongst other factors,
historical operating results, expectation of future profitability, and the duration of the applicable statutory
carryforward periods for tax attributes. Based on the evaluation of the deferred tax assets as of December 31,
2021, the Company determined that the deferred tax assets would be realized within the applicable statutory
carryforward period.
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NOTE 16. EARNINGS PER SHARE

Basic and diluted earnings per class C share for the year ended December 31, 2021 have been calculated
using the weighted average number of class C shares outstanding of 19,903,823, and represent the class C
shares outstanding for the period of June 28, 2021 to December 31, 2021.

The components of basic and diluted earnings per share are summarized in the following table:

FOR THE YEAR ENDED DEC. 31 2021

US$ MILLIONS 2021
Net loss for the year $ (44)
Attributable to:
Brookfield Asset Management Inc. 5
Class A exchangeable and Class B shareholders 3
Class C shareholders (52)
Earnings per share per class C share - basic and diluted $ (2.58)

NOTE 17. RELATED PARTY TRANSACTIONS
In the normal course of operations, the Company entered into the transactions below with related parties.
a) Spin-off related transactions

On April 13, 2021 Brookfield US Holdings Inc. ("BUSHI"), a wholly-owned-subsidiary of Brookfield Asset
Management, loaned $10 million to BAM Re Holdings as a non-interest bearing USD denominated demand
note. The amount was fully repaid upon completion of the spin-off.

On June 18, 2021, Burgundy Acquisitions I Ltd. (“Burgundy”), a wholly-owned subsidiary of Brookfield
Asset Management, sold its 9.1 million common shares of AEL Holdings to NER SPC for fair market value
of $291 million.

On June 18, 2021, Brookfield Annuity Holdings Inc. (“BAH”) sold its ordinary shares of NER SPC to BAM
Re Holdings for fair market value consideration of $5 million. The transaction represents a common control
transaction and is recorded at NER SPC’s historical carrying value, net of amounts due to related parties, of
$5 million. Subsequently, BAH declared and executed a $5 million return of capital on its common shares to
Brookfield Asset Management.

On June 18, 2021, BAM Re loaned $25 million to Brookfield International Holdings Inc. (“BIHI”), a wholly-
owned subsidiary of Brookfield Asset Management, in exchange for the issuance by BIHI of a demand note
in the amount of $25 million.

On June 18, 2021, Brookfield Asset Management advanced cash of $30 million via a non-interest bearing,
USD denominated promissory note to the Company. This amount was fully repaid with proceeds of the Spin-
off.

On June 24, 2021, Brookfield Asset Management transferred $151 million to the Company in exchange for
3,582,510 BAM Re Class C Non-Voting Shares.

On June 24, 2021, the Company acquired all of the issued and outstanding shares of BAH from its sole
shareholder, Brookfield Asset Management, for total consideration of $111 million. The transaction
represents a common control transaction and is recorded at BAH’s historical carrying value, net of amounts
due to related parties, of $110 million.
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b)

On June 24, 2021, Brookfield Asset Management sold its limited partnership and general partnership interest
in Brookfield Reinsurance Investments L.P. (“BRILP”) to BAM Re Holdings for cash consideration of
$40 million. The transaction represents a common control transaction and is recorded at BRILP’s historical
carrying value, net of amounts due to related parties, of $43 million.

BAM Re agreements

As described in Note 1(b)(iv), Brookfield Asset Management provided to the Company an equity
commitment in the amount of $2 billion to fund future growth, which the Company may draw on from time to
time. As of December 31, 2021, there was no amount drawn under the equity commitment.

As described in Note 1(b)(v), as of December 31, 2021, there were no amounts drawn on the credit facilities
under the Brookfield Credit Agreement.

As described in Note 1(b)(vi), the Company entered into the Support Agreement on June 28, 2021. The base
fee for the year ended December 31, 2021 was $Nil .

As described in Note 1(b)(vii), the Company entered into the Rights Agreement on June 28, 2021. The base
fee for the year ended December 31, 2021 was $Nil .

As described in Note 1(b)(viii), the Company entered into the Administration Agreement on June 28, 2021.
The base fee for the year ended December 31, 2021 was $0.4 million.

As described in Note 1(b)(ix), the Company entered into an Investment Management Agreement with
Brookfield Asset Management on June 28, 2021. The base investment management fee for the year ended
December 31, 2021 was $4.1 million.

As described in Note 1(b)(x), the Company entered into the Brookfield Licensing Agreement on June 28,
2021. The base fee for the year ended December 31, 2021 was $Nil.

Other related party transactions

On March 10, 2020, BAC entered into a lease arrangement with Brookfield Properties (Canada) Inc.
(“BPO”), a related party of Brookfield Asset Management. The lease arrangement was conducted in the
normal course of operations and on market terms. The amount paid to BPO for the leased office facilities and
building maintenance for the year ended December 31, 2021 totaled $0.4 million (December 31, 2020 - $0.2
million). As at December 31, 2021, lease liabilities relating to this arrangement were $1 million.

BAC entered into outsourcing arrangements with Brookfield Asset Management related to information
technology, investment fund management, building maintenance, and internal audit services. The amount
paid to Brookfield Asset Management for these services for the year ended December 31, 2021 totaled $0.3
million (December 31, 2020 — $0.4 million). Amounts due to Brookfield Asset Management related to
outsourcing arrangements at December 31, 2021 totaled $0.5 million (2020 — $Nil).

During the year, BAC issued group annuity policies of $5 million with certain of Brookfield Asset
Management's subsidiaries and collected all the premiums. Premiums, gross benefits and insurance contract
liabilities with related parties are accounted for in the same manner as those with unrelated parties in the
financial statements.

On March 29, 2021, the Company’s parent, BAM, transferred $79 million of deductions related to Part VI.1

tax at a cost of $0.99 per $1.00 of tax savings. The total value of tax deductions acquired was $20 million
dollars. In exchange, the Company paid cash of $20 million.
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During the year, subsidiaries of the Company purchased investments of $0.9 billion from Brookfield Asset
Management and its subsidiaries, from which net investment income of $5 million was recognized in the
Combined Consolidated Statements of Operations. Investment transactions with related parties are accounted
for in the same manner as those with unrelated parties in the financial statements.

On October 8, 2021, BIHI provided a $377 million interest-bearing loan to NER SPC. NER SPC used the
loan to finance the excess reserve capital associated with the reinsurance transaction that closed in October.
The loan is expected to be repaid with third-party financing arrangements within the next year.

The Company had $64 million of cash on deposit with wholly-owned subsidiaries of Brookfield Asset
Management as at December 31, 2021. During the year, the Company drew on approximately $742 million of
the deposit to fund new reinsurance and PRT transactions, as well as various investments.

NOTE 18. SEGMENT REPORTING

Effective in the fourth quarter of 2021, the Company's operations are organized into two operating segments:
Reinsurance and PRT. These segments are regularly reviewed by the CODM for the purpose of allocating
resources to the segment and to assess its performance. Prior to this, operations were attributable to one
segment: Insurance. During the fourth quarter, management entered into significant reinsurance arrangements
and thus, reporting to the CODM was changed. The prior year results have been restated to reflect this
change.

The key measure used by the CODM in assessing performance and in making resource allocation decisions is
Distributable Operating Earnings ( "Distributable Operating Earnings", or "DOE").

Distributable Operating Earnings is calculated as net income excluding the impact of depreciation and
amortization, income taxes, income from equity accounted investments, mark-to-market on hedging items,
breakage and transaction costs, and is inclusive of our proportionate share of adjusted earnings from our
investments in associates. DOE allows the CODM to evaluate the Company’s segments on the basis of return
on invested capital generated by its operations and allows the Company to evaluate the performance of its
segments

The tables below provide each segment’s results in the format that the CODM reviews its reporting segments
to make decisions and assess performance.
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FOR THE YEAR ENDED DEC. 31, 2021 Pension Risk

US$ MILLIONS Reinsurance' Transfer” Total
Net premiums $ 6,190 $ 1,016 $ 7,206
Interest revenue 2 55 57
Other net investment income, including funds withheld 125 (56) 69
Segment revenues 6,317 1,015 7,332
Proportionate share of equity accounted investment adjusted
earnings 8 — 8
Benefits paid on insurance contracts, net (220) (72) (292)
Changes in insurance reserves, net (6,060) (920) (6,980)
Other reinsurance expenses (19) — (19)
Operating expenses excluding transactions costs (6) (12) (18)
Interest expense @) — @)
Segment DOE 13 11 24
Corporate expenses 3
Income tax expense ?2)
Transaction costs ®)
Net hedging expenses (59)
Other activities 9
Net loss $ (44)

1. Net premiums in our Reinsurance segment are attributed to insurance contracts assumed from other companies.

2. Net premiums in our PRT segment include $1 million of insurance contracts ceded to other counterparties.
FOR THE YEAR ENDED DEC. 31, 2020 Pension Risk
US$ MILLIONS Reinsurance Transfer' Total
Net premiums $ — 3 430 $ 430
Interest revenue 30 30
Other net investment income, including funds withheld — 54 54
Segment revenues — 514 514
Benefits paid on insurance contracts, net — (39) 39)
Changes in insurance reserves, net — (468) (468)
Other reinsurance expenses — — —
Operating expenses excluding transactions costs — (6) (6)
Segment DOE 1
Net income $ 1

1. Net premiums in our PRT segment include $1 million of insurance contracts ceded to other counterparties.
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FOR THE YEAR ENDED DEC. 31, 2019

Pension Risk

US$ MILLIONS Reinsurance Transfer' Total

Net premiums $ — 3 325 $ 325
Interest revenue 20 20
Other net investment income, including funds withheld — 37 37
Segment revenues — 382 382
Benefits paid on insurance contracts, net — (25) (25)
Changes in insurance reserves, net — (345) (345)
Operating expenses excluding transactions costs — (6) 6)
Segment DOE 6
Net income $ 6

1. Net premiums in our PRT segment include $179 million of insurance contracts ceded to other counterparties.

Our Reinsurance business is focused primarily on the reinsurance of annuity-based products and transacts with

direct insurers and other reinsurers.

Our PRT business is focused on the transfer of pension plan liabilities from corporate sponsors, and all premium
revenues recorded for the years ended December 31, 2021, 2020 and 2019 were from Canadian counterparties.

Total premium revenues recorded within our Reinsurance segment for the year ended December 31, 2021 were from
transactions with two United States ceding companies and represented 63% and 22% of total premium revenues,

respectively.

For the purpose of monitoring segment performance and allocating resources between segments, the CODM
monitors the assets, including investments accounted for using the equity method, liabilities and common equity

attributable to each segment.

AS AT DEC. 31, 2021

Pension Risk

US$ MILLIONS Reinsurance Transfer Other' Total
Assets, excluding equity accounted investments ~ $ 7,577 $ 2,473 $ 1,099 $ 11,149
Equity accounted investments 344 — — 344
Liabilities 6,803 2,269 986 10,058
Common equity 1,118 204 113 1,435
AS AT DEC. 31,2020 Pension Risk

US$ MILLIONS Reinsurance Transfer Other' Total
Assets, excluding equity accounted investments ~ $ — 1,440 $ $ 1,440
Equity accounted investments — — — —
Liabilities — 1,357 — 1,357
Common equity — 83 83
AS AT DEC. 31,2019 Pension Risk

US$ MILLIONS Reinsurance Transfer Other' Total
Assets, excluding equity accounted investments ~ $ — 927 § $ 927
Equity accounted investments — — — —
Liabilities — 861 — 861
Common equity — 66 66

1. Other represents assets, liabilities and common equity attributable to other activities that do not constitute a segment.
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The geography of the Company's non-current assets are broken down as follows:

AS AT DEC. 31

US$ MILLIONS 2021 2020 2019
United States of America $ 1,121 $ — —
Canada 3 2 —
Cayman Islands 1 — —
Bermuda 1 — —
Total non-current assets $ 1,126 $ 2 S —

NOTE 19. FINANCIAL COMMITMENT

As at December 31, 2021, subsidiaries of the Company had loan commitment agreements with third parties to
the maximum of $463 million exclusive of taxes and other operating expenses (2020 - $15 million). As at
December 31, 2021, $81 million was loaned (2020 - $10 million). The amount were recognized as loans and
receivables and unrated bonds.

As at December 31, 2021, BAC had undiscounted lease liabilities of $1 million which are within one to three
years.

NOTE 20. CAPITAL MANAGEMENT

Capital management is the on-going process of determining and maintaining the quantity and quality of
capital appropriate to take advantage of the Company’s growth opportunities, to support the risks associated
with the business and to optimize shareholder returns while fully complying with the regulatory capital
requirements.

The Company takes an integrated approach to risk management that involves the Company’s risk appetite and
capital requirements. The enterprise risk management framework includes a capital management policy that
describes the key processes related to capital management. The capital management policy is reviewed at
least annually and approved by the Board of Directors. The operating capital levels are determined by the
Company’s risk appetite and Own Risk and Solvency Assessment (“ORSA”). Furthermore, stress techniques
that include the Financial Conditions Testing (“FCT”) are used to evaluate the Company’s capital adequacy
under sustained adverse scenarios.

BAC is subject to Life Insurance Capital Adequacy Test (“LICAT”) as determined by OSFI. The LICAT ratio
compares the regulatory capital resources of a company to its Base Solvency Buffer or required capital. The
total capital resources are provided by the sum of Available Capital, Surplus Allowance and Eligible
Deposits.

NER SPC is required to follow Risk Based Capital (“RBC”) requirements based on guidelines of the National
Association of Insurance Commissioners (“NAIC”). RBC is a method of measuring the level of capital
appropriate for an insurance company to support its overall business operations, in light of its size and risk
profile. It provides a means of assessing capital adequacy, where the degree of risk taken by the insurer is the
primary determinant.

NER Ltd. is required to maintain minimum statutory capital and surplus equal to the greater of a minimum
solvency margin and the enhanced capital requirement as determined by the Bermuda Monetary Authority
("BMA"). The Enhanced Capital Requirement ("ECR") is calculated based on the Bermuda Solvency Capital
Requirement model, a risk-based model that takes into account the risk characteristics of different aspects of
the company's business.

The Company has determined that it is in compliance with all the capital requirements as at December 31,
2021 and December 31, 2020.
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NOTE 21. SUPPLEMENTARY INSURANCE INFORMATION

The following table presents supplementary information for our two reportable segments:

Reinsurance
AS AT AND
FOR THE YEARS ENDED DEC. 31
US$ MILLIONS 2021 2020 2019
Insurance reserves $ 6,254 $ — 3 —
Deferred acquisition costs 776 — —
Net investment income on reserve assets 47 — —
Benefit expenses 220 — —
Gross premiums 6,190 — —
Amortization of deferred acquisition costs and other 1 — —

Pension Risk Transfer

AS AT AND
FOR THE YEARS ENDED DEC. 31

US$ MILLIONS 2021 2020 2019
Insurance reserves $ 2,243 $ 1,339 $ 856
Reinsurance assets 169 190 197
Net investment income on reserve assets A3) 82 56
Benefit expenses 920 63 39
Benefit expenses ceded (18) (25) (14)
Gross premiums 1,017 431 504
Ceded premiums (0)) (1) (179)

NOTE 22. SUBSEQUENT EVENTS

On January 7, 2022, the Company announced that it has purchased an additional 6,775,000 shares of common
stock of AEL Holdings, bringing its total combined equity interest in AEL Holdings to approximately 16%.
The Company acquired the additional shares issued from treasury at a price of $37.33 per share, being AEL
Holdings’s adjusted book value as of September 30, 2021, for total consideration of approximately
$253 million.

On March 9, 2022, the Company’s credit agreement with Brookfield Asset Management was increased to
$400 million. As at the date of these financial statements, there were no amounts drawn on the credit facility
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COMBINED CONDENSED FINANCIAL STATEMENTS OF
BROOKFIELD ASSET MANAGEMENT REINSURANCE PARTNERS LTD.

(PARENT COMPANY)

All operating activities of Brookfield Asset Management Reinsurance Partners Ltd. (the “Parent Company”) are
conducted by its operating subsidiaries, Brookfield Annuity Company (“BAC”), North End Re Ltd. ("NER Ltd.")
and North End Re (Cayman) SPC (“NER SPC”). The Parent Company holds a direct 100% ownership interest in
BAM Re Holdings Ltd. (“BAM Re Holdings”), which holds the Parent Company’s interest in its operating
subsidiaries. The Parent Company is a holding company that does not conduct any substantive business operations
and does not have any assets other than cash and cash equivalents and investments in its subsidiaries. The operating
subsidiaries are regulated insurance companies and therefore have restrictions on the ability to pay dividends, loan
funds and make other upstream distributions to the Parent Company without prior approval by local regulators.

These Combined Condensed Parent Company financial statements have been prepared using the same accounting
principles and policies described in the notes to the Combined Consolidated Financial Statements. Refer to the
consolidated financial statements and notes presented above for additional information and disclosures with respect
to these combined condensed financial statements.
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PARENT COMPANY INFORMATION
BROOKFIELD ASSET MANAGEMENT REINSURANCE PARTNERS LTD.

SCHEDULE I - COMBINED CONDENSED STATEMENTS OF FINANCIAL POSITION

AS AT DEC.31
US$ MILLIONS 2021 2020
Assets
Cash and cash equivalents $ 25§ —
Investments in subsidiaries 1,415 83
Total assets $ 1,440 § 83
Liability
Accounts payable and accrued liabilities $ 1 9 —
Due to related party 4 —
Total liabilities 5 —
Equity
Share capital 1,499 78
Accumulated (deficit) surplus (48) 1
Accumulated other comprehensive (loss) income (16) 4
Total equity 1,435 83
Total liabilities and equity $ 1,440 3 83

The accompanying notes to the combined condensed financial statements are an integral part of these
financial statements.
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PARENT COMPANY INFORMATION
BROOKFIELD ASSET MANAGEMENT REINSURANCE PARTNERS LTD.

SCHEDULE I - COMBINED CONDENSED STATEMENTS OF OPERATIONS

FOR THE YEARS ENDED DEC.31

US$ MILLIONS 2021 2020 2019
(Loss) income of equity method investments $ “1) $ 1 S 6
Operating expenses 3) — —
Net (loss) income $ (44) $ 1 $ 6

The accompanying notes to the combined condensed financial statements are an integral part of these
financial statements.
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PARENT COMPANY INFORMATION
BROOKFIELD ASSET MANAGEMENT REINSURANCE PARTNERS LTD.

SCHEDULE I - COMBINED CONDENSED STATEMENTS OF COMPREHENSIVE INCOME

(LOSS)
FOR THE YEARS ENDED DEC.31
US$ MILLIONS 2021 2020 2019
Net (loss) income $ 44) $ 1 $ 6
Other comprehensive (loss) income 15) 3 3
Comprehensive (loss) income $ 59) $ 4 9

The accompanying notes to the combined condensed financial statements are an integral part of these
financial statements.

F-68



PARENT COMPANY INFORMATION
BROOKFIELD ASSET MANAGEMENT REINSURANCE PARTNERS LTD.

SCHEDULE I - COMBINED CONDENSED STATEMENTS OF CHANGES IN EQUITY

Accumulated
Accumulated Other
FOR THE YEARS ENDED DEC 31 Surplus  Comprehensive
US$ MILLIONS Share Capital (Deficit)  Income (loss) Total
Balance as at January 1, 2021 $ 78 $ 1 3 4 3 83
Net income (loss) — (44) — (44)
Other comprehensive income (loss) — — (15) (15)
Comprehensive income (loss) — (44) (15) (59)
Equity issuances 1,424 — — 1,424
Return of capital 3) — — 3)
Common control transaction adjustment — ) ) (10)
Balance as at December 31, 2021 $ 1,499 $ 48 3 (16) $ 1,435
Balance as at January 1, 2020 $ 65 § — § 1 S 66
Net income (loss) — 1 — 1
Other comprehensive income (loss) — — 3 3
Comprehensive income (loss) — 1 3 4
Equity issuances 13 — — 13
Balance as at December 31, 2020 $ 78 $ 1 S 4 83
Balance as at January 1, 2019 $ 60 $ ©) $ 2 $ 52
Net income (loss) — 6 — 6
Other comprehensive income (loss) — — 3 3
Comprehensive income (loss) — 6 3 9
Equity issuances 5 — — 5
Balance as at December 31, 2019 $ 65 $ — S 1 8 66

The accompanying notes to the combined condensed financial statements are an integral part of these
financial statements.

PARENT COMPANY INFORMATION
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BROOKFIELD ASSET MANAGEMENT REINSURANCE PARTNERS LTD.

SCHEDULE I - COMBINED CONDENSED STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DEC. 31

US$ MILLIONS 2021 2020 2019
Operating activities
Net (loss) income $ “44) 3 1S 6
Non-cash items affecting net income
Equity in undistributed earnings of subsidiaries 41 (1) 6)
Changes in non-cash balances related to operations
Changes in working capital 5 — —
Cash from operating activities — —
Investing activities
Investments in shares of subsidiaries (1,475) (13) ®)
Cash used in investing activities (1,475) (13) 5)
Financing activities
Issuance of equity 1,501 13 5
Return of capital A3 — —
Cash from financing activities 1,498 13 5
Cash and cash equivalents
Cash and cash equivalents, beginning of year — — —
Net change during the year 25 — —
Cash and cash equivalents, end of year $ 25 § — —

The accompanying notes to the combined condensed financial statements are an integral part of these

financial statements.
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PARENT COMPANY INFORMATION
BROOKFIELD ASSET MANAGEMENT REINSURANCE PARTNERS LTD.
SCHEDULE I - NOTES TO THE COMBINED CONDENSED FINANCIAL STATEMENTS
NOTE 1. BASIS OF PRESENTATION

Brookfield Asset Management Reinsurance Partners Ltd. (the “Parent Company”) is a holding company that
conducts all of its business operations through its subsidiaries. The Parent Company holds a direct 100% ownership
interest in BAM Re Holdings Ltd., which holds the Parent Company’s interest in its operating subsidiaries,
Brookfield Annuity Company (“BAC”), North End Re Ltd. ("NER Ltd.") and North End Re (Cayman) SPC (“NER
SPC”).

The Parent Company is a Bermuda corporation incorporated on December 10, 2020 and governed by the laws of
Bermuda. The Parent Company was established to become a reinsurance business focused on providing capital-
based solutions to insurance companies and their stakeholders, and through its operating subsidiaries, acts as a direct
issuer of pension risk transfer products for pension plan sponsors and provides annuity-based reinsurance products
to insurance and reinsurance companies.

The Parent Company has accounted for the earnings of its subsidiaries under the equity method in these
unconsolidated combined condensed financial statements.

The comparatives reflect the financial information of Brookfield Annuity Holdings Inc. (“BAH”), the predecessor of
our Parent Company for financial reporting purposes, as at December 31, 2020 and for the years ended December
31,2020 and 2019.

No dividends have been received from any of our subsidiaries in the past three years.
NOTE 2. COMMITMENTS AND CONTINGENCIES

The Parent Company has guaranteed the borrowings on the revolving bi-lateral credit facilities entered into by its
subsidiaries. The total revolving credit facilities size is $150 million, and as at December 31, 2021, the subsidiaries
had drawn $37 million. The Parent Company has no other material commitments or contingencies during the
reported periods.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS
Introduction

This management’s discussion and analysis (“MD&A”), dated as of March 22, 2022, covers the financial
position as of December 31, 2021 and December 31, 2020 and the results of operations for the years ended
December 31, 2021, December 31, 2020 and December 31, 2019 which are prepared in accordance with IFRS, as
issued by the International Accounting Standards Board (“IASB”). The information in this MD&A should be read in
conjunction with the audited Combined Consolidated Financial Statements (“the financial statements™) as of
December 31, 2021 and December 31, 2020 and for the years ended December 31, 2021, December 31, 2020 and
December 31, 2019.

3 CLEN TN L RT3 th)

Unless the context requires otherwise, when used in this MD&A, the terms “we”, “us”, “our”, or the
“company” means Brookfield Asset Management Reinsurance Partners Ltd. together with all of its subsidiaries and
the term “Brookfield” means Brookfield Asset Management, its subsidiaries and controlled companies and any
investment fund sponsored, managed or controlled by Brookfield Asset Management or its subsidiaries, and does
not, for greater certainty, include us or Oaktree Capital Group, LLC and Atlas OCM Holdings, LLC and its
subsidiaries.

In addition to historical information, this MD&A contains forward-looking statements. Readers are cautioned
that these forward-looking statements are subject to risks and uncertainties that could cause actual results to differ
materially from those reflected in the forward-looking statements. See “Forward-Looking Information”.

Overview of Our Business

Our company is an exempted company limited by shares incorporated under the laws of Bermuda on
December 10, 2020 under the laws of Bermuda. Our company was established by Brookfield to own and operate a
leading reinsurance business focused on providing capital-based and annuity solutions to insurance and reinsurance
companies and pension risk transfer products for pension plan sponsors. In doing so, the Company seeks to match
long-duration liabilities with a portfolio of high-quality investments in order to generate attractive, risk-adjusted
returns within our business. Our relationship with Brookfield provides us with access to a diverse mix of leading
alternative investment strategies that we believe are well-suited for this purpose. Our business is presently conducted
through our subsidiaries under two operating segments, which we refer to as our reinsurance business and our PRT
business. Our reinsurance business currently focuses on annuities-based products. Over time, we may look for
opportunities to expand our reinsurance business to cover other longer-duration products such as life insurance and
structured settlements.

Reinsurance

Within our reinsurance business, we are focused primarily on the reinsurance of annuity-based products, and
will primarily seek to transact with direct insurers and other reinsurers operating in North America and Western
Europe.

Annuities are insurance contracts that provide a defined income stream, typically for retirement planning.
Policyholders deposit money with an insurance company in return for a fixed stream of cash flows either
immediately or in the future. Reinsurance is an arrangement whereby an insurance company, the reinsurer, agrees to
indemnify another insurance company, referred to as the ceding company or cedant, for all or a portion of the
insurance risks that are underwritten by the ceding company. Reinsurance serves multiple purposes, including to (1)
transfer insurance risk off of a ceding company’s balance sheet, enabling it to more efficiently manage balance sheet
capacity to increase the volume of business it can underwrite (2) stabilize a ceding company’s operating results, (3)
assist the cedant in achieving applicable regulatory requirements, and (4) optimize the overall financial strength and
capital structure of the cedant.



Reinsurance may be structured as a block transaction, pursuant to which a reinsurer contractually assumes
assets and liabilities associated with an in-force book of business, or as a flow arrangement, pursuant to which a
reinsurer contractually agrees to assume assets and liabilities for future business.

We primarily seek to reinsure three types of annuity products: fixed annuities, fixed index annuities and
payout annuities.

Fixed Annuities

A fixed annuity (“FA”) is a type of insurance contract that provides a fixed rate of investment return (often
referred to as a crediting rate) for a specified period of time. Fixed rate reset annuities have a crediting rate that is
typically guaranteed for a period of one year, after which insurers are able to change the crediting rate at their
discretion, generally to any rate at or above a previously guaranteed minimum rate.

Insurers earn income on FA contracts by generating a net investment spread, which is based on the difference
between income earned on the investments supporting the liabilities and the crediting rate owed to customers.

Fixed Index Annuities

A fixed index annuity (“FIA”) is an insurance contract in which the policyholder makes one or more premium
deposits that earn interest at a crediting rate based on a specified market index. Policyholders are entitled to
recurring or lump sum payments for a specified period of time. FIAs provide policyholders with the ability to earn
interest without significant downside risk to their principal balance. A market index tracks the performance of a
specific group of stocks or other assets representing a particular segment of the market, or in some cases, an entire
market. A policyholder’s crediting rate in relation to a market index is based on the change in the relevant market
index, subject to a pre-defined cap (a maximum rate that may be credited), spread (a credited rate determined by
reducing a specific rate from the index return) and/or a participation rate (a credited rate equal to a percentage of the
index return).

Insurers earn income on FIA contracts based on a net investment spread, which is the difference between
income generated on investments supporting the liabilities and the interest that is credited to policyholders.

Payout Annuities

A payout annuity is an income-generating insurance product. In exchange for a lump-sum premium, the
policyholder receives a series of guaranteed income payments for one lifetime, two lifetimes, or a specified period of
time.

Insurers earn income on payout annuity contracts based on a net investment spread, which is the difference
between income generated on investments supporting the liabilities and the interest that is credited to policyholders.

We operate our reinsurance business through licensed operating companies, North End Re (Cayman) SPC
(“NER SPC”) and North End Re Ltd (“NER Ltd.”). On September 3, 2021, NER Ltd. entered into a retrocession
agreement with a third party to reinsure a block of U.S. annuities. At the time of closing, the retrocession agreement
had a retrospective effective date of April 1, 2021, representing the date on which the company has the reinsurance
contractual obligations. On October 8, 2021, NER SPC closed a reinsurance agreement with a third-party insurance
company to reinsure fixed indexed annuities. At the time of closing, the reinsurance agreement had a retrospective
effective date of July 1, 2021, representing the date on which the company has the reinsurance contractual
obligations. As of December 31, 2021, NER SPC and NER Ltd. had $4.7 billion and $1.6 billion of insurance
reserves, respectively.



Pension Risk Transfer

PRT is the transfer by a corporate sponsor of the risks (or some of the risks) associated with the sponsorship
and administration of a pension plan, in particular, investment risk and longevity risk, which is the risk of an
increase in life expectancy of plan beneficiaries. These risks can be transferred either to an insurer like us through a
group annuity transaction, or to an individual through a lump-sum settlement payment. PRT using insurance
typically involves a single premium group annuity contract that is issued by an insurer, permitting the corporate
pension plan sponsor to discharge certain pension plan liabilities from its balance sheet.

A PRT insurance transaction may be structured as either a buy-out annuity or a buy-in annuity. Under a buy-
out annuity, a direct insurer enters into a group annuity contract with the plan sponsor and assumes the liability to
fund, administer, and pay benefits covered under the contract directly to the individual pension plan members
covered under the contract. Under a buy-in annuity, the insurer enters into a group annuity contract with the plan
sponsor and is liable to fund and pay the benefits covered under the contract to the pension plan fund, with the plan
sponsor retaining the liability to administer and pay pension benefits to plan members. In both cases, the insurer
assumes the investment and longevity risk.

Insurers earn income on buy-out and buy-in group annuities by generating a net investment spread, which is
based on the difference between income earned on the investments supporting the annuity contract and the cost of
the pension liabilities assumed.

Today, our PRT business is operated through Brookfield Annuity Company (“BAC”), a Canadian domiciled,
licensed and regulated direct life insurance company that provides PRT solutions to organizations across Canada.
BAC is led by a team of experts with an average of over 25 years of experience in group annuities, pensions,
insurance and investments.

BAC was incorporated in August 2016 as a wholly-owned indirect subsidiary of Brookfield Asset
Management and wrote its first group annuity policy in the first quarter of 2017. As of December 31, 2021, BAC
had $2.2 billion (C$2.8 billion) of policyholder reserves.

Life Insurance

Although today our business is focused primarily on annuity-based products, in the future we may look to
expand our reinsurance business to cover other longer-duration products, including life insurance. Life insurance is a
contract between an insurer and the insured person in which the insurer guarantees payment of a death benefit to
named beneficiaries in exchange for premiums paid by the insured person. Insurers generate income based upon the
income earned on assets invested in connection with the policy, relative to the cost of administration and the death
benefit paid.

The following financial data is derived from our audited statements that are prepared in accordance with
IFRS. Non-IFRS measures used in this MD&A are reconciled to or calculated from such values. All dollar
references, unless otherwise stated, are in U.S. Dollars.



Continuity of Interest

Our company was established on December 10, 2020 by Brookfield Asset Management, and on June 28,
2021 Brookfield Asset Management completed the Spin-off of the company by way of a special dividend to holders
of Brookfield Asset Management’s Class A and Class B Limited Voting Shares. Prior to the Spin-off, Brookfield
Asset Management controlled the portion of our business that was spun off to form our company (the “Business”).
The Business transferred in connection with the Spin-off represented common control transactions recorded at
historical carrying values. In accordance with the company accounting policy, the company has reflected the
Business in its financial position and results of operations using Brookfield Asset Management’s carrying value,
prior to the Spin-off. To reflect this continuity of interest, the financial statements provide comparative information
of the Business for the periods prior to the Spin-off, as previously reported by Brookfield Asset Management. The
economic and accounting impact of contractual relationships created or modified in conjunction with the Spin-off
have been reflected prospectively from the date of the Spin-off and have not been reflected in the results of
operations or financial position of the company prior to June 28, 2021, as such items were in fact not created or
modified prior thereto. Accordingly, the financial information for the periods prior to June 28, 2021 is presented
based on the historical financial information for the Business as previously reported by Brookfield Asset
Management. For the period after completion of the Spin-off, the results are based on the actual results of the
company, including the adjustments associated with the Spin-off and the execution of several agreements.
Therefore, net income (loss) and comprehensive income (loss) not attributable to interests of others in operating
subsidiaries has been allocated to Brookfield Asset Management prior to June 28, 2021 and allocated to the
shareholders of class A exchangeable shares, class B shares and class C shares on and after June 28, 2021.

Basis of Presentation

The company holds a direct 100% ownership interest in BAM Re Holdings Ltd., which holds the company’s interest
in its operating subsidiaries. Through its operating subsidiaries, the company provides annuity-based reinsurance
products to insurance and reinsurance companies and acts as a direct issuer of PRT products for pension plan
sponsors. The principal operating entities of the company generally maintain their own independent management
and infrastructure.

Key Financial Data

The following present key financial data of the company:

US$ MILLIONS 2021 2020 2019
Gross premiums $ 7207 $ 431 $ 504
Net (loss) income for the year (44) 1 6
Distributable Operating Earnings'~ 30 1 6
Net Investment Spread 0.6% 0.4% 0.7%
AUM 9,747 1,193 702
Excess Capital' 720 — —
Net Reserve Capital’ 715 83 66

1.Distributable operating earnings, excess capital, and net reserve capital are Non-IFRS measures. See “Reconciliation of Non-IFRS Measures”.
2. Distributable operating earnings for 2021 is inclusive of $6 million relating to activities outside of our two operating segments.



Operating Results and Financial Review
CONSOLIDATED RESULTS OF OPERATIONS
Comparison of the Years Ended December 31, 2021, 2020 and 2019

The following table summarizes the financial results of our business for the years ended December 31, 2021,
2020 and 2019.

FOR THE YEARS ENDED DEC. 31

US$ MILLIONS 2021 2020 2019
Premiums

Gross $ 7,207 $ 431 $ 504

Ceded 1) 1) (179)
Net premiums 7,206 430 325
Net investment income, including funds withheld 138 84 57
Total revenues 7,344 514 382
Income from equity accounted investments 8 — —
Benefits paid on insurance contracts

Gross 310 63 39

Ceded (18) (25) (14)
Change in insurance reserves

Gross 6,958 457 538

Ceded 22 11 (193)
Other reinsurance expenses 19 — —
Operating expenses 35 6 6
Net hedging expenses 59 — —
Interest expense 9 — —
Total benefits and expenses 7,394 512 376
Net (loss) income before income taxes 42) 2 6
Current tax expense — )] —
Deferred tax expense ?2) — —
Net (loss) income for the year $ 44) $ 1 $ 6

2021 vs. 2020

For the year ended December 31, 2021, we reported a net loss of $44 million, compared to net income of $1
million for the prior year.

Gross premiums increased by $6.8 billion in 2021 relative to the same period in 2020. The increase included
$6.2 billion related to the closing of two large-block reinsurance transactions and a higher volume of PRT deals
closed as compared to the prior year. During 2021, the company closed 26 PRT deals (2020 - 15), representing $1.1
billion of premiums and approximately 20% of the Canadian PRT market in 2021.

Net investment income including funds withheld increased by $54 million for the year ended December 31,
2021, relative to the same period in 2020. Net investment income comprises of interest and dividends received, as
well as realized and unrealized gains and losses on financial instruments. Interest and dividends received increased
reflecting the growth in the investment portfolio. Realized gains on investments increased in period as a result of
funds withheld income from our first large-block reinsurance transaction.



Equity accounted income in 2021 of $8 million related to the company's investment in the common equity of
American Equity Investment Life Holding Company (“AEL Holdings”). The company originally acquired a 9.5%
interest in AEL Holdings at the time of Spin-Off and the investment was treated as a financial asset. Post spin-off,
as a result of a firm commitment to enter into the reinsurance agreement with American Equity Investment Life
Insurance Company (“AEILIC”), we concluded that we had significant influence over AEL Holdings, and as such,
derecognized the financial asset and recorded an equity accounted investment.

Gross benefits paid to policyholders increased by $247 million in 2021 due to the new reinsurance
transactions and an increase in annuitants in-pay in new PRT business since the prior year period. Ceded benefits
represent amounts received from reinsurers. Ceded benefits for the year ended December 31, 2021 decreased by $7
million as a result of the deferred financing associated with the ceding contract.

The gross change in insurance reserves in 2021 increased by $6.5 billion compared to the same period in
2020, primarily due to the two large-block reinsurance transactions closed as noted above, new PRT transactions
closed and the impact of market movements.

Other reinsurance expenses increased by $19 million in 2021 due to the reinsurance transactions entered into
during the year, resulting in additional reinsurance related expenses settled since the treaty effective dates.

Operating expenses increased by $29 million during 2021 compared to 2020 as a result of additional
personnel, professional services and transaction expenses related to the build out of our business. We also recorded
unrealized gains and premium cost of the options on our corporate hedging activities as at December 31, 2021 of
$59 million. Subsequent to year end, in January 2022, we unwound the hedge positions for a life to date gain on the
positions, and the realized gains will be reflected in net income in the first quarter of 2022.

Net hedging expenses relate to costs incurred and mark to market movement associated with derivative
contracts not directly related to the Company's insurance operating companies' investment portfolios or insurance
reserves. Net hedging expenses of $59 million in the year relate to costs incurred to entered into corporate hedges
and are partially offset by positive mark to market of hedges entered into as at December 31, 2021.

During 2021, DOE increased $29 million from the prior year to $30 million. We deployed $5 billion of the
assets received on the closing of the reinsurance and PRT transactions and expect Distributable Operating Earnings
to grow in the coming quarters as the assets received upon closing benefit from the deployment into our higher-
yielding investment strategies.

2020 vs. 2019

For the year ended December 31, 2020, we reported net income of $1 million. This compares to net income of
$6 million for the year ended December 31, 2019.

Gross premiums decrease by $73 million in 2020 relative to the same period in 2019. This decrease was due
to a lower number of pension risk transfer deals closed during the year. Ceded premiums decreased by $178 million
relative to the prior year. This is primarily related to one significant coinsurance reinsurance transaction in 2019
where we ceded $178.6 million of premiums.

Net investment income increased by $27 million in 2020, relative to the same period in 2019. Net investment
income comprises of interest and dividends received, as well as realized and unrealized gains and losses on financial
instruments. Interest and dividends received increased by $9 million reflecting the growth in the investment
portfolio. Realized gains on financial instruments were lower by $6 million in 2020, relative to 2019, due to lower
disposal activity in the year. Unrealized gains and losses on financial instruments in 2020 were positively impacted
by strong mark-to-market performance of investments during the second half of the year resulting in $51 million of
unrealized gains on investments and derivatives in 2020, relative to $27 million in 2019.

Gross benefits paid to policyholders increased by $24 million in 2020 due to the increase in new PRT
business. Ceded benefits represent amounts received from reinsurers. Ceded benefits in 2020 increased by $11



million compared with the same period in 2019 as 2020 reflects the first full year of amounts received from
reinsurers on treaties entered into in 2019. The company also entered into one additional reinsurance treaty in 2020.

The gross change in insurance contract liabilities in 2020 decreased by $81 million compared to the same
period in 2019. The change in gross contract liabilities was primarily due to the impact of market movements, such
as decreasing interest rates. Ceded change in insurance contract liabilities increased by $204 million due to the
impact of market movements on the ceded reserves in 2020.

During 2020, DOE decreased $5 million to $1 million, primarily as a result of the overall lower rate
environment experienced in 2020 compared with 2019.

CONSOLIDATED FINANCIAL POSITION
Comparison as at December 31, 2021 and December 31, 2020

The following table summarizes the financial position as at December 31, 2021 and December 31, 2020:

AS AT DEC. 31
US$ MILLIONS 2021 2020
Assets
Cash and cash equivalents $ 393 § 35
Investments 4,943 1,193
Reinsurance funds withheld 4,650 —
Equity accounted investments 344 —
Deferred acquisition costs 776 —
Reinsurance assets 169 190
Derivative assets 146 7
Property and equipment 2 2
Other assets 70 13
Total assets 11,493 1,440
Liabilities
Insurance reserves 8,497 1,339
Due to related parties 467 —
Reinsurance payable 75 —
Corporate borrowings 693 —
Deferred revenue 82 —
Liabilities of structured entities 167 —
Otbher liabilities 77 18
Total liabilities 10,058 1,357
Total equity 1,435 83
Total liabilities and equity $ 11,493 $ 1,440

December 31, 2021 vs. December 31, 2020

Cash increased by $358 million during the year primarily as a result of cash and cash equivalents held within
the investment portfolios of our new reinsurance treaties, as well as the capital provided to the company upon Spin-
off, which is used to fund future transactions and working capital requirements.

Investments increased by $3.8 billion over the year, primarily as a result of new PRT deals won during the
year, and investments held within the general account within our new reinsurance transactions. In addition,



investments included approximately $800 million of temporary corporate investments that will ultimately be
transferred into our insurance investment portfolios in the near term.

The increase in equity accounted investments of $344 million related to our investment in AEL Holdings, as
noted above.

Reinsurance funds withheld increased by $4.7 billion due to our two large-block reinsurance transactions that
closed during the year. Each transaction included modified coinsurance arrangements, and as a result Reinsurance
funds withheld represents the receivables from the ceding companies, including the embedded derivatives and
modified coinsurance assets, and is partially offset by reinsurance funds withheld amounts payable.

Deferred acquisition costs increased by $776 million and relate to the large-block reinsurance transaction
closed in 2021. Costs that were directly related to these reinsurance contracts were capitalized as deferred
acquisition costs to the extent that they are recoverable from gross profits. Deferred acquisitions costs are amortized
over the life of the policies in proportion to the estimated gross profits.

Insurance reserves increased by $7.2 billion due to $6.2 billion from two new reinsurance transactions and
$1.1 billion from new PRT deals won.

The increase in due to related parties increased primarily as a result of a temporary bridge financing provided
to a subsidiary of the company related to the financing of excess reserve capital within a recently closed reinsurance
transaction. The financing is expected to be repaid in the near term, and replaced with third-party reserve capital
financing.

Reinsurance payable relates to settlements payable to third-party reinsurers and cedants, and increased by $75
million during the period as a result of the new reinsurance treaties closed during the year.

Corporate borrowings increased by $693 million during the year primarily as a result of drawings on the
Company's 364-day revolving credit facility for the purpose of temporarily warehousing attractive investment
opportunities that will ultimately be transferred into our insurance investment portfolios in the near term. The
facility borrowings are secured by the underlying investments related to the credit facility drawings.

Deferred revenue increased by $82 million due to a negative ceding commission recognized as part of a
reinsurance transaction closed during the year.

Liabilities of structured entities relate to debt and preferred securities issued by consolidated structured
entities that our reinsurance treaties have invested in. The increase of $167 million relates to new debt and preferred
securities issued by these entities during the period.

AUM increased $8.6 billion during 2021 to $9.7 billion as a result of growth from new Reinsurance and PRT
business during the year.

Excess Capital is the amount of capital in the business that is not currently supporting insurance contracts
within regulated insurance entities. Excess capital includes the Company's investment in AEL Holdings and other
corporate investments.

Net reserve capital is the the capital within our company that supports our insurance reserves, and increased
$632 million as a result of block reinsurance and PRT transactions closed during the year.



SEGMENT REVIEW

Effective in the fourth quarter of 2021, the Company's operations are organized into two operating
segments:Reinsurance and PRT.

We measure operating performance primarily using Distributable Operating Earnings ("Distributable
Operating Earnings" or "DOE") which measures our ability to acquire net pension assets at a positive margin, and
invest these assets at a return that is greater than the accretion of the annuitants’ liabilities.

Reinsurance

The following table presents Distributable Operating Earnings of our Reinsurance segment for the years
ended December 31, 2021, 2020 and 2019:

FOR THE YEARS ENDED DEC.31
US$ MILLIONS 2021 2020 2019

DOE 13 _ _

For the year ended December 31, 2021

The company's Reinsurance operating companies commenced their reinsurance operations in 2021 and closed
its first two large-block transactions in the second half of 2021.

We deployed $5 billion of the assets received on the closing of the reinsurance transactions and expect
Distributable Operating Earnings from our Reinsurance segment to grow in the coming quarters as the assets
received upon closing benefit from the deployment into our higher-yielding investment strategies.

Pension Risk Transfer

The following table presents Distributable Operating Earnings of our PRT segment for the years ended
December 31, 2021, 2020 and 2019:

FOR THE YEARS ENDED DEC.31
US$ MILLIONS 2021 2020 2019

DOE 11 1 6




Comparison of the years ended December 31, 2021 and 2020

During 2021, the company closed 26 PRT deals (2020 - 15), representing $1.1 billion of premiums and
approximately 20% of the Canadian PRT market in 2021.The increase in Distributable Operating Earnings was
primarily as a result of an increased investment spread, as we focused on deploying the existing portfolio into
higher-yielding investment strategies.

Comparison of the years ended December 31, 2020 and 2019

During 2020, the company closed 15 PRT deals compared with 19 in 2019. The decrease in Distributable

Operating Earnings was primarily as a result of the overall lower rate environment experienced in 2020 compared
with 2019.

Liquidity and Capital Resources
CAPITAL RESOURCES

We attempt to maintain sufficient financial liquidity at all times so that we are able to participate in attractive
opportunities as they arise, better withstand sudden adverse changes in economic circumstances within our operating
subsidiaries and maintain payments to policyholders, as well as maintain distributions to our shareholders. Our
principal sources of liquidity are cash flows from our operations, and access to the company’s third-party credit
facility, and our credit facility and equity commitment with Brookfield Asset Management. We proactively manage
our liquidity position to meet liquidity needs while looking to minimize adverse impacts on investment returns. We
look to structure the ownership of our assets to enhance our ability to monetize them to provide additional liquidity,
if needed. Our liquidity for the periods noted below consisted of the following:

AS AT DEC. 31

US$ MILLIONS 2021 2020
Cash and cash equivalents $ 393 § 35
Corporate financial assets 243 —
Undrawn credit facilities 313 42
Total liquidity $ 949 § 77

As of the date of this MD&A, our liquidity is sufficient to meet our present requirements for the foreseeable
future. As part of the Spin-off, Brookfield provided to the Company an equity commitment in the amount of $2.0
billion to fund future growth, which the Company may draw on from time to time. The equity commitment may be
called by the Company in exchange for the issuance of class C shares or junior preferred shares. In addition, in
connection with the Spin-off we entered into a credit agreement with Brookfield as the lender, providing for a three
year revolving $200 million credit facility in addition to our $150 million revolving credit facility with external
banks. Subsequent to year end, the size of the revolving credit facility with Brookfield was increased to $400
million. As of the date of this MD&A, there were no amounts drawn on the Brookfield facility.

Liquidity within our operating subsidiaries may be restricted from time to time due to regulatory constraints.
As at December 31, 2021, the company's cash and cash equivalents included $105 million of unrestricted cash
resources that can be deployed to fund corporate activities as needed. We use the liquidity provided by our credit
facilities for working capital purposes, and we may use the proceeds from the capital commitment to fund growth
capital investments and acquisitions. The determination of which of these sources of funding the Company will
access in any particular situation will be a matter of optimizing needs and opportunities at that time.
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Comparison of the year ended December 31, 2021, 2020 and 2019

The following table presents a summary of our cash flows and ending cash balances for the years ended
December 31, 2021 and 2020:

FOR THE YEARS ENDED DEC. 31

US$ MILLIONS 2021 2020 2019
Operating activities $ 1,581 $ 399 $ 309
Investing activities (3,864) (385) (268)
Financing activities 2,640 13 (395)
Cash and cash equivalents

Cash and cash equivalents, beginning of year 35 13

Net change during the year 357 27 6

Foreign exchange on cash balances held in foreign

currencies 1 (5) 1)
Cash and cash equivalents, end of year $ 393 § 35 8§ 13
Operating Activities

2021 vs. 2020

For the year ended December 31, 2021, we generated $1.6 billion of cash from operating activities compared
to $399 million during 2020. The greater amount of cash generated was primarily due to $6.2 billion of favorable
changes in insurance reserve due to two new reinsurance transactions and $82 million of deferred revenue, partially
offset by $4.7 billion of changes in reinsurance funds withheld and $776 million of changes in deferred acquisition
costs.

2020 vs. 2019

For the year ended December 31, 2020, we generated $399 million of cash from operating activities
compared to $309 million during 2019. The increase was primarily as a result of new business written (net of ceded
portion to reinsurers), compared to the prior year.

Investing Activities
2021 vs. 2020

For the year ended December 31, 2021, we deployed $3.9 billion of cash from investing activities compared
to $385 million during 2020. The greater amount of cash used in the 2021 year was primarily due to additional
assets acquired from the reinsurance transactions, the larger number of PRT transactions during the year, portfolio
rebalancing activities and additional investments held on the company's balance sheet outside of insurance and
reinsurance agreements. The increase of cash used is mainly comprised of $6.0 billion of purchase of investments,
partially offset by $2.1 billion of proceeds on disposal of investments.

2020 vs. 2019

For the year ended December 31, 2020, we used $385 million to fund investing activities compared to $268
million during 2019. The greater use of cash in 2020 was primarily due to greater amount of business written and
retained compared to the prior year.
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Financing Activities
2021 vs. 2020

For the year ended December 31, 2021, we generated $2.6 billion of cash from financing activities compared
to $13 million generated in the same period in 2020. The cash generated in the current year primarily relates to $1.4
billion of cash received from the issuance of the class A exchangeable shares, class B shares and class C shares of
the company during the year, $378 million of net corporate borrowings from related parties and $693 million of
corporate borrowings from external parties.

2020 vs. 2019

For the year ended December 31, 2020, we generated $13 million from financing activities compared to
$35 million used in the prior year. The cash generated in the current year primarily relates cash received from the
issuance of common shares. Cash used in financing activities in the prior year primarily related to net repayments on
various repurchase agreements.

Financial Instruments

To the extent that we believe it is economic to do so, our strategy is to hedge a portion of our equity
investments and/or cash flows exposed to foreign currencies by the company. The following key principles form the
basis of our foreign currency hedging strategy:

*  We leverage any natural hedges that may exist within our operations;
*  We utilize local currency debt financing to the extent possible; and
*  We may utilize derivative contracts to the extent that natural hedges are insufficient.

As at December 31, 2021, our common equity was $1.4 billion and included approximately $164 million
invested in Canadian dollars. All cumulative translation adjustments recorded for the years ended December 31,
2021 and 2020 were related to foreign exchange movements on the Canadian dollar relative to the U.S. dollar.

As at December 31, 2021, we had a notional $846 million (December 31, 2020 - $235 million) of foreign
exchange forward contracts in place to hedge against foreign currency risk.

For additional information, see Note 3, “Financial Instruments” of the Combined Consolidated Financial
Statements.

Future Capital Obligations and Requirements

A subsidiary of the Company has loan commitment agreements to the maximum of $463 million exclusive of
taxes and other operating expenses (December 31, 2020 - $15 million). As at December 31, 2021, $81 million was
loaned (December 31, 2020 - $10 million). The amounts were recognized as loans and receivables and unrated
bonds. For additional information, see Note 19, “Financial Commitment” of the Combined Consolidated Financial
Statements.
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Tabular Disclosure of Contractual Obligations

The table below outline the contractual obligations of the company as at December 31, 2021:

Payments due by year

AS AT DEC. 31 2021 Less than 1 More than 5
US$ MILLIONS Total year 1- 3 years 4 - 5 years years

Insurance reserves $ 8,497 $ 368 $ 769 $ 792 $ 6,568
Due to related party 467 467 — — —
Reinsurance payable 75 21 14 15 25
Deferred revenue 82 4 7 7 64
Accounts payable and other 65 65 — — —
Liabilities of structured entities 167 — — — 167
Funds withheld liabilities 12 12 — — —
Corporate borrowings 693 656 37 — —
Total $ 10,058 3 1,593 § 827 § 814 § 6,824

Brookfield Asset Management Operating Results

An investment in the class A exchangeable shares of the company is intended to be, as nearly as practicable,
functionally and economically, equivalent to an investment in Brookfield Asset Management. A summary of
Brookfield Asset Management’s 2021, 2020 and 2019 full year operating results is provided below:

FOR THE YEARS ENDED DEC. 31

US$ MILLIONS 2021 2020 2019
Revenues $ 81,112 $ 66,632 $ 67,826
Net income (loss) 12,388 707 5,354

Each class A exchangeable share has been structured with the intention of providing an economic return
equivalent to one Brookfield Class A Share. We therefore expect that the market price of the class A exchangeable
shares should be impacted by the market price of Brookfield Class A Shares and the business performance of
Brookfield Asset Management as a whole. In addition to carefully considering the disclosure made in this MD&A,
you should carefully consider the disclosure made by Brookfield Asset Management in its continuous disclosure
filings. Copies of the Brookfield Asset Management’s continuous disclosure filings are available electronically on
EDGAR on the SEC’s website at www.sec.gov or on SEDAR at www.sedar.com.

Industry Trends and Factors Affecting Our Performance
Pension Risk Transfer

The Canadian PRT market in which our PRT business currently operates has expanded over the last several
years, with a growth rate of approximately 24% per annum since 2015. With over C$2.6 trillion of defined benefit
plan assets under management according to Global Pension Assets Study - 2022 issued by Willis Towers Watson,
we believe there are significant opportunities for us to grow our Canadian PRT business organically.
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Life Insurance and Annuities

The annuities and life insurance industry in our target markets of North America and Western Europe consists
of over $13 trillion of assets and is growing by approximately 4% annually. As described above, we will participate
in this industry primarily by providing reinsurance of annuity-based products and PRT solutions and over time may
look for opportunities to expand our reinsurance business into life insurance, structured settlements, and other long-
duration products in order to take advantage of the growing industry. We believe the current trends present
significant opportunities for us to grow our Reinsurance business.

* Low interest rates are differentiating those with access to higher-yielding investments. Insurers
invest primarily in fixed income products and declining yields have put pressure on profitability, creating
opportunities for those with higher-yielding alternative investment management capabilities to
outperform. Through our relationship with Brookfield, we have access to a diverse portfolio of suitable
higher-yielding alternative investment products.

*  Many insurers are looking for ways to shift toward less asset-intensive insurance products. Given
the capital-intensive nature of life and annuity liabilities, many insurance companies with diversified
exposure are looking to reduce their exposure to life and annuity products, including through reinsurance,
in order to free up capital that they can deploy in support of less asset-intensive products and business
lines.

* Recent market conditions are exposing under-capitalized companies. Some writers of annuity
products are facing higher hedging costs amidst volatile markets, and changes in regulatory standards are
increasing the transparency of liability valuations in the current low-rate environment. This has
necessitated a need to raise or otherwise free up capital, and the reinsurance market offers writers of
annuity products an opportunity to do so. We have access to capital and are able to provide capital
support to these companies.

*  Public market valuations have compressed while capital needs have grown. Insurers are trading at
cyclical lows on a book value basis, and given the prevailing market environment, are looking to partner
with organizations like ours that can provide solutions to address capital needs.

Market Risk

Our Combined Consolidated Statements of Financial Position include substantial amounts of assets and
liabilities whose fair values are subject to market risks. Our significant market risks are primarily associated with
interest rates, foreign currency exchange rates and credit risk. The fair values of our investment portfolios remain
subject to considerable volatility. The following sections address the significant market risks associated with our
business activities.

Foreign Exchange Rate Risk

The company’s obligations under its insurance contracts are denominated in Canadian and United States
dollars but a portion of the assets supporting these liabilities are denominated in non-Canadian and non-United
States dollars. We manage foreign exchange risk using foreign exchange forwards. Our investment policy sets out
the foreign currency exposure limits and types of derivatives permitted for hedging purposes.

Our net assets are subject to financial statement translation into U.S. Dollars. All of our financial statement
translation-related impact from changes in foreign currency rates is recorded in other comprehensive income.
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Interest Rate Risk

Interest rates currently remain at relatively low levels in many jurisdictions in which we operate. These rates
may remain relatively low, but they may rise significantly at some point in the future, either gradually or abruptly. A
sudden or unexpected increase in interest rates may cause certain market dislocations that could negatively impact
our financial performance. Interest rate increases would also increase the amount of cash required to service our
obligations and our earnings could be adversely impacted as a result thereof.

The company manages interest rate risk through their asset liability management, which we refer to as ALM,
the framework whereby the effective and key rate durations of the investment portfolio are closely matched to that
of the insurance reserves. Within the context of the ALM framework, we use derivatives including interest rate
swaps and futures to reduce market risk. For the annuity business, where the timing and amount of the benefit
payment obligations can be readily determined, the matching of asset and liability cash flows is effectively
controlled through this comprehensive duration management process.

Credit Risk

Credit risk is the risk of loss from amounts owed by counterparties and arises any time funds are extended,
committed, owed or invested through actual or implied contractual arrangements including reinsurance. The
company is primarily exposed to credit risk through its investments in debt securities.

We manage exposure to credit risk by establishing concentration limits by counterparty, credit rating and
asset class. To further minimize credit risk, the financial condition of the counterparties is monitored on a regular
basis. These requirements are outlined in our investment policy.

Insurance Risk

The company makes assumptions and estimates when assessing reinsurance and insurance risks, and
significant deviations, particularly with regards to longevity and policyholder behavior, could adversely affect our
business, financial condition, results of operations, liquidity and cash flows. All transaction terms are likely to be
determined by qualitative and quantitative factors, including our estimates. If we reinsure a block of business, there
can be no assurance that the transaction will achieve the results expected at the time of the block’s acquisition. These
transactions expose us to the risk that actual results materially differ from those estimates.

We manage insurance risk through choosing whether to purchase reinsurance for certain amounts of risk
underwritten within our pension risk transfer business, and we may also look to further reinsure certain amounts of
risk we assume under our reinsurance agreements.

Legal Risk

In the future we may be parties in actions that routinely arise out of the normal course of business, including
legal actions seeking to establish liability directly through insurance contracts or indirectly through reinsurance
contracts issued by our subsidiaries. Plaintiffs occasionally seek punitive or exemplary damages. We do not believe
that such normal and routine litigation will have a material effect on our financial condition or results of operations.
We are also involved from time to time in other kinds of legal actions, some of which assert or may assert claims or
seek to impose fines and penalties. We believe that any liability that may arise as a result of other pending legal
actions will not have a material effect on our Combined Consolidated Financial Position or Operations.

Operational Risk

Operational risk is the potential for loss resulting from inadequate or failed internal processes, people and
systems, or from external events. The company’s internal control processes are supported by the maintenance of a
risk register and independent internal audit review. The risk of fraud is managed through a number of processes
including background checks on staff on hire, annual code of conduct confirmations, anti-bribery training and
segregation of duties.
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We have significant outsourcing arrangements in respect of pension administration and other functions. These
arrangements are subject to agreements with formal service levels, operate within agreed authority limits and are
subject to regular review by senior management. Material outsourcing arrangements are approved and monitored by
the Board of Directors.

Disaster recovery and business continuity plans have also been established to manage the company’s ability
to operate under adverse conditions.

Impact of COVID-19

The World Health Organization declared COVID-19 to be a pandemic on March 11, 2020. To date, there
have been restrictions on the conduct of business in many jurisdictions and the global movement of people and
certain goods. We continue to closely monitor the related developments in light of the economic environment. The
longer-term impacts from COVID-19 will depend on future developments which are highly uncertain, constantly
evolving and difficult to predict. These impacts may differ in magnitude depending on a number of scenarios, which
we continue to monitor and take into consideration in our decision making as we continue to assess medium to long-
term impacts. Where COVID-19 relates specifically to our business, specifically in valuing our insurance and
reinsurance liabilities, we have allowed for identified deaths but we have not made any changes to our longevity
assumptions as it remains too early to quantify the potential long-term impacts from COVID-19 on longevity.

Critical Accounting Policy and Estimates

The preparation of the financial statements requires management to make critical judgments, estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and expenses that are not
readily apparent from other sources, during the reporting period. These estimates and associated assumptions are
based on historical experience and other factors that are considered to be relevant. Actual results may differ from
these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognized in the year in which the estimate is revised if the revision affects only that year or in the
year of the revision and future years if the revision affects both current and future years.

Critical judgments made by management and used in preparing the financial statements, are summarized
below:

i. Insurance reserves
Contract classifications

Contracts under which the Company accepts significant insurance risk from a policyholder are classified as
insurance contracts in accordance with IFRS 4 Insurance Contracts (“IFRS 4”) on the Combined Consolidated
Statements of Financial Position. A contract is considered to have significant insurance risk if, and only if, an
insured event could cause an insurer to make significant additional payments in any scenario, excluding scenarios
that lack commercial substance at the inception of the contract. Contracts under which the Company does not accept
significant insurance risk are classified as either investment contracts or considered a service contract and are
accounted for in accordance with IAS 39 Financial Instruments: Recognition and Measurement or IFRS 15 Revenue
from Contracts with Customers, respectively. Once a contract has been classified as an insurance contract, it remains
an insurance contract for the remainder of its term, even if the insurance risk reduces significantly during the year,
unless all rights and obligations are extinguished or expire. Investment contracts can be reclassified as insurance
contracts if insurance risk subsequently becomes significant.
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Measurement

In accordance with IFRS 4, the Company has applied existing accounting practices for insurance and
participating investment contracts, modified as appropriate to comply with the IFRS framework and applicable
standards.

The long-term insurance reserves are calculated separately for each product type, based either on local
regulatory requirements or existing local GAAP (at the later of the date of transition to IFRS or the date of the
acquisition of the entity); and actuarial principles consistent with those applied in each local market.

Insurance reserves are determined by BAC using the Canadian Asset Liability Method (“CALM”), in
accordance with the standards of the Canadian Institute of Actuaries (“CIA”) and as permitted by IFRS 4.

Insurance reserves represent the amount required to provide for future benefits payments and administrative
expenses on policies in force with BAC. Insurance reserves are presented gross of reinsurance assets on the
Combined Consolidated Statements of Financial Position. BAC’s Appointed Actuary is responsible for determining
the amount of insurance reserves in accordance with standards established by the CIA. CALM is used to determine
insurance reserves and incorporates best-estimate assumptions for longevity, future investment yields,
administration costs, margins for adverse deviation and inflation. Margins for adverse deviation are necessary to
provide for possibilities of misestimation and future deterioration in the best estimate assumptions, and provide
reasonable assurance that insurance reserves cover a range of possible outcomes. Margins are reviewed periodically
for continued appropriateness.

BAC has designated invested assets supporting insurance reserves as FVTPL or as loans and receivables.
Since the value of the insurance reserves is determined by reference to the assets supporting those reserves, changes
in the insurance reserves offset a significant portion of the changes in fair value of these FVTPL assets recorded in
net income (loss).

Insurance reserves are determined by NER Ltd. using US GAAP reserve methodology, as permitted by IFRS
4. Insurance reserves are carried at the accumulated contract holder values without reduction for potential surrender
or withdrawal charges. These are equal to the balance that accrues to the benefit of the policyholders as of the
reporting date (commonly referred to as the account value), including policyholders’ accumulated net deposits plus a
guaranteed rate of interest credited, less policyholder deaths and withdrawals. Insurance reserves are further
evaluated using accepted actuarial valuation methods based on assumptions related to mortality, withdrawals,
surrender and deposit rates, determined when the policies are assumed.

Insurance reserves are determined by NER SPC using US GAAP reserve methodology, as permitted by IFRS
4. Insurance reserves for fixed index annuity contracts (with embedded derivatives) are carried at fair value with an
explicit margin added to the mortality, lapse and partial withdrawal assumptions. The host contract and the
embedded derivative are bifurcated. The embedded derivative cash flows incorporate a risk margin and are
discounted using a rate that reflects our own credit rating. The host contract is established at contract inception as
the initial value less the initial fair value of the embedded derivative and accreted over the policy’s life. The host
value’s accretion rate is updated each quarter so that the present value of the actual and expected guaranteed cash
flows is equal to the initial host.

An additional liability is established for Life Income Benefit Rider (“LIBR”) benefits -withdrawals paid after
the contract account value is exhausted. The liability accrues in proportion to contractual assessments using the
crediting interest rate. The present value of expected excess benefits and assessments is projected over a range of
stochastic equity scenarios. Retrospective unlocking is performed by replacing mean stochastic projected
assessments and benefits with actual, revising projections of future experience and resolving for the portion of
assessments required.
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Key reserve assumptions are based on industry standard data adjusted to align with actual experience, if
necessary. The Company periodically reviews actual and anticipated experience compared to the assumptions used
to establish future policy benefit reserves. Due to the many assumptions and estimates used in establishing reserves,
and the long-term nature of the reinsurance contracts, the reserving process, while based on standard actuarial
practices, is inherently uncertain.

ii. Reinsurance assumed

NER Ltd. closed a retrocession agreement on September 3, 2021 with a third party insurance company to
reinsure multi-year guarantee fixed annuities. At the time of closing, the retrocession agreement had a retrospective
effective date of April 1, 2021, representing the date on which the Company has the reinsurance contractual
obligations.

NER Ltd. assumes insurance contracts under modified coinsurance arrangements (“Modco”). NER Ltd.
generally has the right of offset on reinsurance contracts but have elected to present reinsurance settlement amounts
due to and from the cedant on a gross basis.

Assets and liabilities assumed under Modco are presented gross on the balance sheet. For insurance contracts,
the change in assumed reserves and benefits are presented as change in insurance reserves on the Combined
Consolidated Statements of Operations. Assumed premiums are included in premiums on the Combined
Consolidated Statements of Operations. Expenses outside of account value, such as commissions and federal excise
taxes, are included in other reinsurance expenses in the Combined Consolidated Statements of Operations.

NER SPC closed a retrocession agreement on October 8, 2021 with an insurance company which was the
Company's associate to reinsure fixed indexed annuities. At the time of closing, the retrocession agreement had a
retrospective effective date of July 1, 2021, representing the date on which the Company has the reinsurance
contractual obligations.

NER SPC assumes insurance contracts under Modco and Coinsurance. NER SPC generally has the right of
offset on reinsurance contracts but have elected to present reinsurance settlement amounts due to and from the
cedant on a gross basis.

iii. Reinsurance ceded

In the normal course of business, BAC is a user of reinsurance in order to limit the potential for losses arising
from certain exposures. To the extent that third party reinsurers are unable to meet their obligations, BAC remains
liable to its policyholders for the portion reinsured.

At each reporting date, the reinsurance asset and reinsurance receivable, if any, are assessed for impairment.
If there is objective evidence that the reinsurance asset or reinsurance receivable are not recoverable and the impact

of the event can be reliably measured, an impairment loss is recognized for the amount by which the carrying
amount exceeds the recoverable amount.

BAC has two types of reinsurance arrangements.

Longevity reinsurance

BAC enters into longevity reinsurance transactions with third party reinsurers. As part of the agreements, the
Company commits to pay the reinsurers a schedule of fixed payments relating to a proportion of defined blocks of
policyholder benefits. In return, the reinsurers reimburse the actual cost of their proportion of benefit expenses on
those blocks to BAC. Settlement of fixed and actual payments between BAC and the reinsurers are on a net basis.
The difference between fixed and actual payments on past service is recognized in the same period as the related
claim is incurred within benefits ceded in the Combined Consolidated Statements of Operations. Any unsettled
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amounts on past service from the reinsurers is recognized as a reinsurance receivable or payable in the Combined
Consolidated Statements of Financial Position.

BAC is liable for reinsurance fees for the transactions. The fees are recognized as incurred and are included in
ceded premiums in the Combined Consolidated Statements of Operations.

The benefits to which BAC is entitled under its reinsurance transactions are recognized as reinsurance assets
in the Combined Consolidated Statements of Financial Position. The reinsurance assets related to longevity
reinsurance is the difference between the schedule of fixed and actual benefit payments on a proportion of defined
blocks of business.

Quota share reinsurance

BAC enters into quota share reinsurance transactions with third-party reinsurers. The agreement covers
policyholder benefits for a proportion of business reinsured. The proportion varies for certain discrete blocks of
business.

At the inception of each quota share reinsurance contract, premiums ceded and a corresponding decrease in
cash or payable is recognized in proportion to the business reinsured by the external reinsurer. BAC also recognizes
a reinsurance asset and a change in insurance reserves ceded in the Combined Consolidated Statements of Financial
Position and the Combined Consolidated Statements of Operations, respectively. The benefits to which BAC is
entitled under its reinsurance contracts are recognized as reinsurance assets.

The reinsurer is committed to pay BAC a proportion of actual benefit expenses. The amounts are reported in
benefits ceded in the same period as the related benefit expense is incurred. In cases where the benefit payments are
due but not fully received from the reinsurer, BAC will recognize a reinsurance receivable. In cases where benefit
payments are due, but amounts are received in excess from the reinsurer, BAC will recognize a reinsurance payable.

Under reinsurance contracts with unregistered reinsurers, assets are required to be pledged to BAC in order to
secure payment of liabilities under the reinsurance agreement. Unregistered reinsurers are reinsurers which are not
regulated by OSFI. The pledged assets are held in Canada by a Canadian financial institution that is not affiliated
with the third party reinsurer. BAC maintains a valid and enforceable security interest that has priority over any
other security interest in the collateral. In the event of default by the reinsurer, BAC has the right to liquidate or take
legal possession of these assets, in a timely manner.

iv.  Deferred acquisition costs

The Company incurs costs in connection with acquiring or renewal of reinsurance business. Costs that are
directly related to the successful acquisition of reinsurance contracts are capitalized as deferred acquisitions costs
(“DAC”) to the extent that they are recoverable from gross profits. These costs consist of commission and policy
issuance costs, as well as sales inducements credited to policyholder account balances. The DAC is amortized over
the life of the policies in proportion to the estimated gross profits

V. Premiums

Gross premiums are recognized as revenue when due and collection is reasonably assured. When premiums
are recognized, insurance reserves are computed, the result being that benefits and expenses are matched with such
revenue. Premiums ceded are recognized when due and in accordance with the terms of the contractual agreement
between the Company and reinsurer. Premium refunds, if any, are recognized on an accrual basis.
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vi. Deferred revenue

The deferred revenue for interest-sensitive life and investment-type contracts is amortized over the life of the
policies. Different amortization methods are permissible, one of these methods being present value of estimated
gross profits. However, if estimated gross profits are expected to be negative, alternative amortization techniques are
to be used. Given the absence of initial profits for NER Ltd., the deferred revenue is amortized by number of in-
force policies. Estimates of in-force policy numbers are based on assumptions using accepted actuarial methods.
Amortization is recorded in total revenue within the Combined Consolidated Statements of Operations.

vii.  Benefits paid

Gross benefits and benefits ceded are recorded in the Combined Consolidated Statements of Operations when
they are due and incurred.

viii. Investment in associates

Associates are entities over which the Company exercises significant influence. Significant influence is the
power to participate in the financial and operating policy decisions of the investee but without control or joint
control over those policies. We use the equity method to account for our investments in associates within the
Combined Consolidated Statements of Financial Position.

Interests in associates accounted for using the equity method are initially recognized at cost. At the time of
initial recognition, if the cost of the associate is lower than the proportionate share of the investment's underlying
fair value, the Company records a gain on the difference between the cost and the underlying fair value of the
investment in net income. If the cost of the associate is greater than the Company’s proportionate share of the
underlying fair value, goodwill relating to the associate is included in the carrying amount of the investment.

Subsequent to initial recognition, the carrying value of the Company’s interest in an associate is adjusted for
the Company’s share of comprehensive income and distributions of the investee. Profit and losses resulting from
transactions with an associate are recognized in the financial statements based on the interests of unrelated investors
in the investee. The carrying value of associates is assessed for impairment indicators at each reporting date.
Impairment losses on equity accounted investments may be subsequently reversed in net income. Further
information on equity accounted investments is available in Note 8.

ix. Structured entities

The Company invests a portion of its assets in structured entities that issue debt and preferred securities to
subsidiaries of the Company, and its reinsurance treaty accounts.

The Company is the primary beneficiary of the variable returns of assets held within the entities, and while
the Company is not involved in the investment decision process, the investment manager for the structured entities is
a related party with significant residual economic interest in the Company. As a result, these entities are consolidated
within the Company’s financial statements. We assess the variable returns determination for our structured entities
on an ongoing basis. Liabilities of the entities that do not eliminate upon consolidation are recorded as liabilities of
structured entities.

The carrying amount of the Company’s investment in the consolidated structured entities is determined in
accordance with the Company’s accounting policies for the underlying securities held within the structured entities.

X. Net hedging expenses

Net hedging expenses relate to costs incurred and mark to market movement associated with derivative
contracts not directly related to the Company's insurance operating companies' investment portfolios or insurance
reserves.
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Future Accounting Policy Changes
i IFRS 17 Insurance Contracts

In May 2017, the IASB issued IFRS 17 Insurance Contracts (“IFRS 17”’) which will replace IFRS 4 and will
be applied retrospectively. In June 2020, the IASB issued the amendment to IFRS 17, which include deferral of the
effective date to annual periods beginning on or after January 1, 2023. In addition, the IASB extended the exemption
for qualifying insurers to apply IFRS 9 Financial Instruments (“IFRS 9”), so that both IFRS 9 and IFRS 17 will have
the same effective date.

IFRS 17 sets out the requirements for the recognition, measurement, presentation and disclosures of insurance
contracts a company issues and reinsurance contracts it holds.

The future profit for providing insurance coverage is recognized in profit or loss over time as the insurance
coverage is provided.

IFRS 17 will affect how the Company accounts for its insurance contracts and how it reports financial
performance in the Combined Consolidated Statements of Operations. The Company continues to assess the impact
of IFRS 17, which is expected to have a significant impact on the timing of earnings recognition, as well as
presentation and disclosure, for its insurance contracts.

il. IFRS 9 Financial Instruments

In July 2014, the IASB published the complete version of IFRS 9, which replaces IAS 39 and is effective for
annual periods beginning on or after January 1, 2018, with retrospective application. IFRS 9 provides changes to the
classification and measurement of financial assets and liabilities, an expected credit loss model that replaces the
existing incurred loss impairment model, and new hedge accounting guidance. In September 2016, the IASB issued
an amendment to IFRS 4 to provide qualifying insurance companies with an optional temporary exemption from
applying IFRS 9. The Company qualifies and has elected to take the deferral approach as its activities are
predominantly connected with insurance.

In December 2021, the IASB published a narrow-scope amendment to IFRS 9, which allow insurers to apply
the classification overlay to address possible accounting mismatches between financial assets and insurance contract
liabilities in the comparative information presented on the initial application of IFRS 9 and IFRS 17.

The Company is currently assessing the impact of implementing IFRS 9 on the Combined Consolidated
Financial Statements. Further details are disclosed in Note 3(h).

iil. Amendments to IFRS 3

In May 2020, the IASB issued Reference to the Conceptual Framework, which includes amendments to IFRS
3 Business Combinations. The amendments update an outdated reference to the Conceptual Framework in IFRS 3
without significantly changing the requirements in the standard. The amendments apply to business combinations
for which the acquisition date is on or after January 1, 2022. The Company is currently assessing the impact of the
adoption of these amendments on the Combined Consolidated Financial Statements.

iv. Amendments to IAS 37

In May 2020, the IASB issued Onerous Contracts - Cost of Fulfilling a Contract, which includes amendments
to IAS 37 Provisions, Contingent Liabilities and Contingent Assets. The amendments specify that the ‘cost of
fulfilling’ a contract comprises the ‘costs that relate directly to the contract’. Costs that relate directly to a contract
can either be incremental costs of fulfilling that contract or an allocation of other costs that relate directly to
fulfilling contracts. The amendments are effective for annual periods beginning on or after January 1, 2022. The
Company is currently assessing the impact of the adoption of these amendments on the Combined Consolidated
Financial Statements.
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V. Annual Improvements to IFRS Standards 2018-2020

In May 2020, the IASB issued Annual Improvements to IFRS Standards 2018-2020, which includes minor
amendments to three IFRS standards applicable to our Combined Consolidated Financial Statements. The
amendments apply prospectively. The amendments are effective for annual periods beginning on or after January 1,
2022.

VI. Amendments to IAS 1

In February 2021, IASB issued 'Disclosure of Accounting Policies (Amendments to IAS 1 and IFRS Practice
Statement 2)' with amendments that are intended to help preparers in deciding which accounting policies to disclose
in their financial statements. The amendments are effective for annual periods beginning on or after January 1, 2023.
The Company is currently assessing the impact of the adoption of these amendments on the Combined Consolidated
Financial Statements.

vii.  Amendments to IAS 8

In February 2021, IASB published 'Definition of Accounting Estimates (Amendments to IAS 8)' to help
entities distinguish between accounting policies and accounting estimates. The amendments are effective for annual
periods beginning on or after 1 January 2023. The Company is currently assessing the impact of the adoption of
these amendments on the Combined Consolidated Financial Statements.

viii. Amendments to IAS 12

In May 2021, the IASB published Deferred Tax related to Assets and Liabilities arising from a Single
Transaction, which amended IAS 12, Income Taxes. The amendments relate to the recognition of deferred tax when
an entity accounts for transactions, such as leases or decommissioning obligations, by recognizing both an asset and
a liability. The amendments are effective for annual reporting period beginning on or after January 1, 2023. The
Company is evaluating the impact of the adoption of these amendments on its Combined Consolidated Financial
Statements.

Performance Measures Used by Management

To measure performance, we focus on net income and gross premiums, as well as certain non-IFRS measures,
including Distributable Operating Earnings, Excess Capital, and Net Reserve Capital. In addition, we provide certain
metrics such as assets under management, which we refer to as AUM, which we believe are useful to investors to
provide additional insights into the base upon which we earn investment income. Refer to the “Segment Review”
section of this MD&A for further discussion on our performance measures as at December 31, 2021, and for the
years ended December 31, 2021 and 2020 and 2019.

Non-IFRS Measures

We regularly monitor certain Non-IFRS measures that are used to evaluate our performance and analyze
underlying business performance and trends. We use these measures to establish budgets and operational goals,
manage our business and evaluate our performance. We also believe that these measures help investors compare our
operating performance with our results in prior years. These Non-IFRS financial measures are provided as
supplemental information to the financial measures presented in this MD&A that are calculated and presented in
accordance with IFRS. These Non-IFRS measures are not comparable to IFRS and may not be comparable to
similarly described Non-IFRS measures reported by other companies, including those within our industry.
Consequently, our Non-IFRS measures should not be evaluated in isolation, but rather, should be considered
together with the most directly comparable IFRS measure in our consolidated financial statements for the years
presented. The Non-IFRS financial measures we present in this MD&A should not be considered a substitute for, or
superior to, financial measures determined or calculated in accordance with IFRS.
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Distributable Operating Earnings

Distributable Operating Earnings is a key measure of our financial performance. We use Distributable
Operating Earnings to assess operating results and the performance of our businesses. We define Distributable
Operating Earnings as net income excluding the impact of depreciation and amortization, income taxes, income
from equity accounted investments, mark-to-market on hedging items, breakage and transaction costs, and is
inclusive of our proportionate share of adjusted earnings from our investments in associates. Distributable Operating
Earnings is a measure of operating performance that is not calculated in accordance with, and does not have any
standardized meaning prescribed by IFRS as issued by the IASB. Distributable Operating Earnings is therefore
unlikely to be comparable to similar measures presented by other issuers.

Excess Capital

Excess Capital is the amount of capital in the business that is not currently supporting insurance contracts
within regulated insurance entities. We define Excess Capital as the total of cash on deposit with related parties,
equity accounted investments, common shares, other fixed income securities, deferred tax assets and other capital
items not related to capital supporting our insurance reserves.

Net Reserve Capital

Net Reserve Capital is the capital within regulated entities that is currently supporting insurance contracts.
We define Net Reserve Capital as equity excluding Excess Capital. We use Net Reserve Capital to assess our return
on our equity supporting insurance contracts.

We believe our presentation of Distributable Operating Earnings, Excess Capital, and Net Reserve Capital is
useful to investors because it supplements investors’ understanding of our operating performance by providing
information regarding our ongoing performance that excludes items we believe do not directly affect our core
operations. Our presentation of Distributable Operating Earnings also provide investors enhanced comparability of
our ongoing performance across years.

For further details regarding our use of our Non-IFRS measures, as well as a reconciliation of net income and
total equity to these measures, see the “Reconciliation of Non-IFRS Measures” section of this MD&A.

Operating Metrics

AUM

We define AUM as the total gross value of our managed insurance and investment assets, identified as
investments and cash and cash equivalents in our consolidated financial statements. We believe this metric is useful
in gauging the scale and growth of the business over time, and can be an indicator of future results when viewed in
conjunction with our insurance liabilities.

Reconciliation of Non-IFRS Measures
The following table reconciles our net (loss) income to Distributable Operating Earnings:

FOR THE YEARS ENDED DEC. 31

US$ MILLIONS 2021 2020 2019
Net (loss) income $ 44 $ 1 S 6
Income tax expense 2 — —
Transaction costs 8 — —
Mark-to-market on hedging items and other 64 —

Distributable Operating Earnings $ 30 $ 1 $ 6
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The following table reconciles our total equity to excess capital and net reserve capital:

AS AT DEC. 31
US$ MILLIONS 2021 2020 2019
Equity $ 1,435 $ 83 § 66
Less:
Cash on deposit with related parties (64) — —
Equity accounted investments (344) — —
Common shares (243) — —
Deferred tax asset (20) — —
Other corporate net investments (49) — —
Excess capital (720) — —
Net reserve capital $ 715§ 83 § 66

Forward-Looking Information

In addition to historical information, this MD&A contains “forward-looking information” within the meaning
of applicable securities laws. Forward-looking information may relate to the company and Brookfield’s outlook and
anticipated events or results and may include information regarding the financial position, business strategy, growth
strategy, budgets, operations, financial results, taxes, dividends, distributions, plans and objectives of the company.
Particularly, information regarding future results, performance, achievements, prospects or opportunities of the
company, Brookfield Asset Management's or the Canadian, U.S. or international markets is forward-looking
information. In some cases, forward-looking information can be identified by the use of forward-looking

LR N3

terminology such as “plans”, “targets”, “expects” or “does not expect”, “is expected”, “an opportunity exists”,

ERINNT3

“budget”, “scheduled”, “estimates”, “forecasts”, “intends”, “anticipates” or “does not anticipate” or “believes”, or

LERNT3

variations of such words and phrases or state that certain actions, events or results “may”, “could”, “would”,

EEINT3

“might”, “will” or “will be taken”, “occur” or “be achieved”.

E}

The forward-looking statements are based on our beliefs, assumptions and expectations of future
performance, taking into account all information currently available to us. These beliefs, assumptions and
expectations can change as a result of many possible events or factors, not all of which are known to us or within our
control. If a change occurs, our business, financial condition, liquidity and results of operations may vary materially
from those expressed in our forward-looking statements. The following factors, among others, could cause our
actual results to vary from our forward-looking statements:

We caution that the factors that may affect future results described in this MD&A are not exhaustive. The
forward-looking statements represent our views as of the date of this MD&A and should not be relied upon as
representing our views as of any date subsequent to the date of this MD&A. While we anticipate that subsequent
events and developments may cause our views to change, we disclaim any obligation to update the forward-looking
statements, other than as required by applicable law. For further information on these known and unknown risks,
please see “Risk Factors” included in our most recent Annual Report on Form 20-F and other risks and factors that
are described therein.
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